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[bookmark: _Toc129287599]1.0 Introduction
[bookmark: _Toc129287600]1.1 The Case Study – Tesla
Tesla, the world-famous electric vehicle (EV) manufacturer that prides itself on sustainability and environmental protection, has revolutionised the automotive industry and impacted the sustainable, technological business markets (Shao, et al., 2021). As Tesla continues to expand its global reach, it is critical to understand how and why the business has been so successful. This understanding can be reached by investigating the competitive and development strategies implemented by Tesla.
[bookmark: _Toc129287601]1.2 The Concepts
Strategic management, as described by Richard Lynch (2018), is the “identification of the purpose of the organisation and the plans and actions to achieve that purpose”. This means that, to have a good competitive strategy and to develop further as a business, effective strategic management is needed. In this report, the strategic management of Tesla will be discussed to analyse whether plans and actions are being utilised efficiently and thoroughly to help achieve its purpose.
Strategic analysis is the process of identifying a business’s strengths, weaknesses, opportunities and threats within its specific business environment. Strengths and weaknesses can be identified through internal factors (Pickton & Wright, 1998) such as the resources and capabilities of the business (Stacey, 2011) whilst opportunities and threats are indicated through external factors (Pickton & Wright, 1998) such as competitors, suppliers and stakeholders. External factors can be identified by investigating the micro and macro environments, for this report only the micro environment will be considered. This report will be a strategic analysis of Tesla as it will look at various strategic models and theories that will help identify the different strengths, weaknesses, opportunities and threats.
By examining these key concepts, this report will gain a deeper understanding of Tesla’s competitive and development strategies, which will indicate why it has been successful. These insights will be able to provide an idea as to how Tesla can move forward and continue to be successful which will be demonstrated in recommendations at the end of the report.

[bookmark: _Toc129287602]2.0 Discussion
[bookmark: _Toc129287603]2.1 Tesla’s Strategy
In 2006 Elon Musk outlined a master plan for his strategy for Tesla explaining that he wanted to not only create a high-performance electric sports car but also a range of other models including affordable electric family cars. His overall purpose with Tesla was to move away from non-renewable economies to solar electric ones, so that at least in the automotive industry it became sustainable (Musk, 2006). 10 years later Musk reviewed this strategy, explaining that the first master plan was almost entirely in effect now and he wanted to keep moving forward in the direction towards a sustainable energy economy for the sake of the planet (Musk, 2016). In this new, second master plan, Musk explains that to reach this sustainable energy economy faster he intends to integrate energy generation and storage by combining with company SolarCity, Musk also detailed the plan for expanding electric into other major forms of transport such as semi-trucks and public transport. Furthermore, Musk talks about improving the self-driving aspect of Tesla vehicles and including a function for drivers to make money from their Tesla vehicles when not in use (Musk, 2016). In the third plan revealed at an investor event on the 1st March 2023, Musk explained the next stages of reaching “a sustainable energy civilisation” (Hawkins & Shakir, 2023). His ideas for the future include adding renewable power to the existing grid, producing even more electric vehicles (EVs) including boats and planes, installing heat pumps in buildings and using high-temperature heat delivery and hydrogen in industrial applications (Hawkins & Shakir, 2023). Hawkins and Shakir (2023) explain in the article that Musk’s second plan never really worked, with solar not taking off well due to slow installations and customers upset at huge price markups; slow progress on autonomous vehicles due to the National Highway Traffic Safety Administration (NHTSA) calling the Full Self-Driving (FSD) option on Tesla vehicles a “crash risk”; and Musk failing to implement the ‘robotaxi’ use of the FSD that would earn Tesla owners passive income. These three plans demonstrate how Tesla intend to stay ahead of competitors showing Musk wants to make it the leading company in EVs and sustainable development, which is a huge interest to the entire world as it continues to fight against climate change. Musk also shows how he is willing to step into various markets and this may be what will ultimately make Tesla dominate the world. However, Tesla is not without its problems as demonstrated by the failures to meet goals of the second plan.
[bookmark: _Toc129287604]2.2 Porter’s Five Forces
Porter’s Five Forces is a model that helps managers to establish potential competition and profitability of different market sectors, this is understood by looking at the five driving forces: customers, suppliers, new entrants, substitute products and industry rivals (Porter, 2008). Firstly, it’s important to understand what the market was like before Tesla entered, to show how they were able to penetrate a new market. For a long time, it was seen to be an impossible task to enter the automotive industry because of expensive start-up costs, and many brands like Ford, General Motors (GM) and Toyota were already dominating (Stringham, et al., 2015). Furthermore, these brands had attempted to develop an EV in response to the zero emission mandate in California but were quickly shut down by the US government, who felt it threatened the profitability of gas powered vehicles and was an attempt to regulate the fuel economy (Sony Classics, 2006). Somehow, Tesla was able to overcome these major issues, and this can be explained by Porter’s Five Forces, whilst also showing potential threats or issues with current strategies.
Bargaining Power of Buyers: This is a medium to high risk force due to the fact buyers have a lot of choice of brands for EVs (Hoelzhammer, 2018; McCain, 2019; Yang, 2022). Choice is increasing every day with there being more affordable options available meaning the risk in this force is getting higher all the time (McCain, 2019; Yang, 2022). To reduce this risk, Tesla must consider becoming more affordable to stay in line or ahead of competitors (McCain, 2019), plus they should consider differentiating themselves further so they are not just an EV but also the best choice of vehicle as a whole (Hoelzhammer, 2018).
Bargaining Power of Suppliers: This is a low to medium risk as Tesla has automated a lot of the manufacturing with ‘super factories’ that produce large quantities of vehicles with reduced costs (Yang, 2022) and Tesla has a lot of power over suppliers (McCain, 2019). However, with demand for EV parts increasing there is an growth of bargaining power from the suppliers (Hoelzhammer, 2018), so Tesla must be aware that this could become a high risk.
Threat of New Entrants: This is a low risk as there are many barriers for new entrants to the EV market because of expensive startup costs and resources (Hoelzhammer, 2018; McCain, 2019; Yang, 2022), so Tesla should be aware of threats from current automotive industry leaders who could easily enter the EV market any time (McCain, 2019; Yang, 2022). However, it should not be ignored that new entrants could appear any time just like Tesla did, with there being intense promotion of EVs (Yang, 2022) it is a definite possibility.
Threat of Substitute Products: This is a low risk as there are not many substitutions for EVs aside from the existing gas-powered or hybrid vehicles (McCain, 2019) but threats from already existing companies as mentioned above, remain the largest threat of substitute. However, Musk is happy to have the competition, going as far as having Tesla patents and designs publicly available (Hoelzhammer, 2018). Currently, the public’s first choice is still gas-powered vehicles (Yang, 2022) although this could change in the near future with zero emission policies that could end up as a global policy, forcing the public into choosing EVs. Tesla should just remain concerned about current competition that may attempt to overtake.
Competitive Rivalry within an Industry: This is a medium risk as the competition is growing each year with the increasing push for EVs around the world. China is heading towards an EV future and will likely be a huge force against Tesla (Yang, 2022). GM are attempting to enter the market too, but current sales for its EVs are significantly lower than gas-powered vehicles, plus it is not an invested as Tesla (McCain, 2019). Overall, as policies change and EVs become more popular there will be increased risk of competition, especially if the competition can make its EVs more affordable than Tesla (Hoelzhammer, 2018). Tesla should remain aware of this and consider its future position in the market, whether it wants to be affordable or luxury.
[bookmark: _Toc129287605]2.3 Porter’s Generic Strategies
Porter’s generic strategies are a framework of three main strategic options that a company can use to achieve a sustainable competitive advantage in the market. The three strategies are cost leadership, differentiation and focus. Cost leadership is about aiming to be the lowest price in the market, differentiation means to differentiate the product or service from competitors and focus is about targeting a specific market or niche. Focus can also be broken down into focus differentiation and focus cost leadership (Porter, 1985). By using this framework for Tesla, it can help determine its position in the market, identify potential areas for improvement and help with making recommendations about future strategies. Combining this analysis with what was learnt from the Five Forces analysis as well as later looking at Bowman’s Strategy Clock will provide the best recommendations for strategic decision-making (MindTools, 2022).
Cost Leadership: Tesla currently does not follow a cost leadership strategy as its vehicles are priced higher than others in the market, as shown by the tables below comparing Tesla vehicle prices versus other EVs on the market.
	Tesla Vehicle
	Price (in USD)

	Model 3 3 Rear-Wheel Drive
	42,990

	Model 3 Performance
	53,990

	Model Y Long Range
	54,990

	Model Y Performance
	58,990

	Model S
	89,990

	Model X
	99,990

	Model S/X Plaid
	109,990


(Tesla, 2023)
	EV
	Price (in USD)

	Nissan Leaf
	28,495 - 36,495

	MINI Cooper SE
	30,750

	Chevrolet Bolt EV
	32,495 - 35,695

	Chevrolet Bolt EUV
	34,495 – 38,995

	Mazda CX-30
	34,695 – 37,705

	Hyundai Kona Electric
	35,295


(Gorzelany, 2022)
However, Tesla has been able to focus on economies of scale because of two important components, batteries and solar power generation cells, which allows its cars to be manufactured cheaper. Furthermore, Musk is all about automating and optimising the manufacturing process which will further cheapen the overall process. Finally, Musk seeks vertical integration, which means Tesla will produce most of its own components for the vehicles, this takes away from complex supply chains and helps Tesla become self-sufficient, which further reduces any expensive costs of manufacturing (Dans, 2020). This future for Tesla could make the company cost leadership focused, especially if Musk sticks to his master plan to create affordable EVs for everyone.
Differentiation: Tesla does well to differentiate itself, primarily it is different from competitors in that its truly green, it is super sustainable and positive for the environment (Shipley, 2020) which Musk stated in his master plans he’s looking to achieve (Musk, 2006; Musk, 2016; Hawkins & Shakir, 2023). Tesla also differentiates by reducing cost of ownership through having less parts and its battery technology; having software that can be updated regularly unlike traditional cars; and simplifying the buying process by allowing customers to come to them and easily purchase cars online in a very simple manner (Shipley, 2020). Tesla also differentiates with its range of long range EVs as shown by the table below. Whilst there are a few other EVs that beat the Model X, plus the fact the Mercedes-Benz takes first place, Tesla does well to differentiate by having a long-range model, the Model S.
	EV
	Range (miles)

	Tesla Model X
	348

	Ford Mustang Mach-E
	379

	BMW iX
	380

	Mercedes-Benz EQE
	385

	Tesla Model S Plaid
	396

	Tesla Model S
	405

	Mercedes-Benz EQS
	453


(Tesla, 2023; Scullion, 2023)
Focus: Tesla’s initial focus strategy was based on targeting a specific market segment, which they achieved by targeting early adopters and they started with premium sports EVs for influencers like Leonardo Di Caprio and George Clooney who helped to endorse the vehicle and promote the sustainability aspect of Tesla (Munshi, 2016). Tesla immediately created a niche market for its products and built up a loyal customer base, however now it could be argued that with all the information above, it has moved away from being niche.
Currently Tesla’s strategy is differentiation as it has been able to stay ahead of competitors at every step with its sustainability and innovation. Their initial focus strategy helped to promote the product and build up a customer base to progress further. However, Tesla risks losing sight of its strategies if it attempts to try to be both a cost leader as well as differentiate, plus as competitors continue to innovate the differentiation strategy may not always work.
[bookmark: _Toc129287606]2.4 Bowman’s Strategy Clock
Bowman’s Strategy Clock is a model that develops on Porter’s generic strategies and is based on the principle that competitive advantage can be gained by providing customers with what they want and need. The difference from Porter’s generic strategies is that the ‘Strategy Clock’ seeks to identify different positions where customers have different perceptions of value-for-money (Johnson, et al., 2005). Using this model, it is possible to identify where Tesla falls on it, therefore providing more information to assist in creating recommendations as this model helps managers to identify what is changing in their markets and what choices to make about positioning and competitive advantage (Johnson, et al., 2005).
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Using the diagram above and information learnt throughout this report, it is evident that Tesla is around position three or four, hybrid or differentiation. This is because the analysis of Porter’s generic strategies identified that Tesla’s strategy is differentiation as the company differentiates itself from competitors by being a ‘truly green’ business, reducing cost of ownership, having updatable software, having long-range capabilities and having a simple buying process. Whilst Tesla vehicles are averagely higher in price than other EVs, it is, and has been for a while, Musk’s plan to create affordable EVs and thus it is possible that the price may lower so that Tesla is a fully hybrid business. However, for now the perceived value and benefits is significantly higher compared to competitors as highlighted by the Five Forces analysis. Therefore, Tesla can be considered luxury at this present moment.
Whether Tesla do reduce prices and create affordable cars or if it remains luxury, its current position is okay to be in as they are far from the failure zone of the strategy clock. However, as all previous analysis in this report has concluded, Tesla needs to settle for one strategy and put the effort into that specifically, rather than promising one thing and doing something else entirely. Furthermore, the hybrid strategy is often used as an entry strategy which could prove harmful to Tesla in the future as they need to move to new strategies now that they have entered the market.

[bookmark: _Toc129287607]3.0 Conclusion
In conclusion this report has identified that Tesla’s current competitive strategy and advantage is being sustainable, which has helped to differentiate it from competitors. However, Tesla has had issues in terms of implementing plans and perhaps there is an overestimation made by Musk as to what Tesla can achieve each year. Musk is overconfident in setting out huge plans that no one has tried before but then fails to implement some, for example, the ‘robotaxi’ and FSD. However, if Tesla can successfully achieve all its plans in due course, it is certainly possible the business could lead the world in innovation and technology, especially with implementation of plans like public transport overhauls, solar energy and heat pumps in homes. It is possible that Tesla could soon take over the world in a sense.
From this report is has shown that Tesla succeeded in its entry strategy of being niche but has since moved away and continues to succeed with its differentiation strategy. The one major thing Tesla must be aware of its competition from existing car manufacturers, who are attempting to enter the EV market and could easily throw Tesla from its leading position if Tesla does not align itself in the market properly. Right now, Tesla floats between affordable and luxury, both things that Musk wants, however as Tesla struggles with implementation sometimes, it would be better for the business to align with one and not both. At a later point it may be possible for Tesla to realign itself with both, having a cost-sensitive range and a luxury range. 
Since Tesla is succeeding with its economies of scale and vertical integration it has a bright future to achieve all the goals it has, and with the investments of Musk there isn’t a lot that Tesla can’t achieve. However, with competition looming, Tesla should prioritise alignment with its strongest selling point, which is sustainability, this means Tesla should continue to use a differentiation strategy and move away from cost leadership. Once Tesla have reduced the risk of competition, it should consider creating more low-price ranges, but the business should understand that they cannot be a cost leader at the same time.
One final point is that the overconfidence of Musk could be detrimental to the business if he continues to be quite egotistical about his business plans, so perhaps, privatising the patents and designs may be more beneficial in the fight against competition.

[bookmark: _Toc129287608]4.0 Recommendations
From this report, the following recommendations for continued and future success have been identified:
· Continue to focus on sustainability and keep that the core value of the business
· Be aware of competition from current car manufacturers such as GM, Ford and Toyota
· Be aware of competition from Chinese EV manufacturers
· Fix the strategic position of Tesla by staying with a differentiation strategy rather than cost leadership
· Either make fewer major promises or commit to the implementation of plans that have gone public
· Speed up implementation of public plans
· Continue to vertically integrate as this will be a driving force of success in the face of competition
· Reduce the overconfidence and ego of management as this will be detrimental to the business in the future
· Privatise patents and designs to protect from competition
· In the future consider realigning with a hybrid strategy that will focus on low prices, for example, releasing more ranges of affordable vehicles.
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