

[image: ]
Student Name: Krishna Oghad Modhavadiya
Student ID: 2532584
Module Name: Strategic Management (LCMB7003)
Lecturer Name: Hoang Nguyen
Word Count: 5089
Submission Deadline: 12th August 2026













STRATEGIC ANALYSIS OF TESLA'S PASSENGER EV BUSINESS IN CHINA



Executive Summary
This report assesses the strategic position of Tesla, Inc. (TESLA)'s passenger electric vehicle (EV) business in China and proposes measures to enhance the company's competitiveness in the long term. China was chosen as the main focus because it is the world's largest EV market and Tesla's largest production and export hub via Gigafactory Shanghai. The report examines the external environment, capabilities within Tesla, and strategic options using a variety of tools of strategic management, including PESTEL, VRIO, SWOT, and the Balanced Scorecard and the SAFe framework. The significant market opportunities provided by favourable government policies, growing EV adoption and technological advancement has been demonstrated, but Tesla is under increasing competitive pressure from domestic companies like BYD, NIO and XPeng as well as from price-based competition. The analysis shows that the competitive advantage of Tesla is driven by its AI capabilities and software ecosystem, not by a focus on cost. The recommendation is therefore to follow a technology-based differentiation strategy supported by an optimised operation and to set priorities on software-based services and connected mobility solutions and to continue to innovate rather than continue to reduce the price of the vehicles. It is proposed to integrate strategic goals with measurable financial and non-financial performance indicators, and implementation challenges and mitigation strategies identified to ensure their effective implementation in a Balanced Scorecard. In summary, the report finds that differentiation and innovation capabilities are a key area for bolstering Tesla's long-term competitiveness and sustainable growth in China's ever-more-competitive automotive passenger EV market.
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1. Organisational Context and Overview 
1.1 Company Overview
Tesla, Inc. is a company that manufactures and sells mainly passenger electric vehicles (EVs), battery energy storage systems (BESS), and AI-powered mobility services. Established in 2003 and headquartered in Austin, Texas, Tesla's vision is “to create the world's most compelling automobile company by leading the transition to zero-emission transport” and mission is “to accelerate the world's transition to sustainable energy” (Tesla, 2023). Unlike conventional car companies, Tesla's solution is not just about electric vehicles; it also brings together a bundle of software and renewable energy technologies for consumers, generating several vectors of customer value and differentiation. Despite growing competition and decelerating electric vehicle market growth, Tesla produced about 1.64 million cars worldwide in 2025, showcasing its robust production capacity (Kolodny, 2026).
1.2 Historical Development and Business Model
By relentless innovation and verticalization Tesla has become one of the world's leading automotive technology companies from an EV niche brand. In 2019, Major milestones include the success of the Roadster, the introduction of the model 3 and Y to mass market, and the improvement in China production efficiency, supply chain integration and responsiveness by establishing Gigafactory Shanghai (Tesla Inc, 2020). Its vertically integrated business model spans from battery technology, vehicle manufacturing, software development and directly retailing and deploying its products after-sales, allowing it to continuously improve the cars with over the air software updates and be less dependent on intermediaries. This model, however, requires significant investment, and efficiency and innovation are key to maintaining competitive advantage.
1.3 Industry, Market Position and Strategic Focus
Tesla is a global player in the electric vehicle sector where the competition is fierce, decarbonisation is heavily government promoted and technology is rapidly changing. The Chinese passenger EV market is by far the world's largest EV market, accounting for some 851,000 Chinese vehicles which, based on the Shanghai government, is close to 52% of all of Tesla's global vehicles produced (Shanghai.gov.cn, 2025). But with the advancement of technology and a leader in price, Tesla is finding that it is being challenged by rivals BYD, NIO, XPeng and Li Auto by the day. Tesla, with its premier electric vehicle brand and impressive technological prowess, will need to constantly reinvent and strategically adapt themselves in order to stay competitive in the Chinese marketplace.
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Figure 1: China Electric Vehicle Market Size
(Source: Grandviewresearch.com, 2025)
2. External and Internal Analysis
2.1 External Analysis (PESTEL Analysis)
China's industrial policies, the speed of technological innovation, and economic uncertainty and strong domestic competition contribute to shaping Tesla's strategic position in the passenger vehicle EV market in China (Li, Zou and Zhu, 2024). With the EV industry in China moving from demand led growth to innovation and cost-based competition, the following PESTEL analysis considers external, most probable opportunities and threats facing the company and their effect on Tesla's long-term competitiveness. A PESTEL analysis, which provides an overview of Tesla's external business context, is presented in Appendix 1.
Political Factors
Government policy is still the number one force behind China's EV industry. The goal of carbon neutrality by 2060 and the ongoing effort to promote New Energy Vehicle (NEV) policies have stimulated EV growth in China via infrastructure investments and tax incentives and industrial policy support. The International Energy Agency projected that more than 13 million EVs were sold in China in 2025, accounting for around 55% of total new passenger vehicle sales and around 60% of global EV sales (International Energy Agency (IEA), 2026a). This further solidifies the Chinese market's role as the world's largest EV market. 
Tesla faces significant market opportunity with the policies - they increase consumer demand and boost charging infrastructure. In recent years, however, industrial policy has gained a new pro-domestic bias in the form of local innovation schemes and the creation of supply chains, and companies like BYD and XPeng are investing in boosting their competitive edge (Ezell, 2024). Additionally, ongoing geopolitical conflicts between the United States and China create the possibility of regulatory, tariff, and supply chain limitation. Given China's political climate is conducive to the growth of EV markets, nonetheless, Tesla has to be less reliant on favourable policy conditions by enhancing innovation and localisation.
Economic Factors
Yet the economy brings opportunities as well as challenges to Tesla. Economies of scale, falling battery prices, and a high production scale continues to support China's EV sector. In 2025, China also made almost 75% of global EVs, underlining the dominant role China plays in the global EV supply chain (International Energy Agency (IEA), 2026b). However, the pressure on manufacturing margins has been increased by a slowdown in domestic demand and an aggressive price competition. Domestic rivals have rolled out very competitive prices, compelling Tesla to make several pricing cuts to keep sales moving (Yan, 2022). While there is some price pressure offset by falling battery prices, continued price competition threatens to compromise Tesla's brand appeal and profitability. Thus, over time, greater competitive advantage will be achieved through productivity improvements and software-generated revenue sources rather than just vehicle prices.
Social Factors
As environmental consciousness and cities' urbanization and digitalization continue to grow, the demand for intelligent EV with advanced software and self-driven attributes is getting greater from consumers, especially for Chinese consumers (Yang et al., 2024). But the buying process has turned towards value consciousness. Tesla may have a strong brand worldwide, but for a lot of Chinese consumers the impression is that their domestic competition is delivering the same tech for less. The move implies that brand reputation is less and less a source of competitive advantage. In addition to premium branding, then, Tesla will need to do more than verbalise their value to the customer through ongoing software innovation, better after-sales, and ecosystem integration.
Technological Factors
Tesla's biggest opportunity, and biggest challenge, is technological innovation. China has become the world's hotspot for EV innovation, battery technology and intelligent connected vehicles (Mo et al., 2022). The evolution of AI, battery and driverless technologies drive shifts in competition.
Earlier, Tesla differentiated itself through proprietary batteries, and over-the-air software updates and capabilities for full self-driving (Tesla, 2025). But as domestic automakers begin to strike similar innovations and launch new AI-powered vehicle platforms at competitive prices, technological convergence is accelerating. Protecting 'sustainability' becomes critical in the differentiated product, as the technology becomes shorter and shorter.
As a result, the competitive future of Tesla will increasingly rely on the creation of a software ecosystem that will enable recurring value-creation for customers via digital services, AI, and connected mobility services.
Environmental Factors
While China's decarbonisation program will continue to drive the sale of battery electric vehicles, environmental sustainability is still seen as a huge opportunity for Tesla. More focus on regulating for carbon reduction, on-grid renewable energy integration and battery recycling has a very close tie-in with Tesla's medium- and long-term sustainability strategy. In addition, Tesla has pledged to reach net-zero greenhouse gas (GHG) emissions in its value chain by 2050 and to power all manufacturing processes with 100% renewable electricity by 2030 (Williment, 2026). However, the increased focus on the environment brings with it the need for responsible sourcing of critical minerals, and enhanced lifecycle management of batteries, thereby adding complexity to the operations.
Legal Factors
Strict standards for autonomous driving, cyber security and data localisation pose increasing compliance risks for legal issues. With the growing volume of consumer data and operational data generated by connected vehicles, Tesla is tasked with keeping up with the expanding data security framework in China while also keeping customers safe (Hu, 2025). So regulatory compliance has extended beyond the legal landscape to be a part of a company's strategic capabilities that affect their ability to be resilient and operate in the future market.
Strategic Implications of the External Environment
In sum, EV markets face good growth opportunities in China in the long term, though technological leadership and cost efficiency and ecosystem differentiation are increasingly driving competition. Like other automakers, the competition is fierce at home and regulatory uncertainty and consumer sensitivity can make it harder for Tesla to hold all the early-mover benefits or manufacturing advantages. Achieving a sustained competitive advantage will then rely on the unique internal resources and capabilities, which will be discussed below in the context of a VRIO analysis.
2.2 Internal Analysis (VRIO Analysis)
Market opportunities lie in the outside world, but the long-term success of Tesla's passenger EV business in China relies on whether external resources and capabilities are valuable, rare, hard to imitate, and effectively organized (Thulin and Povlsen, 2024). The VRIO framework will be useful for identifying which of these resources will bring about sustainable competitive advantage and for identifying weaknesses in the firm that might limit the effectiveness of future strategies. In Appendix 2, the VRIO analysis has been given and is applied to the internal resources and capabilities of Tesla.
The key competitive asset for Tesla is their brand, which is enguided worldwide and is strongly connected to technological innovation, quality and sustainability. The brand allows Tesla to charge premium prices and retain a strong customer base against the tidal wave of competition. Tesla's achieved continued intangible value, encouraged by its ability to move up the ladder in the 2025 Brand Finance Global 500 rankings, where it was the most valuable automotive brand in the world (Brand Finance, 2025). But several price cuts in China have cast doubts on its premium positioning, pointing to the fact that brand equity is less effective in winning long-term competitive value. The ongoing investment in the software and experience will be required to maintain a brand differentiation.
Another key capability is Tesla's vertically integrated operating system, with Gigafactory Shanghai. Tesla combines battery procurement, production, software development and direct sales, which in turn reduces the manufacturing cost and enhances the operational responsiveness. By 2025, Gigafactory Shanghai had delivered around 52% of Tesla's global output, averaging 851,000 cars annually, a testament to its vital role in enabling economies of scale and manufacturing efficiency (Shanghai Municipal People's Government, 2026). But as Chinese competitors have progressed with manufacturing capabilities, it seems that operational efficiency is easier and easier to imitate. So, scale alone cannot be the basis of a sustainable competitive advantage.
Tesla's most tricky thing to replicate is software capability. The reliance on proprietary operating systems, over the air (OTA) software updates, artificial intelligence (AI) and Full Self Driving (FSD) technology is the beginning of connecting the dots and adding value beyond vehicle ownership (Khan, 2024). Instead of battling each other over hardware, like traditional manufacturers, Tesla constantly improves vehicle capabilities post-sale, driving customer retention and new revenue opportunities from software. While domestic manufacturers desperately catch up to Tesla in digital advances, the Tesla management team has held onto their lead by integrating AI, software and connected mobility into a single platform. This ability is thus the firm's most viable strategic asset.
While these are its weaknesses, these do not seem to slow down its future competitiveness. The relatively narrow market representation of the company's passenger vehicles results in lower capacity to serve the growing consumer profile in China, especially the fast-growing affordable EV segment (Shi et al., 2022). Moreover, the company's reliance on China for its manufacturing operations puts Tesla at risk of geopolitical uncertainties and regulations that are out of managerial reach. This diminishes the activity's flexibility and potential strategic risk if competition or regulatory circumstances become challenging.
Overall, the VRIO analysis suggests that Tesla has the potential to leverage on a number of assets that have value and are well organized to provide a sustained competitive advantage, including its brand, software platform and vertically integrated operating model. But manufacturing efficiency and technological superiority are becoming more easily replicable as Chinese rivals warm up their own innovations. Thus, scaling up has become less critical to Tesla's competitiveness, and more about constantly enhancing software predominance, ecosystem connectivity, and adding value for customers, which are set to become the pillars of the company's competitive advantage in China's changing EV industry.
2.3 SWOT Analysis
A SWOT (see Appendix 3) is a summary of a company’s strengths, weaknesses, opportunities and threats. Based on SWOT, Tesla has some resources to use strategically in order to take advantage of opportunities in the growing Chinese EV market. Its AI features, its own software ecosystem and the vertically integrated production model enable it to reap the benefits of rising demand for intelligent connected cars and software-based mobility services, in particular (Miao, 2025). These advantages give Tesla the power to continue to drive differentiation and create value for the customer, not just spec-for-spec competition in cars. 
Understanding the coupling of internal weakness with external threat, however, is a great strategic dilemma. The brand-led differentiation strategy that Tesla employs to win a premium price is becoming more and more fragile as new local producers like BYD roll out similarly technologically advanced vehicles for less money (Bello, 2025). In addition, the company's focused product mix restricts its market penetration and competition in fast-growing mass-market areas, and the division's reliance on China adds risk of geopolitical issues and regulatory uncertainty.
In summary, the SWOT assessment points to a key need for Tesla to reinforce its unique software attributes develop an ecosystem strategy and enhance their innovation ability to outcompete more nimbler Chinese rivals in the target market, rather than relying on market growth, which is mainly expected. Based on these results the strategic evaluation of which approach using the business-level strategy is most appropriate is presented in the next section.
3. Comprehensive and Holistic View of the Organisation
3.1 Critical Evaluation of Tesla's CSR Strategy and Its Alignment with Business Objectives 
The focus of CSR has shifted from just a way to meet regulatory requirements to a tool that can help companies build enduring competitive strength by creating strong relationships with stakeholders, improving their reputations, and promoting sustainable value creation (Ali, Iqbal and Irfan, 2025). CSR is intrinsic to the ongoing effort of becoming more sustainable, which is central to the overall purpose of Tesla's business. Many well-known automotive groups have incorporated sustainability into their mainstream strategies, while Tesla have thoughtfully built sustainability into the main product and business model. This proximity points to a CSR as a competitive advantage tool, and not simply a reputational management tool.
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Figure 2: Critical Evaluation of Corporate Social Responsibility and Global Innovation Management of Tesla
(Source: Majumdar, 2023)
Environmental issues are well suited to Tesla's long-term business goals. The company set 100% renewable electricity usage in all manufacturing sites by 2030, and plan to realize GHG (greenhouse gas) emissions neutrality by 2050 (Williment, 2026). Further, Tesla provided an estimate of nearly 31.4 GWh of battery storage capacity being deployed in 2025, a record growth year for integration with renewables and decarbonisation of the grid (Deepak, 2025). These efforts continue to build on Tesla's mission to encompass sustainability beyond the car, into broader energy solutions. Strategically, the arrangement helps Tesla differentiate its product, add more credibility to brand image for investors and help them harness rising world demand for green technologies.
The assessment of CSR, however, is not based just on environmental performance. In Carroll's CSR framework all responsibilities of sustainable CSR include ethical, legal and social responsibilities (Carroll, 2021). While it's a leader in green cars, Tesla is also been criticized for its labour relations, workplace safety, corporate governance and transparency of its supply chain practices. So, for instance, the rising attention paid to buying critical minerals like lithium and cobalt has raised stakeholder demands for ethical sourcing and more accountability in the supply chain. These concerns create reputational risk which could lead to a loss of trust even though Tesla has great environmental credentials.
Additionally, Tesla's governance is hotly contested owing to its centralized control and heavy reliance on executive decision-shaping (Loureiro, 2025). Board centricity can present strategic risk if it restricts independent oversight and skews board attention to reputational volatility. In comparison, therefore, the management structure of Tesla is relatively less advanced than the environmental policies, which is non-symmetrical across Environmental, Social and Governance (ESG) factors of CSR.
In summary, Tesla's CSR strategy appears to be a robust fit with the company's business goals, as sustainability is integrated into their products, operations, and long-term growth plans, not just a distinct, separate strategy. But if Tesla is to maintain its competitive edge, it must now bolster its environmental leadership with better corporate governance, labour norms and transparency in its supply chain. This would build stakeholder confidence, support ESG standards and boost Tesla's ability to withhold long-term competitive edge of Chinese rising regulation and social sensitivity in the EV sector.
3.2 Balanced Scorecard Analysis
The Balanced Scorecard (BSC) by Kaplan and Norton (1996) is a strategic framework that breaks the business principles down into measurable goals, incorporating non-financial and financial performance measures into a single framework. The Balanced Scorecard (BSC) of the Tesla car industry's passenger EV sector is shown in Appendix 4. Tesla's focus is especially significant given that competitive edge lies in vehicle sales, as well as software innovation, manufacturing prowess and organisational capability. As a result, the suggested Balanced Scorecard aligns Tesla's mission of accelerating the world's transition to sustainable energy with strategic priorities of its passenger EV business in China. 
By measuring the proposed Balanced Scorecard, Tesla's future competitiveness relies on the balance between financial, innovation, customer value and organisational capability. Financial actions should focus more on software interests and production efficiencies than on lowering prices, potentially undermining Tesla's premium image (Bai, 2025). Customer-centric KPIs facilitate this differentiation by enhancing satisfaction, retention and switching barriers in China's evolving competitive landscape for EVs.
Likewise, internal process ones focus on steady enhancements to the manufacturing process, battery technology and AI-driven manufacturing practices, which ensures streamlined operations in the face of growing domestic competition (George, 2024). In the meantime, learning and growth goals acknowledge that investment in technology, staff competence and leadership training is crucial to keeping up technological superiority as Chinese manufacturers quickly build up their innovation capacity.
Overall, the Balanced ScoreCard transforms the strategic goals of Tesla into the tangible metrics to measure their performance, which ensures financial and non-financial targets are aligned with the mission and their long-term competition strategy. Combined with other elements such as objectives, KPIs, targets and strategic initiatives, the framework offers an effective tool to track the strategy implementation and to maintain competitive edge in the dynamic China's passenger EV market.
4. Strategic Choices and Implementation
4.1 Evaluation of Business-Level Strategic Choices 
As local manufacturers continue to capitalize on Tesla-size break floor runs and outstanding customer service, the list of things that can set a vehicle apart begins to shrink. On the business level, there are three strategic options: Cost Leadership, Differentiation and a combo of selective cost efficiencies and ongoing innovation. 
Tesla's offensively weak strategy is to compete on price, because the Chinese market is quite cheap. Porter's generic strategies state that cost leadership is dependent of the achievement of the lowest cost of operation in the industry while keeping an acceptable level of quality (Islami, Mustafa and Topuzovska Latkovikj, 2020). Yet BYD has significant cost benefits and advantages in terms of both the localised supply chains and the manufacture of their batteries. Cost competition reduces margins and decreases investment in innovation (Thulin and Povlsen, 2024). Thus, to stay competitive in the future, Tesla should not rely on pure cost leadership.
On the other hand, differentiation is less closely related to Tesla's strategic assets. Porter (2023) offers a framework where firms with unique capabilities would do better to play through value creation as opposed to into price competition. The combination of Tesla's AI tools, OTA software and its FSD technology is tricky to copy. However, with the convergence of technology in China's EV market, product innovation alone is no longer a competitive differentiator (Xu and Mo, 2024). As a consequence, user experience and ongoing software developments take greater importance than hardware dominance on the road to differentiation.
So, a technology-based differentiation strategy with operational efficiency makes the most sense as a business level strategy. Instead of a price war, Tesla should invest more heavily in its AI ecosystem by software subscription and connected mobility services. This takes advantage of its VRIO resources, and provides long-run customer value. This course of action enables the company to make better use of its valuable and scarce abilities without the risk of the elements of the competitive sphere. Additionally, it enables the acceleration of sustainable mobility in the general interest of the planet by bringing value to Tesla's customers over the long haul and through innovation — not just market-share.
	Strategic Option
	Advantages
	Limitations
	Strategic Assessment

	Cost Leadership
	• Improves price competitiveness
• Increases market accessibility
	• Reduces profit margins
• Weakens premium brand
• Difficult to outperform BYD on cost
	Not recommended

	Differentiation
	• Builds on AI, software and brand strengths
• Higher customer loyalty
• Greater long-term value creation
	• Requires continuous innovation investment
	Recommended

	Hybrid Strategy
	• Balances efficiency and differentiation
• Reduces operational costs
	• Risk of strategic inconsistency if cost becomes the dominant focus
	Supporting approach


Table 1: Evaluation of Tesla's Business-Level Strategic Options
(Source: Self-created based on VRIO and SWOT analyses)
4.2 Evaluation of the Recommended Strategy Using the SAFe Framework
This report seeks to assess technology-leverage differentiation with operational efficiency as Tesla's business-level strategy using the SAFe framework. It is evaluated for its Suitability, Acceptability and Feasibility (Marinho, Camara and Sampaio, 2021).
	Criteria
	Evaluation

	Suitability
	Responds to price competition by strengthening AI, software and ecosystem differentiation rather than competing primarily on cost.

	Acceptability
	Supports long-term profitability through software revenues while improving customer value and shareholder returns.

	Feasibility
	Tesla possesses strong R&D capability, Gigafactory Shanghai and financial resources to implement the strategy.


Table 2: SAFe Evaluation of the Recommended Strategy
(Source: Self-created)
The proposed strategy is highly strategic in nature since it has been conceived to solve the main issues highlighted in PESTEL and SWOT analysis. China is increasingly moving towards a software-driven competition, and the dependence on the software capability and system integration is also crucial for Tesla to differentiate without devaluating its premium strategy with latest decreases in price (Chen, Li and Zhi, 2022).
Moreover, the strategy is highly acceptable as it values large stakeholders. As software-based services grow, the service continually generates revenues and keeps the business viable and profitable, and the customer receives ongoing upgrades of their vehicle via over-the-air updates as well as increased digital capabilities. These outcomes keep customers loyal, and make it challenging to leave.
Tesla has the capability to carry out the strategy in a feasible manner from a feasibility standpoint. The company spent on around US$4.5 billion in research and development in 2025 and Gigafactory Shanghai continues to serve as the primary production facility, offering substantial manufacturing capacity and supply chain efficiencies (Macrotrends, 2024). But maintaining technological dominance will be a constant battle as Chinese rivals quickly catch up.
As a whole, based on the SAFe analysis, technology differentiation is the right choice and identifiable with capability, presenting the biggest capability basis to maintain the competitiveness of Tesla in the passenger EV market in China.
4.3 Delivering Sustainable Competitive Advantage through Strategy Implementation
Sustainable competitive advantage is reinforced through the use of valuable and hard-to-replicate assets in Tesla's technology-driven differentiation approach. Thus, the Resource Based View (RBV) holds that firms outperform others by leveraging resources that are valuable, non-substitutable, and scarce (Kero and Bogale, 2023). Tesla's AI features, software platform and vertically integrated operations and Gigafactory in Shanghai give the company the innovation edge that allows it to avoid price wars.
Rather than cutting costs on vehicles, Tesla needs to invest in software-based services like Full Self-Driving (FSD), over-the-air (OTA) updates and connected mobility solutions (Khan, 2024). These are ongoing projects that produce a semi-steady revenue stream, build customer allegiance and make it more difficult to switch to other retailers - in essence, are more sustainable than hardware-centric differentiators.
The plan also goes hand-in-hand with Tesla's Balanced scorecard, as customer experience gets better with software revenues and continuous innovation. As a result, pairing technological prowess with the efficiency of business operations puts Tesla in a competitive position despite the growing competition in the China EV market.
4.4 Implementation Challenges and Mitigation Strategies 
While strategically suitable, it has technological, regulatory and competitive challenges.
	Challenge
	Mitigation Strategy

	Technology imitation by Chinese competitors
	Increase R&D investment and accelerate AI and software innovation.

	Autonomous driving and data regulations
	Strengthen local compliance teams and regulatory collaboration.

	Intense price competition
	Improve manufacturing efficiency and expand software subscription revenues.

	Workforce capability
	Invest in employee training and leadership development to support AI adoption.


Table 3: Strategic Implementation Challenges and Mitigation Measures
(Source: Self-created)
To overcome these challenges successfully, there needs to be a balance between continuous innovation and operational excellence. Getting more out of software will alleviate dependency on vehicle sales, but maintain Tesla's luxury image (Li et al., 2024). At the same time, the investment into organisational capabilities and regulatory compliance helps to boost the effectiveness of implementation and to fulfil long term strategic goals.
A holistic approach to proactive risk management helps to safeguard Tesla's technology-driven differentiation, nurture its competitive edge and sustain its long-term growth in the highly competitive Chinese passenger EV market.
5. Reflective Account (Gibbs' Reflective Cycle)

Figure 3: Gibbs' Reflective Cycle
(Source: Self-created)
5.1 Description
By using Gibbs' Reflective Cycle, this reflection will assess my experience for the research, analysis and preparation process for the strategic management report of Tesla's passenger electric vehicle (EV) business in China (Adeani, Febriani and Syafryadin, 2020). A strategic management framework, such as PESTEL, VRIO, SWOT, Balanced Score card, and SAFe, were all used in the report to analyse the strategic position and come up with an appropriate business level strategy for Tesla. For analysis, I've drawn from various academic journal articles and company reports, industry publications and market statistics. Given Tesla's business focus in China, an analysis of only the passenger EV segment allowed a more targeted assessment of the company's competitive situation and helped to understand the effect of external market dynamics and internal strengths on strategic choice.
5.2 Feelings
Initially, I thought that with Tesla being technologically advanced and enjoying strong global reputation, strategic analysis would not be too difficult. But after analyzing academically and industry evidence, I found that China's EV market is actually more competitive than I thought. Domestic manufacturers such as BYD, NIO and XPeng have rapidly improved their technological capabilities while competing aggressively on price. This made me reconsider my original idea, that brand was enough to provide competitive advantage to Tesla. Before I started to correlate external opportunity, internal capability, and decision, an analysis of multiple strategic frameworks initially seemed to be difficult, but as I did this, I built confidence. Moving from describing business models to critically examining business strategy decisions with this process.
5.3 Evaluation
The use of several strategic management frameworks instead of one analytical model was one of the best features I achieved in my approach. By combining PESTEL, I learned about how the political, technological and regulatory factors in China affect a car company and VRIO brought Tesla's unique internal assets to light. The analysis of these data using SWOT offered a strategic framework and the Balanced Scorecard linked strategic objectives to operational measures of performance. Last but not least, the SAFe framework allowed me to better use structured evaluation to support the suggested approach.
Still, there were a few hurdles I faced. It was difficult to separate out reliable evidence from general comments, as the information available was large. Furthermore, given the disparity in statistical sources in terms of reporting period and method, some figures varied (Boďa and Vladimír Úradníček, 2020). The other difficulty was to not write descriptively. But at first, instead of analysing the implications of the frameworks, I have explained them. When I altered parts of the report, instead of describing a situation I was able to present arguments with evidence.
5.4 Analysis
Overall, this assignment has greatly improved my knowledge of strategic management because it has proved to me that strategy is not just something that one can find in a book and just implement. At first, I thought ‘cost leadership' would be a good solution to the very price-sensitive Chinese EV market. Compatibility of results from these PESTEL, VRIO and SWOT analyses revealed that playing a price competition would not strengthen Tesla's premium positioning, nor would it allow Tesla to save resources for future innovations.
The Resource Based View further enhanced my knowledge about the advantage of sustainable competitive advantage. I figured that Tesla's AI, software, vertical integration, and Gigafactory Shanghai were more intangible and harder to copy than being able to precisely match its pricing. Likewise, it was found that, based on the SAFE framework, strategic recommendations must be examined for competitive potential and make sense, must be accepted by stakeholders and must be implementable.
Another key learning area that was highlighted was the importance of having both academic sources and current industry evidence. Operational data from company reports were provided while peer-reviewed literature provided theoretical explanations of competitive behaviour were gathered (Tsiu et al., 2025). These sources enhanced the validity of my arguments and bolstered the need for evidence-based strategic decision making. In totality and in general, the process changed my thinking from dealing with only one way to win to a more holistic process of analysing the environment, analysing the resources and implementing them effectively.
5.5 Conclusion
I find that this assignment allowed me to become more strategic, but also more efficient at gathering and presenting the research that I would need to conduct in the future. I have become more familiar with how the frameworks of strategic management can be used together to support evidence-based decision-making. More important, I have learned that it's not just having the historical strengths that make up a sustainable competitive advantage; it's being able to position the organisation's resources in order to respond to the needs of the external market. These have helped me to better appreciate the analysis of complex business environments as a strategic management consultant.
5.6 Action Plan
I plan to develop my skills in critical analysis through a wider selection of current academic studies in future strategic consultation projects and add in quantitative data to support strategic advice. I am also going to work on being better able to synthesise a multitude of strategic frameworks, not just analyse them individually. Also, I shall keep on learning to write the consultancy reports with evidence that are concise, not descriptive but rather evaluative in nature. Such improvement will reduce levels of my academic achievement and my professional skills of strategic management. 
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Appendices
Appendix 1: Summary of PESTEL Analysis for Tesla's Passenger EV Business in China
	Factor
	Key Findings

	Political
	• Strong NEV policies and carbon neutrality targets.
• Government investment in EV infrastructure.
• Preferential support for domestic manufacturers.
• US–China geopolitical tensions increase uncertainty.

	Economic
	• China produces ~75% of global EVs (2025).
• Declining battery costs improve efficiency.
• Intense EV price war reduces margins.
• Consumers are increasingly price sensitive.

	Social
	• Rising environmental awareness drives EV adoption.
• Growing demand for AI-enabled smart vehicles.
• Consumers prioritise value for money.
• Domestic brands gain stronger customer acceptance.

	Technological
	• Rapid advances in AI and battery technology.
• Domestic firms are narrowing Tesla's technology gap.
• Faster innovation cycles intensify competition.
• Software ecosystems are becoming key differentiators.

	Environmental
	• Carbon neutrality policies support EV demand.
• Greater focus on battery recycling.
• Increasing ESG expectations across supply chains.
• Sustainable sourcing is becoming more critical.

	Legal
	• Stricter autonomous driving regulations.
• Stronger cybersecurity and data localisation rules.
• Increasing compliance requirements.
• Higher regulatory risks for connected vehicles.



Appendix 2: VRIO Analysis of Tesla's Internal Resources
	Resource/Capability
	Valuable
	Rare
	Costly to Imitate
	Organised
	Competitive Implication

	Global brand reputation
	✓
	✓
	✓
	✓
	Sustained competitive advantage

	Gigafactory Shanghai & vertical integration
	✓
	✓
	Moderate
	✓
	Strong competitive advantage

	AI, software and OTA capabilities
	✓
	✓
	✓
	✓
	Sustained competitive advantage

	Manufacturing scale and operational efficiency
	✓
	Moderate
	Moderate
	✓
	Temporary competitive advantage

	Product portfolio concentration
	✗
	✗
	✗
	✗
	Competitive weakness





Appendix 3: SWOT Analysis of Tesla's Passenger EV Business in China
	Strengths (Internal)
	Weaknesses (Internal)

	· Globally recognised premium EV brand with strong customer loyalty
· Advanced AI, Full Self-Driving (FSD) and over-the-air (OTA) software capabilities
· Gigafactory Shanghai provides cost efficiency and supply chain integration
· Vertically integrated business model and proprietary charging ecosystem
	· Premium pricing increases sensitivity to China's EV price war
· Limited presence in the affordable mass-market EV segment
· Heavy dependence on China for manufacturing and exports
· Leadership concentration and reputational risks associated with senior management

	Opportunities (External)
	Threats (External)

	· Continued growth of China's New Energy Vehicle (NEV) market
· Increasing demand for AI-enabled and connected mobility solutions
· Government carbon neutrality targets and EV policy support
· Advances in battery technology and renewable energy integration
	· Intensifying competition from BYD, NIO, XPeng and Li Auto
· Aggressive price competition reducing industry profitability
· Stricter regulations on autonomous driving, cybersecurity and data security
· US–China geopolitical tensions and supply chain disruptions





Appendix 4: Balanced Scorecard for Tesla's Passenger EV Business in China
	Perspective
	Strategic Objectives
	KPIs
	Targets
	Strategic Initiatives

	Financial
	Improve sustainable profitability and market growth
	• Revenue growth (%)
• Automotive gross margin (%)
• ROIC
	• Revenue growth >10%
• Gross margin >20%
• Positive ROIC
	• Increase software-based revenue (FSD, connectivity)
• Improve manufacturing efficiency at Gigafactory Shanghai

	Customer
	Strengthen customer satisfaction and loyalty
	• CSAT
• Net Promoter Score (NPS)
• Repeat purchase rate
	• CSAT >90%
• Higher NPS than competitors
• Increased customer retention
	• Expand after-sales services
• Improve OTA updates and digital experience

	Internal Business Processes
	Improve operational efficiency and innovation
	• Production efficiency
• Vehicle defect rate
• Software update frequency
	• Lower manufacturing costs
• Reduce defects
• Faster software deployment
	• AI-enabled manufacturing
• Battery innovation
• Supply chain optimisation

	Learning & Growth
	Strengthen innovation capability and workforce skills
	• R&D investment
• Training hours
• Employee engagement
	• High R&D investment
• Continuous workforce upskilling
• Higher employee engagement
	• AI and software training
• Leadership development
• Innovation culture
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