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[bookmark: _Toc166539262]Executive Summary
This report evaluates Tesla, Inc.’s strategic position within the United States electric vehicle (EV) market from the perspective of a strategic management consultant. The analysis applies established strategic frameworks, including PESTEL, VRIO, SWOT, Porter’s Five Forces, Ansoff’s Matrix, Corporate Social Responsibility (CSR), and the Balanced Scorecard, to evaluate Tesla’s current competitive position and future strategic direction (Hako, 1972; Richard et al., 2009).
The findings indicate that Tesla maintains significant competitive advantages through technological innovation, brand equity, vertical integration, software capabilities, and its sustainable energy ecosystem (Alger, Velegol and Shi, 2021). However, increasing competition from established automotive manufacturers and EV specialists, declining price differentiation, supply-chain vulnerabilities, regulatory uncertainty, and operational pressures threaten the sustainability of these advantages.
Huang, (2023) argues that Tesla should adopt a hybrid differentiation and cost efficiency strategy. This approach would allow Tesla to maintain its technological leadership while improving affordability, operational scalability, and long-term profitability (Huang, 2023). Strategic priorities should include developing lower-cost EV platforms, strengthening supply-chain resilience, expanding software-based revenue streams, and enhancing sustainability practices.
Overall, Tesla’s future success depends on transitioning from an innovation-led EV disruptor into a resilient sustainable mobility ecosystem capable of delivering technological value, operational efficiency, and long-term stakeholder value.
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[bookmark: _Toc1293440227]Introduction
In an increasingly competitive and uncertain global business environment, organisations must continuously evaluate their strategic position to maintain competitive advantage and achieve sustainable growth (Liv, 2013). Strategic management provides a structured approach for understanding how external environmental conditions, internal capabilities, and choices influence organisational performance (Whittington et al., 2017).
This report adopts the role of a strategic management consultant to critically evaluate Tesla, Inc.’s strategic position within the United States EV market. Tesla has transformed the automotive sector through technological innovation, vertical integration, direct to consumer distribution, and sustainability-focused positioning (Foundora.Co, 2025). However, increasing competitive rivalry, affordability pressures, supply-chain challenges, and regulatory uncertainty create significant strategic challenges.
The report examines Tesla’s strategic environment using PESTEL, VRIO, and SWOT analyses (CIPD, 2025; Jurevicius, 2025; Makos, 2022), and then evaluates its CSR approach and operational performance using the Balanced Scorecard framework (Kaplan & Norton, 1992). Based on this analysis, the report recommends a hybrid differentiation and cost-efficiency strategy to enable Tesla to preserve innovation leadership while improving scalability, accessibility, and long-term competitive resilience (Miao, 2025).
[bookmark: _Toc1524337801]1. Organisational Context and Overview
1.1 Company Background
Tesla, Inc. is a US-based multinational organisation operating within the electric vehicle (EV), battery storage, renewable energy, and artificial intelligence sectors. Established in 2003 by Martin Eberhard and Marc Tarpenning, Tesla was created with the strategic ambition of accelerating the transition towards sustainable energy (Alger, Velegol and Shi, 2021; Tasla, 2024). Following Elon Musk’s investment and leadership involvement from 2004 onwards, Tesla developed from a niche electric sports car manufacturer into one of the world’s most influential automotive technology companies (Tesla, 2024).
Tesla’s strategic evolution aligns with Christensen’s (1997) theory of disruptive innovation, in which organisations challenge established industries through technological advancement and alternative business models (Miao, 2025). Initially competing within the premium automotive segment through the Roadster, and Model S, Tesla expanded towards broader market adoption through the Model 3 and Model Y (Tesla, 2024). This transition represents an application of Ansoff’s (1957) market penetration strategy, enabling Tesla to increase EV adoption; however, it has also created strategic tensions between maintaining premium brand positioning, achieving affordability, and protecting profitability (Hako, 1972; Richard et al., 2009).
Tesla's previous mission was “to accelerate the world's transition to sustainable energy” (Alger, Velegol and Shi, 2021; Tasla, 2024). But the company has since revised its mission to “build a world of amazing abundance,” signalling a broader vision that encompasses sustainable energy, artificial intelligence, automation, and robotics (WRI 2020; Tesla, 2026). Provides strategic alignment between environmental objectives and business growth. From a stakeholder perspective, (Freeman, 1984; Freeman and Phillips, 2002), Tesla seeks to create value beyond shareholders by contributing to climate transition and sustainable transportation. Nevertheless, critical evaluation highlights ongoing challenges relating to battery mineral sourcing, supply-chain transparency, and manufacturing sustainability (Freeman and Phillips, 2002)
A key source of Tesla’s competitive advantage is its vertically integrated business model, which combines vehicle development, battery technology, software systems, manufacturing, charging infrastructure, and direct customer sales. Porter’s (1985) value chain framework suggests that integration can strengthen competitive advantage by improving control over innovation, quality, and operational efficiency (Gratton, 2025). Tesla’s Supercharger network, over-the-air software updates, and vehicle data capabilities differentiate the organisation from many traditional automotive manufacturers.
However, vertical integration also creates strategic vulnerabilities. High capital requirements, manufacturing complexity, and dependence on critical raw materials increase operational risk. Therefore, Tesla’s future competitiveness depends not only on innovation but also on its ability to improve efficiency, scalability, and supply chain resilience (Hitt, Ireland, and Hoskisson, 2019).
This report focuses specifically on Tesla’s electric vehicle operations within the United States market. This focus is strategically justified because the US remains a critical market due to Tesla’s manufacturing presence, regulatory influence, and competitive importance. Government initiatives, including the Inflation Reduction Act (IRA), have supported EV adoption through consumer incentives and clean energy investment. However, reliance on government support also creates strategic exposure, as changes in political priorities may influence consumer demand and market conditions.
The US EV industry is characterised by increasing competition from established manufacturers such as Ford and General Motors, as well as EV-focused organisations such as Rivian and BYD (IEA, 2024; Ramos and Ruiz-Gálvez, 2024). Porter’s (2008) competitive forces framework suggests that intensifying rivalry reduces firms' ability to rely solely on historical advantages (Gratton, 2025). Although Tesla retains significant strengths through technological capability, brand reputation, charging infrastructure, and software integration, the resource-based view (Barney, 1991) suggests that these resources must remain valuable, rare, difficult to imitate, and effectively managed.
Therefore, while Tesla currently maintains a strong competitive position, its long-term success depends on transitioning from a technology-driven EV manufacturer into an integrated sustainable mobility ecosystem that combines innovation, operational excellence, and stakeholder value creation according to (Inside tesla’s blueprint: Strategy, sustainability, and competitive edge, 2025).
[bookmark: _Toc2040180117]2. External and Internal Analysis
Strategic success depends on an organisation's ability to align internal capabilities with external environmental conditions. Whittington et al. (2017) argue that sustainable competitive advantage requires organisations to understand how macro-environmental forces influence strategic decision-making. For Tesla, operating in the highly competitive United States electric vehicle (EV) market, external analysis is particularly important due to rapid technological innovation, evolving regulation, increasing competition and changing stakeholder expectations. The PESTEL framework is applied to identify the principal opportunities and threats shaping Tesla's strategic position (see Appendix A, Figure A1).
2.1 External Analysis: PESTEL Framework
The PESTEL framework evaluates political, economic, social, technological, environmental, and legal factors influencing organisational strategy (Makos, 2022). According to (Whittington et al., 2017), macro-environmental analysis enables organisations to identify emerging opportunities and threats that may affect long-term competitiveness. For Tesla, external factors are particularly significant because the EV industry is shaped by government policy, technological disruption, sustainability expectations, and changing consumer behaviour (Alger et al. 2021).
Political Factors
Government policy remains both a major opportunity and strategic risk. The Inflation Reduction Act (IRA) has accelerated EV adoption through tax incentives and investment in domestic battery production and charging infrastructure, supporting Tesla's market growth (G.J. Offer et al., 2011). However, reliance on government incentives exposes Tesla to policy uncertainty, while geopolitical tensions affecting critical minerals such as lithium, nickel and cobalt increase supply-chain vulnerability (Eckhouse 2025; Marzouk 2025). Consequently, Tesla must strengthen domestic sourcing, improve manufacturing efficiency and diversify revenue through energy storage and software services to reduce dependence on external policy support (Gratton, 2025).
Economic Factors
Macroeconomic conditions directly influence consumer affordability, demand, and profitability within the EV market. Rising inflation, higher interest rates, and increased financing costs have reduced demand for premium electric vehicles, intensifying competitive pressures. In response, Tesla implemented a series of vehicle price reductions throughout 2023, with further targeted adjustments during 2024 to maintain sales volumes and defend market share (Tesla, 2024). While this strategy aligns with Ansoff's (1957) market penetration approach by improving affordability and expanding customer access, it has also compressed profit margins and risked weakening Tesla's premium brand positioning (Hako, 1972; Richard et al., 2009). Nevertheless, declining battery costs and continued manufacturing innovation present opportunities to improve affordability through greater production efficiency and economies of scale rather than relying on sustained price competition (IEA, 2024). Consequently, Tesla's long-term strategic challenge is to balance market growth with profitability while preserving its differentiation advantage through innovation rather than price alone.
Social Factors
Growing environmental awareness continues to support demand for electric vehicles, reinforcing Tesla's reputation for innovation and sustainability. However, consumer expectations now extend beyond technological leadership to include affordability, reliability, customer service and responsible corporate behaviour. At the same time, competitors such as BYD, Ford and General Motors are expanding their EV portfolios, reducing Tesla's differentiation advantage (Ramos and Ruiz-Gálvez, 2024). Maintaining stakeholder confidence therefore requires stronger governance, workforce engagement and customer experience alongside continued product innovation (Freeman and Phillips, 2002).
Technological Factors
Technology remains Tesla's principal competitive advantage through its capabilities in battery development, artificial intelligence, autonomous driving and software integration. Teece (2018) argues that organisations must continually renew capabilities to sustain competitive advantage in rapidly changing markets. Tesla's extensive vehicle data and over-the-air software updates create ongoing customer value and support future autonomous mobility services (G.J. Offer et al., 2011). Nevertheless, increasing investment by competitors in EV platforms, battery technology and connected vehicles means Tesla's technological leadership is becoming increasingly contestable, requiring continuous innovation to maintain differentiation.
Environmental Factors
Environmental sustainability underpins Tesla's business model and competitive positioning. Its electric vehicles and renewable energy solutions contribute to global decarbonisation objectives and strengthen its sustainability-based differentiation strategy (Alger et al; 2021; Eckhouse, 2025; WRI, 2020). However, battery production remains dependent on minerals associated with environmental degradation and ethical sourcing concerns (Eckhouse 2025). To maintain credibility, Tesla must strengthen battery recycling, circular economy initiatives and supply-chain transparency, ensuring sustainability extends across the entire product lifecycle rather than focusing solely on vehicle emissions.
Legal Factors
The automotive industry is subject to increasingly stringent regulation relating to vehicle safety, autonomous driving, emissions and data protection (Staff Writer, 2025). Tesla's Autopilot and Full Self-Driving technologies face ongoing regulatory scrutiny, potentially delaying commercial deployment and increasing compliance costs. Integrating regulatory compliance into product development will therefore be essential if Tesla is to convert technological innovation into sustainable commercial advantage (Staff Writer, 2025).
Overall, the PESTEL analysis demonstrates that Tesla operates within a highly dynamic environment characterised by significant growth opportunities alongside substantial strategic risks (Makos, 2022). Government support for electrification, technological innovation and increasing environmental awareness continue to support market expansion, while intensifying competition, policy uncertainty, supply-chain dependence and regulatory scrutiny threaten long-term competitiveness (CIPD, 2025; Makos, 2022). These findings provide the foundation for the subsequent VRIO and SWOT analyses, which assess whether Tesla's internal resources and capabilities are sufficient to exploit external opportunities while mitigating emerging threats (Whittington et al., 2017).

2.2 Internal Analysis: VRIO Framework
The VRIO framework evaluates whether organisational resources can generate sustainable competitive advantage by assessing whether they are Valuable, Rare, difficult to Imitate, and Organised effectively (Barney, 1991).
The VRIO analysis (Appendix A, Figure A1) demonstrates that Tesla possesses several valuable resources. Brand reputation creates customer loyalty but is becoming less rare as competitors strengthen their sustainability positioning, resulting in only a temporary competitive advantage. In contrast, Tesla's Supercharger network remains valuable, rare, difficult to imitate and effectively organised, providing a sustained competitive advantage (Barney, 1991). Vertical integration and battery technology continue to support competitive advantage, although increasing industry investment suggests these resources may become less rare over time (Barney, 1991).
Tesla’s brand equity is one of its strongest resources. The company has successfully associated EV ownership with innovation, sustainability, and technological leadership. However, as EV adoption becomes mainstream, brand differentiation may weaken as competitors develop comparable sustainability narratives (Almansour, 2022).
Tesla’s Supercharger network represents a stronger source of advantage because it creates ecosystem value and improves customer convenience. Unlike traditional manufacturers that depend heavily on external charging networks, Tesla maintains greater control over charging accessibility and customer experience (Hassan, 2025).  However, competitors such as BYD, Ford, General Motors, and Volkswagen are increasingly adopting similar charging approaches, reducing long-term uniqueness (Mohan, et, al. 2026).
Tesla’s software capability and vehicle data represent significant future opportunities. The accumulation of driving data supports the development of artificial intelligence and improvements in autonomous driving. Nevertheless, these advantages require ongoing investment, as competitors with significant financial resources can replicate technological capabilities over time.
Overall, the VRIO analysis suggests that Tesla possesses valuable strategic resources; however, many of its advantages are becoming increasingly contestable. Therefore, Tesla cannot rely solely on historical innovation leadership and must continue developing dynamic capabilities that allow adaptation and renewal.
2.3 SWOT Analysis
The SWOT analysis integrates the external opportunities and threats identified through PESTEL with the internal strengths and weaknesses identified through VRIO.
The SWOT analysis identifies technological capability, ecosystem integration and brand reputation as Tesla's principal strengths (CIPD, 2025), while manufacturing complexity and supply-chain dependency remain significant weaknesses. These internal factors align closely with external opportunities in sustainable mobility but also expose Tesla to increasing competitive rivalry and regulatory uncertainty (see Appendix A, Figure A2). 
Overall, the PESTEL, VRIO and SWOT analyses (see Appendix A, Figures A1–A2) demonstrate that Tesla operates in a highly dynamic environment in which competitive advantage depends upon effectively aligning internal capabilities with external opportunities while mitigating strategic risks (CIPD, 2025; Jurevicius, 2025; Makos, 2022; Whittington et al., 2017).
SWOT Conclusion
The SWOT analysis demonstrates that Tesla remains strategically well-positioned but faces increasing pressure from market maturity, competitive convergence, and changing stakeholder expectations (CIPD, 2025). Tesla’s strengths in technological innovation, brand reputation, ecosystem integration, and sustainability positioning provide a strong foundation for future growth. However, these advantages are becoming increasingly vulnerable as competitors develop similar electric vehicle capabilities, while challenges relating to affordability, supply-chain resilience, governance, and regulatory uncertainty require strategic attention (Li, 2024).
From a strategic consultancy perspective, Tesla’s central challenge is balancing its historical differentiation advantage with the need to improve operational efficiency, accessibility, and long-term resilience. The organisation must leverage its internal capabilities to respond effectively to external pressures while ensuring that innovation translates into sustainable financial and stakeholder value. Therefore, the following section extends this analysis by examining Tesla’s broader organisational performance through CSR and the Balanced Scorecard framework (Hegazy, Hegazy and Eldeeb, 2022), evaluating whether Tesla’s current strategy is effectively aligned with its business objectives and stakeholder expectations (Chua, 2025; Liu and Zhou, 2025). 
[bookmark: _Toc963530330]3. Comprehensive and Holistic View of Tesla
3.1 Corporate Social Responsibility (CSR)
[bookmark: _Int_FonePQqg]Building on the strategic issues identified through the PESTEL, VRIO and SWOT analyses (see Appendix A), this section evaluates whether Tesla’s Corporate Social Responsibility (CSR) strategy is effectively aligned with its long-term business objectives and competitive strategy (Satriyo & Putro, 2025). CSR involves integrating ethical, social and environmental considerations into organisational decision-making to create value for both stakeholders and shareholders (Carroll, 1991; Chua, 2025; Liu and Zhou, 2025)). Within strategic management, CSR has developed from a voluntary responsibility into a strategic capability that can strengthen competitive advantage, stakeholder trust and sustainable performance, particularly in industries influenced by sustainability expectations and regulatory pressures (Chua, 2025; Liu and Zhou, 2025, Whittington et al., 2017) 
For Tesla, CSR is embedded within its strategic purpose and business model. The organisation’s previous mission, “to accelerate the world’s transition to sustainable energy,” aligned sustainability with electric vehicle adoption, renewable energy and clean technology development (Eckhouse, 2025; Li, 2024; Steiber, 2017; Tesla, 2026). Tesla’s current mission, “to build a world of amazing abundance,” reflects a broader focus incorporating artificial intelligence, robotics, automation and sustainable technologies (Tesla, 2026). This demonstrates Tesla’s attempt to integrate environmental responsibility with technological innovation and future growth opportunities (Barney, 1991). 
Tesla’s strongest CSR contribution is its environmental strategy through electric vehicles, renewable energy solutions, battery storage and charging infrastructure (Chua, 2025; Liu and Zhou, 2025). By reducing dependence on internal combustion engines, Tesla supports global decarbonisation objectives while strengthening its differentiation strategy. Porter (1985) argues that competitive advantage can be achieved through differentiation by creating unique value for customers. Tesla’s combination of sustainability and innovation has enhanced brand reputation, attracted environmentally conscious consumers and supported continued investment in technology development.
However, critical evaluation highlights a sustainability paradox. Although Tesla’s products contribute to lower operational emissions, battery production creates environmental and ethical challenges (G.J. Offer et al., 2011). The extraction of lithium, nickel and cobalt creates concerns relating to resource dependency, environmental degradation and labour conditions within global supply chains (Chua, 2025; Eckhouse, 2025; Liu and Zhou, 2025). Therefore, Tesla’s CSR performance should be assessed across the entire product lifecycle, including responsible sourcing, manufacturing impacts and battery recycling. Strengthening circular economy practices and supply-chain transparency would improve ESG performance and reduce reputational risk.
Tesla’s integrated ecosystem also supports its CSR objectives by providing customers with a broader transition towards sustainable energy through electric vehicles (Alger, Velegol and Shi, 2021; Tasla, 2024), charging infrastructure, renewable energy generation and battery storage (Eckhouse, 2025; Steiber, 2017; Tesla, 2026). This ecosystem creates additional growth opportunities while reinforcing Tesla’s strategic positioning. However, significant investment in innovation, artificial intelligence and energy solutions requires substantial financial resources and may create short-term pressure on profitability, requiring careful balance between long-term strategic objectives and investor expectations (Tesla, 2026).
From a stakeholder perspective, Freeman’s (1984) stakeholder theory highlights the importance of balancing the interests of customers, employees, investors, suppliers and communities. Tesla generates stakeholder value through technological innovation, sustainable infrastructure investment, and employment creation (Freeman and Phillips, 2002). Nevertheless, concerns regarding workplace culture, employee relations, leadership concentration, and governance practices may negatively influence stakeholder confidence.
Applying Carroll’s (1991) CSR Pyramid, Tesla demonstrates strong economic responsibility through innovation, profitability and value creation, alongside legal responsibility through compliance with automotive and environmental regulations. However, ethical responsibilities require further improvement, particularly regarding supply-chain accountability, workforce engagement, and governance transparency.
Overall, Tesla’s CSR strategy represents both a competitive advantage and an ongoing strategic challenge. Sustainability remains central to Tesla’s differentiation; however, long-term legitimacy depends on ensuring that stated CSR commitments are consistently reflected in operational practices (Steiber, 2017; Tesla, 2026). Therefore, CSR should be considered a strategic capability that strengthens resilience, stakeholder trust, and sustainable competitive advantage rather than simply a reputational initiative.
3.2 Balanced Scorecard Analysis
Kaplan and Norton's (1992) Balanced Scorecard translates organisational strategy into measurable objectives across four interrelated perspectives: financial, customer, internal business processes, and learning and growth. Building on the findings of the PESTEL, VRIO, SWOT and CSR analyses, the Balanced Scorecard evaluates whether Tesla's strategic objectives are aligned with its mission, competitive priorities, and long-term business goals (CIPD, 2025; (Jurevicius, 2025; Makos, 2022). The proposed Balanced Scorecard, including objectives, key performance indicators (KPIs), targets and strategic initiatives, is presented in Appendix B (Figures B1–B4).
Financial Perspective
From a financial perspective, Tesla must improve manufacturing efficiency while maintaining profitability in an increasingly competitive EV market. As identified in the PESTEL and SWOT analyses, recent price reductions and rising competitive pressure have compressed profit margins, making operational efficiency a strategic priority. Appendix B (Figure B1) demonstrates that optimising Gigafactory operations, strengthening supply-chain resilience, and increasing the use of recycled battery materials can reduce production costs while supporting sustainable growth. These initiatives align with Tesla's CSR strategy by improving both financial performance and environmental sustainability (Kaplan and Norton, 1992; Whittington et al., 2017).
Customer Perspective
The customer perspective focuses on maintaining Tesla's differentiation through superior customer value rather than competing primarily on price. As shown in Appendix B (Figure B2), continuous software innovation, improvements in customer service and expansion of the Supercharger network are intended to strengthen customer satisfaction, loyalty and brand reputation (Gratton, 2025). These priorities directly address the growing competitive pressures identified in the SWOT analysis and reinforce Tesla's ecosystem strategy by enhancing the overall ownership experience.
Internal Business Process Perspective
The internal business process perspective concentrates on improving operational efficiency and supply-chain resilience. Appendix B (Figure B3) highlights initiatives to enhance manufacturing performance, strengthen sustainable sourcing, and expand battery recycling (Tesla, 2026; Kaplan and Norton, 1992). These objectives respond directly to weaknesses identified in the VRIO and SWOT analyses, particularly supply-chain dependency and operational complexity, while supporting Tesla's broader environmental commitments and long-term competitiveness (Barney, 1991).
Learning and Growth Perspective
The learning and growth perspective emphasises Tesla's continued investment in innovation, employee capability and organisational governance. As illustrated in Appendix B (Figure B4), sustaining leadership in artificial intelligence, battery technology and autonomous driving requires ongoing investment in research and development alongside improvements in workforce engagement and governance. These initiatives support Tesla's revised mission of building "a world of amazing abundance" by ensuring that technological innovation is supported by organisational capability and effective leadership (Tesla, 2026; Kaplan and Norton, 1992).
Balanced Scorecard Conclusion
Overall, the Balanced Scorecard demonstrates that Tesla's long-term success depends on balancing financial performance with customer value, operational excellence, and continuous organisational learning. Collectively, the four perspectives reinforce the findings of the CSR analysis by showing that sustainable competitive advantage depends not only on technological innovation but also on effective governance, resilient operations and stakeholder value creation. The Balanced Scorecard therefore provides a practical framework for translating Tesla's strategic objectives into measurable organisational performance.

[bookmark: _Toc1185241313]4. Strategic Choices and Implementation
4.1 Evaluation of Strategic Choices at Business Level
Building on external, internal, CSR, and Balanced Scorecard analysis, Tesla’s strategic challenge is to maintain competitive advantage while responding to increasing industry pressures. The previous sections identified that Tesla’s differentiation strategy, based on technological innovation, sustainability, brand reputation, and ecosystem integration, has been central to its success within the United States EV market (Li, 2024). However, the analysis also highlighted several strategic limitations, including premium pricing, manufacturing complexity, supply-chain dependency, increasing competitive rivalry, and growing stakeholder expectations regarding responsible business practices.
Strategic management requires organisations to align internal capabilities with external environmental conditions to achieve sustainable competitive advantage (Whittington et al., 2017). Therefore, Tesla must evaluate alternative strategic options that allow the organisation to protect its existing strengths while improving scalability, affordability, and long-term resilience (Tesla, 2023).
Business-level strategy determines how organisations compete within an industry by creating and sustaining customer value. Porter (1985) identifies three generic strategies: cost leadership, differentiation, and focus. Tesla has historically pursued a differentiation strategy by competing through advanced battery technology, artificial intelligence, software integration, the Supercharger network, and a strong sustainability-focused brand identity (Gratton, 2025). This approach has enabled Tesla to establish a distinctive market position by combining technological innovation with environmental value (Tesla, 2023; Wheeler, 2025).
From a resource-based view (RBV), competitive advantage depends on resources and capabilities that are valuable, rare, difficult to imitate, and effectively organised (Barney, 1991). Tesla’s Supercharger network, vehicle data capabilities, software ecosystem, brand reputation, and manufacturing expertise represent strategic resources that have supported its growth. However, the VRIO analysis demonstrated that some of these advantages are becoming increasingly vulnerable as competitors develop similar EV capabilities. As Teece (2018) argues, organisations operating in rapidly changing industries require dynamic capabilities to continuously renew and adapt their resources.
Maintaining a pure differentiation strategy would allow Tesla to continue focusing on premium vehicles, autonomous driving technologies, and software-based services. This strategy supports brand equity and potentially higher margins because customers may perceive Tesla products as technologically superior (Keller, 2013). However, external analysis identified increasing affordability pressures, inflation, higher interest rates, and intensified competition from organisations such as BYD, Ford, General Motors, and Volkswagen (IEA, 2024; Ramos and Ruiz-Gálvez, 2024). As EV adoption becomes more mainstream, customers increasingly evaluate vehicles based on price, reliability, charging availability, and practicality rather than innovation alone (Huang, 2023).
Alternatively, Tesla could pursue a cost leadership strategy by improving production efficiency, reducing manufacturing costs, and expanding accessibility to broader market segments. Porter (1985) suggests that cost leadership can create competitive advantage by allowing organisations to offer products at lower prices while maintaining profitability. Tesla’s Gigafactories, automation capabilities, battery expertise, and economies of scale provide a foundation for cost reduction. However, a complete transition towards cost leadership could weaken Tesla’s differentiation advantage and potentially damage brand perception. Porter (1985) warns that organisations attempting to pursue incompatible strategies may become “stuck in the middle”, reducing their ability to compete effectively.
A further strategic option is diversification into complementary markets, including renewable energy storage, artificial intelligence, autonomous mobility, and software services (Eckhouse, 2025; Steiber, 2017; Tesla, 2026). Ansoff’s (1957) growth matrix suggests that diversification can provide opportunities for expansion by entering new markets with new products (Hako, 1972; Richard et al., 2009). This approach aligns with Tesla’s evolving mission to “build a world of amazing abundance” through sustainable technologies, AI, and automation (Tesla, 2026). However, diversification also creates strategic risks because new markets require significant investment, specialist capabilities, and regulatory approval (Whittington et al., 2017).
Therefore, based on the findings from the external, internal, CSR, and Balanced Scorecard analyses, the most appropriate strategic direction for Tesla is a hybrid strategy combining differentiation with selective cost leadership and ecosystem expansion. This approach enables Tesla to maintain its innovation-based advantage while addressing weaknesses relating to affordability, operational efficiency, and market accessibility (Steiber, 2017; Tesla, 2026).
4.2 Recommended Strategy: Hybrid Differentiation with Selective Cost Leadership
From a strategic consultancy perspective, Tesla should adopt a hybrid differentiation strategy supported by selective cost leadership. This approach enables Tesla to preserve its technological and sustainability-based competitive advantage while improving affordability, operational efficiency, and long-term scalability.
The recommendation aligns with Whittington et al., (2017) argument that organisations operating within uncertain and dynamic environments require strategic flexibility rather than relying on a single competitive approach. Tesla should continue investing in artificial intelligence, battery innovation (Wheeler, 2025), autonomous driving, and software development while simultaneously improving manufacturing efficiency, supply-chain resilience, and cost management.
This strategy directly responds to issues identified throughout the report. The PESTEL analysis highlighted increasing competitive rivalry, regulatory uncertainty, and affordability pressures, while the VRIO analysis demonstrated that Tesla’s resources require continuous development to remain valuable. Therefore, Tesla should leverage its existing capabilities while strengthening areas where it faces competitive vulnerability.
Tesla’s technological capabilities and sustainability positioning provide the foundation for continued differentiation. According to Porter (1985), differentiation strategies are successful when organisations create unique value that customers perceive as meaningful. Tesla’s integrated ecosystem, combining vehicles, charging infrastructure, renewable energy, and software services, creates a broader value proposition than traditional automotive manufacturers (Gratton, 2025).
However, Tesla should avoid relying excessively on price reductions to increase market share. Although price reductions may support short-term market penetration, they may also reduce profit margins and weaken premium brand positioning. Instead, affordability should be achieved through operational improvements, manufacturing innovation (Tesla, 2023; Wheeler, 2025), battery cost reduction, and economies of scale.
Furthermore, expanding software services, energy storage solutions, and AI-driven technologies support revenue diversification and reduce dependence on vehicle sales. This approach reflects the concept of ambidextrous organisations, where firms simultaneously exploit existing capabilities while exploring new opportunities for future growth (O’Reilly and Tushman, 2013).
4.3 Strategic Evaluation Using the SAFe Framework
The SAFe framework evaluates strategic choices through suitability, acceptability, and feasibility, ensuring that strategic recommendations are aligned with organisational capabilities and stakeholder expectations (Whittington et al., 2017)..
Suitability
The hybrid differentiation strategy is suitable because it directly responds to the strategic issues identified throughout this report. It addresses competitive pressures identified through PESTEL analysis by improving affordability and operational efficiency while maintaining technological differentiation. It also aligns with Tesla’s VRIO resources by utilising its brand reputation, software capability, charging infrastructure, and innovation expertise.
Furthermore, the strategy supports Tesla’s CSR objectives by encouraging sustainable production methods, responsible supply-chain management, and continued investment in renewable technologies. Porter and Kramer (2011) argue that organisations can create shared value when business strategies simultaneously generate economic benefits and address wider social challenges.
Acceptability
The recommended strategy provides potential benefits for multiple stakeholders. Investors may benefit from improved profitability, greater revenue diversification, and reduced dependence on vehicle sales. Customers benefit from increased EV accessibility while maintaining access to Tesla’s technological advantages. Employees and wider stakeholders may benefit from improved sustainability practices and organisational development.
However, strategic implementation also involves risks. Investment in autonomous driving, AI, and energy technologies requires significant financial resources and may not produce immediate returns. Additionally, reducing production costs must be carefully managed to avoid negatively affecting product quality, employee conditions, or customer trust. Freeman’s (1984) stakeholder theory highlights that successful organisations must balance the interests of multiple stakeholder groups rather than focusing exclusively on shareholder returns (Freeman,2010).
Feasibility
The strategy is feasible because Tesla possesses significant organisational resources, including manufacturing infrastructure, financial strength, technological expertise, and global brand recognition. These capabilities provide a strong foundation for improving efficiency while continuing innovation (Tesla, 2023; Wheeler, 2025).
Nevertheless, implementation requires Tesla to address weaknesses identified earlier in the report. Supply-chain risks, particularly dependence on lithium, nickel, and cobalt, require investment in supplier diversification, recycling capabilities, and responsible sourcing practices. Additionally, stronger governance structures, employee engagement, and sustainability reporting will support long-term organisational resilience (Carroll, 1991).
5. Conclusion
Implementation of the recommended strategy requires Tesla to balance innovation, affordability, profitability, and stakeholder responsibility. The organisation must reduce costs through operational improvement rather than excessive price competition, strengthen supply-chain resilience through sustainable sourcing and recycling initiatives, and maintain differentiation by expanding beyond vehicle manufacturing into software, artificial intelligence, and renewable energy solutions (Eckhouse, 2025; Steiber, 2017; Tesla, 2026).
Overall, Tesla’s future success depends on transitioning from an innovation-led EV manufacturer into a scalable sustainable mobility ecosystem (Tesla, 2023; Wheeler, 2025).. A hybrid differentiation strategy supported by selective cost leadership provides the most appropriate strategic direction because it combines Tesla’s existing strengths with the capabilities required to address future industry challenges. The SAFe evaluation demonstrates that the strategy is suitable for current market conditions, acceptable to key stakeholders, and feasible based on Tesla’s resources and capabilities. However, achieving sustainable competitive advantage will depend on effective implementation, stronger governance, and continuous adaptation within an increasingly competitive EV industry.

[bookmark: _Toc186753355]6. Reflective Account Using Gibbs’ Reflective Cycle
1. Description
The process of researching, analysing, and preparing this strategic management report involved critically evaluating Tesla, Inc.’s strategic position within the United States EV market (Li, 2024; Steiber, 2017; Tesla, 2026). The assignment required me to adopt the role of a strategic management consultant by applying academic frameworks to assess Tesla’s external environment, internal capabilities, strategic choices, and long-term competitive position. Frameworks including PESTEL, VRIO, SWOT, Balanced Scorecard, CSR theory, Ansoff’s Matrix, and the SAFe framework supported the development of evidence-based recommendations (Hako, 1972; Richard et al., 2009).
Initially, I considered analysing alternative organisations to improve originality. However, after reviewing available information, I selected Tesla due to the accessibility and quality of secondary data, including corporate reports, sustainability publications, government sources, industry research, and academic literature. Through this process, I recognised that originality at postgraduate level is not achieved through selecting an uncommon organisation but through demonstrating critical analysis, strategic judgement, and the ability to synthesise evidence from multiple perspectives.
Feelings
At the beginning of the assignment, I felt uncertain about selecting Tesla because it is a highly researched organisation. I was concerned that producing original insights would be challenging due to the extensive information already available. Furthermore, the volume of data initially appeared overwhelming, making it difficult to identify the most strategically relevant information.
As the module progressed, my confidence improved through lecturer feedback, classroom discussions, and practical activities. I developed a clearer understanding that strategic management requires more than describing organisational activities; it involves evaluating strategic effectiveness, identifying risks, and assessing whether competitive advantages can be sustained. Feedback from my lecturer encouraged me to move away from descriptive analysis and focus more on critical evaluation, particularly regarding whether Tesla’s resources, capabilities, and strategies would remain valuable in a changing market.
Evaluation
A key strength of this assignment was the opportunity to integrate independent research with academic theory and continuous feedback. Throughout the process, I improved my ability to apply strategic frameworks analytically rather than simply presenting information. Initially, I viewed tools such as PESTEL and SWOT mainly as methods for organising data (CIPD, 2025). However, I learned that their value lies in identifying strategic implications and supporting evidence-based decision-making.
For example, the VRIO analysis demonstrated that Tesla possesses valuable resources, including technological capability, brand reputation, and ecosystem integration. However, further evaluation highlighted that these advantages may become increasingly contestable as competitors invest in EV technology, artificial intelligence, and software development. Similarly, my understanding of CSR developed from viewing sustainability primarily as an environmental issue to recognising the importance of stakeholder management, governance, ethical supply chains, and ESG performance in maintaining long-term competitive advantage (Steiber, 2017; Tesla, 2026; Tesla, 2023).
The feedback received throughout the module also improved the structure and coherence of the report. I learned to create stronger links between analytical frameworks, ensuring that the external analysis informed the internal evaluation and that both supported the final strategic recommendations. This strengthened the consultancy approach of the report by ensuring conclusions were based on evidence rather than assumptions.
Analysis
Completing this assignment enhanced my understanding of strategic management as an integrated decision-making process rather than a collection of separate analytical models. I learned that frameworks provide structure, but effective strategic management requires interpretation, judgement, and consideration of organisational context.
The combination of research, feedback, and classroom learning strengthened my ability to evaluate how external pressures, such as regulation, technological disruption, sustainability expectations, and competitive rivalry, interact with internal resources to influence organisational performance. A significant learning outcome was developing a consultancy mindset by analysing Tesla from the perspective of senior decision-makers who must balance innovation, profitability, stakeholder expectations, and long-term sustainability.
This approach improved my ability to develop realistic recommendations by considering implementation challenges rather than focusing only on strategic opportunities. I also developed transferable skills in synthesising complex information, evaluating competing priorities, and communicating evidence-based recommendations, which are valuable for future leadership and management roles.
Conclusion and Action Plan
Overall, this assignment strengthened my ability to conduct independent strategic analysis by combining academic theory with real-world business evidence. I developed a more critical understanding that competitive advantage is dynamic and requires continuous reinforcement through innovation, operational efficiency, effective governance, and strategic adaptation.
For future assignments and professional development, I intend to strengthen my research approach by increasing the use of peer-reviewed academic literature alongside corporate and industry sources. I also aim to incorporate greater quantitative analysis, particularly financial and operational measures, to support strategic recommendations with measurable evidence.
Additionally, I will continue developing my critical evaluation skills by recognising the limitations of strategic frameworks and adapting them appropriately to different organisational contexts. From a professional perspective, I will continue building the consultancy mindset developed through this module by improving my ability to assess evidence, balance stakeholder interests, and recommend practical solutions.
Overall, this reflective process has demonstrated that effective strategic management requires continuous learning, critical judgement, evidence-based decision-making, and the ability to translate theoretical concepts into practical organisational strategies.
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[bookmark: _Toc944385414]Figure A1: VRIO framework
	Tesla Resource/Capability
	Valuable
		Rare



	Difficult to Imitate
	Organised
	Strategic Outcome

	Brand reputation and innovation identity
	Yes
	Moderate
	Moderate
	Yes
	Temporary advantage

	Battery technology capability
	Yes
	Yes
	Increasingly difficult
	Yes
	Potential advantage

	Supercharger network
	Yes
	Yes
	Yes
	Yes
	Sustained advantage

	Vertical integration
	Yes
	Yes
	Yes
	Developing
	Potential sustained advantage

	Vertical integration
	Yes
	Moderate
	Moderate
	Yes
	Competitive advantage



[bookmark: _Toc880287326]Figure A2: SWOT analysis
	Strengths
	Weaknesses

	Strong global brand associated with innovation and sustainability
	Premium pricing limits accessibility within mass-market segments

	Advanced battery, software, and autonomous technology capabilities
	Manufacturing complexity and operational efficiency challenges

	Extensive Supercharger network supporting customer experience
	Dependence on critical mineral supply chains

	Integrated EV ecosystem combining hardware and software
	Governance risks associated with leadership concentration

	Strong R&D capability and vehicle data advantage
	Exposure to regulatory uncertainty surrounding autonomous technology

	Opportunities
	Threats

	Continued growth of the US EV market supported by environmental policy and incentives
	Increasing competition from Ford, General Motors, BYD, and Rivian

	Expansion into affordable EV segments through market penetration strategies
	Economic pressures from inflation and higher interest rates

	Growth opportunities in autonomous mobility and AI-driven transport services
	Reduction of EV incentives creating demand uncertainty

	Expansion of energy storage and renewable energy solutions
	Supply-chain disruption affecting battery materials

	Development of battery recycling and sustainable supply chains
	Increasing regulatory scrutiny of autonomous systems
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[bookmark: _Toc1118580973]Figure B1: Financial Perspective 
	Objective
	KPI
	Target
	Strategic Initiative

	Improve profitability 
	Gross margin, EBIT performance
	Maintain sustainable margins
	Increase manufacturing efficiency

	Reduce production costs
	Cost per vehicle and production cycle time
	Reduce operational inefficiencies
	Optimise Gigafactory operations

	Strengthen financial resilience
	Revenue diversification
	Increase non-vehicle revenue streams
	Expand energy storage and software services


These objectives address Tesla’s strategic challenge of balancing affordability with profitability 
[bookmark: _Toc656404738]Figure B2: Customer Perspective
	Objective
	KPI
	Target
	Strategic Initiative

	Improve customer satisfaction
	Customer satisfaction ratings
	Increase customer loyalty
	Enhance service experience

	Increase market accessibility
	EV adoption and market share
	Expand customer base
	Develop affordable EV solutions

	Strengthen brand value
	Brand reputation measures
	Maintain innovation leadership
	Continue sustainable technology development


Tesla’s ability to maintain customer value will depend on balancing technological differentiation with affordability
[bookmark: _Toc914907666]Figure B3: Internal Business Processes
	Objective
	KPI
	Target
	Strategic Initiative

	Improve manufacturing efficiency
	Production cost and cycle time
	Reduce inefficiencies
	Optimise Gigafactory processes

	Strengthen supply-chain sustainability
	Supplier diversification and recycled materials
	Increase responsible sourcing
	Develop battery recycling partnerships

	Improve ESG performance
	Carbon reduction and renewable energy usage
	Increase sustainability outcomes
	Expand clean energy integration


These initiatives directly address weaknesses identified through the SWOT analysis, particularly manufacturing complexity and supply-chain dependency 
[bookmark: _Toc1443264469]Figure B4: Learning and Growth
	Objective
	KPI
	Target
	Strategic Initiative

	Maintain technological leadership
	R&D investment and patents
	Sustain investment in AI, batteries and software
	Expand innovation capability

	Develop employee capability
	Training and retention rates
	Improve workforce engagement
	Introduce development programmes

	Strengthen governance
	ESG reporting and board effectiveness
	Improve transparency
	Enhance stakeholder accountability
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