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Executive summary
This report set out to critically evaluate the competitive and development strategies of Tesla. On account of Porter’s generic strategies, the findings demonstrated that the competitive strategy utilized by Tesla in developing its current position was the differentiation competitive strategy. Resultantly, this enabled Tesla to offer high-quality products at premium pricing. It also enabled Tesla to become the most valuable automotive brand globally. The critical evaluation of the competitive strategy of Tesla within its competitive position, revealed that the benefits included distancing Tesla from the rest of the competition, creation of a significant competitive advantage for Tesla and increasing flexibility for Tesla. However, in using the differentiation competitive strategy, Tesla faced challenges of sustaining the basis for differentiation, was likely to incur higher costs of manufacturing and product development. At the same time, it was also established that Tesla faced difficulty in realizing true and meaningful differentiation. Hence, it was suggested that Tesla should focus on improving its cost structure to reduce competitive disadvantages faced as a result of differentiation competitive strategy. Moreover, Tesla should increase electric car production capacity to meet growing demand. Other suggestions for improving its competitive disadvantage included diversifying its supplier base to include more suppliers to its roaster and enhancing its differentiation strategy by expanding its product portfolio to spread risk of business failure.
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[bookmark: _Toc129298036]1.0 Introduction
The concept of strategy denotes an organisation’s planned and realised set of actions that can be used to realise certain goals (Lynch, 2012). Given that strategy over the long term enables an organisation achieve an advantage in a changing environment, Johnson et al., (2020) believes that an organisation with a unique competitive strategy can outperform its competition. This is because it can set up a difference that it can preserve over the long term. Hence, the essence of a competitive strategy is in choosing to conduct activities differently than rivals do (Morrison, 2011). Subsequently, strategy gives rise to strategic positions that are underpinned by customer needs, customer accessibility, and the variety of company products and services. To this extent, the sum total of strategy is encompassed by Michael Porter’s argument of their being four fundamental strategic options available to all organizations. These include differentiation strategy, overall cost leadership strategy, focus differentiation and focus cost leadership (Porter, 2011). Although Porter’s generic strategies have received significant challenges, they still provide value in the development of market-based opportunities. This is the case manifested for Tesla that operates in a highly competitive electric car market. Nevertheless, it remains unclear what the competitive strategy for the Tesla brand is. On this basis, the aim of this report is to critically evaluate the competitive and development strategies of Tesla, by synthesizing the theoretical material, and the practical application within the Tesla organization. The structure of this report is as follows: competitive strategy that Tesla uses in its current competitive positioning; critical evaluation of the competitive strategy of Tesla for its current competitive strategy; recommendations; conclusions. 
[bookmark: _Toc129298037]2.0 Competitive strategy that Tesla utilises in developing its current position 
Quality and price, as captured by the views of David (2011), are fundamental in determining the competitive strategy adopted by an organisation in a given market. Hence, as demonstrated in the perceptual positioning map shown in the figure one below, the current positioning of Tesla is high on the basis of price and quality. Its closest challengers, Toyota, Volkswagen, and Neo have a weaker positioning on account of lower price points and lower quality of automotive products.
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Figure 1: Perceptual positioning map for Tesla in the automotive industry 
Source: Summarised by this report 
At the same time, the figure 2 below demonstrates the most valuable brands within the automotive sector globally as of 2022. As demonstrated, Tesla is ranked as the most valuable automotive brand globally based on a brand valuation of US$75.93 billion (Statista, 2023). The closest challenger Toyota, is valued at US$33.11 billion. At the bottom of the graph is Porsche whose value is estimated at US$8.61 billion. 
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Figure 2: Most valuable brands within the automotive sector worldwide as of 2022
Source: Statista (2023)
On accounts of the figure 1, it is clear that the current positioning of the Tesla brand is high in the mindset of the target audience. In addition, the figure 1 demonstrates that Tesla products have a current high positioning on the basis of a high price point and high-quality product. This is substantiated by the superior market valuation of the Tesla brand in the figure 2. 
Drawing on Porter’s genetic strategies that demonstrate price as what the customer is willing to pay and cost as what is the product or service costs the organization Tanwar (2013), it appears that the current competitive strategy utilized by Tesla is more indicative of the differentiation strategy. Views of Islami, Mustafa and Topuzovska Latkovikj (2020) indicate that differentiation strategy is characterized by offering something that is considered as unique or better. In addition, differentiation strategy can come in many forms ranging from service to quality (Ansoff et al., 2018). In exchange, premium prices can be charged for high-quality products or services offered by a brand. Furthermore, Johnson et al., (2020) indicate that an offer is considered to be differentiated when it delivers augmented benefits beyond the customers augmented and actual benefits.
[bookmark: _Hlk129209078]The first evidence of the differentiation strategy at Tesla is provided by its premium pricing. According to Acclaim Ideas (2023), Tesla has positioned itself as a premium brand. This is demonstrated by pricing its electric vehicles significantly higher than the prices charged by the competition of either other electric vehicles or fossil fuel-powered vehicles. Hence, this enables Tesla to create the perception of exclusivity and luxury that is appealing to customers looking for high-quality and innovative electric car products. Further evidence is provided by continuous innovation at Tesla. Views of Voigt et al., (2017) indicate that Tesla has a robust focus on research and development for the purpose of continuous innovation and product improvement. This has enabled Tesla to introduce several industry-first features such as a large touchscreen display, over the air software updates, and autonomous driving capabilities (Crane, 2016). 
Further evidence of the differentiation strategy at Tesla is provided by the brand image cultivated by the organisation. According to Hensmans (2022), Tesla has developed a brand image that is consistent with innovation, sustainability and luxury. This has positioned Tesla to entice customers who are looking for something unique from that provided by traditional auto makers. Hence, this plays a critical role in setting Tesla apart from the rest of the competition. Lastly, Tesla has developed a robust charging infrastructure to further differentiate itself through its value addition to customers. Based on heavy investment in the supercharger network, Tesla enables its customers to enjoy a network of high-speed charging stations that facilitate Tesla owners to travel long distances with ease (Aratami, 2023). This sets Tesla apart from the competition given that the charging infrastructure is not available to owners of other electric vehicles. Therefore, this provides Tesla with a unique advantage in the electric car market.
[bookmark: _Toc129298038]3.0 Critical evaluation of the competitive strategy of Tesla for its competitive position
In using the differentiation competitive strategy, Tesla has managed to create a top leadership position for its automotive brand in the global automotive industry based on the evidence provided by figure 2 above. This indicates that the differentiation strategy provides a number of advantages to Tesla.
One of the benefits of the differentiation competitive strategy is providing a mechanism for distancing a brand from the rest of the competition in the marketplace (Wheelen et al., 2017). This is demonstrated by Tesla’s differentiation strategy that enables the company to create unique electric car products and services that set the company apart from the competition (Mangram, 2012). By developing innovative and technologically advanced electric vehicles, Tesla, offers superior performance, longer range and faster charging times in comparison to the competition (Hensmans, 2022). Hence, the differentiation competitive strategy provides a distancing benefit for Tesla from others rivals in the electric car marketplace.
Another benefit of the differentiation competitive strategy is the creation of a significant competitive advantage for a brand that leverages on the strategy (Tanwar, 2023). In the context of Tesla, the superior competitive advantage is provided through vertical integration. According to Voigt et al., (2017), Tesla’s vertical integration strategy is characterised by enabling the company control the entirety of its value chain from battery production vehicle assembly, to distribution and charging system through the giga charger infrastructure (Crane, 2016). Subsequently, this has emboldened Tesla to create a major competitive advantage characterized by an improved ability to control its electric car product quality, reduce its cost and accelerate product development.
Furthermore, the differentiation competitive strategy provides an additional benefit of increased flexibility to brands (Islami, Mustafa and Topuzovska Latkovikj, 2020). This is reflected at Tesla through growing flexibility as both an electric car company and technology company. Views of Tesla (2023) indicate that Tesla has built a robust brand that is recognized across the world. This has provided significant flexibility to Tesla in terms of focusing on innovation, sustainability and environmental protection that resonates positively with consumers. Hence, it has provided Tesla with significant leeway given that it has an improved ability of creating a loyal customer base (Hensmans, 2022). This offers Tesla with the flexibility of focusing on further product and service innovation without being concerned with attracting customers to its brand.
However, in using the differentiation competitive strategy to realize its current strong competitive position, there are some problems that Tesla is likely to face as a result (Freeman, 2010). 
According to Porter (2011), organizations that utilize the differentiation strategy are faced difficulties of sustaining the basis for differentiation. This is demonstrated by the growing competition that Tesla faces from Chinese electric car brands. Increasing competitiveness by the Chinese electric car industry coupled with the declining market share of Tesla in China, has managed to erode the competitive gains established by Tesla through quality electric car products (Shipley, 2020). With the technology of electric car manufacturing becoming mainstream, the basis of differentiation that has long been a mainstay of Tesla is eroded (Hensmans, 2022). At the same time, Chinese electric car manufacturers are now able to produce quality and affordable electric vehicles that appeal to the Chinese and European markets. Hence, these factors have made it increasingly difficult for Tesla to sustain its basis for differentiation.
Another problem characterized by the differentiation competitive strategy is the probability of higher costs of manufacturing or product development (Johnson et al., 2020). Demonstration of higher costs of operation at Tesla is provided by Tesla (2023) who indicates that Tesla’s cost structure is high in comparison to traditional car makers. This is because Tesla incurs higher costs in manufacturing its electric vehicle batteries. On this basis, it increases the difficulty Tesla faces in competing with traditional automakers on the basis of price. In the same vein, traditional automakers such as Toyota and Volkswagen, have higher economies of scale in both manufacturing and procurement that increase their competitiveness on the basis of price (Voigt et al., 2017).
Other scholars believe that another challenge faced by the differentiation strategy is the difficulty to realize true and meaningful differentiation (Hill, Jones and Shilling, 2017). This is indicated in the context of Tesla given its high dependence on key suppliers. With true and meaningful differentiation characterized by high levels of vertical integration for the purpose of being self-dependent and determining, Tesla’s dependence on a small number of key suppliers for its battery production indicates that it faces a challenge of realizing true and meaningful differentiation (Tesla, 2023). This is because any disruption within the supply chain, is likely to have a significant impact on the operations of Tesla. Hence, in so doing, the disruption to Tesla’s supply chain on account of its dependence on a small number of key suppliers, reduces its vertical integration benefits, and makes the brand vulnerable to external shocks (Hensmans, 2022). For example, Tesla operates in a highly regulated industry and any alterations to regulations could have potentially impactful consequences on the operations and ability of Tesla to sustain its differentiation strategy.
[bookmark: _Toc129298039]4.0 Recommendations
On account of the limitations of Tesla’s differentiation competitive strategy, the following suggestions can be used to improve the differentiation competitive strategy. 
Firstly, Tesla should focus on improving its cost structure in order to reduce its competitive disadvantages in using the differentiation strategy. This can be achieved by focusing on improving its cost structure through increasing economies of scale, and reducing the costs incurred in manufacturing electric vehicle batteries. Some of the ways that Tesla can achieve an improvement in cost structure is by increasing its production and investing in battery technology through research and development. This activity would empower Tesla to increase competitiveness on the basis of price when competing with traditional automakers such as Toyota and Volkswagen that experience lower manufacturing costs.
Tesla should also increase production capacity by increasing its electric car production capacity to meet growing demand for its vehicles. This would help Tesla reduce its competitive disadvantage associated with the differentiation strategy given that low volumes are a strong feature of the differentiation strategy. As a result, Tesla should expand its production facilities through increased investment in automation and supply chain management. The value of this initiative is to enable Tesla reduce customer wait times and, in the process, reduce customer wait times. 
Furthermore, Tesla should diversify its supplier portfolio. Presently, Tesla relies on a few small suppliers for the supply of its electric vehicle batteries. This has been proven to be a competitive disadvantage given that it is highly dependent on the efficiency of its supply chain partners. Therefore, in order to overcome this competitive disadvantage, Tesla should diversify its supplier base to reduce dependence on key supplies for battery production. By bringing in more suppliers on board, or alternatively increasing its own capacity for electric vehicle battery production, Tesla would increase its ability to mitigate against supply chain, disruption risk, and in the process, guarantee a stable supply of batteries for its electric vehicles.
Other additional strategies that Tesla can use to further enhance its differentiation strategy include expanding its product portfolio. This implies expanding its product portfolio beyond electric vehicles to include other sustainable energy solutions. For example, Tesla could consider solar panels, energy storage systems and other renewable energy technologies that would play an important role in diversifying its revenue streams for the company. These would be instrumental in reducing Tesla’s dependence on the electric vehicle market and further, creating points of differentiation to further create a sustainable competitive advantage.
[bookmark: _Toc129298040]5.0 Conclusion
The aim of this report is the critically evaluate the competitive and development strategies of Tesla. Based on the quality and price combinations that are espoused by theory on strategic management, the findings demonstrated that the competitive strategy utilized by Tesla in developing its current position was the differentiation competitive strategy. This enabled Tesla to offer high-quality products at premium pricing. It also enabled Tesla to become the most valuable automotive brand globally. Moreover, based on the critical evaluation of the competitive strategy of Tesla within its competitive position, it was established that the benefits included distancing the brand from the rest of the competition, creation of a significant competitive advantage for the brand and increasing flexibility to the brand. However, in using the differentiation competitive strategy, Tesla faced challenges of sustaining the basis for differentiation, and had a higher probability of higher costs of manufacturing and product development. At the same time, it was also established that Tesla faced difficulty in realizing true and meaningful differentiation. As a consequence, it was suggested that Tesla should focus on improving its cost structure to reduce competitive disadvantages faced as a result of differentiation competitive strategy. Moreover, the findings also indicated that Tesla faced issues of increasing electric car production capacity to meet growing demand. Other suggestions for improving its competitive disadvantage included diversifying its supplier base to include more suppliers to its roaster. Finally, it was also suggested that Tesla should enhance its differentiation strategy by expanding its product portfolio to spread risk of business failure.
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