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Executive summary 
The purpose of the report is to examine how Tesla is responding to both internal and external environmental factors. Furthermore, the report considers Tesla’s context, culture, and management of human resources, to determine how the wider business environment is influencing the organisation. 

Firstly, the report reviews Tesla’s organisational context and outlines the organisation’s overall mission. Furthermore, to determine Tesla’s strategy for achieving its objectives, the report applies Michael Porters ‘Generic Competitive Strategy’ framework and identifies Tesla’s strategic approach for achieving success in the market. 

Secondly, the report applies a P.E.S.T.L.E and S.W.O.T analysis to gain a thorough understanding of Tesla’s micro and macro environment. Further, the report refers to a strategic framework developed by theorists Robert Quinn and Kim Cameron to identify Tesla’s organisational culture. 

Moreover, the document considers Tesla's approach to human resource management and assesses both the strengths and weaknesses of its overall strategy. Finally, the report provides two recommendations that take into consideration Tesla's micro and macro environment. Further, both recommendations aim to improve Tesla’s organisational culture and its approach to human resources. 
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1. Introduction
The Chief Executive Officer 'CEO' of Tesla has requested a report to be compiled to understand how the organisation is responding to changes in the business environment. The report aims to examine how internal and external factors influence the organisation's context, culture, and management of human resources ‘HR’. Furthermore, the reader will gain a greater understanding of the opportunities and challenges facing Tesla at both a micro and macro level. 

Zacharia (2019) suggests the business environment has evolved, and globalisation has forced businesses to become more globally orientated. Consequently, contemporary workplaces are increasingly diverse and consist of individuals from various cultural backgrounds. Hayes (2021) describes an inter-cultural workplace as an environment consisting of people from diverse backgrounds with contrasting views and beliefs. Moreover, a multi-cultural workplace consists of individuals with a broad range of differences. 

Furthermore, an inter-cultural workplace presents businesses with both challenges and opportunities. Sherman (2019) says one benefit of an inter-cultural workforce is that it may be easier for organisations to enter new markets in unknown geographic locations. For example, an employee may have excellent knowledge of a particular location and can use their local expertise to create a meaningful marketing campaign tailored to the target market's needs. 

On the other hand, Reynolds (2019) suggests that a disadvantage of an inter-cultural workplace is that communication between employees may be misinterpreted. For example, every culture has slight nuances, and the same word can have different meanings depending on the cultural context. Therefore, individuals within a multi-cultural setting must be self-aware and respect the cultural differences that may arise in a workplace environment. 
























2. Main body

2.1 Organisational context
Tesla is an American car manufacturer that operates in the automotive and renewable energy sectors. Further, the business specialises in producing and designing electric vehicles ‘EVs’, clean energy storage systems, and solar power solutions. Tesla was founded in July 2003, and its headquarters is in Texas, United States (Tesla, n/a). Currently, Tesla has four ‘EV’ models in production and, across all model lines, has sold 1,917,450 cars to date (Tesla, n/a).

Furthermore, in 2021 Tesla was the world's most successful ‘EV’ manufacturer in sales and sold 473,136 vehicles worldwide (Backlinko, 2022). Presently, Tesla employs 70,000 people and operates 400 stores across 35 countries worldwide (Statista, 2020). Currently, Tesla has four large factories in operation, with three in the United States and one in China (Electrek, 2021). Moreover, in 2021 the business reported yearly revenue of $53.8 billion and a market capitalisation of $914 billion (Yahoo Finance, 2022). 

The Tesla mission statement is:
· “To accelerate the world’s transition to sustainable energy” (Tesla, 2016).
Furthermore, Tesla’s vision statement is:
· “To create the most compelling car company of the 21st century by driving the world’s transition to electric vehicles” (Panmore, 2018).

Both statements establish the organisation’s primary goals and describe the business’s overriding purpose. Moreover, all strategic decisions aim to support the organisation’s overall mission and enable the business to achieve its long-term objectives. 

Firstly, Tesla aims to respond to growing market trends and capitalise on opportunities across the renewable energy sector. For example, in 2016, Tesla completed the acquisition of renewable energy business SolarCity for an estimated $2.6 billion (CNBC, 2016). Chester (2021) argues that the merger has enabled Tesla to expand its operations and create an eco-system of sustainable products. In addition to the production of ‘EVs’, Tesla offers consumers a range of clean energy products such as energy storage solutions, solar panels, and solar roofs. 

Secondly, Tesla aims to play an integral role in driving the world’s transition to ‘EVs’. Currently, Tesla is the biggest producer of ‘EVs’ and leads the ‘EV’ sector with a market share of 28% (Investors Daily, 2021). Moreover, Tesla’s ‘Model 3’ vehicle was the world’s first ‘EV’ to surpass over 1-million-units in sales. (Shahan, 2021). Furthermore, Tesla is expanding its operations and entering new markets. For example, the business is currently constructing two additional factories, one located in the United States and the other in Germany (Electrek, 2021). This will allow the business to reach a wider target audience and play a vital role in global ‘EV’ adoption. 

The International Institute for Management Development ‘IMD’ defines business strategy as:
“A clear set of plans, actions and goals that outlines how a business will compete in a particular market with a specific product or service” (IMD, 2021). Theorist Michael Porter developed the Generic Competitive Strategies 'GCS' framework. The purpose of Porter's 'GCS' model is to help businesses identify a clear strategy and gain a competitive advantage in the market (MindTools, n/a).


The ‘GCS’ model consists of three primary strategies that describe the main approaches that 
businesses adopt to achieve success in the market. The three strategies include cost leadership, differentiation, and focus (Tools Hero, 2018).

Tesla appears to have adopted a differentiation business strategy and uses this approach to gain a competitive advantage in the market. Firstly, Tesla offers consumers a sustainable alternative to conventional vehicles powered by fossil fuels. Shipley (2020) argues that Tesla has a big advantage over its competitors because it produces a product that creates no pollution and eliminates fossil fuels from the supply chain. 

Secondly, Tesla utilises software technology during the manufacturing process and develops the software on a unique hardware device. Further, Voigt (2020) explains that Tesla continuously upgrades its software after it has sold a car to the consumer. This is a unique selling point ‘USP’, and no other car manufacturer wirelessly upgrades its vehicle once it has been sold to a customer.  

Finally, Tesla differentiates itself from its competitors by creating a convenient buying experience for consumers. Shahan (2019) explains that Tesla does not adopt the generic sales approach used by other automobile manufacturers. To place an order, consumers go directly to Tesla's website and purchase a vehicle without interacting with a salesperson. Moreover, consumers can customise the car's design online and configure the car to suit their needs. 

2.2 P.E.S.T.L.E analysis 
To better understand Tesla’s environment, it is necessary to conduct a P.E.S.T.L.E and S.W.O.T analysis. Both frameworks are effective tools for assessing the internal and external factors that influence an organisation. The Chartered Institute of Personnel and Development ‘CIPD’ suggests that both tools help businesses to minimise threats and maximise opportunities (CIPD, 2021). 

Political 
Government incentives are a political factor that directly impacts Tesla. Governments around the world acknowledge the environmental benefits of 'EVs'. Therefore, many governments offer incentives to increase the number of ‘EVs’ on public roads.

For example, consumers in the United Kingdom 'UK' can receive up to £3,000 in grants when purchasing an 'EV' for less than £35,000 (Gov.UK, 2021). This presents a fantastic opportunity for Tesla to increase its sales and expand its business. 

Economic
Tesla is a large organisation that engages in business across the world. Therefore, the business is vulnerable to fluctuating exchange rates and must regularly monitor prices. 
For example, Tesla imports manufacturing components from Japan.

Moreover, in 2016, the Japanese Yen increased in value, which led to an increase in Tesla’s operational costs (Oanda, 2019). Therefore, it is vital that Tesla closely observes currency exchange rates to prepare for sudden price movements.

Sociological
To make informed decisions, it is vital that Tesla monitors global trends and responds to changes in consumer behaviour. Globally, consumers are changing their habits, and there is a greater demand for sustainable alternatives. Consultancy firm EY surveyed 9,000 individuals across 13 countries to identify current consumer trends. 

An estimated 41% of respondents said they plan to purchase an ‘EV’ within the next year (EY, 2021). Tesla is strategically positioned to capitalise on the growing trend of consumers looking to enter the 'EV' market. Moreover, this presents the business with an excellent opportunity to increase its market share. 

Technological
Statistics published by Statista reveal that in 2020 Tesla invested $1.5 billion into ‘R&D’ (Statista, 2021). Furrier (2020) suggests Tesla's aggressive spending in 'R&D' has enabled the business to stay ahead of its competitors and utilise disruptive technologies. 

However, the industry is highly competitive, and other businesses are investing heavily into 'EV' technology. For example, in 2021 Ford announced it had invested $11.4 billion into 'EV' production (BBC, 2021). Moreover, the ‘EV’ sector is increasingly crowded, and Tesla must closely monitor competitors to retain its market advantage. 

Legal
It is essential that Tesla keeps up to date with legislation in all jurisdictions relevant to their business activities. For example, Tesla sells their product directly to the consumer instead of using a third-party intermediary. 

However, the United States has strict laws prohibiting car manufacturers from directly selling to customers. Currently, Tesla is prohibited from selling its products directly to consumers in 10 states (Yahoo Finance, 2018). Moreover, failure to comply with relevant laws may lead to prosecution and negatively affect Tesla’s brand image. 

Environmental 
Climate change is one of the world's biggest challenges. Further, Timperley (2020) states that in the ‘UK’, the average petrol car emits 180g of carbon dioxide ‘C02’ per kilometre.
Consequently, many countries have set ambitious targets to increase the rate of global 'EV' adoption. 

For example, in 2020, the 'UK' passed legislation prohibiting the sale of new petrol or diesel vehicles from 2030 (Gov.UK, 2020). Therefore, Tesla has an advantage over its competitors as it has already established itself as the biggest ‘EV’ manufacturer.

2.3 S.W.O.T analysis
Strengths
A key strength for Tesla is that it is viewed as a desirable place to work for individuals within the industry. A report conducted by Universum surveyed 235,000 graduate students across 12 countries to determine the world’s most attractive employers (Universum, 2020).

The findings show that Tesla ranks as the most desirable workplace for engineering students. Further, this enables Tesla to attract the best minds in the industry and maintain its competitive advantage.  

Weaknesses 
A significant weakness for Tesla is that its supply chain is not fully integrated. Currently, Tesla does not produce its battery cells and is heavily reliant on battery cell manufacturers. 

Furthermore, Kolodny (2019) explains that Tesla's reliance on third-party suppliers has limited the business's ability to scale up production. Winton (2021) suggests Tesla’s reliance on suppliers for raw materials makes the business vulnerable to unexpected price fluctuations.


Opportunities 
Tesla has a fantastic opportunity to enter new markets in Asia and expand its operations. 
Currently, Tesla is in the process of negotiating with local authorities in India to set up manufacturing infrastructure in several locations. 

Furthermore, Tesla has purchased retail space in Mumbai (Ohnsman, 2021). India has a population of 1.3 billion people, and Barhat (2020) explains that the country could make up 10% of Tesla's overall market in five years. 

Threats 
A major threat for Tesla is the increased competition in the ‘EV’ market. Societal attitudes are shifting toward more sustainable products and services. Consequently, auto-manufacturers are responding to consumer trends and investing heavily into ‘EV’ production. 

For example, an article published by Reuters states that globally, car manufacturers are projected to spend an estimated $300 billion on ‘EV’ production in the next decade (Reuters, 2021). 

2.4 Organisational culture 
The Chartered Management Institute ‘CMI’ describes organisational culture as:
“The shared values, beliefs and assumptions about how people should behave and interact, how decisions should be made, and how work activities should be carried out” (CMI, 2015). Furthermore, an article published by the ‘CIPD’ explains that organisational culture helps employees build connections and work toward a shared purpose. (CIPD, 2020).

Theorists Robert Quinn and Kim Cameron established a framework for identifying organisational culture. The framework outlines four basic types of organisational culture, and businesses will determine their culture based on several key factors. 

The four organisational types include:
· Clan culture. In a clan culture, leaders and management are viewed as mentors. Under this leadership style, management creates a positive and friendly atmosphere. Moreover, employees are encouraged to participate in teamwork, and there is a strong emphasis on human resource 'HR' development.

· Hierarchy culture. This culture describes a highly structured organisation, and most decisions are made by higher levels of management. Furthermore, organisations that adopt this culture are strongly governed by formal rules and policies. 

· Market culture. Under this culture, employees are expected to maintain high standards and work under pressure. In this environment, internal competition is promoted, and employees are incentivised through reward schemes. Moreover, organisational success is determined by market share and market penetration. 

· Adhocracy culture. In this culture, there is a strong focus on innovation and developing unique products or services. Employees are encouraged to contribute ideas and collaborate with other departments. Furthermore, higher management considers all employees' opinions regardless of their level of authority. 

    						                                (Quinn Association, N/a)

Tesla appears to adopt an adhocracy culture that promotes innovation and collaboration throughout the organisation. Meyer (2019) highlights the six features that best describe Tesla’s organisational culture:
· Move fast.
· Do the impossible.
· Constantly innovate.
· Reason from first principles.
· Think like owners.
· We are all in. 

Each statement is focussed on creativity, collaboration, and innovation. For example, in order to move fast, Tesla has implemented a flat organisational structure that facilitates effective communication (Tesla, 2019). A flat structure enables the free flow of information and encourages employees to share their ideas with higher levels of management. Further, this enables the business to make decisions quickly and respond to changes in the business environment. 

Secondly, Tesla encourages employees to innovate and continuously improve their products. For example, Tesla currently has an artificial intelligence 'AI' department that focuses on developing software for self-driving capabilities (Tesla, 2020). Further, Park (2020) argues that Tesla’s strategic focus on developing self-driving software has enabled the business to create an innovative car with advanced auto-pilot capabilities. 

Thirdly, to harness innovation and creativity, Tesla encourages employees to think like owners. For example, if employees have an idea on how to improve a product or service, they can share it with higher levels of management. Kelly (2020) explains that this culture motivates employees to constantly seek new ways to improve products and helps Tesla maintain its competitive advantage. 

Finally, to increase productivity Tesla has a unique approach to internal meetings. Nguyen (2020) explains that higher management do not permit frequent meetings, and they advise employees only to hold meetings if they add value to a specific task or project. Further, the size of all meetings is restricted to a maximum of six people and employees are permitted to leave a meeting if they feel it is not adding value to the overall task (Insider, 2019). Telsa adopts this unique approach to ensure employees are focussed on creativity and adding value to the business. 

2.5 Human Resource Management 
Heathfield (2021) describes ‘HRM’ as: “The organisational function that manages all of the issues related to the people in an organisation”. Further, this involves a variety of responsibilities such as recruitment, training, performance management, employee welfare, employee benefit schemes, communication, and administration (Investopedia, 2020). 

Moreover, an article published by the ‘CIPD’ states that an effective ‘HRM’ strategy can help an organisation achieve its long-term goals (CIPD, 2021). A report conducted by Sage surveyed 500 business leaders to understand the changes impacting 'HR'. The report found that 80% of respondents said the way 'HR' operates has changed in recent years, and there is a greater focus on building ‘people companies’ (Sage, 2020). 

Fuhl (2020) explains that a ‘people company’ describes an organisation that recognises employees as the most valuable asset. Furthermore, the report suggests that the most influential factors driving change in ‘HR’ include digital technology, rise of the gig economy and a greater focus on employee experience (Sage, 2020). 

Babal (2020) suggests that Tesla’s ‘HR’ strategy is unique compared to most large organisations as there is less focus on organisational policy and more focus on individual performance. For example, Tesla issues all new employees with a copy of its four-page handbook. The document is unconventional and does not include large paragraphs of text. 
Moreover, the handbook explains to employees that the business has incredibly high standards and only wants to employ individuals who push themselves to the limit each day (Inc, 2020).

Furrier (2020) suggests that Tesla’s high expectations creates an intense workplace environment that is incredibly fast paced and demanding. Moreover, Tesla’s ‘CEO’ leads by example and often works 80 weeks (CNBC, 2019). The author suggests that this leadership style attracts highly motivated individuals who are willing to work long hours each day and are committed to the business. 

Bradley-Smith (2021) explains that job roles at Tesla are highly competitive, and the recruitment process is challenging for candidates. Hess (2018) states that in 2018 Tesla had an estimated 500,000 applications for just 2,000 positions. Furthermore, the author explains that when hiring, Tesla looks for four main characteristic traits. These include being driven, collaborative, innovative and trustworthy. Moreover, to determine a candidate’s suitability for a role, individuals must undergo several tests and face-to-face interviews. 

However, an article published by the Business Insider reveals that Tesla has an annual turnover rate of 44% for executives who report directly to the ‘CEO’. Further, the average turnover rate for seven other large organisations is just 9% (Insider, 2019). Matousek (2019) suggests that Tesla’s exceptionally high turnover rate is down to the organisations demanding and intense culture. 































3. Conclusion 
In conclusion, Tesla is the largest ‘EV’ manufacturer and currently has a significant market share of the ‘EV’ market. However, the industry has become increasingly competitive. To retain its competitive advantage, it is essential that Tesla invests in ‘R&D’ and integrates its supply chain. To ensure it continuously improves its products, Tesla promotes a culture of innovation and collaboration. Tesla’s organisational culture helps the business achieve its strategic objectives and attract the best talent within the industry. 

Moreover, Tesla’s approach to ‘HR’ is to relentlessly push for innovation and motivate individuals to create revolutionary products. However, the organisation's high expectations have led to high rates of turnover, and this may have an impact on the long-term stability of the business. Overall, the business is strategically positioned to capitalise on external trends such as growing demand for sustainable products and a reduction in global pollution. 










































4. Recommendations 
The first recommendation for improving Tesla’s organisational culture and ‘HR’ strategy is:

1. To implement an incentive and rewards scheme to compensate for long hours.

As discussed, employees at Tesla are expected to work long hours and are placed under extreme pressure to deliver high-quality results. However, this level of expectation requires employees to be committed and dedicated to the role. Therefore, it is appropriate that employees are compensated and receive regular rewards or incentives as a form of motivation. Moreover, a regular reward scheme that acknowledges personal achievements will motivate employees and ensure they remain committed to the organisation.

The second recommendation for improving Tesla’s organisational culture and ‘HR’ strategy is:
2. To implement an employee well-being programme to reduce turnover rates.

As mentioned, Tesla currently has an exceptionally high turnover rate due to its demanding and competitive culture. However, Markovich (2019) argues that a high turnover rate can have a negative impact on employee morale and productivity. Therefore, to reduce turnover rates Tesla should implement a well-being programme that focuses on the physical and mental health of its employees. Tesla could run regular workshops and training programmes to educate individuals on mental and physical wellbeing. Furthermore, an employee wellbeing programme will ensure Tesla is offering support to its employees and creating a positive organisational culture. 
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