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EXECUTIVE SUMMARY
The aim of this report is to address central issues of the company (Tesla) and how it has strategically managed to deal those challenges. Moreover, the industrial analysis will be done through the application of various theoretical models which include pestle analysis, Porter’s five forces model, and SWOT analysis of the company. This has facilitated the author is recommending future strategies to the company and analysing its current situation. 
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[bookmark: _Toc99638741]Company’s Background:
Tesla. Inc was formally founded back in 2003 and it remained same till 2017. It was originally formed to manufacture solar panels, electric automobiles for the home power storage and cars. The name of the company is based on Serbian American inventor, Nikola Tesla, and it was founded by American entrepreneurs Marc Tarpenning and Martin Eberhard. The company was aimed to develop an electric sports car when the Chief Executive officer of the company was Eberhard and Tarpenning was serving the company as Chief Financial Officer. The company had acquired funds from an array of sources, most notably PayPal, whose cofounder was Elon Musk. He has contributed over 30 million dollars to this new venture, and he had served Tesla as the chairman in the beginning. The first car of the company was released back in 2008, and it was completely an electric Roadster. 
Tesla is known for its unmatched inventions and zero carbon emissions vehicles. The company is now dealing in the designing, manufacturing, developing, selling, and leasing of high-quality electric vehicles and storage systems for the homes and companies. The current distribution model of the company is direct to consumer, and it sells its products directly from its official webstore and retail stores. The company has established its galleries in various geographical regions in order to educate people about their exceptional products and services, and they receive constructive feedback from their customers in order to improvise their offerings and strengthen their brand image. To attain the maximum market share and to broaden its customer base, the company is continuously developing its customer-facing infrastructure by increasing their global networks such as body shops, mobile service technicians, supercharger station, and destination charges to escalate the awareness of their brand and increase the sales volume of their products. The company has smartly incorporated media coverage for its brand and products, and most notably, word of mouth is currently the strongest driver that is brining the company to the next level. This is also facilitating the company in building its brand image in such low cost. The company is aimed to provide super-fast and sustainable vehicles to the people in low price and for that, Tesla in continuously improvising its procedures to cut down the cost level. 
At the beginning of its commencement, the company had first targeted a very high-end and focused segments which was electric vehicles. The company has launched its first model for around two thousand dollars. The company had a clear and vivid strategy according to which, the company kept its focus on electric vehicle and became a major player of the industry. The strategy of paying a keen attention to its current strategy has helped the company in gaining exceptional vertical growth than most of its competitors. 
The two major segments in which the company is currently dealing include electric vehicle and energy storage and generation. Some of their topmost products and services include Model X, Model Y, Model 3, Model S, solar energy offerings, commercial electric vehicles, and Future consumers. All of the parts and models of the vehicles are manufactured in the Gigafactory which is located in Shanghai, China. Talking about the energy storage and generation products, these all are assembled in Nevada, however, the production and manufacturing of the solar roofs is completed at the Gigafactory in New York. The other business of Elon Musk has also some synergies with Tesla and their collective efforts lead them to grater output. 
One of the largest global vehicle company, Tesla is intending to move from electric vehicles to battery production for businesses and homes. The company is aimed to roll out lower cost electric vehicles in order to gain maximum market share. The gearing of the company’s functional strategies is facilitating it in meeting the investment needs and raising external finances.
[bookmark: _Toc99638742]Strategy:
“Strategy is historically linked to pre-empting different scenarios and action plans to be triggered on encountering them. However, there has never been a single and definite definition of strategy. The term has had several meanings, different in scale and complexity, which can mean policies, objectives, tactics, goals, programs, among others, in an attempt to express the concepts necessary for its definition. However, the concept of strategy has been used indiscriminately in the field of management, meaning anything from a precisely formulated course of action, a positioning in a particular environment, through to the entire personality, the soul and existential rationale behind a company’s existence. It is a concept often put forward in the academic and business worlds, filled with a great diversity and width, which in some respects is complementary while divergent in others. According to Fahey, there are few words subject to as many abuses in its utilisation in enterprises, as poorly defined in management literature and exposed to such different factors as strategy and hence it is a term that causes widespread discussions, especially among theorists. Mintzberg et al. argue that strategy is the enemy of the deterministic and mechanistic approaches, because they minimize freedom and choice. Strategy is not only one way of dealing with an adversary in a competitive environment or market, as treated by much of the literature and its popular use, as it cannot only summarize the ideas, proposals, guidelines, indicative of paths and solutions. Strategy instead has a breadth and scope that encircles the concept of operational efficiency and cannot be confused with its tactics. In other words, strategy is not something static, finished, which renders the concept complex and difficult to grasp. This fact has an explanation. Strategy in organizations, as a field of study, is much newer than its current practice, and its knowledge remains under construction. Considering the definitions, along with the hundreds more available, it would appear that the definition of what strategy means is neither closed nor simple to establish a consensus on. We cannot say any particular definition is correct. Each existing definition is correct but contains limitations in its set of assumptions and related dimensions (Emerson Wagner Mainardes, 2021).”
[bookmark: _Toc99638743]Strategic Management:
According to McKiernan, there are four major approaches to strategies which include perspective approach, which is also known as planned approach; the competitive positioning approach; the emergent approach; and competence, resource, and capability approach. However, Ahlistrand, Mintzberg and Lampel have gotten deep insights into the management approaches, and identified ten schools of strategy. 
“According to Porth, strategic management emerged as part of strategic planning, which is now regarded as one of its main instruments. It was incorporated into strategic management, which united planning and management in the same process. On the other hand, Stead and Stead stated that strategic management is derived from the concept of enterprise policy. This concept explains the organization as a system in which economic resources are applied effectively with the company’s functional activities coordinated around generating profit. Once founded, strategic management expanded swiftly and produced both theoretical and practical models. A broad range of models emerged out of market analysis in the 1960s, including the BCG Matrix, SWOT Model, the Experience Curve, and Portfolio Analysis, as well as important concepts such as the economic analysis of structure, behaviour and performance, distinctive competences, skills, and the so-called strategic planning systems. Currently, strategic management is one of the most prominent and relevant areas in the management field. It constitutes a set of management actions that enable company managers to keep it aligned with its environment and on the correct path of development, thereby bringing about the achievement of its objectives and its mission. Despite its importance, Boyd et al. demonstrate that strategic management has many attributes of a still immature field of study, with little consensus and low levels of productivity. This result furthermore explains the reason there are several definitions for the same concept. According to Ansoff and McDonnell, strategic management constitutes a systematic approach to the management of changes, comprising positioning the organization through strategy and planning, real time strategic response through the management of problems, and the systematic management of resistance during strategy implementation. On the other hand, Port believes that strategic management is definable as a cross process of formulation, implementation and evaluation of the decisions that enable organizations to define and achieve their mission and ultimately to create value (Emerson Wagner Mainardes, 2021).”
[bookmark: _Toc99638744]Mission and Vision Statement of a Company:
“A mission statement is a precise definition of what an organization does on a daily basis and what it intends to accomplish in the future, through the collective efforts of members of the organization. It clearly states the organization’s long-run vision of what it is trying to become, why the organization exists, and the unique aim which distinguishes it from other similar organizations. The mission statement signifies initial clarity of goals and objectives and gives a sense of purpose and direction in the organization. It serves as an umbilical cord, linking what the organization does in the marketplace with what it does internally. A mission statement is therefore a brief description of a company’s fundamental purpose of existence.”
“A vision statement describes what a company desires to achieve in the long-run, generally in a time frame of five to ten years, or sometimes even longer. It depicts a vision of what the company will look like in the future and sets a defined direction for the planning and execution of corporate-level strategies. While companies should not be too ambitious in defining their long-term goals, it is critical to set a bigger and further target in a vision statement that communicates a company’s aspirations and motivates the audience. Some of the main elements of an effective vision statement: forward-looking, Motivating and inspirational, reflective of a company’s culture and core values, aimed at bringing benefits and improvements to the organization in the future, and defines a company’s reason for existence and where it is heading (CFI, 2021).”
[bookmark: _Toc99638745]Mission and Vision Statement of Tesla:
“Tesla’s vision is to “create the most compelling car company of the 21st century by driving the world’s transition to electric vehicles,” while its mission is “to accelerate the advent of sustainable transport by bringing compelling mass-market electric cars to market as soon as possible.” Tesla used a transitional business model as its ecosystem grows (MBASkool, 2021).”
[bookmark: _Toc99638746]Industry Analysis:
“Industry analysis is a market assessment tool used by businesses and analysts to understand the competitive dynamics of an industry. It helps them get a sense of what is happening in an industry, e.g., demand-supply statistics, degree of competition within the industry, state of competition of the industry with other emerging industries, future prospects of the industry taking into account technological changes, credit system within the industry, and the influence of external factors on the industry. Industry analysis, for an entrepreneur or a company, is a method that helps to understand a company’s position relative to other participants in the industry. It helps them to identify both the opportunities and threats coming their way and gives them a strong idea of the present and future scenario of the industry. The key to surviving in this ever-changing business environment is to understand the differences between yourself and your competitors in the industry and use it to your full advantage (CFI, 2021).”
[bookmark: _Toc99638747]PESTEL Analysis
[bookmark: _Toc99638748]Political:
“Upon Tesla’s introduction to the automotive industry, factors were ideal, and the company was positioned for success and growth. The U.S. Government’s interest and initiatives toward environmental stability, reduced emission levels, and advanced vehicle technology allowed Tesla Motors to receive federally backed grants, loans, and tax breaks to help finance heavy investments into research and development, as well as production. Further, the U.S. Government promotes adoptions of the electric car industry by also investing directly in advancements. For example, the Department of Energy (DOE) plans to invest $4.5 billion to install 48 new electric car charging stations across 35 states every 50 miles spanning 25,000 miles started in 2017. This investment directly addresses a threat to Tesla and the industry without requiring any of Tesla’s resources (Debye, 2014).”

[bookmark: _Toc99638749]Economic: 
“After a lacklustre outturn in 2016, economic activity is projected to pick up pace in 2017 and 2018, however, there is a wide dispersion of possible outcomes around the projections, given uncertainty surrounding the policy stance of the incoming U.S. administration and its global ramifications. The current state of U.S. politics and the looming threat of war leaves room for uncertainty regarding the state of the economy as well as oil and material prices for all automotive manufacturers. (Young, 2021)
As for the automotive industry itself, worldwide sales reached a record 88 million autos in 2016, up 4.8 percent from a year earlier, and profit margins for suppliers and auto makers are at a 10-year high. However, the auto industry is struggling with total shareholder return and return on capital. As Tesla has recognized, and will continue to recognize, it will be difficult to earn returns on the capital vested into research and development (Roby, 2011).” 
[bookmark: _Toc99638750]Social:
“As mentioned above, consumer demands for more environmentally friendly alternatives to traditional gasoline powered cars drives the electric car market. The original customer segment for Tesla Motors were wealthy men with a median income of $271,000 between the ages of 35-50 in California and Washington that were attracted to expensive luxury sports cars, wanted to own the latest and greatest sports car on the market, and wanted to follow the trend toward more environmentally friendly vehicles. However, as Tesla expands its product offering beyond luxury sports cars to include SUV’s and more economical car models, Tesla is expanding its market to women and less affluent who are just as concerned with driving an environmentally friendly vehicle (goodcarbadcar, 2020).”
[bookmark: _Toc99638751]Technological:
“Tesla is the leading innovator of technology in electric cars and is transforming the automotive industry. However, the existing battery technology has some drawbacks. The Tesla Model S can only travel around 230-300 miles on a single charge. This requires a solid infrastructure of charging stations which is still being developed. This need for charging stations creates range anxiety because though charging stations do exist along many major highways, however, owners may have difficulty finding charging stations in more remote areas (mbaskool, 2021).”
[bookmark: _Toc99638752]Environmental:
“The market for electric cars was created in response to a growing awareness of environmental issues and impacts such as global warming and climate change. These impacts are noted by both governments and consumers which have encouraged the expansion of electric car technology through government policies and changing consumer demands. Tesla’s electric cars have zero carbon emissions and do not contribute to the carbon footprint, unlike other electric, hybrids, or gasoline cars (Ansoff Matrix, 2021).”
[bookmark: _Toc99638753]Legal:
“Tesla has faced difficulty with state laws and regulations regarding the Tesla’s decision to vertically integrate sales and service instead of selling through authorized dealers. “Legislation either forbidding or severely restricting the ability of automakers to sell vehicles directly to the public has been passed in 48 states. This results in strategic challenges for Tesla in regard to their showrooms that offer both sales and service (Roby, 2011).”
[bookmark: _Toc99638754]Porter’s Five Forces
[bookmark: _Toc99638755]Industry Rivalry:
“The U.S. automobile industry is a mature multi-billion-dollar oligopoly. General Motors, the highest selling car manufacturer in 2016, realized $166.4 billion in revenue. The large competitors and brands control market share and the industry is highly competitive. In a fight for flat market share, competitors design new car models and redesign existing car models and offer attractive incentives to influence potential customers (Riley, 2021).”
[bookmark: _Toc99638756]Bargaining Power of Suppliers:
“The bargaining power of Tesla’s suppliers is moderate because Tesla’s production is currently limited compared to other competitors in the industry and the Tesla is dependent upon its suppliers. Tesla is particularly dependent on its battery supplier, Panasonic, with whom Tesla has a supply agreement through the end of 2017. There are other potential suppliers in the industry and Tesla is expecting to significantly increase production which would increase Tesla’s bargaining power; however, Tesla is leveraging their agreement with Panasonic to create a Gigafactory that will produce more lithium-ion batteries annually than were produced worldwide in 2013 (Riley, 2021).”
[bookmark: _Toc99638757]Bargaining Power of Buyers: 
“The power of buyers in the automotive industry is high because there are many different manufacturers, makes, and models to choose from, and many dealers will negotiate sale prices. However, the bargaining power of Tesla customers is moderate because there all electric and hybrid alternatives offered by other competitors, however, the company does not negotiate sale prices (Riley, 2021).”
[bookmark: _Toc99638758]Threat of New Entrants: 
“The threat of new entrants into the market are low because of the high barriers to entry and the large size of competitors in the industry. High barriers to entry include the high cost of research and development to design a car, the high cost of production (materials, labor), high economies of scale, and the high cost of brand development and marketing. New entrants would require significant upfront financing in order to produce a vehicle and compete in the industry. New entrants would be competing against established name brands that benefit from economies of scale and offer differentiated product lines (Riley, 2021).”
[bookmark: _Toc99638759]Threat of Substitutes:
“The threat of substitutes to Tesla in the automotive industry are moderate because of alternatives offered by competitors, as well as public transportation. The cost to switch from one vehicle manufacturer to another, or to choose public transportation as an alternative is low. Also, competitors offer other electric/hybrid models with varying price ranges that also perform well (Riley, 2021).”


[bookmark: _Toc99638760]SWOT Analysis of Tesla:
[bookmark: _Toc99638761]Strengths:
“Tesla has multiple strengths which are major contributing factors in the company’s success. Offering a more environmentally friendly and technological advanced alternative to the traditional combustion engine has allowed the company increase investor buy-in, receive federally backed funding, improve sales incentives through federal and state tax credits for buyers, and partner with Wells Fargo Bank and U.S. Bank to offer special buyer financing. Since 2004, Tesla has had significant investor buy-in and funding, receiving $145 million in investment capital raised in first five financing rounds. In additional, Tesla received about $465 million in low-interest loans from the U.S. Department of Energy as investment financing (Stobbe & J, 2019).”
“Tesla’s product quality and brand image are also a major strength. Tesla cars offer superior speed, style, safety, and overall performance, as well as more storage space than traditional cars. All of which have allowed Tesla to meet and exceed customer expectations of internal combustion engine cars. Environmental friendliness and product quality have allowed Tesla to be successful in international markets. Also, Tesla’s product quality and brand integrity have resulted in pre-ordering of the company’s newest Model 3 car.”
“Tesla’s internally developed and managed designs, and core competencies are also a strength. Tesla has managed to develop core competencies in vehicle design and engineering, power train, gear boxes, computer aided design, and crash test simulation, and has even been able to use these core competencies to sell products to competitors. Tesla also vertically integrated the production of vehicles upon the purchase of the Fremont automobile plant. Tesla integrates and oversees the portions of the production process that have a great impact on the quality of their product and the integrity of the brand, including forward integration of retail sales and services, while outsourcing of minor components that are not the core competency of the company (CTB, 2021).”
[bookmark: _Toc99638762]Weaknesses:
“Tesla’s major weakness is price – both of car and of repair. Though the company is in the process of offering a differentiated product line, the cost of the vehicles currently on the market are still very high compared to other alternatives. Cost of repair can also be very expensive for both for body work on the aluminium body and general maintenance such as brakes that can cost around $8,500. Access to sales and service can also be a challenge for owners. Tesla has only 36 total service centres across the U.S. which can make it very difficult for customers to receive service in states without a service centre or with only one service centre in a state (Zhang & Wang, 2019).”
“Tesla’s low production rates are currently a weakness. The company is not able to develop economies of scale and is struggling to implement manufacturing efficiencies due to low sales volumes. Improved economies are scale are very important based on the size of the competitors, the resources available to these competitors and the competitiveness of the industry. Tesla will also have to continue heavy investments into research and development to continue innovation and technology advances to keep its place in the market.”
“Another weakness is the car’s battery. The battery’s ability to only run about 300 miles on a full charge and the 75-minute recharge time is restricting to owners. Also, owners are facing the difficulties with decreased battery capacity after extended use or use in adverse weather, as well as high costs to replace the battery pack.”
“Tesla’s Supercharger network is also a weakness. Though there are 828 Supercharger stations with 5,339 Superchargers in the US, the infrastructure of the Supercharger stations still needs large investments to improve and expand. There are still several states within the US where Supercharger stations are non-existent or scarce, such as Arkansas, Maine, North Dakota, and New Mexico (Zenlea, 2017).”
“Tesla’s current marketing strategy is based on word-of-mouth referrals, as well as free media coverage of the company, products and awards. Tesla is still in the early stages of the product life cycle, so outside marketing and referrals have been beneficial. However, going forward, Tesla will need to create a competitive marketing strategy to continue to set themselves apart from traditional combustion engine car manufacturers in the market.”
[bookmark: _Toc99638763]Opportunities:
“Tesla’s advanced technology and expansive investments in continued research and development offer major opportunities. Advances in battery pack technology including faster charger and increased traveling distance on one charge will help further develop the adoption rates and market share of electric cars. If Tesla could offer an economical, high performing model, like the Model 3, with a battery pack that was able to charge in the same amount of time as fuelling up at a gas station and drive more miles on one charge, it would reduce barriers to adoption (Roby, 2011).”
“Tesla also has some major opportunities with increased demand and production allowing for economies of scale, as well as manufacturing and supply chain efficiencies associated with increased experience. These improvements and efficiencies will help to reduce costs of production and materials. Tesla could then reduce the sell price of the cars in order to increase demand and sales. Another option would be to reinvest the revenue increase back into research and development. This opportunity is supported by Tesla’s manufacturing plant in Fremont, California also being able to facilitate increased growth and production (Lenz, 2010).”
“Tesla’s brand recognition is also an opportunity within the market. Tesla has become a well-known brand and was America’s fifth best-perceived car brand in 2014. The Tesla brand has helped define a positive perception of electric cars and prove that owning an electric car is better for the environment and does not reduce performance. The Tesla brand is recognized for advancements in technology and top of the line performance.”
“Tesla’s opportunities with continued technology advances, economies of scale, improved production efficiencies, and brand recognition contribute to the opportunity for continued international and product expansion. The company has many opportunities internationally as more governments are supporting electric vehicles initiatives, such as Canada, China, France, Germany, India, Italy, Japan, Korea, the Netherlands, Norway, South Africa, Sweden, and the United Kingdom. Tesla also has opportunities in expanding its product line to include new models, such as pickup and commercial trucks (Musk, 2021).”
[bookmark: _Toc99638764]Threats:
“Tesla’s electric cars are a potential disruption to the automotive industry, and the company’s successful entrance into the electric car market has spurred the competition to follow suite in order maintain market share as the automotive industry transforms. Volkswagen, in particular, stated in 2013 that it intended to become the world’s largest seller of electric vehicles by 2018 competing directly with Tesla’s market share. Volkswagen and other existing car manufacturers have large assets at their disposal to invest into research and development, and many of these manufacturers are already producing electric vehicles that compete with Tesla. Tesla faces threats of competition with competitor’s more economical models that are already in production, as well as consumers purchasing used cars from other manufacturers rather than purchasing a new Tesla model.”
“Minimal or no advancements in technology are a major threat to Tesla. Tesla is able to add value to its products and brand through innovation. Slowed or no innovation also allows time for the competition to catch up or surpass Tesla’s technology. The current battery technology’s low mile per charge, decreasing battery life, and expensive replacement leave room for improvement. Also, consumer expectations are for Tesla to continue to be an industry leading technology innovator and to always have top of the line technology. Not meeting these expectations would allow room for competitors, as well as be detrimental to the Tesla brand (NASDAQ, 2022).”
“Tesla is also at risk for not having long term agreements with suppliers. Tesla could be missing supply chain efficiencies and lower cost options by not creating agreements while the company establishes itself in the market. Because of this, material prices can be more volatile, and Tesla could be at risk for unanticipated increases in material costs directly affecting the bottom line.”
[bookmark: _Toc99638765]Conclusion:
For every organization, it is highly integral to have well developed strategies that can help the organizations to escalate its performance in the market. Due to the external and internal environments of the companies, they have to deal with a number of challenges, thus, they should constantly redesign their strategies to have a strong hold on the market. Talking about Tesla, the company has also faced a range of challenges from both of its external and internal environment. This was aimed to explore the strategic approaches used by Tesla in order to deal with the issues it has faced. In that, various academic and models have been applied to how they were incorporated in the strategic management of the company.
[bookmark: _Toc99638766]Recommendations:
“With the sales of EVs growing and continuing to grow rapidly, as a supplier for this market, Tesla should try to become the top or one of the major producers for the EV. Also, many of the central states in the United States have little to no charging stations and a lower awareness of EVs. The company should really try focusing on spending some of their funding on more Supercharger stations in these areas as well as more in the areas of their top sales. Also, inputting some more advertising will increase the awareness of their vehicle and their unique offers they have compared to other companies in the market.”
“As well as expanding their line of products to be more applicable to a wide range of consumers, especially low-income consumers. With the position Tesla currently has in their market, they are easily capable of overtaking the market and implementing their overall desire of innovation and a safer and cleaner world with the transition to EVs. Whenever one of their competitors came out with an incentive or a complement to their hybrid or EV, Tesla saw that moved and planned of action. Every plan of action created was well thought out, funded, and necessary for the company to make that made their products better than before and better than their competitors. With the many choices and possibilities and incentives provided by Tesla, they should not have that hard of a time of gaining more customers, especially once they make the Model 3 priced even lower. The price elasticity of fully electric vehicles is more elastic than compared to Hybrid and Internal Combustion Engines. EVs are extremely elastic because they are not as common as many may think, hybrids are the most common vehicle that many thinks of when they hear Electric Vehicles. Also, Tesla’s factory is completely dedicated to EVs and offering a luxury EV at the right price. With the demand for Tesla’s products is elastic, but the supply is relatively inelastic. Tesla has sufficient capital and projections of demand to work through the losses they endure and continue supplying their vehicles to consumers.”
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