
Name: Rafay Abdullah
Student ID: 1804746
Course: BMMB-7103D PT - Strategic Management



Assessment: Strategic Analysis -  Tesla, Inc.

[image: ]

Contents
Page
Introduction........................................................................................................................................3
PESTLE Analysis...................................................................................................................................3
	Political Factors......................................................................................................................3
	Economic Factors...................................................................................................................4
	Social Factors.........................................................................................................................5
	Technological Factors............................................................................................................5
	Legal Factors..........................................................................................................................6
	Environmental Factors...........................................................................................................7
SWOT Internal Analysis.......................................................................................................................7
SWOT External Analysis......................................................................................................................8
SOAR Analysis.....................................................................................................................................9
Porter’s Five Forces Analysis and Recommendations.......................................................................10
Ansoff Matrix.....................................................................................................................................12
Summary of Strategy Recommendations..........................................................................................14
Conclusion..........................................................................................................................................19
[bookmark: _GoBack]References..........................................................................................................................................22



Introduction
Tesla’s mission statement was “to accelerate the world’s transition to sustainable transport”. However, in mid-2016, the company changed it to “to accelerate the world’s transition to sustainable energy”. The new mission statement indicates a slight but significant shift in the company’s business to address market opportunities for renewable energy. Tesla’s mission statement components now comprise:
1. Acceleration
2. The world’s transition
3. Sustainable energy 
Tesla’s goal is to manufacture premium quality, high performance electric vehicles capable of attaining extensive customer acceptance whilst accelerating the world’s transition from carbon-producing, gasoline-powered vehicles to energy-efficient, environmentally responsible electric vehicles.
There are a variety of methods to analyse what Tesla’s strategy should be based on several factors that affect the company from both an internal and external perspective. These are discussed below.
PESTLE ANALYSIS (Frue, 2018)
This form of analysis looks at the following factors:
· Political
· Economic
· Social
· Technological
· Legal
· Environmental
(Frue, 2018)
Political factors: 
Tesla Inc. has positioned itself as a leader in the electric vehicle industry. Contrary to traditional automobiles that need large quantities of fuel to function, Tesla uses electricity. To re-charge, Tesla drivers utilise electronic stations to refill their cars as opposed to a usual petrol station.
The US government has taken steps to enhance and expedite the development of electric and hybrid engines. An advantage for Tesla included customers being able to qualify for tax credits when buying a Tesla electric vehicle. Specific states such as Virginia and Colorado offer a state tax credit of at least $5,000 when an electric car is purchased (Frue, 2018).
Tesla has also branched out internationally, though its success in other nations is dependent on their local economies.
Economic factors: 
An increased economy and GDP per capita will likely lead to more Tesla purchases.
Electric car sales had risen as the global economy increased. In 2017, it was estimated that the world economy would grow by 3.5 percent. These rises, in Asia and Europe as well as the United States, led to more electric developments. In fact, the sales of electric cars significantly rose over 30 percent between 2016 and 2017.
Material cost is now on the decline for Tesla, particularly the cost of batteries, which is advantageous for the company. The more popular their cars become to the public, the lower materials prices may drop.
This allows for the possible creation of a more cost-effective vehicle for the public. That too can positively impact the price of materials. Results depend on the respective country’s economy, of course. Any country with a declining economy will slice into the company’s profits.
In many countries though, consumers are investing in luxury vehicles like SUVs and BMWs. This is good for Tesla since they are viewed as luxury vehicles with the latest gadgets.
Providing a vehicle for middle-class citizens is also a wise idea, not only because Tesla has little competition in the electric vehicle niche at present, but also because people desire it. An option such as this, for the average customer, will be an intelligent move for Tesla’s feature.
Social factors:
Consumers have an affinity for the idea of an electric car, especially people who have eco-friendliness in mind. An electric vehicle eliminates the need to use as much fuel as a traditional vehicle, which is an advantage for the environment. Additionally, an electric car is supposed to be cheaper to use than a traditional car (over the longer-term).
A Tesla is environmentally sustainable, and relatively new. Very few cars on the market boast the power and luxury Tesla does. The company has performed an impressive feat in maintaining their place in people’s minds as an iconic and instantly recognisable electric car. This makes it more difficult for other, similar vehicles, to come onto the scene.
Technological factors: 
Technology is both an advantage and a disadvantage to Tesla.
As an advantage, it assists the company in maintaining a competitive edge on the competition. It allows Tesla to be fuel efficient, and paves the way for future sustainability and usability. The cars are made to adopt newer technology, unlike traditional options in the automotive industry (Frue, 2018).
But the company also has to be on edge, as technology quickly becomes obsolete. We, as people, are constantly creating, developing, and advancing what we already have. In a year’s time, the newest gadgets and apps can be absolutely useless thanks to upgrades and updates. Since Tesla relies on technology for their vehicles, this is both a positive and negative point for the vehicles (Kissinger, 2019; Frue, 2018).
However, Tesla is in a prime position to implement artificial intelligence (AI) and automation into their vehicles, which has begun to an extent with self-driving cars. Many traditional cars aren’t built for such advancements, but Tesla makes sure their cars are ready to adopt the advancements.
Legal factors: 
Tesla is expanding into other markets, so will need to keep up-to-date on their international patents. If not, expanding will take longer, and may also be intercepted by legality issues.
Also, since the car focuses on eco-friendliness, Tesla can promote its cars as energy efficient and ensure it abides by international environmental regulations.
Environmental factors: 
Brand image and recognition is arguably Tesla’s greatest asset. The cars are marketed as environmentally friendly because it uses electricity rather than petrol. Tesla vehicles abide by many environmental regulations and barely impact carbon emission (compared to traditional cars). By focusing on the environment, Tesla has created a brand for itself that few can effectively compete with.
SWOT: Internal analysis (Kissinger, 2019; Frue, 2018 )
The following is a summary of the internal and external SWOT analyses:
	Strengths: 
• Ability to R&D vehicle and manufacture the vehicles within the company. 
• Supplies other organisations with parts. 
• Developed the first full electric car. 
• Technologically superior in drive train, transmission, and electrical technology. 

	Opportunity: 
• Increasing government support for clean energy. 
• Increasing gas prices. 
• Innovative technology 


	
	

	Weaknesses: 
• Higher cost with innovative technology 
• High price due to low demand for electric car. 
• Small segment to target including early adopters. 

	Threats: 
• Current business model Tesla can only produce a limited amount of vehicles increasing the chance of competitor stealing market share. 
• Competing against strong competitors 
• Lower priced vehicle 





SWOT: External analysis (Kissinger, 2019; Frue, 2018)

	Strengths: 
· Innovative culture 
· Financial Strength 

	Opportunity: 
· New full electric car segment
· International expansion


	· Innovation in technology 
· Customer Loyalty 
· Brand awareness 


	

	· Innovative New products
· Growth of economy
· Demand increase of luxury vehicles.
	



	Weaknesses: 
· Weak customer service 
· High cost of production 

	
	Threats: 
· Intense competition 
· Gas prices 
· Change in taste 
· Increase in cost of raw materials 
· Technology problems
	








SOAR Analysis
[image: PowerPoint SOAR Analysis Template]In the following example, the SOAR analysis has been undertaken for Tesla. In this assessment, every attribute is rated and sorted so as to keep the four relevant to one another. From left to right, the analysis should define a suitable perspective to exploit Tesla’s strengths over the current opportunities, determine the objectives and ultimately help decide which key performance indicators (KPIs) to measure over time. This form of analysis may be more insightful and strategically aligned.
Porter’s Five Forces Analysis & Recommendations
(KISSINGER, 2019) 
Tesla Inc. (formerly known as Tesla Motors, Inc.) maintains its profitability through strategic measures that address the competitive challenges outlined in this Five Forces analysis of the global automotive business. This model was developed by Michael Porter as a strategic management tool to elucidate the impact of external factors on companies and the competitive landscape of their industry environment. This Five Forces analysis of Tesla “looks into the external factors significant in the automotive industry and the energy solutions industry, and how such factors affect the company. As one of the biggest players in the electric vehicle market, Tesla must effectively address such external factors to ensure its long-term competence and resilience in the face of competitive rivalry involving automakers like Honda Motor Company, General Motors Company, Ford Motor Company, Volkswagen, Toyota Motor Corporation, Nissan Motor Company, and BMW (Bavarian Motor Works)” (Seagul, 2014). The firm needs to account for the nature and characteristics of such competition in the “domestic and global markets for electric automobiles, batteries, and solar panels, as considered in this external analysis.” (Seagul, 2014)
Tesla’s success as an innovative electric vehicles manufacturer is partly based on its strategies that tackle the external factors in the automotive industry environment and the energy storage and solutions market. This Five Forces analysis (Porter’s model) shows that Tesla must prioritise competitive rivalry as the most significant of the forces in its multinational business environment. Pressures from substitutes, suppliers and buyers are also considered in this business analysis.
Ansoff Matrix
Tesla’s Ansoff Matrix is a marketing planning model that may be utilised by the EV manufacturer to make strategic decisions. According to the Matrix, four different strategy options are available for businesses to implement:  market penetration, product development, market development and diversification.
As shown below, according to Jobber and Chadwick (2013), devising a holistic marketing strategy would be a beneficial move: 


ANSOFF’S MATRIX FOR DEVISING A MARKETING STRATEGY FOR TESLA MOTORS. 
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[bookmark: _Toc525624844]Within the scope of the Ansoff Matrix, Tesla uses all four growth strategies in an integrated manner:
1. Market penetration. This strategy entails selling existing products to existing markets; Tesla widely uses this strategy. Tesla has been focussing on selling its Model S, Model X and Model 3 electric vehicles, as well as the Powerwall 2 and Powerpack 2 energy storage products; additionally, Tesla sells solar panels, inverters, racking, electrical hardware and monitoring devices in the USA and 29 other countries. (Tesla, 2018)
2. Product development. This strategy denotes the development of new products to sell to existing markets. Tesla engages in new product development only occasionally. This is predominantly due to the excessively high cost of new product development in the electric vehicles and power storage sectors. Currently, the manufacturer is working to develop an articulated truck and pick-up truck alongside a range of energy storage products. (Muoio, 2017)
3. Market development. Market development strategies comprise finding new markets for existing products. Tesla has evaluated a number of new markets to enter, with India included in the shortlist. CEO Elon Musk “indicated it was the company’s Indian-born chief financial officer, Deepak Ahuja, who was really calling the shots on Tesla entering India”. (Barhat, 2018) Penetration of the Indian market is likely to be a strategically suitable decision for Tesla, given that it is estimated that “India will become the third-largest auto market in the world by 2020.” (Muoio, 2017)
4. Diversification. When following the diversification strategy, businesses develop new products for new markets. Tesla has utilised the diversification strategy over the last several years. Initially an electric vehicles manufacturer in 2003, the company later changed its name from Tesla Motors Inc. to simply Tesla Inc. after purchasing solar company SolarCity in 2016 and entering the energy storage sector. The manufacturer is anticipated to diversify further if and when it succeeds in overcoming its on-going financial issues.
SUMMARY OF STRATEGY RECOMMENDATIONS
The Tesla strategy, as stated by Elon Musk, the CEO and founder of Tesla Motors, is “to enter at the high end of the market, where customers are prepared to pay a premium, and then drive down market as fast as possible to higher unit volume and lower price with each successive model” (2006).
[image: ] 
Tesla has a clearly defined strategy that has been aligned with its mission and vision. This offers a competitive advantage and has aided Tesla in emerging as a prospective leader in the electric vehicle industry (Collis & Rukstad, 2008). Tesla’s commitment towards design, engineering, software and technology innovation is evident in its previous products, particularly the Model S. Tesla’s commitment to service excellence through Super Charger networks and a battery swap facility have also been solid. Tesla has exemplified its belief in open innovation through opening its patents to the automotive industry and forming strategic alliances with industry leaders such as Panasonic, Daimler, Toyota and Solar Edge. Such collaborations have served as a strong strategic move to foster innovation and growth (Lakhani et al, 2013). 
Despite the leadership and pioneering position achieved by Tesla, the company is still unprofitable and will need significantly more time, funding and perseverance to achieve financial success and business sustainability (Kim & Mauborgne, 2004). Tesla’s current valuation of close to $80 billion market capitalization is based on future predicted success and the recent commencement of the Model 3 production, although the company is still open for raising funds for the continuing production of the Model 3. Elon Musk’s bold expansion strategy that led to the investment of $3 billion in robotics and $5 billion in the Nevada Giga Factory was considered a risky approach. The company had also incurred losses in the production of Model 3 cars as the offered price was based on the volume productions at the Giga Factory, which is still not at maximum production capacity. Tesla currently has successfully begun the production of Model 3 orders; the company’s future achievements and strategic goals will significantly depend on this. The following are a list of strategic priorities that Tesla must concentrate on in the coming years:

1. Focus resources on Model 3 production: With a deficit in fulfilling existing orders, it is imperative for Tesla to create a production strategy for successful and timely completion of these orders. Generating funds, expansion of production place, Giga Factory battery production plan and training in production line and assembly are some of the suggested actions towards this objective. The hiring of Audi’s ex-head of production, Peter Hotchholdinger, is a step in the right direction. Tesla can outsource battery production for the Model 3, as the Giga Factories may take a longer time to deliver. As timeliness is imperative, an action plan must be developed to accomplish the above and achieve the annual production target, as production success is arguably the greatest objective at present.

2. Review business model to generate increased revenue and profits: Tesla’s existing business model is based on direct sales to the customers through company owned stores. The company could potentially review its business model to make it favourable to global expansion. Tesla’s ‘direct selling to customers’ strategy is based on the need to provide education to customers about the products and offer an exceptional service. However, to meet expansion targets in emerging economies, this strategy is relatively costly and has constraints. Partnering with appropriate companies and combining this with training may ensure maintenance of the existing culture in distant branches. A global distribution and franchise network may help in capturing new markets. Additionally, Tesla is not yet profitable and expansion plans have led to huge investments making profits more difficult. A new business development model must focus on producing short-term profits through the aggressively selling of all existing and new products: Model S, Model 3, Powertrain technology and other electric vehicle tools. 

3. Need for a comprehensive marketing strategy: Tesla needs a comprehensive marketing strategy for the appropriate positioning and sales of its various products. A globally integrated marketing strategy for creating a consistent brand image combined with culture and market-based campaign for various existing and new products would be needed. Also, all campaigns should take advantage of the green and sustainable energy aspect of the products on offer
.

4. Focused effort on battery R&D to reduce cost and increase profit: Tesla’s profits and market success depends upon the efficiency and cost of its batteries. They must have a dedicated R&D focus towards further improving the battery efficiency and decreasing the battery production cost. The quick set-up of Giga Factories and operating them at full capacity is important for cost reduction. Therefore, an integrated plan that generates business worth and is complemented by battery production at a Giga Factory will be beneficial. 

5. Capitalise on Powerwall: Tesla’s Powerwall home battery creation is a significant product for electricity backup, which can be very useful in homes of developing countries where continuous electricity supply is an issue and also in various commercial sectors. An exclusive business plan for marketing and sales of this product would need to be incorporated in the global strategy. 

6. Enhance and maintain innovation: Tesla’s long term strategy is in line with an energy innovation company with a much wider scope than an automobile company. Tesla’s innovation strategy “resonates ‘Innovative Persistence’. Initiatives like ‘Tesla Energy’, connecting electric cars with large scale renewable power and ‘Tesla Solar City’, providing the renewable power are true examples of an all-encompassing strategy that will drive Tesla towards a culture of innovation persistence” (Clausen et al., 2012). 
Tesla’s products, policies and technologies, driven by its revolutionary vision and “collaborative approach truly depicts a culture with strategic intent” (Hamel and Prahalad, 2005).
Sustaining its innovative edge and challenging the status quo is of paramount importance for Tesla in the foreseeable future.. With the multitude of opportunities presented for Tesla, it is important for the firm to take the necessary risks to yield the maximum benefit. (Arrieta et al., 2017) “This includes mobility services and autonomous technology, more sustained solar products, more environmentally-friendly products, and much more revolutionising forms of technological outlooks. As a pioneering company, Tesla must set the standard for other competitors alike to accelerate its edge.” (Arrieta et al., 2017)
7. Expand Internationally: There is significant demand for a company such as Tesla that has potential solutions for current world problems, including the increasingly high carbon emissions, global warming and pollution. Due of this, it is highly recommended that Tesla continue its efforts on international expansion, with a focus primarily on the sales and supply chain. The objective behind this would be to increase the numbers of customers and to better establish the firm in order to improve efficiencies. Essentially, successful expansion can lead to the implementation of efficient vertical integration. A shift towards a more vertically integrated position for the production of goods will help Tesla in avenues such as improved adaptability, lower and more controlled unit costs, and an ability to remain agile within the market. (Arrieta et al., 2017) In addition, it is thought that the in-house production of materials can also reduce inefficiencies and maximise long-term value. These values include quality improvement, production control, cost tracking and knowledge protection amongst others. In the past, Tesla had outsourced for its ‘roadster’, which resulted in costly inefficiencies.
8. Pursue Low-Priced Models: The final recommendation is that Tesla should continue the pursuit of a low-priced model for their products. This is supported by the success of the Tesla Model 3, which was principally structured to be cost efficient and much more affordable to customers. Capturing more customers in the lower and middle class brings much benefit for the company – both monetarily and terminally. The primary objective is to not only attract customers, but accelerate the global traction for Tesla. In essence, a low pricing scheme supports new product lines in the future and improve customer relations. We believe the implementation of this price model will better benefit the company.
Conclusion
As a corporation that has essentially spearheaded the realm of electric cars, Tesla Inc. has achieved a significant result due to its innovation and environmentally friendly aspirations. In order to sustain such a visionary approach, it would be recommended that Tesla does not merge with any automobile manufacturers in order to maintain its distinctive position and remain objectively dedicated. If any, it would be recommended that Tesla only engage in strategic acquisitions with lithium ion and solar-based technology companies. This would be based on financial and company cultural benefits. It is also recommended that Tesla modernises its mission and visions statements to better incorporate the entirety of its interests, such as electrical cars, electrical powertrains, autonomous driving technology, and solar-based roofing. This would aid in re-aligning the organisational guidance of Tesla with their brand and values. (Arrieta et al., 2017)
Implementing the above opportunities and recommendations - such as international expansion, pursuing new sustainable business segments, and the continued pursuit of low-priced models and innovative superiority - heavily depends on the on-going development of Tesla’s international operations. (Arrieta et al., 2017) Functions such as structure, control systems, compensation strategy and culture can greatly affect the level of success Tesla achieves with these opportunities. Expanding into new international territories, especially ones that currently are lacking in an electric vehicle market, may permit Tesla to lead the market in those territories before other global companies get a foothold. However, when implementing further international expansion, it would be wise to ring-fence resources to researching and understanding the various cultures, laws, and operations currently in place in each respective country. For example, some nations such as Germany have strict labour unions in which employees are not as motivated by sales, productivity, and efficiency because their labour unions protect them. In addition, sales tactics used on, for instance, American consumers, will differ to those used on consumers from different cultures. Operational staff trainers from departments such as sales and marketing should also be sent from Tesla to each new territory to enable success. Other corporations, when expanding globally, have historically made the error of focusing too much on the product itself and not on the labour producing it and the consumers buying it. While more costly, the investment in research and resources pays off greatly. (Arrieta et al., 2017)
Another key opportunity for Tesla is expanding into new sustainable business segments, as discussed above. However, in order to demonstrate success, it must be strategic regarding implementation. The best form of expansion into these new markets would be through acquisition - as Tesla undertook with SolarCity. Also, instead of exclusively depending on the current Tesla operations managers, a multitude of executives from these industries need to be brought in to team up with the Tesla management to effectively combine attributes of Tesla with these new business segments. All of these opportunities would benefit from Tesla’s continued pursuit of low-priced models and innovative superiority. Tesla’s innovative and forward-thinking culture creates an environment in which the employees are passionate about finding new ways to promote and create sustainability. However, with such expansive plans for the advancement of Tesla vehicles, it may be hard to shift the focus to other business sectors. The innovative superiority should go beyond only electric vehicles. While the mission statement has been updated to centre around accelerating sustainable energy as a whole, Tesla is still branded as a sustainable vehicle company. The change in perception needs to begin from within the company culture to support the overall expansion to new sustainable segments. In addition, when structuring the workforce in these new market segments, it would prove beneficial to have a forward-thinking compensation model. Akin to automotive company Lincoln, Tesla could motivate its employees through a compensation model that awards based on measurable sales, efficiency, and productivity. (Arrieta et al., 2017)
“Tesla has established itself as a leading innovator and successful company in its efforts to form a more sustainable environment and protect the planet. With already remarkable systems in place, Tesla’s reach is incomparable when coupled with their business opportunities.” (Arrieta et al., 2017)
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Firms clearly defined strategy. aligned with their mission and vision has offered a competitive advantage
and has helped Tesla emerge as a potential leader in the Electric Vehicle Industry (Collis & Ruckstad.
2008). Tesla’s commitment towards design. engineering. software and technology innovation is evident in

its past offerings. especially in Model S. the vehicle that won the Motor Trend car of the year award.
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