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[bookmark: _Toc92047294]Executive Summary 
This report aims to analyse the strategic movement of Tesla car manufacturing company and how the central issues the company faced were dealt with. Models and theories will be applied to show how these were deployed in the management strategies. The report will demonstrate how Tesla achieved competitive advantage through their strategic choices of management. Appropriate concepts, theoretical frameworks and techniques explored will be applied.

[bookmark: _Toc92047295]Company Background
The start-up of tesla was in 2003 by Martin Eberhand as the CEO with executive Mark Tarpening and Elon Musk became the cofounder in 2006. Martins vision was ambitious back in 2006 when the battery powered Roaster was unveiled. He declared that Silicon Valley inventiveness will teach auto giants how to make compelling zero emission cars. Martin vision laid out back then had come to pass but without him however the only thing that remained the same was the name that was given to the company. Company’s vehicle was named in honour of inventor Nikola Tesla (Ohnsman, 2021).
Tesla currently design, develop, manufacture, sell and lease high-performance full electric vehicle, energy generation and storage systems furthermore they offer services related to their sustainable energy products. Tesla sells their products directly to their customers through the company’s website and retail locations. In some district Tesla has galleries to educate and inform customers of their product and about electric vehicles, furthermore, maintain and strengthen the Tesla brand as well as obtaining rapid customer feedback. The company is continuously growing the customer-facing infrastructure through their global network of vehicle service centres, Mobile Service technicians, body shops, Destination Charges, and superchargers stations to accelerate the widespread adoption and uptake of their products. The company continues to generate significant media coverage of their brand and products and the word of mouth are the currently primary drivers of their sales unlike the traditional advertising, the company benefits from a relatively low marketing cost.  In aligned with the mission statement Tesla strive to lower the cost of ownership of the vehicle for their customers by continuous efforts to reduce manufacturing cost.
The company started off targeting a very niche and high-end segment which was electric and alternative cars. Their first model unveiled was the Roaster at a value of around two hundred thousand. The company made their strategy very clear of moving deeper into the exiting segment which is mirrored in the mission statement and currently they operate in a monopoly market. The strategy has helped the company gain vertical growth than most of its competitors. 
Tesla has two segments, the automotive and energy generation and storage. The product and services they offer are the Model 3, Model Y, Models S, Model X, Future Consumer and Commercial Electric Vehicles, Energy Generation and Storage and Soler Energy offerings. All Models of vehicle are manufactured at Fremont Factory in Gigafactory Shanghai. Energy Generation and Storage products are assembled at Gigafactory in Nevada. The Solar Roof production is at Gigafactory in New York (Annual Report, 2021). Elon Musk has other businesses which create synergy for tesla, these companies’ activities complement each other therefore their combined effect is greater.
Tesla’s corporate-level strategy is moving from car manufacturing to battery production for homes and businesses. Tesla’s business level strategy is to roll out lower cost electric vehicles, to build volumes and capture market shares. Functional strategies of Tesla is partly gearing to meet investment needs and rapid growth through continues rising external finance (Rogner et at. 2019).  
[bookmark: _Toc92047296]Definition of Strategy  
[bookmark: _Hlk87213523]Strategy is at its adolescence as academic discipline dating back and beyond 1960s. Its foundation is diverse, spread over several disciplines including marketing, finance, psychology, industrial economics, the behavioural science, and in history of military and tactic. Therefore, there has been considerable debate over its key concepts and frameworks (Stonehouse and Snowdon, 2007).
[bookmark: _Hlk90496924]McKiernan (1997) identifies four approaches to strategies: the prescriptive approach (also can be identified as planned approach); the emergent approach; the competitive positioning approach; and the resource, competence, and capability approach.  However, Mintzberg, Ahlstrand, and Lampel (1998), went further and identified 10 schools of strategy. Although Michael Porter’s contribution to the discipline rests within the competitive positioning and planning approaches his influence spreads far beyond. Porter’s books on Competitive strategy in 1980 and Competitive advantage in 1985 marked a revolution and an analytical stringency of microeconomics to strategy while increasing awareness of the subject not only in academia but also the business community. The two books on strategy developed three linked concepts: five forces, generic strategy, and value chain framework (Stonehouse and Snowdon, 2007). The author of the report will utilize these frameworks when completing a strategic analysis of the chosen company. Barney and Hesterly (2018) further discussed the ability to survive, and prosperity of a firm depends on choosing and implementing a good strategy. A good strategy will generate competitive advantage. It is difficult to know if a company is employing the best strategy however it is possible to reduce the risk of a mistake being made by carefully choosing its strategy and following the strategic management process. Strategic Management Process is a set of analyses and choices, that is believed, will increase the probability that a accompany will choose a good strategy, a strategy that will generate competitive advantage (Barney and Hesterly, 2018).
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[bookmark: _Hlk87276926]Figure 1. Strategic Management Process (Barney and Hesterly, 2018).

Lynch (2018) is in similar conclusion with McKiernan (1997) and has identified two main approaches to strategic management development: Prescriptive Approach and the Emergent Approach. In Prescriptive Approach the three elements are linked together sequentially while in Emergent Approach the three areas are essentially interrelated, both processes are important in strategy development. With prescriptive: to develop and implement clear and logical plans while in parallel experimenting with other innovative possible strategy is emergent approach in action. The determinant of strategic choices between prescriptive and emergent is context sensitive. It depends on the company and the customers, competitors, resources, leaders and managers, dynamic forces, and the opportunities available.
[image: Diagram

Description automatically generated]
Figure 2. The prescriptive and emergent approach in strategic management (Lynch, 2018). 

[bookmark: _Toc92047297]Mission and Strategic objective of the company
Most companies mission statement incorporate common elements and are long term. Research suggests mission statements do not affect a company’s performance on average. However, research has identified company’s whose sense of purpose and mission pervades all that they do and have enjoyed long period of high performance and substantially high returns (Barney and Hesterly, 2018).
Tesla’s mission is to accelerate in the world’s transition to sustainable energy, engineering expertise, have vertically integrated business model and focus on user experience which differentiates them from other company. It can be said Tesla has found the market opportunities, is experimenting, and developing competitive advantages over time with its EV vehicles and sustainable energy products. 
[bookmark: _Toc92047298]Industry Analysis 
[bookmark: _Hlk91519366]There are mainly four sources of change spreading across automotive industry: Electric Vehicles (EVs), Autonomous Vehicles (AVs), Connected Cars and Personal Mobility Service. Tesla has always-on 3G connectivity which is an advantage to the company as there will be a reduction on vehicle recall and upgrade to systems within the car can be conducted centrally and remotely (Teece, 2018). Tesla supply three of the sources out of four, Tesla does not manufacture or supply Personal Mobility Service. 
Automotive industry has been the paradigmatic mature industry however it is rapidly changing not just in terms of technology but also in terms of business model and market. Furthermore, the bases of competition in the industry are shifting, consumers are more concern with user experience of personal transportation than the quality of the vehicle and therefore automakers are facing capability gaps.

[bookmark: _Toc92047299]External Analysis 

[bookmark: _Toc92047300]PESTEL Analysis
[bookmark: _Hlk91530122]PESTEL analysis involves analysing of the business environment and considering which are the important issues for an industry under the six headings: Political, Economic, Socio-cultural, technology, Environmental and Legal.
Political 
[bookmark: _Hlk91696492]Political factors and government decisions have a great impact on industries and companies. Political factors of incentive for electric vehicles set by authorities have speeded up the uptake of EV vehicles. The new international trade agreement and a stable political situation in major market areas are important for Tesla to grow and for sustainability. Limitations on trade agreement can have serious consequences on Tesla furthermore the political instability can be harmful to the business. Tesla has international presence and further wide spreading to different countries. It has many sourcing partners which means supply and demand depends on political stability and the foreign relationship the country has with America (Sachin, 2020).
Economic
Economic factors influencing Tesla are the trade levels, market growth, currency exchange rate and other variables linked to location and the country it is operating in for example, the spending power of the people within operating countries needs to be considered. Free trading agreements can increase the growth opportunities for the company. 
Socio-cultural
[bookmark: _Hlk91696563]A stable socio-cultural environment is important for the company. In the automotive industry reasonability of business can impact business performance (MarketLine, 2021). There is generally a decline in demand for new cars over the winter season and an increase in sales during spring and summer months. For example, Tesla’s Roadster sales fluctuate during spring and summer compared to autumn and winter season. Tesla anticipates similar situation maybe with sales of other models however with the limited operating history, makes it difficult for Tesla to judge the exact extent of the seasonal affect. Furthermore, any unusual weather condition can impact the demand of the vehicles. Tesla could suffer if the revenue expected is not consistent from its seasonal demand, as majority of the expenses are based on anticipated level of revenue (MarketLine, 2021). 
Technological
[bookmark: _Hlk91696599]Tesla is dependent on its technological development for its productions furthermore, these developments determine how effective and cost-efficient their products are. Tesla is taking the opportunity in increasing automation in their production and products. Automation in production can lead to a set-back if there is a system failure. The company has previously faced some problem with the production due to the inefficiency of automation in production line which led to decrease output of the products. With the frequently changing technology it is important for Tesla to stay in development otherwise their product can become obsolete. Tesla has already built a platform for itself in battery manufacturing and energy storage, if the company successfully dominates it then it will have an incredible profit opportunity (Saana, 2019).
Environment
[bookmark: _Hlk91696629]The word environment means a lot more than the green, preserves the planet although these are important factors that needs to be considered. Organisations need to develop their strategies favourable to their strengths and weaknesses in relation to the environment they operate in (Lynch, 2018). Tesla has utilised the opportunities that has come about with government and public concerns with the climate change, renewable energy and the trend towards low-carbon lifestyles and environmental awareness. Climate change concerns has positively promoted the electric vehicles which Tesla manufactures. Governments high agenda for climate change and renewable energy has supported the company to address environmental programs furthermore the company manufacture solar energy generation systems and energy storage products. The existing trend towards low-carbon lifestyle and environmental awareness is perfectly aligned to Tesla’s mission and vision for the future. Although Tesla has some advantages compared to other companies regarding the environment however, they have had some obstacles and issues. Tesla has been issued a notice of violation by The Bay Area Air Quality Management District (BAAQMD) relating to the air permitting for the Fremont Factory although there is no formal proceeding yet. The company is disputing these allegations and believe there has been no related adverse community or environmental impact (Tesla Inc, 2019).
Legal
The Laws and regulations can have a positive or a negative impact on Tesla, it depends on which part of the company’s operation is in question. For example, the laws on low emotion for cars has had a positive impact and there is a demand for electric cars especially for high range vehicle. However, the laws and regulations on air pollution, generated from factories, the waste produced during production and the disposable of these waste can have a negative impact on the company if they are not adhered to. As mentioned earlier of issued violation notice to Tesla by BAAQMD. The National Highway Traffic Safety Administration launched an investigation against Tesla cars potentially dangerous “passenger play” function. An estimate of 580,000 Tesla models’ year 2017 to 2022 are affected. Tesla said it will stop in motion gameplay via a software update and consumers will only be able to use gameplay while the vehicle is in parking mode. (Saul, 2021).   
[bookmark: _Toc92047301]Porters Five force Analysis 
The objective of conducting an industry analysis is to examine the forces influencing a firm furthermore it is used to develop the competitive advantage of the firm to enable it to defeat its rival companies. The industry analysis framework was structured and presented by Michael Porter, it is called Porter’s Five Force Model and has five basic forces that can affect a firm (Lynch, 2018). Each of the forces will be discussed individually and graded. 
The Bargaining power of suppliers
The Bargaining power of suppliers is medium to high currently, as more EV car manufacturing companies are sourcing suppliers for Graphite which is used in the lithium-ion batteries that power electric vehicles. Around 70% of all graphite comes from Chine furthermore, there are fewer alternative for batteries therefore the bargaining power of suppliers are high. According to Tesla there are no companies in the United State that can produce to specification and capacity needed by Tesla for their production. Syrah Resources Ltd an Australian company has signed a four-year deal to supply graphite anode materials to Tesla from its plant in U.S (Reuters, 2021). This deal has come at a time when global carmakers are racing to source supplies. 
The bargaining power of buyers
The bargaining power of buyer is high as there is many options to choose from and many car manufacturing companies are offering similar products with different level of high-tech features and functionalities. There are many companies offering EV, plug-in hybrid, hybrid and fuel run vehicles and are spending vast amount of money promoting and advertising their products at different platforms which is pulling customers to their brands. A disadvantage of Tesla is that it does not spend huge amount on advertising furthermore customers can only buy directly from Tesla while other carmakers vehicles can be bought from retailers. 
Threat of potential new entrants
Threat of entry medium-high. For attaining competitive advantage, the classic prescription for firms is to identify and enter an appealing industry and identify an attractive market position within that industry. Market position strategy is based on a distinct set of contingent strategic choices that refers to resources, prices, quality, and submarkets. These strategic choices are believed to serve as a barrier to imitation and entry by companies from different positions (Ethiraj, 2019). Threat of entry depends on the degree of competition and the barriers to entry. Few of the barriers of entry are scale of experience, channel of distribution and access to supply, expected retaliation, regulations, and differentiation. New entrants need to overcome these barriers to compete successfully. High barrier to entry is effective for the existing companies as this is a deterrent to any potential new entrant. For Tesla the threat of entry is medium to high as the cost of entry is very high and there is high manufacturing cost in the automotive industry. Existing car manufacturing companies have struggled over the years to survive with high cost of design and production, but this trend is changing. More car manufacturing companies are working collectively to reduce the cost by using factory space and equipment’s.  However giant companies with innovative technology and high capital for example Apple can be a threat of new entry to the automotive industry. There are new entrants breaking from other industries into hybrid and electric vehicles, Dyson, a leading brand in vacuum cleaners and hand dryers have announced that it will be releasing its first very own EV by 2020 and has investing $2.7bn in research and development process (MartekLine, 2020). Looking into the future with autonomous cars, Apple has the technological know-how and Elon Musk has made it even simpler for Apple and other potentials to enter the industry by making his EV cars patent available for all to view. On June 2014, Elon Musk, the CEO of Tesla made a public announcement verifying that the company will no longer initiate patent lawsuits against anyone wanting to use their technology in good faith (Paula, 2017).
The cost of entry into the industry of designing and producing an EV vehicle is easily within the reach of the cash-rich tech giants, the Alphabet or Apple in the US while in China it maybe Alibaba, Baidu or Tencent. Although some are already positioning themselves with autonomous and intelligent vehicle projects, it can be said for others it is just a hypothesizing that such an entry might occur.  For example, for an IT giant was to enter automotive industry it will need to master sophisticated manufacturing in which they have no knowledge therefore, big tech firms are most likely to continue collaborating with the established auto makers who are less experienced in software and machine learning.  
Threat of substitutes
Threat of substitutes is medium to high as customers have more options to choose from. Customers can choose between ordinary cars or electric cars or even Personal Mobility Service which has been in significant rise over the years, a service Tesla is yet to provide. As a means of cost saving potential customers can also choose between public transportation, using a taxi or bicycle. 
Competitive rivalry
Competitive rivalry is medium to high in the automotive industry. Customers have more power in deciding which car they want to buy, the features in it and the services that come with the vehicle package. Carmakers are competing against these consumer demands. Low hindrances for customers to buy vehicles from other manufactures further strengthen the force of the competition (Kissinger, 2016) however Tesla’s vehicle can only be bought through Tesla outlets which is a disadvantage for the company. Tesla’s strategy in competing against the carmaker companies is to use advance technologies in its vehicles and related products (Reuters, 2021). 
[bookmark: _Toc92047302]Internal analysis
[bookmark: _Toc92047303]Financial & Business highlights 
In Tesla’s plant in Fremont, California there are over 15 thousand full time workers under 5.3 million square meter plant. Recently it was highlighted of the working conditions of these workers. Statistics from California Occupational Safety and Health Administration indicate there was 54 occupational safe and health violations made by Tesla from 2014 to 2018, this is as many as the ten largest plants combined (Ohnsman, 2019). Tesla has since made improvements according to Elon Musk.
According to Forbes Tesla may grow by further 50% next year with the opening of new plants in Texas and Germany to maximise output from its plants in Fremont, California, and Shanghai furthermore it may hit one million EV sales. The company also plans to launch its hard-edge Cybertruck in 2022(Ohnsman, 2019).
Tesla’s leasing sales as percentages of its overall deliveries declined to about 7% in Q3 2021 compared to 9% in Q3 20119. The average vehicle bought on lease is over 25% of all new U.S vehicles (Team, Trefis, 2021). The decline is likely due to the lower interest rate therefore buying option seems more appealing then leasing. 
Tesla announced voluntary recall for almost half a million vehicle across model 3, and model S range. Model S cars produced September 2014 -December 2021 are being recall for problems with its front trunk not closing properly. Model 3 has faults with its rear trunk opening and closing which can affect rear-view camera which can also unexpectedly fall (Charlton, 2021).
[bookmark: _Toc92047304]Value Chain 
Value chain is a firms business model that describes all the activities involved in creating a product or service. A company that produces a product, a value chain comprises of processes involved in bringing a product from conception to distribution. Value chain enhances a firm’s efficiency to delivering the most value for the least possible cost. Firms must continuously examine the value they create to retain their competitive advantage. The concept of value chain was first introduced by Michael Porter, he further stated competitive advantages cannot be understood by looking at a firm as a whole and it stems from the activities the firm undertakes through the process (Tardi, 2020).
Bellow is Tesla’s value chain overview. The valuer chain has primary activities composed of Inbound Logistics, Operations, Outbound Logistics, Marketing & Sales and Service. The firms Support Activities are Firms Infrastructure, Human Resource Management, Technology & Development and Procurement (MarketLine, 2021).
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Figure 3. Tesla’s Value Chain (MarketLine, 2021).
Inbound logistics 
Tesla’s major manufacturing facility is based in Fremont, California measuring at 5.5 million square feet furthermore Tesla leases 1.3 million square feet in storage across three warehouses in California. The warehouse act as storage for raw materials for quick access. Raw materials are used to build electric vehicles, solar panels, and energy storage systems. Tesla’s supply chain is significantly less developed than other major automotive manufacturers, it does not have the economies of scale and established complex supply chain as the larger established automotive manufacturers do. Larger established firms can mitigate risk and avoid supply chain bottleneck at greater ease than those less established in the industry like Tesla. As a small firm Tesla recognises the volatility of its supply chain and admitted the way to fix it is to continue to grow as a company, increase capital and establish supplier relationships. As mentioned earlier Tesla has secured a deal with Syrah Resources Ltd, California, for graphite material used in lithium-ion batter for electric vehicle. There is a shortage of suppliers of this material. Tesla depends on its own source as it uses self-produced batteries, if there was any disruption to its self-produced batters, they can always source it from others. 
Operation
Tesla’s operation can be divided into two sections: Automotive and energy generation and storage although company is more focused on automotive sector. More robots are being used in the operation segment which has helped improve quality and efficiency. Main issue with operation is scaling up production and can Tesla meet the rising demand from Asia and Europe. The company does have history of missed ambitious production targets. Ramping up production is difficult for Tesla as there is the lack of funding issue compared to other major players in automotive industry, the situation is further heightened by the supply chain issue. Musk has proposed a solution to switch standard batters to iron cathode which is easily available furthermore will allow greater production of the vehicle.
Outbound logistics 
The outbound logistics involves the warehousing and the distribution of the products. Tesla ships its products to its stores worldwide and delivers directly to consumers with customised vehicle. Tesla is unique compared to other automotive dealers, Tesla does not sell through dealers or resellers, this is to reduce delivery time and prevent increased cost. With the growing public demand established automotive manufacturers are entering this high growth electric vehicle sector furthermore the Chinese and U.S are offering incentives and subsides to electric vehicle manufacturers and buyers. This is a cause for concern for Tesla as the established firms have established distribution network across the globe which can impede Tesla’s leading position in electric vehicles. Despite all the issues including supply chain issue Tesla has made rapid progress over the years. In 2020 499,500 vehicles were sold by Tesla and almost 155,000 vehicles were sold in Q1 2021 (MarketLine, 2021). 
Marketing & Sales 
Tesla has a unique marketing and sales practices compared to other major carmakers. The company spends minimum on advertising and in endorsements. Tesla relay on media coverage, word of mouth and brand awareness. The CEO, Elon Musk is prevalent figure in promoting the brand through social media across the world. Websites and official digital channels are also used for promotion however not the traditional form of marketing for example TV adverts. The $0 marketing approach by Tesla has been a successful in recent years but with the increase numbers of established players in the field Tesla could be left behind. Tesla’s large network of stores are in high income areas and urban areas to boost brand visibility and attract greater number of customers.
Service 
Tesla’s services are more in control of the firm as there is a lack of third-party sellers and dealership and approved body shops for tesla vehicles are hard to reach. There has been numerous complains from customers over the slow response to issues faced with the vehicles furthermore there has been concerns over the build quality of the vehicle. As mentioned earlier in the report almost half a million model S and model 3 are being recall which were produced September 2014 to December 2021 (Charlton, 2021). Power in their Quality Study has put Tesla in the bottom of manufacturers with 250 problems per 100 vehicles which is above industry average of 166 (MarketLine, 2021). The numerous issues with build quality over the years has damaged the brand which can put potential buyers off however, Tesla does have some loyal customers, despite the ongoing issues they are still willing to support the brand due to its sustainability projects.
[bookmark: _Toc92047305]SWOT analysis 
It is important for a firm to analyse the possibilities open to them furthermore it is an essential part of strategy development. The starting point of developing option is to summarise the current position using SWOT analysis of the firm. The Strength and Weaknesses present internally and the Opportunities and Threats that the firm faces externally (Lynch, 2018). 
Strengths of Tesla 
· Tesla holds the electric vehicle industry leadership currently due to its strong in-house engineering and highly vertical manufacturing capacity. 
· The vehicles offer ranges are almost double the range of other competitor electric vehicles.
· Tesla vehicles incorporate in-house proprietary on-board charging system, allowing its customers to recharge almost at any electrical outlets.
· The long-range and charging flexibility of tesla vehicles has reduced consumer anxiety over range and the expense for large-scale charging infrastructure and this is what differentiates its vehicle from its competitors. 
· They use single electric powertrain which is mechanically simpler and not used by hybrid or internal combustion engine vehicle. This has allowed Tesla to create a lighter and energy efficient vehicle.
· As mentioned earlier Tesla has always-on 3G connectivity which is an advantage to the company as there will be a reduction on vehicle recall and upgrade to systems within the car, can be conducted centrally and remotely.  
· 
· Tesla has strong innovation capabilities to enhance business performance. The company has spent 5.5% of its revenue on Research and Development in 2019.
· R&D of Tesla focuses on developing of new products and codding features to the existing products. Development of manufacturing processes; self-drive capabilities and cost reduction is company’s R&D focus. 
· The company has improved its revenue growth over the years which has enabled operations and further improved profitability. Revenue growth in year 2019 was $24,578 million compared to $21,461.3 million in year 2018 (MarketLine, 2021).
Weaknesses 
· Tesla has a high debt which is a major concern for the company and to the investors. The company might find it difficult to raise funds from the market. From FY 2018 to FY 2019 there was an increase of 12% in the company’s debt level.
· Tesla’s autonomous vehicle sector has been hindered by the fatal accident that happen recently in US, involving cars with software from Tesla. 
Opportunities 
· Being a designer, developer, manufacturer of commercial premium cars and operating globally.
· Can benefit from the growth in electric vehicles (EV) sales.
· More EV models are being manufactured to customers demand including both plug-in hybrid electric and battery powered electric vehicles. 
· Opportunities for Tesla are decreased battery and renewable energy cost.
Threats 
· Automotive market and alternative travel vehicles globally are highly competitive.
· Tesla is competing based on the traditional segment classification and the driving force technology.
· There are more established and newer automobile manufacturer that have entered the alternative fuel vehicle markets.
· Many of the established brands have announced the plug-in hybrid vehicles as well as developing electric vehicles.
· Increase competition will result in price reductions and revenue shortfalls or even loss of customers and in turn harm the overall growth and financial position of the company.

[bookmark: _Toc92047306]Strategic resource and capabilities
Analysing the resource and capability of a company involves exploring the role and contribution of the main resources in delivering superior profits and which resources and capabilities deliver competitive advantage to the company furthermore how these can improve over time. 
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Figure 4. Analyses of resource and capability (Lynch, 2018).  
As illustrated on the diagram above figure 4, a firm’s resource and capabilities are demonstrated through its value-added activities and through its sustainable competitive advantages (SCA). Value added is generated through the firm’s value chain, value system and green strategy. There are seven main concepts of sustainable competitive advantage: core competencies, innovative capability, architecture, reputation, knowledge and VRIO paradigm. Distinctive resources and capabilities are necessary for sustainable competitive advantages. Value Chain analyses was conducted for Tesla earlier in the report and SWOT analyses was also carried out to identify some of the core competencies of the company.  

[bookmark: _Toc92047307]VRIO Framework
[bookmark: _Hlk91895831]VRIO framework is used as a strategic tool to analyse whether the firm has the resources and capabilities to achieve and sustain competitive advantage. The framework helps to evaluate to what extent, how and if a firm has resources and capabilities that are: Valuable, Rare, Inimitable and Supported by the organisation (Regner et at, 2019).
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Figure 5. VRIO Framework (Regner et at, 2019).
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Figure 6. VRIO framework of Tesla (Team Terris, 2016).
Tesla’s Fremont Factory is valuable, its cost-efficient production process factory covers over 1.3 million square feet. The factory is rare as it is the only manufacturing factory that solely focuses on EV production. The factory can be imitated however it would be highly costly and time consuming. The organisation operates in vertical integration therefore the production process is in place to exploits this resource.
Tesla has vertical distribution channels, the company has control over the entire process of producing and selling its cars. Tesla stores has value, it controls customer experience and encourages customers to learn about Tesla brand. It is rare as it is the only car manufacturing company that does not utilize outsider dealership. This element can be imitated however it will be very costly and time consuming. The organisation is organized in providing opportunities for the public to learn about the brand in an environment under low pressure. 
Tesla’s charging network is of valuable although threat can arise from external environment. Rarity is extreme and it can be imitated however at a high cost. It is organized to only allow Tesla vehicle to use the Tesla charging network. 
Self-learning cars (autopilot) segment is of value as Tesla has created a large database to improve autopilot cars features. It is rare as other companies are beginning to entre this sector. It is highly costly to imitate by other competitors. It is organized and is currently collecting and using data to advance the autopilot cars features in all it’s Tesla cars. 
Another competency in figure 6 of VRIO framework can be added which is leadership. Elon Musk as an entrepreneur and CEO of Tesla is very good with innovative ideas and furthermore leads them ideas to execution. It is a valuable capability to have and both the consumers and the investors value it. The capabilities allow the firm to respond to environmental opportunities. It is rare as only few individuals have it. It is very difficult to imitate as it is a natural individual’s capability and comes from within a person. The organisation support is present to appropriately organise and to exploit the capabilities and the resources Elon has. This is a significant competitive advantage the company has and is a sustainable competitive advantage.  
After analysing using the strategic tool of VRIO framework, and as illustrated in the table in figure 6, Tesla has the resources and capabilities to achieve competitive advantage currently but not for long into the future. All the competencies Tesla has, apart from one, is temporary competitive advantage and as more established and financially stable car manufacturing companies enter the EV production segment Tesla will have less of the competitive advantages and can be left behind.   
Tesla has the market capitalization of the same significance as that of Ford and GM, this suggests investors see Tesla as part of a new “Big Three”. Tesla’s dynamic capabilities flows is from Elon Musk, an exceptional entrepreneur. However, the struggle of the company in ramping up high-volume manufacturing signals it has not yet mastered ordinary capabilities (Saana, 2019).

[bookmark: _Toc92047308]Conclusion 
The purpose of this report was to explore the strategic movement of Tesla and how central issues were dealt with, furthermore model and theories were applied to show how these were deployed in the management strategy. The report started with an introduction and a brief history of Tesla Car manufacturing company. A definition of strategy was provided, in addition a diagram was included of the strategic management process. Mission and strategic objective of the company was presented. A brief industry analysis was offered following with external analyses which included PESTEL framework and Porter’s Five Force model analysis. Internal analysis was conducted with a brief introduction to company’s financial and business highlights. For internal analysis Value Chain and SWOT analysis was used, leading to strategic resource and capabilities of the company which was incorporated with VRIO framework.  
[bookmark: _Toc92047309]Recommendation  
After analysing the strategic movement of Tesla, the author has established some limitations and shortcoming by Tesla which can be resolved or improved with further actions. 
Tesla should gather ongoing data to monitor the socio-cultural effect on the company to predict future sale and time the production to meet the demand.
The company has increased automation in production however there is no back up plan for system failure or inefficiency of the automation in production. Contracts can be put in place to use factory and machinery of other car manufacturing companies.
There are numerous notices of violation and investigation under way against Tesla. These can be avoided in the future by having internal investigation to identify the cause and internal solutions to it furthermore, there should a monitoring process in place for these investigations. Currently Tesla is trying to ramp up its production but if these violation notices continue the potential buyers will avoid the brand.
Tesla has industry record high problems and recall with their cars. This is harmful for the bran image. This can be avoided in the future by having mechanism in place for a thorough checks of the vehicles before the selling of the vehicle. 
Currently Tesla does not have any third-party seller or dealers furthermore there is very little spent on advertising, as the competition increases in the industry Tesla’s Brand maybe left behind. Tesla could team up with other well-known brands and utilize their dealership platform to increase Tesla brand awareness. 
Tesla also has a high debt ratio and has never paid any dividend since the start of the company unlike other automakers. Tesla needs to reduce its debt level as the competitors starts entering the EV segment Tesla may not be able to sell as many vehicles as predicted and with the level of dent rising the company may face bankruptcy.
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“Tesla uses raw
materials to build
electric vehicles,
energy storage
systems and solar
panels.

“Tesla has a high
number of
warehouses in the
United States, as well
as one in Taiwan.

«.The primary
manufacturing faciity
is located in Fremont,
California.

+Tesla conducts
vehicle
manufacturing and
‘assembly at facilities
in Fremont,
California; Lathrop,
California; Tilburg,
Netheriands and
Shanghai, China.

~Operations can be
divided into two
segments:
Automotive and
Energy generation
and storage

+Use of robots in the
operations segment
as helped improve
quality and efficiency.

+Tesla logistics
involves the
warehousing and
distribution of
products.

+For vehicles the firm
ships products to its
stores across the
world as well
providing direct
deliveries with many
customers opting to
customize their
vehicles.

+The firm does not sell
through dealers or re-
sellers to decrease
delivery time and
prevent cost
increases. .

+Tesla has an unusual
marketing and sales
practice compared to
other major vehicle
producing firms.

«The company spends
‘minimal amounts on
advertising and
endorsements relying
on word of mouth,
media coverage and
brand awareness.

+Tesla has faced
numerous notable
complaints in its
recent history over
slow response to
issues with vehicles.

«The firm has looked
toimprove these in
recent years with a
greater focus on the
customer experience.

~Lack of third party
sellers and
dealerships mean
service is more in
control of the firm.
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Value: Do resources and capabilities exist that are valued by customers and
enable the organisation to respond to environmental opportunities o threats?

Rarity: Do resources and capabilities exist that no (or few) competitors possess?

Inimitability: Are resources and capabilities difficult and costly for competitors
to obtain and imitate?

Organisational support: s the organisation appropriately organised to exploit the
resources and capabilities?
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