
 

 

 

 

Strategic Management and Sustainability 

LCBB 6015 

Component 2: Strategic Plan – Academic Report 

Student name: Adrian Daniel Roman 

Student code: 2312879 

Automative Industry Trends and Strategy 

 

Strategic Analysis and Formulation in the Global 
Automotive Industry: A Case Study of Tesla, Inc. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Table of Contents 

1.Executive Summary ............................................................................... 4 

2. Introduction to Strategy ......................................................................... 5 

2.1 Definition of Strategic Management 

2.2 Importance and Benefits of Strategic Management 

2.3 Purpose and Structure of the Report 

3. Overview / Background of the Firm ...................................................... 6 

3.1 Company Profile – Tesla, Inc. 

3.2 Products and Services 

3.3 Industry and Market Position 

4.Strategic Intent ...................................................................................... 7 

4.1 Vision Statement 

4.2 Mission Statement 

4.3 Strategic Objectives 

5. Current Performance Analysis ............................................................. 8 

5.1 Financial Performance 

5.2 Operational Performance 

5.3 Market Position and Competitive Standing 

6. Strategy Analysis ................................................................................. 9 

6.1 External Environmental Analysis (PESTEL) 

    6.1.1 Political Factors 

    6.1.2 Economic Factors 

    6.1.3 Social Factors 

    6.1.4 Technological Factors 

    6.1.5 Environmental Factors 

    6.1.6 Legal Factors 

6.2 Industry Analysis (Porter’s Five Forces) 

    6.2.1 Threat of New Entrants 

    6.2.2 Bargaining Power of Suppliers 

    6.2.3 Bargaining Power of Buyers 

    6.2.4 Threat of Substitutes 

    6.2.5 Competitive Rivalry 

6.3 Internal Environmental Analysis......................................................12 



    6.3.1 SWOT Analysis 

    6.3.2 VRIO Framework 

    6.3.3 Value Chain Analysis 

7. Strategy Formulation ........................................................................ 14 

7.1 Strategic Options 

7.2 Proposed Strategy 

7.3 Justification of Strategic Choice 

8.Conclusion and Recommendations ............................................... ....15 

9. References .........................................................................................16 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



1. Executive Summary 

This report provides a thorough analysis of the strategic formulation of Tesla, Inc., a 
prominent leader in the global automotive and clean energy industries. The 
automotive sector is experiencing a significant transformation propelled by 
electrification, digitalization, sustainability demands, and changing consumer 
expectations. Tesla has established itself as a key player by capitalizing on 
technological advancements, vertical integration, and a business model focused on 
software. 

The report assesses Tesla's strategic positioning by examining its internal strengths 
and external factors through well-established frameworks such as PESTEL, Porter’s 
Five Forces, SWOT, and VRIO. Although Tesla enjoys robust brand equity, cutting-
edge battery technology, and a leading position in AI-driven mobility, it also confronts 
considerable challenges, including increasing competition, vulnerabilities in the 
supply chain, and complex regulatory issues. 

The results underscore the necessity for Tesla to improve the resilience of its supply 
chain, broaden its software-driven revenue sources, and bolster its global 
manufacturing adaptability. Additionally, the establishment of strategic alliances and 
diversification into energy ecosystems are recognized as essential factors for growth. 

The report ultimately suggests a shift towards a unified mobility and energy platform, 
which would allow Tesla to maintain its competitive edge and achieve long-term 
profitability in a market that is becoming increasingly dynamic and competitive. 

2. Introduction to Strategy 

Strategic management is described as the process by which organizations develop, 
execute, and assess decisions that allow them to reach long-term goals (Johnson, 
Scholes & Whittington, 2020). In rapidly changing sectors like automotive 
manufacturing, strategic management is essential for ensuring adaptability, 
competitiveness, and ongoing value creation. 

The automotive sector is presently undergoing an extraordinary transformation, 
marked by electrification, autonomous driving technologies, connectivity, and 
pressures for sustainability (Deloitte, 2023). These developments necessitate that 
companies transition from conventional manufacturing methods to innovation-driven, 
customer-focused, and technology-enabled business models. As noted by Porter 
(2008), companies must consistently evaluate their competitive landscape and 
formulate strategies that establish and maintain a competitive edge. 

The significance of strategic management is rooted in its capacity to offer guidance, 
optimize the allocation of resources, reduce risks, and improve organizational 
performance (Grant, 2019). In the case of Tesla, strategic management is especially 
vital given the company’s dual function as both an automotive producer and a 
technology innovator.  

This report aims to create a comprehensive strategic formulation plan for Tesla. It 
assesses the company’s existing strategic position, examines its internal and 
external environments, and suggests strategic initiatives to boost competitiveness. 

The report is organized into multiple sections, including company background, 
strategic intent, performance evaluation, environmental analysis, strategy 



formulation, and recommendations, thereby delivering a thorough and academically 
sound evaluation. 

3. Overview / Background of the Firm 

Tesla, Inc. was established in 2003 and is based in Austin, Texas. The organization 
functions within the worldwide automotive and energy industries, focusing on electric 
vehicles (EVs), battery energy storage systems, and solar energy solutions. 

Tesla’s range of products features electric vehicles such as the Model S, Model 3, 
Model X, and Model Y, in addition to energy solutions like Powerwall, Powerpack, 
and Solar Roof systems. The company has transformed the automotive value 
proposition by incorporating advanced software, artificial intelligence, and over-the-
air updates into its vehicles (Vynakov et al., 2021). 

Tesla employs a vertically integrated business model, overseeing essential elements 
of its value chain, including battery manufacturing, software development, and direct-
to-consumer sales. This strategy facilitates cost efficiencies and differentiation 
(Porter, 1985). The company has set up manufacturing plants (Gigafactories) in the 
United States, China, and Europe, thereby increasing its global production capacity. 

Tesla competes with established automakers like Toyota Motor Corporation and 
BMW Group, in addition to new companies focused on electric vehicles. Its 
competitive edge is derived from its robust brand identity, innovative capabilities, and 
leadership in battery and artificial intelligence technologies. 

4. Strategic Intent 

Tesla's strategic intent is rooted in its vision "to establish the most compelling car 
company of the 21st century by facilitating the world's transition to electric vehicles." 
This mission further amplifies this ambition by highlighting the acceleration of 
sustainable energy adoption on a global scale. 

Strategic intent embodies an organization's long-term goals and directs its decision-
making processes (Hamel & Prahalad, 1989). Tesla's strategic objectives 
encompass: 

- Attaining global leadership in electric vehicles 

- Promoting advancements in autonomous driving technologies 

- Broadening renewable energy solutions 

- Mitigating carbon emissions through sustainable innovation 

Tesla's objectives are closely aligned with global sustainability goals and regulatory 
trends that advocate for clean energy adoption (IEA, 2023). The company's 
emphasis on innovation and disruption empowers it to challenge established industry 
standards and reshape competitive dynamics. 

Moreover, Tesla's approach highlights vertical integration, which provides enhanced 
oversight of production processes, cost frameworks, and technological 
advancements. The organization also focuses on scalability and efficiency via 
Gigafactories, facilitating swift growth in reaction to rising demand. 



From a strategic viewpoint, Tesla's objective embodies a hybrid strategy that merges 
differentiation with cost leadership. By utilizing cutting-edge technology and 
economies of scale, Tesla aims to offer high-performance vehicles at progressively 
competitive prices. 

5. Current Performance 

Tesla has witnessed remarkable growth in recent years, fueled by a rising global 
demand for electric vehicles and favorable regulatory conditions. The company has 
consistently increased its production capacity, with Gigafactories playing a pivotal 
role in achieving economies of scale and enhancing operational efficiency. 

From a financial perspective, Tesla has shown robust revenue growth, primarily 
driven by vehicle sales, along with contributions from energy products and regulatory 
credits. The company’s profitability has improved due to reductions in battery 
production costs and enhanced operational efficiency (McKinsey, 2023). 

Tesla’s Model Y has become one of the top-selling vehicles worldwide, indicating 
strong consumer demand and brand loyalty. Furthermore, Tesla’s direct-to-consumer 
sales approach removes intermediaries, allowing for better pricing control and higher 
profit margins (Kotler & Keller, 2016).  

In terms of technology, Tesla holds a leading position in battery innovation and 
autonomous driving systems. Its investments in artificial intelligence and machine 
learning have facilitated the creation of advanced driver-assistance systems and 
over-the-air updates, thereby improving the customer experience (Vynakov et al., 
2021). 

Nevertheless, Tesla encounters numerous challenges. The competition from 
established automakers and emerging players has intensified, resulting in pricing 
pressures and diminished profit margins. Firms like Volkswagen Group and BYD 
Company have notably expanded their electric vehicle offerings. 

6. Strategy Analysis 

6.1 External Environmental Audit (PESTEL Analysis) 

The external environment significantly influences the strategic direction of Tesla, Inc., 
especially within an industry that is experiencing rapid technological and regulatory 
changes. A PESTEL analysis offers a systematic approach to assess the macro-
environmental factors that affect Tesla’s performance and strategic decisions 
(Johnson et al., 2020). 

Political Factors: 

Government intervention is a crucial driver of the electric vehicle (EV) market. 
Initiatives such as subsidies, tax incentives, and emissions regulations have fostered 
the global adoption of EVs, directly contributing to Tesla’s growth trajectory (IEA, 
2023). For instance, incentives in areas like the European Union and China have 
boosted demand for EVs. Nevertheless, Tesla faces geopolitical risks, including 
trade disputes between major economies such as the United States and China, 
which could disrupt supply chains and raise tariffs (OECD, 2022).  

  



Economic Factors: 

Macroeconomic conditions have a profound impact on Tesla’s cost structure and 
consumer demand. Increasing prices of raw materials—especially lithium, cobalt, 
and nickel—have raised battery production costs, which represent a significant 
portion of EV manufacturing expenses (McKinsey, 2023). Inflationary trends and 
varying exchange rates also influence Tesla’s pricing strategies and overall 
profitability. Furthermore, economic recessions may diminish consumer purchasing 
power, particularly for high-priced EVs, thus affecting sales volumes (Grant, 2019). 
However, long-term economic trends favoring green investments and sustainable 
infrastructure present opportunities for growth. 

Social Factors: 

Changing consumer preferences towards sustainability and environmental 
responsibility have greatly increased the demand for electric vehicles (EVs). A 
heightened awareness of climate change and carbon emissions has altered 
consumer behavior, favoring cleaner transportation options (Deloitte, 2023). Tesla 
has effectively established itself as a leader in sustainability, attracting 
environmentally aware consumers. Additionally, the rising significance of digital 
experiences and connectivity is in harmony with Tesla’s software-centric vehicle 
ecosystem. Nevertheless, consumer apprehensions regarding charging 
infrastructure and battery range continue to pose challenges to widespread adoption 
(Kotler & Keller, 2016). 

Technological Factors: 

Technological innovation is fundamental to Tesla’s competitive edge. Progress in 
battery technology, artificial intelligence (AI), and connectivity allows Tesla to set its 
products apart and sustain market dominance (Vynakov et al., 2021). The company’s 
commitment to autonomous driving systems and over-the-air software updates 
illustrates the broader industry trend towards software-defined vehicles. However, 
the rapid pace of technological advancement also heightens competition, as 
established automakers and new entrants heavily invest in EV and AI technologies 
(Porter, 2008). 

Environmental Factors: 

Environmental factors play a pivotal role in Tesla’s business strategy. The growing 
global focus on minimizing greenhouse gas emissions and attaining carbon neutrality 
has expedited the shift towards electric mobility (IEA, 2023). Regulatory measures 
such as emissions standards and carbon taxes further promote the adoption of 
electric vehicles. Tesla stands to gain from this movement, as its offerings are in 
harmony with sustainability goals. Nevertheless, environmental issues associated 
with battery manufacturing, including resource extraction and recycling, pose 
challenges that necessitate careful management (OECD, 2022). 

Legal Factors: 

The automotive sector is subject to stringent regulations, and Tesla is required to 
adhere to numerous legal obligations concerning safety, emissions, and autonomous 
driving technologies. The uncertainty surrounding regulations for self-driving systems 
presents considerable risks, as the legal frameworks governing autonomous vehicles 



are still in development (Johnson et al., 2020). Furthermore, safeguarding intellectual 
property and ensuring compliance with international trade regulations are essential 
for Tesla’s operations worldwide.  

Porter’s Five Forces Analysis 

Porter’s Five Forces framework offers valuable insights into the competitive 
landscape of the automotive sector and Tesla’s strategic positioning (Porter, 2008).  

Threat of New Entrants – Moderate: 

Significant capital investment, technological intricacies, and economies of scale 
present considerable barriers to market entry. Nevertheless, the shift towards electric 
vehicles (EVs) has diminished some conventional barriers, allowing new players like 
startups and tech companies to penetrate the market (McKinsey, 2023). 

Bargaining Power of Suppliers – High: 

Tesla's dependence on essential raw materials such as lithium and semiconductors 
grants suppliers substantial bargaining leverage. The limited availability and 
geopolitical concentration of these materials heighten supply risks and costs (OECD, 
2022). Although Tesla’s vertical integration strategy helps to alleviate some of this 
risk, it does not completely eliminate reliance on external suppliers. 

Bargaining Power of Buyers – Increasing: 

As competition in the EV market intensifies, consumers enjoy a wider array of 
choices, thereby enhancing their bargaining power. Factors such as price sensitivity 
and the demand for advanced features, including connectivity and autonomy, 
significantly impact purchasing decisions (Kotler & Keller, 2016). To maintain 
customer loyalty, Tesla must consistently innovate and offer competitive pricing. 

Threat of Substitutes – Moderate: 

Substitutes encompass hybrid vehicles, public transportation, and alternative mobility 
options like ride-sharing. While EVs provide environmental advantages, 
considerations such as cost and infrastructure challenges render substitutes viable 
alternatives for consumers (Deloitte, 2023). 

Competitive Rivalry – High: 

Competitive rivalry is fierce, as established automakers and emerging players are 
vigorously broadening their electric vehicle (EV) offerings. Firms like Volkswagen 
Group and BYD Company have markedly boosted their investments in EV 
technologies, heightening both price competition and the pressures for innovation. 

6.2 Internal Environmental Audit 

SWOT Analysis 

A SWOT analysis emphasizes Tesla's internal strengths and weaknesses, along with 
external opportunities and threats (Grant, 2019). 

Strengths: Tesla's robust brand equity, technological leadership, and vertically 
integrated business model offer a considerable competitive edge. Its innovative 
capabilities and first-mover advantage in the electric vehicle (EV) market further 
bolster its standing. 



Weaknesses: Challenges encompass issues with production scalability, quality 
control, and dependence on key geographic markets like China. 

Opportunities: The rising global demand for EVs, expansion in renewable energy 
sectors, and advancements in artificial intelligence present substantial opportunities 
for Tesla's growth. 

Threats: Heightened competition, regulatory uncertainties, and disruptions in the 
supply chain pose risks to Tesla's expansion. 

VRIO Analysis 

The VRIO framework assesses Tesla's resources and capabilities regarding their 
potential to deliver sustained competitive advantage (Barney, 1991). 

Valuable: Tesla's battery technology and AI capabilities improve efficiency and 
enhance customer value. 

Rare: Its integrated hardware-software ecosystem is distinctive within the automotive 
sector. 

Inimitable: Tesla's brand reputation, culture of innovation, and data-driven 
capabilities are challenging for competitors to imitate. 

Organized: The company's structure and leadership facilitate the effective utilization 
of its resources. 

This analysis indicates that Tesla has several core competencies that contribute to 
its sustained competitive advantage. 

Value Chain Analysis 

Tesla's value chain demonstrates a significant level of vertical integration, which 
facilitates cost management and differentiation (Porter, 1985). The primary activities 
that are essential include inbound logistics (sourcing of raw materials), operations 
(manufacturing of batteries and vehicles), outbound logistics (direct delivery to 
customers), marketing and sales (utilizing a direct-to-consumer approach), and 
service (providing over-the-air updates). 

In summary, Tesla's internal strengths, along with its strategic alignment with external 
environmental trends, firmly establish the company within the global automotive 
sector. Nevertheless, maintaining this competitive edge necessitates ongoing 
innovation, operational effectiveness, and proficient risk management. 

7. Strategy Formulation 

Tesla ought to implement a comprehensive growth strategy that emphasizes 
innovation, resilience, and diversification. 

To begin with, enhancing supply chain resilience is essential through vertical 
integration and forming strategic sourcing partnerships. This approach minimizes 
reliance on external suppliers and alleviates risks linked to geopolitical tensions. 

Next, Tesla should broaden its software-based revenue streams, which include 
subscriptions for autonomous driving and connected services. This strategy is in line 
with the industry's transition towards software-defined vehicles and recurring 
revenue models. 



Furthermore, it is crucial to develop flexible manufacturing systems that can adapt to 
various vehicle types and market demands. This will improve operational efficiency 
and responsiveness. 

Lastly, Tesla must fortify its energy ecosystem by integrating electric vehicles with 
renewable energy generation and storage solutions. This integration fosters 
synergies and enhances customer value. 

8. Conclusion and Recommendations 

The analysis underscores Tesla’s robust competitive stance, bolstered by its 
technological prowess and strong brand equity. However, it is essential to tackle 
challenges such as vulnerabilities in the supply chain, rising competition, and 
complex regulatory frameworks. 

Key recommendations include: 

- Enhancing supply chain resilience through diversification 

- Expanding revenue models driven by software 

- Investing in adaptable manufacturing capabilities 

- Strengthening strategic alliances 

- Developing a cohesive energy and mobility ecosystem 

By executing these strategies, Tesla can maintain its competitive edge and secure 
long-term growth within the ever-evolving automotive industry. 
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