Strategic Management and Sustainability

                                Component 2: Academic Report

Module name and code: Strategic Management and Sustainability, LCBB6015















Student name: Maria Magdalena Tanase
Student number: 2310348











[bookmark: _Toc224912029]Executive Summary 

Tesla is an electric vehicle (EV) company that is currently in a powerful strategic position because of its innovative capabilities through software, high brand recognition, and vertically integrated work. Nonetheless, the company is encountering a growing number of external pressures, such as growing competition between both the market incumbents and new market contenders, such as BYD, changing regulatory challenges, and changing market forces as EV adoption grows more mainstream and price-elastic.

Internally, the major strengths of Tesla are in its Artificial Intelligence features, especially in autonomous driving and data synthesis, and the ability to control most vital factors in its supply chain. These functions give a base of long-term competitive advantage. Nevertheless, Tesla is in a very tight spot trying to keep growing and stay profitable particularly at the time when price cuts and competitive forces start to thin its margins.

To deal with this, the report suggests a comprehensive approach that is aimed at creating an AI-controlled mobility ecosystem and increasing the mass-scale production of EV at a reasonable cost. This strategy helps Tesla to use its technological advantages and stay competitive in the market that is becoming denser, and it helps to sustain the long-term growth and strategic stability.
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[bookmark: _Toc224912030]Introduction 

Strategic management is a concept that describes the way in which organisations use their internal strengths and external environment to design and execute strategies that deliver long-term competitive advantage (Rothaermel, 2021). 

This process in the automotive industry is becoming increasingly urgent as the process of technological disruption is accelerating, especially the shift to electric cars (EVs) and artificial intelligence (AI), as well as regulation based on sustainability. These changes have caused a lot of uncertainty thus compelling companies to keep on changing their strategies as a way of staying competitive and relevant.
This report seeks to assess the strategic position of Tesla by looking at its external environment and internal capabilities and then suggesting a strategy in the future that the company can implement in accordance with the industry trends and its competitive pressures. 

The report is organized in the following way: the first part constitutes the overview of Tesla, the second assessment of its strategic intent and current performance, the third section is a strategic analysis, and the fourth is the grounded strategic analysis presented by the report and recommendations.














[bookmark: _Toc224912031]Company Overview: Tesla 

Tesla, Inc. was established in the year 2003 and it is based in Austin, Texas. The company has established itself as an electric vehicle and clean energy innovator under the leadership of CEO Elon Musk, which has played a major role in reshaping the world automobile industry (Tesla, 2024). However, unlike the conventional car makers, Tesla undertaking a technology-driven strategy has incorporated software data and energy solutions into its business.

The fundamental products of the company consist of various electric vehicles such as Model S, Model 3, Model X, and Model Y that aim at both high-end and mass markets. Besides vehicle, Tesla has energy products as well consisting of solar panels and energy storage systems which allow Tesla to expand outside the automotive industry and into the overall sustainable energy marketplace.

Tesla is a company that has a good position in the market as one of the best manufacturers of EVs in the world. Nonetheless, its leadership faces growing threats of rivals like BYD and established automotive companies accelerating their electrification process (IEA, 2023). This change denotes a process of losing the initial leadership position in the market towards a more competitive and saturated space.

One of the major distinguishing factors that Tesla has is its business model. The company markets to consumers without going through any dealership channel and upgrades its cars with over the air software upgrades. Moreover, the fact that it also has high degree of vertical integration especially in battery manufacturing and software development, gives it more control of its cost, innovation and supply chain resilience, which tends to support its strategic edge.






[bookmark: _Toc224912032]Strategic Intent 

Tesla has a long-term commitment to transforming the environment, which is reflected in the vision of the company to accelerate the process of the world moving to sustainable energy (Tesla, 2024). Its mission is to provide high-performance electric cars and energy solutions that disrupt the conventional models of automobiles. The strategic goals of Tesla include staying the industry leader in EV, developing artificial intelligence and autopilot, and an extended energy ecosystem.

This strategic intent offers an effective and smooth direction that complies with the tendencies of global sustainability and technological disruption. Nonetheless, it has its problems, too. The ambitious timelines by Tesla especially on full self-driving technology have been delayed, which has raised concerns of implementation as well as credibility. This illustrates a disconnect between the strategic vision and delivery of operation.
[bookmark: _Toc224912033]Current Performance

The Tesla company has shown an impressive growth in revenue over the recent years, which was fuelled by the growth in vehicle deliveries and expansion across the world. Profitability has been stressed, though, and operating margins have fallen on hard times because of fierce price cuts to hold on to market share (Financial Times, 2024). These are pricing strategies that are a result of increasing competition and the change of premium positioning to growth based on volume.
Tesla has been dominating the EV market, and its market share across the globe has just started to decrease slightly as the company faces competition in the market, including BYD and Volkswagen (which are growing their electric products and producing them at an even better rate) (IEA, 2023). This implies the shift of early superiority to a more disputed competitive environment.

Innovation wise, Tesla still spends a lot of money in artificial intelligence, autonomous driving technologies and battery development. Its Full Self-Driving (FSD) system and self-developed software solutions continue to be the main points of difference, yet regulatory and technical issues still exist (Forbes, 2023).
The emerging strategic challenges comprise the increasing pressure in the competition, loss of margin through price reduction, and continued reliance on the leadership of Elon Musk. This indicates that Tesla is at the cross with its current strategy.
[bookmark: _Toc224912034]Strategy Analysis 
[bookmark: _Toc224912035]External Environment

The macro-environment in which Tesla operates is very dynamic as it is influenced by political, economic, social, technological, environmental and legal forces. On the political side, the incentives by the global governments to adopt EVs, especially in the US, Europe and China, are an opportunity to grow, though, increasing tensions in trade and protectionist measures are threats to Tesla global supply chain (IEA, 2024). Economically, inflation and rising raw material prices particularly on the lithium and batteries have put strain on production costs and margins.

Socially, there is a definite trend towards sustainable transport and consumers are increasingly showing preference to the environmentally friendly vehicles. On the technological side, there is a great opportunity in fast developing artificial intelligence and autonomous driving, but it needs constant investment to stay at the forefront. The demand of EVs is also supported by environmental pressures such as carbon neutrality globally, which is in line with the core strategy of Tesla. Nonetheless, challenges in law especially regarding autonomous driving laws are an uncertainty that could slow down the full adoption of self-driving technologies (BBC, 2023).
These create strategic and opportunity risk in Tesla, and it needs to constantly adapt to a changing environment.

The Five Forces by Porter also indicates the stiff competition in the industry. It has a very high level of rivalry, which is composed of both established car makers and newcomers like BYD, which adds to the level of price rivalry. There is a trend of growing buyer power as consumers have more EV options, and they are becoming price sensitive. The power of suppliers is average, but key battery materials dependence makes it vulnerable. The threat of substitutes, which includes the hybrid cars, and the use of public transport, is moderate and there are very high barriers to entry which restrains new entrants. Altogether, the increasing competition is the greatest strategic threat that Tesla faces because it is weakening its initial market position (McKinsey, 2023).
[bookmark: _Toc224912036]Internal Environment

The internal company analysis indicates that Tesla has both powerful strengths and weaknesses. A SWOT analysis reveals that the strong global brand, advanced AI and software technologies, and a high degree of vertical integration, especially the battery manufacturing, are the major strengths of Tesla. Nevertheless, quality control problems, the lack of product diversification and overdependence on Elon Musk are weaknesses that pose operational and strategic challenges.

There are potentials in penetrating new markets, developing autonomous driving vehicles and scaling energy storage systems. Simultaneously, the risk of rivalry with aggressive competitors, the introduction of stricter regulations, and price wars are all elements that persist in disrupting the position of Tesla on the market (Deloitte, 2024).
The VRIO model gives a better understanding of the competitive advantage of Tesla. Its AI and software features are unique, special and hard to copy, which gives the company a long-time competitive edge. Conversely, the Tesla brand is strong, however, it cannot be fully imitated, and the rival corporations are investing a lot in brand positioning. Its large scale of manufacturing provides an advantage in economies of scale, which is becoming synonymous with its competitors. This implies that the actual long-term competitive edge of Tesla is its software and AI features, and not its cars only.

Lastly, Tesla value chain demonstrates a good performance in research and development and software integration which has made the company to have continuous innovation and product improvement. Nevertheless, flaws on after sales services and customer care point out at the gaps in operations that can have an impact on customer satisfaction.
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Strategy Formulation
[bookmark: _Toc224912038]Strategic Options

There are various strategic alternatives that Tesla can use to deal with the growing intensity of competition. To start with, the cost leadership strategy aimed at making electric cars more affordable may help Tesla to enter the mass markets and compete with cheaper competitors like BYD directly. Second, Tesla might focus more on artificial intelligence and autonomous driving, which would reinforce its image as a technology-driven company and not a traditional car manufacturer. Third, the company may create mobility-as-a-service models by designing autonomous ride-hailing to establish additional revenue sources other than the sale of vehicles.
[bookmark: _Toc224912039]Chosen Strategy

The best solution is a multi-modality one: an AI-powered mobility platform and low-cost mass EV manufacturing. This will enable the Tesla Company to strike a balance between scale and technological differentiation.
[bookmark: _Toc224912040]Justification

The strategy is in line with the external trends in the industry, especially the high rate of EV adoption and the growing significance of AI in transport technology (PwC, 2023). It also builds on the internal capabilities of Tesla such as the highly advanced software, data advantage and vertically integrated system. Tesla can mitigate the growing competition and its technological dominance by balancing its innovativeness and affordability. Moreover, this will help decrease the dependence on one source of revenue by incorporating vehicles, software, and services into a larger ecosystem.
[bookmark: _Toc224912041]Implementation
To realize this plan, Tesla ought to widen its network of gigafactories in order to enhance production efficiency and cut on the costs. Meanwhile, it is necessary to invest more in AI and autonomous driving technologies to sustain differentiation. Recurring revenue can be created by the development of subscription-based services, like Full Self-Driving and connected features. Nonetheless, there still exist risks especially regulatory obstacles to autonomous driving and doubts about the timeframes of technological advancements that might push projected returns.
[bookmark: _Toc224912042]Conclusion and Recommendations 

The strategic position of Tesla has been analysed in this report by considering the external environment and internal capabilities of the company. The results indicate that Tesla has several advantages in terms of high brand presence, improved AI, and vertical integration but experiences growing external pressure due to the escalating competition, regulatory ambiguity, and rising costs. 
External analysis emphasizes the fact that the industry is very dynamic and competitive, whereas internal analysis proves that the real strength of Tesla is its software and innovation potential and not conventional manufacturing.

According to these findings, the report suggests that Tesla ought to ensure that it consolidates its presence as an AI-initiated mobility company, but in the meantime, it ought to scale its cost-efficient production of EVs. Such a two-way strategy enables the firm to be competitive in technological innovation and accessibility in the market.

When properly executed, this strategy is likely to help Tesla sustain a competitive advantage due to its talent to use its exclusive software and data capabilities. This will allow further expansion, greater resistance to competition and adherence to international trends in the direction of digitalisation and sustainability in the long run.
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