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[bookmark: _Toc49271948]Introduction
The essay contains a business environment analysis of an American car manufacturing industry, Tesla, Inc. The purpose of the essay is to identify the major factors that are affecting the business; and finding the opportunities for the company.
Tesla, Inc. is an electric vehicle and clean energy company headquartered in Palo Alto, California (Tesla, 2020). Established in 2003, the company was formerly known as Tesla Motors, Inc. With quarter ending gross profit of $1.267B for June 30, the company is showing an impressive report on 2020. As of 2019, the company has $24.578 billion revenue (Tesla, 2020). Tesla currently operating in multiple assembly and production plants.
The essay starts with analysing the major forces that are affecting the business by using different tools, continuing with assessing the opportunities and threats of the company. The essay ends with a conclusion and a reference list.
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Unpredictable and uncontrollable major elements that have an impact over a firm’s decision-making process and shape the overall performance of the business is defined as macro environment. Through PESTEL analysis major forces can be determined-
PESTEL analysis:
Political factors:
UK scored 79.3 in economic freedom and the country got 7th position in 2020 index (Heritage, 2020). Improvements by the government in fiscal health and integrity is a reason behind it. The country’s maximum corporate tax rate is 20 per cent with fiscal health 78.1. The Government spending of UK has amounted to 41.0 percent of its GDP output over the past years (Heritage, 2020). All of these are considered as opportunities for Tesla to do business in the country. Although the country fears an unstable government and an uncertain taxation system due to the BREXIT referendum. 
However, the COVID-19 pandemic had a severe impact over the global vehicle sales with 5.7% decline in July, in passenger vehicle sales in Europe. As per the reports of Society of Motor Manufacturers and Traders (SMMT), new car registrations dropped -34.9% in June which is an improvement in comparison to May’s -89.0% fall (SMMT, 2020a). There is a significant decline of new car registrations. However, as of June, the registration was 261.8% and 117.0% of battery electric vehicles (BEV) and plug-in hybrid electric vehicle (PHEV) which is a better vision compared to May’s data (SMMT, 2020b). As the government is lifting lockdown restrictions, the sales demand is improving. UK is witnessing a rebound in sales which is an opportunity for the company.

Economical Factors:
Due to the BREXIT contingency the country witnessed an economic slowdown since 2016. However, the economy is healing gradually with the 1.4 per cent increase in GDP in 2019. The economy is facing a threat due to the COVID-19 pandemic. The GDP showed a contraction of 19.1% till May (PwC, 2020). But the there are some signs of recovery. However, if a second peak of pandemic happens it will cost UK’s economy a contraction of 14% (Walker, 2020). As of now, the GDP of the country is $3.0 trillion along with $45,705 per capita income of the country (FT, 2020). UK is also facing inflation of 2.5%, which according to the economists can remain above 2% for the rest of the year (FT, 2020). The economic factors are more likely to pose a threat to the profits of Tesla. However, the improvements are assuring a stability within the automation industry.
Social factors:
The country has only 27% consumers who are choosing alternative technologies rather than diesel or gasoline engine (Trading economics, 2020). But with concerns customers who are positive about the environment safety and the overall safety issues this number is slowly growing which is an opportunity for Tesla as they are specialised in electric vehicles. As of consumers purchasing habit, consumers spend a very little time to review all the vehicle alternatives available, giving the brands a short time to influence their customer’s purchasing decision by engaging them (Deloitte United Kingdom, 2018). Tesla will also face the problem of having a short period of time to engage their consumers. In addition to that, the consumer spending has declined to 254336 GBP million in the 2nd quarter of 2020 in UK. The personal disposable income is now 354826.00 (Tradingeconomics, 2020)
Technological factors:
UK has always promoted technologies in every industry possible. The consumers of the country also thrives on technologies. UK’s automotive industry digitised itself by implementing new technologies. Digitalisation in manufacturing through key technologies such as PLM software, visualisation tools, crowdsourcing, MES software, collaboration with advance robotics etc. will help the manufacturers and suppliers like Tesla to improve their productivity (Hawes, 2016). UK government is also promoting human drive autonomous vehicles (AV) (Frost and Frost, 2020). The technological improvements and encouragement by the government of UK is constant and it will help Tesla to implement new technologies. 
Environmental factors:
UK has strict laws regarding environment. While making sure economic progress, Tesla has to balance environmental care and social responsibilities as well. The company needs to take care of some laws such as, disposal of waste automotive batteries by burning or by landfill is banned since 2010 in UK (SMMT, 2020c).
Legal factors:
UK’s strict pollution laws, product and safety laws and other laws are shaping the automotive industry. The government has extensive and strong legislation to help in providing clean air (Loc, 2020). UK has implemented approval directives like EU for the automotive product safety purpose. Authorities have also implemented a code of practice and a guide on safety issues of vehicles (Lovells, 2019). Although the most of the laws regarding this issue may get changed following the BREXIT as the laws are based on EU (Lovells, 2019).
Porter’s five Forces analysis:
Porter’s five forces is also a tool to analyse the business environment by evaluating the market competitors. 
Competitors in rivalry:
UK has a huge competition in automotive industry with local and foreign car manufacturers. The country is a home to 50 car manufacturers with over 200 models. Brands like Nissan, Vauxhall, Ford, Mercedes, Volkswagen, Jaguar etc. Not only in gasoline or diesel engines but also in electric cars there is a huge competition. Models like: Jaguar I-pace, Hyundai Kona electric, Mercedes EQC, BMW i3 etc. are some great options that can give a strong competition to Tesla’s most popular model- Tesla Model X (Motorway, 2020).
Threats of new entrants:
Tesla is already a big company with good reputation in the market and has a huge brand image. The company is providing services for a long time with their brilliant technologies. They do not have any threats from new entries in the market, as to match the competition the company would need a big investment and brand image, which is more likely impossible to achieve by a new company. 
Power of suppliers:
UK is the hub of most of the world’s top automotive suppliers (SMMT, 2020d). The supply chain in the industry is showing growth every day. As Porter stated that suppliers are powerful when there is a few in numbers, suppliers of the automotive industry in the UK has a limited power of bargaining. Various manufactures have joined Original equipment manufacturers (OEM) leaving the suppliers less control over the market.  
Power of customers:
As purchases have an impact on the competition and the overall market. The consumers of the automobile industry have a variety of options to choose from numerous brands. It gives customers the bargaining power. Due to the availability of different brands, customers are more likely to change options frequently according to their comfort.
Threat of substitution:
There are a plenty of substitution options available and emerging in the market. Most of them are low in price than Tesla and carry a good brand image. Models like Hyundai Kona Electric, Jaguar I-pace, Kia e-Niro are more affordable than Tesla. Therefore the substitution can pose a threat to Tesla in the market of UK.
The changes in the automotive industry in UK:
UK holds a prestige all over the world for its automobile industry. Most of UK’s automobile industry is taken over by foreign companies. In 2019, the industry faced a decline in passenger car production from previous years. Although in 2009 and 2011 UK faced a notable decrease in new registrations of passenger cars, there is a stability in the market for the past 14 years (Statista, 2020a). As of March 2020, sales in vehicle is lower than 2019. The reason is the effect of COVID-19. The country was in peak in 2016 for 1.35 million export of passenger cars but the number fell about 1 million units (Statista, 2020a). Regarding the consumer price index (CPI), the vehicle purchase CPI was boosted up in 2018 by 3 points from the previous year. It was measured 103.1 in 2018 (Statista, 2020a). 
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A SWOT analysis will help to identify the strengths, weaknesses, opportunities and threats of Tesla-
SWOT analysis:
Strengths of Tesla:
· Tesla is a leading automotive company delivering 367,500 vehicles as of 2019. The company has made its mark in innovation as well as in luxury, leaving behind brands like BMW and Mercedes.
· Tesla introduced the best range of electric cars in the market. The cars have the best covering in maximum distances compared to other competitors. 2019’s rank showed that Tesla’s model S, 3, X occupies the top three position in terms of providing range (Statista, 2020b).
· Tesla has the best employees and the company has proven to be an ideal place for the employees. The company provides diverse and innovation-encouraging environment for employees. This lead the company to feature in Forbes’s America’s best employer 2019.  According to Higgins (2018), Tesla is as an ideal company for new job seekers. 
· The company has a reputation in innovation and promotes technology. This is why, the consumers and the overall market expect profitable products and this leads to financial gains.
Weaknesses of Tesla:
· Tesla is facing troubles in balancing supply and demand process. Complications in production and delivery rate is alarming for the company.
· The company is having issues in producing high volume automobile models. 
· According to the CEO of the company Elon Musk, Tesla has a limited supply of batteries which leads the company to face a decline in production rate and the issue is also affecting the sales of the company (The Economic Times, 2020).
· Tesla faces continuous manufacturing complications in their new launches and other products.
Opportunities:
· Tesla produces vehicles that are unconventional and relays on expensive innovation. But the company has launched their latest model with more affordability. This can become an opportunity of the company to expand audience market.
· The company is all set to introduce its own battery cells. The implementation of this move can change their manufacturing rate and reduce the production cost. 
Threats:
· Extensive competition in the automotive industry regarding new arrivals of alternative fuel vehicles and autonomous technology is posing a threat to the company.
· As the company highly depends on the customer’s acceptance towards electric vehicles and the process of accepting new technologies is slow and take time to change the perspective, it can be a reason of threat to the company’s profit.
· There is a fear of autonomous cars in the public according to the statistics (Statista, 2020c), this can pose a threat to the company’s new innovations.
Porter’s value chain:
To evaluate the internal organisational activities, Porter’s value chain analysis can be conducted.
· Primary activities:
Inbound Logistics:
Tesla has facilities in manufacturing and warehouse which is located in US with approximate size of 5.5 million square feet. The company also has facilities for distribution and storage (Tesla, 2020).
Marketing and sales:
Although Tesla uses various digital platforms along with its website, compared to other competitors of the company they invest a very low amount in marketing. The stores of the company are also used for marketing the products and help in promoting the company. Moreover, the company is opening new service centres to increase demand.
· Secondary activities:
Human resource management:
HR department of the company is an important area and very effective in collecting the talented employees. The HR management provides a competitive and healthy environment to the employees and assure maximum productivity.
Infrastructure: 
Tesla has two operating divisions; one is energy product and the other one is automobile. The organisational structure of Tesla has the CEO, Elon Musk at the top, taking all the decisions for the company (Tesla, 2020). As a subordinate of the CEO, the chief financial officer leads the finance and accounting. To lead the production, sales, engineering etc. the company has vice-presidents.
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By evaluating how the political, economic, social, technological, environmental, and legal factors of country are influencing the business environment of UK and by using the Porter’s five forces tool a potential strategy plan for the profitability of Tesla Inc. is determined. By conducting SWOT tool, the opportunities and threats of Tesla is analysed. Porter’s value chain analysis helped to find the competitive advantages for the firm. All these business models helped to assess the market for Tesla.
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