
Module Number: LCMB7034 
Module Name: International Business Concepts


Report
On
The Chinese Automotive Industry and Tesla's Strategic Operations in China


Word Count: 5513
Student ID: 2437199
Student Name: AMINUR ISLAM





Table of Contents
Section 1 – International Industry Analysis	2
1. Introduction	2
2. Industry and Country Overview	3
2a. Introducing the Automotive Industry within China	3
2b. Size, Scope, and Economic Importance	3
2c. Major Firms: Competitive Positioning and Strategic Comparison	4
3. Porter's Diamond Model: China's Global Automotive Competitiveness	6
4. Tesla in China: A PESTLE Analysis	9
5. Conclusion	15
Section 2 – Reflective Account Using Kolb's Reflective Cycle	16
Introduction	16
Stage 1: Concrete Experience	16
Stage 2: Reflective Observation	17
Stage 3: Abstract Conceptualisation	17
Stage 4: Active Experimentation	18
References	19







[bookmark: _Toc224675511]Section 1 – International Industry Analysis
[bookmark: _Toc224675512]1. Introduction
China has become the unchallenged epicentre of the global automotive industry not just as the largest vehicle market in the world in sixteen consecutive years, but as the most disruptive innovator in the sector. This aggressive move to New Energy Vehicles (NEVs) that includes battery electric vehicles (BEVs), plug-in hybrids (PHEVs), and fuel cell vehicles has transformed the world of competition fundamentally as Chinese domestic brands assert more than 65% of their domestic market in 2024. This has given both unprecedented opportunities and critical strategic threats to foreign multinationals which are operating within the Chinese boundary. This report evaluates the automotive industry of China in terms of its size, scope, and economic relevance and then uses the Diamond Model by Michael Porter to question the structural base of the global competitiveness of China. Then it critically analyzes the activities of Tesla, Inc., the most strategically notable overseas EV manufacturer in China, through an application of the PESTLE framework, to evaluate the political, economic, social, technological, legal, and environmental conditions, which shape its operational perspectives in such a multifaceted and impactful market of the globe.







[bookmark: _Toc224675513]2. Industry and Country Overview
[bookmark: _Toc224675514]2a. Introducing the Automotive Industry within China
The automotive sector of China is a sector with an unrivalled strategic value in the economy of the nation. What once started as a highly guarded, venture-dependent industry in the 80s, has turned into the most productive industry in the world, and in the field of electric cars, the most innovative. Since 2009, China has been the largest automotive market in the world, and its producers, who used to be dismissed as a low-quality assembly of foreign designs, have in the course of a decade turned into a technology firm, at least globally, competing with the leading Western and Japanese competitors on all levels, on battery chemistry to self-driving software design (Creemers, 2022).
The NEV revolution is the present-day defining narrative of the automotive industry of China. The nation gave a clear national goal of reaching NEV penetration of over 50 per cent of new passenger vehicles sales - a target that was met in July 2024, over 10 years earlier than the government had initially forecasted (Greeven and Liu, 2024). Such a technological breakthrough was made possible by long-term government policy encouragement, huge investments by the industry, the development of the supply chain fast, and a domestic market that was highly competitive and pushed the costs to the minimal and expedited innovation rates beyond what the entire world had ever seen.
[bookmark: _Toc224675515]2b. Size, Scope, and Economic Importance
The size of the automotive industry in China is staggering. China produced 31.28 million units of automobiles and sold 31.44 million units in 2024, a year-on-year growth of 3.7 and 4.5 percent respectively and remains the largest auto market in the world in the 16 th consecutive year. It was especially impressive in NEV production and sales, which stood at 12.89 million and 12.87 million units respectively in 2024 with an increase of 34.4% and 35.5% respectively compared to the previous year (Moradi, 2024). More than half of the total sales of passenger vehicles in the domestic Chinese market currently are attributed to NEVs. There has also been a transformational surge in automotive exports of China. The total vehicle exports have been 5.86 million units in 2024 and this is an increase of 19.3% over the previous year, establishing China as the largest automobile exporter in the world, outperforming Japan and Germany (Chen et al., 2024). This export boom has been catalysed by high demand of the China vehicles in Russia, Mexico, UAE, Brazil, Australia, and Belgium. It is estimated that the Chinese automobile market will have exceeded USD 674 billion in 2026 and USD 748 billion in 2031 with a CAGR of 2.11 which shows that the sector has a long-term growth potential.
The automotive industry is one of the pillar industries of the Chinese national economy, which contributes around 10 percent to the industrial added value and directly employs more than 30 million individuals in the manufacturing, supply chains, dealerships, and aftersales services (Zhang, 2024). It is deeply embedded in the Chinese industrial policy, through its Made in China 2025 plan and the 14th Five-Year Plan, meaning that government dedication to global competitiveness in the sector becomes a national priority.
[bookmark: _Toc224675516]2c. Major Firms: Competitive Positioning and Strategic Comparison
The automotive sector of China is a multifaceted ecosystem of the strong domestic OEMs, old joint venture manufacturers, and assertive foreign multinational corporations. The competitive environment is experiencing a restructuring at a high rate with the Chinese brands replacing foreign incumbents.
	Company
	Origin
	Market Segment
	2025 China NEV Market Share
	Key Strategy
	Differentiator

	BYD
	China
	Mass to Premium (EV & PHEV)
	27.2% NEV; 14.7% overall ​
	Vertical integration; blade battery; PHEV & BEV
	World's #1 EV seller 2025; proprietary battery tech

	Geely / Zeekr
	China
	Mass to Premium EV
	11.0% overall ​
	Multi-brand strategy; Volvo synergies
	Platform diversification; global ambition

	NIO
	China
	Premium BEV
	~3.5% NEV (Dec 2025) ​
	Battery-as-a-Service; premium lifestyle
	Swap station network; user community

	Xiaomi EV
	China
	Premium Tech-EV
	3.2% NEV (200.9% YoY growth) ​
	Consumer tech ecosystem integration
	Rapid tech-consumer crossover growth

	Tesla, Inc.
	USA
	Premium BEV
	4.9% NEV (5th position) ​
	Software-defined vehicles; direct sales; Giga Shanghai
	Supercharger network; FSD; global brand

	Volkswagen / BMW / GM
	Germany / USA
	Premium & Mass
	Declining ​
	JV restructuring; accelerating local EV development
	Brand heritage; established distribution



Several important competitive forces are apparent. BYD is almost unchallenged in the market of NEVs in China due to its full vertical integration model ownership of battery cells (Blade Battery), powertrains, chips, and vehicle assembly at the same time. The 2.26 million units of BEVs sold by BYD in 2025 became the first time when the company overtook Tesla, which sold 1.64 million units to become the most sold EV in the world (S, 2025). It has a market share of 27.2 percent in the NEV market in China compared to other competitors. Xiaomi EV is potentially the most disruptive new player with an incredible year-on-year growth of 200.9 percent and a final figure of 411,837 of the total units sold in 2025 (Sun, 2025). Its capacity to build on an already existing ecosystem of 500 million plus Xiaomi consumer electronics users when it comes to digital integration into the in-car sector characterizes a totally new competitive model in the car sector.
Tesla holds the fifth place in the Chinese NEV market with a market share and retail sales of 4.9 percent and 625,698 respectively in the year 2025- a decline of 4.8 percent compared to the previous year (Sun, 2025). Its Giga Shanghai continues to be its most fruitful international manufacturing plant, with its four-millionth vehicle manufactured there in December 2025 and almost half of Tesla worldwide shipments made over a six-year span, its market segment has been methodically diminished by the local Chinese rivalry and political forces (Tian, Wang and Zhu, 2024). Reuters has reported that the Chinese EV producers have reduced their times to develop vehicles by over fifty percent, with established foreign brands such as Tesla lagging behind the pace of product development in China.





[bookmark: _Toc224675517]3. Porter's Diamond Model: China's Global Automotive Competitiveness
The Diamond Model of National Advantage (1990) by Porter gives an analytical approach to why some of the countries rise to dominate industries in the world. The Chinese automotive industry provides a good, tumultuous example of all of the four determinants, and it is complemented by an exceptionally dynamic government action.
Factor Conditions
The factor conditions in China in the automotive production can be described by the unmatched scale, cost, and speed of capabilities development. Its manufacturing workforce of more than 30 million automotive workers provides the world with the largest scale and lowest cost manufacturing, supported by one of the largest vocational education and engineering training systems in the world (Fan, Wen and Qin, 2024). China is graduating over 3.5 million engineers annually and offers a huge source of talent in automotive R&D, software development and production engineering.
Most importantly, China has acquired leadership in the key factor condition in the EV era, which is the battery supply chain, that can be considered the most strategically crucial factor. China has a grip of about 70% of the global lithium-ion battery cells, 60% of lithium refining and most of the cathodes as well as anodes material processing in the world (Moradi, 2024). CATL, the largest battery producer in the world, and the in-house battery department of BYD are both Chinese companies, which means that Chinese OEMs have structural cost advantages compared to foreign competitors who rely on foreign components. This monopoly in the high-end battery material leads to an institutionally competitive advantage that becomes very hard to imitate by non-Chinese manufacturers in the short-run. These advantages are further enhanced by the physical infrastructure of China. The nation has invested more than RMB 100 billion in EV charging facilities, which established a national fast-charging network with more than 10 million and the largest public charging points in the world (Han, Liu and Jiang, 2023). It has deep-water ports, high-speed rail freight transport networks and exclusive automotive logistics networks, which offer efficiency to its operation globally both in the context of domestic distribution and the export logistics.
Demand Conditions
China's domestic demand conditions for automotive products, especially EVs is one of the most favourable globally, and it is defined by a distinctive set of scale, sophistication, and policy-related acceleration. China presents an unparalleled size of consumer base with more than 31 million vehicles sold in a year and a growing population of middle income earners (Setser, 2024). More importantly strategically, Chinese consumers have turned out to be one of the most technologically frenzied and brand ambiguous car buyers in the world and are easily willing to switch to the well-established western brands to Chinese brands as long as the latter have better technology, connectivity, and value.
The natural demand conditions have been magnified many times over by the continuous policies of the government to stimulate demand. The old-for-new vehicle trade-in programme of 2024 saw more than 10 million applications of subsidies, and purchase tax rebates on NEVs, though this is to be reduced by 2027 also, have continued to spur the transition (Patchell et al., 2024). This NEV-based demand escalation made the global market to be the largest single market, which gave the Chinese OEMs economies of scale in production, amortisation of cost of research and development, and rapid iteration to new products, something foreign rivals could not match.
Related and Supporting Industries
The automotive competitiveness of China is entrenched in what can arguably be described as the largest industrial ecosystem in the world. Electronics and semiconductor industries of the country are supported by companies like SMIC, Huawei HiSilicon, and CATL and they offer more advanced components to automotive software, autonomous driving systems, and battery management (Tian, Wang and Zhu, 2024). The Chinese state-controlled rare earth processing industry supplies important materials to permanent magnets in EV motors, which is a supply chain that China has indicated that it would be willing to weaponise in trade conflicts.
The steel, aluminium, and high technology materials industries of China are among the largest in the world and provide body structures at a competitive price. The fast growing semiconductor fabrication capacity of the country, and the best yet still trailing Taiwan and South Korea, is developing rapidly as state directed investment under Made in China 2025, and its successors (Sun, 2025). Chinese fintech, mapping, and AI industries, including Baidu Apollo (autonomous driving), Alibaba, and Tencent, are becoming more intertwined with car software systems, forming a special cross-sectoral synergy that increases the technological power of Chinese EV products.
Firm Strategy, Structure, and Rivalry
In the Chinese automotive industry, domestic competition is arguably the most highly competitive in the globe considering that the automotive market has a total of more than 169 operational automakers of which 93 of them have less than 0.1 shares in the automotive industry (Fan, Wen and Qin, 2024). This hyper-competitive reality has been directly conditioned by government industrial policy which subsidised output-maximising firms, producing not only unparalleled innovation but also appalling overcapacity. In September 2025, Reuters reported that the structured oversupply of vehicles due to government policies of focusing on production goals, not market demand, has caused negative-sum competition across the supply and sales chain.
Regardless of such distortions, the intense competition has delivered truly global level corporations. The rise of BYD as the world leader in BEV, the break of Xiaomi EV in high-end segments, and the battery-swap innovation model by NIO all show that local Chinese competition has compelled real innovation and not the competition based on prices (Moradi, 2024). Chinese OEMs have reduced their vehicle development timelines of the world average of 48-60 months to at the very least 18-24 months - a structural competitive edge with far reaching consequences on product competitiveness and market responsiveness.
Government and Chance
The most unique and the most powerful aspect of the automotive Diamond in China is the government policy. The Chinese state has planned the NEV revolution using a comprehensive repertoire of demand subsidies, purchase tax exemptions, production incentives, allocation of EV licence plates in major cities, R&D grants on battery technology and strategic industrial planning via series of Five-Year Plans (S, 2025). But as the NEVs began getting a strong market penetration, the government heralded a conscious move to abandon direct subsidies in favour of a more market-competitive structure, and this was indicative of the industry moving out of its infant industry status to global leadership.





[bookmark: _Toc224675518]4. Tesla in China: A PESTLE Analysis
Tesla, Inc. is the most strategically important foreign automotive multinational in China. Tesla has its most prolific manufacturing facility in the world, the Gigafactory Shanghai (Giga Shanghai) opened in 2019, which during the course of its operation produced its four millionth vehicle in December 2025, providing almost half of the total worldwide deliveries (Cao, 2024). However, Tesla China business is located in an exceptionally dynamic macro-environment. The PESTLE analysis below critically assesses the processes that determine the strategic perspective of Tesla in China.
Political Factors
China's political environment is characterised by the unquestioned rule of the Chinese Communist Party (CCP) that has an all-encompassing impact on the economy, regulatory policies, and the structure of the industry. This significantly alters the political operating environment of foreign multinationals as such, who can find themselves with regulations changing at a very fast pace, market access stipulated upon political compliance, and the line between commercial and national security concerns intentionally maintained unclear by Chinese officials (Fan, Liu and Fan, 2024). Tesla is very sensitive to the political environment in China. The nearest political risk that should be considered is the rising US-China trade war of President Trump. In April 2025, China retaliated by introducing 125 per cent tariffs on US-made vehicles in reaction to US retaliatory 145 per cent on Chinese goods. This forced Tesla to suspend new deliveries of its Model S and Model X manufactured in the US to China, which had hitherto served the ultra-premium market of the country. This is a direct and material political risk because geopolitical actions in Washington have sales and operations repercussions on the Tesla China business.
In addition to the tariffs, Tesla has to deal with the political risk of being viewed as a tool of US national interests by the Chinese. The use of Tesla vehicles has already been prohibited in Chinese military bases and some government buildings because it is believed that the cameras and sensors on the car can be used to collect data and spy (Zhang, 2024). One major political milestone, which partially loosened these restrictions, was reached in April 2025; after Tesla met important data security tests by the China Association of Automobile Manufacturers (Sun, 2025). However, Full Self-Driving (FSD) functionality in China is yet to be approved further until regulatory clearance is obtained, leaving one of the most commercially rich Tesla software capabilities blocked in its biggest individual market of production (Patchell et al., 2024). The political aspect is that China has remained relatively open to foreign investment of EV overall, and this is in its larger interest in creating a global leadership in EV. The behaviour of Tesla in setting up Giga Shanghai as a wholly foreign-owned enterprise, the first wholly foreign-owned auto plant in China, in 2019 was in itself a politically negotiated success which indicated the acknowledgment of the Chinese government of Tesla as a catalyst in China's development of the NEV ecosystem.
​Economic Factors
The Chinese economy is among the strongest-performing major economies in the globe, with an annual growth of 5% as at 2024 (Greeven and Liu, 2024). This expansion coupled with a growing middle class and rising consumer buying power gives the premium EV business Tesla is entering structural tailwinds. The Chinese automobile market is expected to increase USD 674 billion in 2026 to USD 748 billion in 2031, which will provide a long-term opportunity on the demand side.
However, Tesla faces serious economic headwinds that are specific to being a US brand as geopolitical environment worsens. The 125% retaliatory tariffs imposed on US-imported models have practically eliminated Model S and Model X in the Chinese market, and Tesla would only draw in China as much revenue as locally manufactured Model 3 and Model Y versions. In addition, Tesla obtains about a quarter of its battery materials in China, both lithium and cobalt and this fact would imply that a potential Chinese export ban on rare earths, a scenario that has been expressly included in 2025 trade talks, would introduce an incremental USD 1.34 billion in Tesla worldwide battery prices. This interdependence of supply chain has resulted in a structural economic vulnerability, to which its competitors, specifically BYD, which controls all its battery supply chain, do not have. The sales at Tesla in China are on the downwards: 625,698 units in 2025, which is a 4.8 percent year-on-year decrease, which represents a larger 21.8 percent drop in market share in China as local competitors gain momentum. The competition pressure of price wars is also high: BYD price war pressure is backed by cost advantages of vertical integration that has pushed Tesla into a series of price cuts that leads to margin compression. The quarterly 497,000 units of Tesla cars in the Q3 2025 are regarded as among the highest in the world, and this goal was reached with the help of aggressive price incentives in China, which encourages sales, but negatively affects the luxury positioning of Tesla brand equity.


Social and Cultural Factors
Understanding China's cultural environment through Hofstede's Cultural Dimensions shows deep differences with the organisational culture and market positioning philosophy of Tesla, which has its roots in the US.
Collectivism (Score: 20) vs. American Individualism (Score: 91): Chinese culture puts excessive emphasis on group harmony, interdependence, and collective identity. The culture of Tesla management, which is defined by personal performance measurements, intense responsibility, and the extremely individualistic and confrontational personality of Elon Musk, is incompatible with Chinese work cultures (Fan, Liu and Fan, 2024). Chinese people appreciate group appeal, hierarchy based on seniority and a value of mianzi (face) when interacting at work.
High Power Distance (Score: 80): The Chinese organisational culture embraces and tolerates the hierarchical structures of power. Although this surface-level fits the top-down aspect of Tesla, what makes it critically important is that Chinese hierarchy is driven by relationship networks (guanxi), which are long-term trust relationships based on mutual obligations, as opposed to the transactional and performance-based meritocracy that Tesla operates in (Patchell et al., 2024). The approach by Tesla that has been reportedly taken in terminating low-performing employees without mentioning long-term relationships or guanxi ties causes cultural inconsistency and retention issues.
Long-Term Orientation (Score: 87): China's exceptionally high long-term orientation score indicates that the population of the country has a cultural tendency of developing business relations through long term rather than short-term transactions (Greeven and Liu, 2024). The high-speed product-based approach and aggressive pricing approaches of Tesla, although commercially sound in the short-run, may not seem strategically aligned to Chinese partners and consumers who are used to longer-term relationship orientation.
Consumer Trust and Nationalism: Chinese consumer nationalism is a genuinely powerful commercial force. After the US-China trade tensions intensified in 2025, various surveys recorded that Chinese consumers were buying locally manufactured motor vehicles in numbers as a way of shaping their national identity (Sun, 2025). This sentiment shift exposes Tesla of the US automotive brand in China in a specific way by positioning domestic rivals as particularly active in spreading the stories about Chinese technological independence as a part of their marketing strategies.
Technological Factors
The main competitive technology of Tesla, its software-defined automobile architecture, FSD autonomous driving system, over-the-air updates, and Supercharger network is an authentic world-ability. Tesla has its most productive and technologically advanced manufacturing factory in Giga Shanghai that occupies 860,000 square metres (Cao, 2024). The Shanghai Megafactory, a second, specialized energy storage plant within the Lin-gang Free Trade Zone of the city, which began operations in February 2025, manufactured more than 2,000 Megapacks in its first year of operation, showing that Tesla has been increasingly granting influence to its technological presence in China beyond its vehicle manufacturing operations.
Nevertheless, the technological aspect poses Tesla with the most serious challenge of China-specific nature regulatory approval of Full Self-Driving. FSD -Tesla most transformative software product commercially- Tesla is still pending a regulatory clearance of FSD by the Ministry of Industry and Information Technology (MIIT) and data security approvals in China (Zhang, 2024). The regulatory measures of China are such that autonomous driving data obtained in China should be stored in China (data localisation), cannot be transferred to other countries without permission of the government and should be reviewed by the national security. These requirements compel Tesla to either construct a distinct China-specific FSD data ecosystem at high capital cost or postpone FSD deployment indefinitely (S, 2025). The domestic rivals of Huawei, which include the Intelligent Automotive Solution (IAS) division, Baidu Apollo, and NIO, which has NOMI AI system, are developing autonomous driving systems at a very rapid pace as they have the opportunity to utilize the Chinese mapping data, road environment data, and the government cooperation structures that Tesla cannot as a foreign company. Such structural information asymmetry threatens to make Tesla lose its story about technology leadership in China the same positioning that underpins its premium pricing.
Legal Factors
The legal environment of foreign technology firms in China can be described through three landmark legislations that have a direct effect on the operations of Tesla. First, the Cybersecurity Law (2017) implements that all network operators in China keep data in China and remit to security evaluations of cross border data transfer. Second, the Data Security Law (2021) created the most comprehensive data governance framework in China, posing limitations on the cross-border transfer of data and extraterritorial jurisdiction over data processing potentially impacting the national security of China. Third, the Personal Information Protection Law (PIPL, 2021) - the Chinese counterpart to GDPR - places high requirements on the collection of personal data in terms of consent, purpose limitation, and minimisation.
For Tesla, such laws result in compound compliance requirements. Tesla cars record extensive amounts of high-resolution camera images, GPS positioning data, voice recordings, biometrics data of drivers, which is a commercially important input to FSD algorithms but which the Chinese legal system considers to potentially hold sensitive national security information. Violation may translate to a fine of up to 10 million yuan (about USD 1.56 million), suspension or revocation of business licence (Fu, Liu and Huang, 2024). Furthermore, the non-compliance with the data law would be the death knell to the operations of Tesla in China since the government approvals that Giga Shanghai relies on would be invalidated. Anti-monopoly practices in China have also become intense and the State Administration for Market Regulation (SAMR) has been investigating the pricing practices and market behaviours of foreign technology companies. The direct-to-consumer business model of Tesla, which does not involve the typical dealership, instead company owned stores, is technically legal but subject to criticism of the Chinese consumer protection regulators following several high-profile warranty claims, software update disclosures, and overnight price cuts, which hurt new consumers who made purchases.
Environmental Factors
The environmental regulatory trends of China are largely positive to the zero-emission product of Tesla. The Chinese promise of carbon neutrality by 2060 and peak carbon emissions by 2030 under the Paris Agreement brings a strong structural demand to BEVs in the long term and places the Tesla product range in an advantageous regulatory situation (Moradi, 2024). Tesla China growth thesis is the product of government ambitions, such as having NEVs make up the majority of new vehicles sales by 2035, which supports the macro-level demand environment underpinning it.
Nonetheless, there are reputational and regulatory issues that are also posed by environmental parameters. The resource utilization of Giga Shanghai, water consumption, energy consumption, and waste generation falls under Chinese requirements of environmental impact assessment and any future expansion needs to go through the tough Chinese National Environmental Protection Standards. Furthermore, the dynamic battery recycling policies in China, which will compel manufacturers to recycle and recall batteries at the end of the life of EVs, create increasing operating expenses and supply chain management liabilities to Tesla as its vehicles sold in China reach the end of life. It is also through the interaction of the environmental dimension and the geopolitical one that there is one critical aspect where the control that China has on rare earth processing poses a potential supply chain environmental threat to Tesla. Any interruption caused to the exports of the rare earths in China, either through environmental production restraint or through political intentional restriction would directly affect the battery material of Tesla, increasing the economic risk mentioned above.






[bookmark: _Toc224675519]5. Conclusion
China's automotive industry represents the most significant industrial revolution of the 21 st century. Since developing into an industry that, after being entangled in dependence by joint-ventures as an assembler of a foreign design, transformed to become the largest automotive market globally and its most prolific producer of NEVs, the Chinese industry has essentially re-written the competitive standards in the world. Having output and sales of over 31 million units per annum, over 50 percent of domestic passenger vehicles, and even 5.86 million units in exports in 2024, the magnitude and the pace of the Chinese automotive engine is unmatched. Porters Diamond shows China has a structurally dominant competitive advantage that is exerted through unparalleled battery supply chain, giant domestic market with insatiable demand, a highly integrated industrial system, and hyper-competitive inter-company rivalry that has reduced vehicle innovation times to a tenth of those of the developing world.
Tesla's China operations exemplify both the extraordinary prize and the profound complexity of conducting business in such setting as a foreign multinational. The Giga Shanghai manufacturing facility which made four million vehicles in 6 years and made almost half of everything delivered by Tesla globally is an industrial success of gargantuan proportion. However, Tesla has lost market share in China in 7.8% in 2023 to 4.9% in 2025 due to the vertical advantage of BYD, the disruptive growth of Xiaomi EV, the intensification of tariffs in the US-China trade war to 125 percent on US-made products, and legal risk under the overall data sovereignty law in China. The core lesson of the Chinese experience of Tesla is that in a world where the state is at once regulator and competitor and strategic partner, commercial success requires not just technological superiority, but an advanced form of geopolitical manoeuvring, profound cultural insight and valid legal observance. The further localisation of Tesla: local supply chain, local data infrastructure, and local talent is the place that has the most potential to help Tesla continue to be relevant in a market that will shape the future of the global automotive industry.





[bookmark: _Toc224675520]Section 2 – Reflective Account Using Kolb's Reflective Cycle
[bookmark: _Toc224675521]Introduction
Kolb's Experiential Learning Cycle (1984) conceptualises learning as a continuous and cyclical process of learning that involves four interconnected components: Concrete Experience, Reflective Observation, Abstract Conceptualisation, and Active Experimentation. Kolb does not consider knowledge as something which is passively received, instead it is only through active engagement, critical reflection and deliberate application of such insights to future situations that one can truly comprehend. This reflection paper uses that framework in terms of conducting research, analysing, and writing the international business report on the automotive industry in China and the strategic operations of Tesla in that industry. The exercise was both thought-provoking and eventually fruitful - as it produced insights that ran far beyond the material covered in the activity to my growth as an international-conscious business learner.
[bookmark: _Toc224675522]Stage 1: Concrete Experience
The task required constructing a rigorous and data- rich international business report encompassing a country and industry overview, Porters Diamond Model analysis, a PESTLE based analysis of Tesla as a large foreign MNC, and a substantive conclusion. The automotive industry of China and Tesla have been chosen on purpose. China is the largest automotive market in the world and the leader of the global revolution of NEVs that cannot be disputed, Tesla as the only wholly foreign owned automotive producer in China with Giga Shanghai provided a wonderful richness of analysis within all of the frameworks discussed in the International Business Concepts module.
The research started very exciting and overwhelming. The amount of material at hand, covering the statistics of NEV production in China, the falling market share statistics of Tesla, the tariff increase statistics between the US and China, the legislation of data sovereignty in China, and the cultural dimensions provided by Hofstede was an instant challenge. I soon realised that the basic research competence under test was not comprehensive but disciplined selectivity, the ability to determine what information was analytically important and what, though interesting, was peripheral to the main lines of argument in the report.
[bookmark: _Toc224675523]Stage 2: Reflective Observation
Considering the process, it was possible to make several significant observations. First, the most intellectually challenging part was not collecting data but finding a coherent way of incorporating it into various structures. As an example, Porters Diamond is quite mechanistic to use, involving listing the conditions of factors and the demands as individual boxes without really delving into the interrelationship in between the two. At the beginning of the drafting process, I realized that I was engaging in this. The reflection allowed me to realize that China dominance in battery material processing allows, at the same time, domestic competitors, such as BYD, to lower the prices of Tesla, provides a vulnerability in its supply chain, and generates a geopolitical advantage of the Chinese state. The power of the Diamond became apparent only when it was used as a connected system and not a fixed checklist.
Second, I noted that I was also focusing on hard, statistical information at the expense of qualitative analysis of culture. Other concepts, including guanxi (relationship networks) and mianzi (face), which are key to the discussion on the challenges faced by Tesla operating in China, cannot be readily articulated in numbers, but which do describe some of the most serious management and consumer confidence challenges that Tesla has faced in China. Being aware of this imbalance and deliberately working on it enhanced the cultural nuances of the analysis to an acceptable extent.
Third, the implementation of PESTLE on a US-based company located in China in the context of an ongoing trade war demonstrated that the structure of the framework had weak points. The 125% retaliatory tariffs (political), reliance on rare earths in its supply chain (economic), delay of FSD approval (technological), and the Cybersecurity Law in China (legal) are not really independent factors, they are tightly linked as a risk system. To display them as distinct categories necessitated a composing with care so as not to artificially divide what is in fact a continuous geopolitical-commercial risk environment.
[bookmark: _Toc224675524]Stage 3: Abstract Conceptualisation
These reflections led to broader conceptual insights. Most importantly, the Tesla China experience exemplifies that technological excellence is the only essential but not sufficient factor to continued success in a state-capitalism world where the host government is both a regulator and competitor and a strategic partner (Wei, 2023). This further enhanced my perception of the liability of the foreignness - the natural disadvantage that MNCs incur when they venture beyond their home markets owing to their lack of familiarity with the local institutions, cultural norms, and politics (Zaheer, 1995). Tesla is particularly subject to such a severe form as a US tech company in the context of an escalating US-China strategic rivalry, its nationality in itself has become a commercial risk factor, regardless of the quality of its products or pricing strategy.
I also realized the increased criticality of valuing the Porters Diamond Model to the state-directed economy application. Porter formulated the structure of market economies where the competitive advantage is created naturally. The car dominance of China was built up significantly with the help of active industrial policy - the subsidies on NEVs, the quotas of EV manufacturing, and the grants of R&D, which makes significant questions whether the determinants of the Diamond demonstrate the true comparative advantage or the distortion by the policy. Critical work on this limitation enhanced the analytical rigour of the report and provided evidence of independent academic thinking.
[bookmark: _Toc224675525]Stage 4: Active Experimentation
Kolb's final stage translates insights into changed future practice. This report has revealed that in international business, the knowledge of political, cultural, and institutional analysis must incorporate market and competitive information. When entering an international market or developing a strategy in the future, I will always employ the institutional environment mapping approach, analysing the government policy, legal framework, and cultural dynamics before making any conclusions regarding the commercial viability. This report has also strengthened the fact that models like PESTLE and Porters Diamond are not quite useful as applied templates but rather as thinking aids that should be critically redesigned to fit the particular context under analysis.





[bookmark: _Toc224675526]References
Cao, J. (2024). Tesla’s Strategic Growth and Challenges in the Chinese Electric Vehicle Market. Finance & Economics, 1(9). doi:10.61173/9zrh4d41.
Chen, Y., Dai, X., Fu, P., Luo, G. and Shi, P. (2024). A review of China’s automotive industry policy: Recent developments and future trends. Journal of Traffic and Transportation Engineering (English Edition), 11(5). doi:10.1016/j.jtte.2024.09.001.
Creemers, R. (2022). China’s emerging data protection framework. Journal of Cybersecurity, 8(1), pp.1–12. doi:10.1093/cybsec/tyac011.
Fan, B., Wen, Z. and Qin, Q. (2024). Competition and cooperation mechanism of new energy vehicle policies in China’s key regions. Humanities and Social Sciences Communications, 11(1), p.1640.
Fan, Z., Liu, L. and Fan, P. (2024). How does Cultural Distance Affect Chinese Companies’ Outward Foreign Investment? Evidence from the Belt and Road Initiative. Athens Journal of Business & Economics, 10(4), pp.271–286. doi:10.30958/ajbe.10-4-2.
Fu, S., Liu, D. and Huang, F. (2024). Synergistic effect of government policy and market mechanism on the innovation of new energy vehicle enterprises. Energy, 295, p.130998.
Greeven, M.J. and Liu, S. (2024). China’s NEV sector: Domestic brands lead the charge. [online] I by IMD. Available at: https://www.imd.org/....
Han, X., Liu, W. and Jiang, T. (2023). Practising Future‐Making: Anticipation and Translocal Politics of Tesla’s Gigafactory in Shanghai as Assemblage. Transactions of the Institute of British Geographers, 49(2).
Moradi, E. (2024). Examining Hofstede’s cultural dimensions in Iranian and Chinese context: A mixed methods approach. Innovare Journal of Education, 12(2), pp.6–14. doi:10.22159/ijoe.2024v12i2.50259.
Patchell, J., Tsai, K.S., Wang, H. and Cheung, B. (2024). Competition and coordination: Regional dynamics in the rise of China’s new energy vehicle industry. Sustainability, 16(5), p.1907.
S, G. (2025). Exports Drive Growth in China’s Automobile Market in 2024. [online] The Supply Chain Report News. Available at: https://supplychainreport.org/....
Setser, B.W. (2024). Will China Take Over the Global Auto Industry? [online] Council on Foreign Relations. Available at: https://www.cfr.org/....
Sun, F. (2025). China’s New Energy Vehicle Subsidy Policies and Impact on Manufacturers. In: 2025 International Conference on Financial Innovation and Marketing Management (FIMM 2025). Atlantis Press, pp.545-554.
Tian, J., Wang, P. and Zhu, D. (2024). Overview of Chinese new energy vehicle industry and policy development. Green Energy and Resources, 2(2), p.100075.
Wei, N. (2023). The competitiveness analysis of Chinese automobile industry based on Improved Porter Diamond Model. Highlights in Business, Economics and Management, 17, pp.239–246. doi:10.54097/hbem.v17i.11253.
Zhang, M.Y. (2024). The geopolitics of Tesla’s China breakthrough. [online] thediplomat.com. Available at: https://thediplomat.com/....







2

