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Executive Summary
Electric vehicles, environmental policy, technology and consumer behavior are some of the factors that are rapidly transforming the UK car industry. This report looks at the way Tesla Inc. will be competitive. The external analysis depicts positive government regulation, competition and supply chain issues. The internal analysis reveals the innovativeness, software and vertical integration of Tesla. The plans proposed in this study include the recommendation to be based on sustainability, domestic production, alliances and diversified products. Innovation and stability are the keys to the future of Tesla, and address the competition of Volkswagen Group, Toyota Motor Corporation, BMW Group and Ford Motor Company.


[bookmark: _qdhmh064ojz][bookmark: _Toc228044078]1. Introduction
In such a fast-changing industry, change management is significant. One of the most uprooted industries in the world is the car industry, especially in the UK, following the commitment of the UK government to ban the sale of new petrol and diesel cars by 2035.
Tesla is leading the electric vehicle (EV) revolution and has transformed the motor industry using software, battery and renewable energy technologies. Its strategy is to accelerate the transition of the world to sustainable energy, which is primarily based on sustainability. Tesla has become one of the most important companies helping the world move toward cleaner energy. Its business strategy is strongly connected to its goal of sustainability, which has helped it change both the car industry and the energy sector. This essay looks at Tesla’s strategy and explains how sustainability is part of its everyday operations, while also discussing its strengths and the challenges it still faces.
The UK Tesla market has developed at an impressive rate due to an increasing emphasis on sustainability, financial incentives and the expanding charging infrastructure. However, the industry is more competitive with manufacturers increasing the production of electric vehicles on a large scale.
[bookmark: _uvh1rypauau8][bookmark: _Toc228044079]2. External Environment Analysis
[bookmark: _nv5akso39roe][bookmark: _Toc228044080]2.1 PESTLE Analysis
Political factors
The UK government is eager about the use of electric vehicles (EVs). It is a fantastic opportunity to be an electric car manufacturer (like Tesla, Inc.) in the UK, with the UK government promising to stop the sale of all new petrol and diesel vehicles by 2035. Electric vehicle (EV) adoption is being aided by grants, tax breaks and EV charging infrastructure. Nevertheless, European car manufacturers have faced tariffs, trade policies, and uncertainty at the border that have affected the supply chain, like during Brexit (SMMT, 2023). 
Economic factors
Car purchases depend on economic conditions. The luxury car market has been impacted by the reduced expenditure due to the cost of living (inflation, high interest rates) and energy. EVs are more expensive than internal combustion cars, which are cheaper in the long term (ACEA, 2026). Tesla has a good reputation in the luxury market, yet consumers are price sensitive.
Social factors
The sustainable transport market is being enhanced by the concern of climate change. Surveys have shown that over half of all UK consumers would buy an EV as their next vehicle (Deloitte, 2023). Tesla provides digital, innovative, and sustainable products, which are appreciated by younger consumers. However, range and public charging are a concern to the consumers (IEA, 2024).
Technological factors
Technological factors are influencing the change in motor vehicles. The introduction of batteries, AI and autonomous vehicles is paving the way towards the shift to electric vehicles. The software and battery technology of Tesla has given it the edge, but the conventional manufacturers are making significant investments in electrification and keeping up with the pace (Heineke et al., 2023).
Legal factors
The UK government is targeting elevated levels of emissions to be reduced in the transport sector. The protection and safety of data related to autonomous driving, as well as regulations, are also changing rapidly, which complicates and increases the costs of manufacturers (Department for Transport, 2021).
Environmental factors
The will to address climate change and achieve net-zero emissions inclines towards EV adoption. In the UK, transport is responsible for about 24% of total greenhouse gas emissions, making the car industry important for delivering more sustainable transport solutions (Department for Energy Security and Net Zero, 2025). Sustainability is no longer just an option; it is now essential.

Tesla, Inc. operates in a fast-changing external environment. Supportive government policies, advances in technology, and shifting social attitudes all help drive its growth. However, it still faces challenges such as economic pressures, legal uncertainties, and environmental issues. Its long-term success will depend on how well it responds to these external factors.

[bookmark: _isr0rpriwgr][bookmark: _Toc228044081]2.2 Porter’s Five Forces
Competitive rivalry – High
The market of electric vehicles (EVs) is very competitive, and conventional automakers are increasing their EV programs. EV manufacturers like Volkswagen, BMW, Ford, and Toyota are investing heavily in manufacturing EVs and have new models on their way to assist in reaching the mass market with affordability (Volkswagen Group, 2023). Their scale of economy, supply chain and brand loyalty are a threat to Tesla.
New/Entrants threat – Moderate to Low.
New entrants are restricted by the capital-intensive nature of the industry and the technology and regulatory requirements of the motor vehicle industry. Nonetheless, emerging EV start-ups and Chinese producers are turning into global operators, and this will result in the emergence of higher competition and innovation (IEA, 2024).
Supplier power - Strong.
Battery inputs are vital, like lithium, nickel, and cobalt. Price volatility and geopolitical factors, combined with scarcity, increase the power and cost of suppliers. COVID-19 revealed the danger of supply chain disruptions in EVs (Heineke et al., 2023). Tesla uses vertical integration and long term supply agreements as strategy to lower this power.
Bargaining power of buyers – Moderate to High.
As far as price is concerned, there are more options. This increases the sensitivity of the buyers to prices and gives buyers additional options. The market is expanding with new models, but Tesla is lowering this power through brand loyalty, and unique features.
Threat of substitutes – Moderate.
Substitutes are public transport, hybrid, and hydrogen fuel vehicles. Although sales of electric cars are increasing, they are still affecting the market (Deloitte, 2023).
In general, the external environment presents a new opportunity to Tesla, as well as more competition and risk.
[bookmark: _nqi6yiyjv5ej][bookmark: _Toc228044082]3. Internal Environment Analysis
[bookmark: _eibj8til7wff][bookmark: _Toc228044083]3.1 Value Chain Analysis
Primary Activities
Inbound logistics
Tesla Inc. is vertically integrated in battery manufacturing and the supply of components. This will decrease reliance on third-party suppliers and permit the control of cost and quality. The battery supply is of utmost importance because batteries are a major expense of EVs (Bloomberg NEF, 2023).
Operations
Tesla uses gigafactories, automation and advanced manufacturing to streamline processes and increase production. However, together with the expansion of the company, issues like bottlenecks and quality control have also appeared (OICA, 2025).
Outbound logistics
Tesla has a business model that eliminates dealers. This eliminates the distribution cost, and it enables Tesla to establish a channel of direct contact with customers, which guarantees consistency and openness of the prices.
Marketing and sales
Tesla does not spend much on marketing. Its marketing cost is far less than the industry average as it uses brand, innovation, and viral marketing as its strategy (Statista, 2025).
Service
OTA software updates are also meant to enhance the performance, safety, and features of Tesla cars after they are sold to add value and benefit.
Support Activities
Technology development
Software, artificial intelligence, and battery technology are the strengths and skills of Tesla.
Human resource management
Tesla has a highly skilled engineering team, which has also been characterized as possessing a performance-driven culture.
[bookmark: _odna4uflad4d][bookmark: _Toc228044084]3.2 Resource-Based View (RBV)
The result is that Tesla has a competitive advantage due to its:
· Strong brand reputation
· Proprietary battery technology
· Artificial intelligence and software.
· Supercharger network
· Vertical integration
[bookmark: _b4f3ri58sqxw][bookmark: _Toc228044085]3.3 VRIO Analysis
	Resource
	Valuable
	Rare
	Inimitable
	Organized
	Advantage

	Battery technology
	Yes
	Yes
	Yes
	Yes
	Sustained advantage

	Brand loyalty
	Yes
	Yes
	Yes
	Yes
	Sustained advantage

	Supercharger network
	Yes
	Yes
	Difficult
	Yes
	Competitive advantage

	Manufacturing scale
	Yes
	No
	No
	Yes
	Temporary advantage



The strength of Tesla comes from internal resources, like technology, brand and strategy. Through these strengths Tesla is holding the lead in VE market, but to maintain the competitive advantage, Tesla must continue to innovate, as other brands are investing in the market.
[bookmark: _jzz5rjo8nkdm][bookmark: _Toc228044086]4. SWOT Analysis
Strengths: Tesla Inc. has robust research and development that is assisted by battery and software technology investments. Its premium image and combination of the production process enable quality and control of cost. Tesla has also significantly contributed to the adoption of electric vehicles (EVs), which currently sell over fourteen million around the world in 2023 (IEA, 2024).
Weaknesses: But Tesla vehicles remain costly and not affordable to middle and low-income buyers. It has also had challenges in scaling production and the supply chain. It also lacks a large product line as compared to traditional automakers.
Opportunities: The emerging nature of the UK in terms of electric vehicles, diversification of the product to include energy storage and charging infrastructure and collaborations to enhance localization may be opportunities for Tesla.
Threats: The growing competition by traditional car companies, supply chain and regulatory ambiguity can impact the cost and growth in the future (World Economic Forum, 2023).
[bookmark: _2870ecd51abx][bookmark: _Toc228044087]5. Comparison with Competitors
Tesla vs Volkswagen Strategy.
VW is spending billions of dollars on electric cars and produces mass-market electric cars. Volkswagen's strategy is mass market and affordable.
Tesla vs Toyota Strategy.
The Toyota Strategy is hybrid and fuel cell. Tesla is dedicated to battery electric vehicles, and technology gap.
BMW Strategy vs Tesla.
BMW’s strategy is to keep its identity as a luxury automaker and add electricity to it, instead of replacing it. Tesla adopts a technology- led strategy, prioritizing the software.
Ford Strategy vs Tesla.
Ford is brand-centric and collaborates to accelerate EV presence. Tesla is technologically advanced and innovative.
This indicates that Tesla is a technology-based company, yet traditional companies are electrifying with existing expertise.
[bookmark: _3yo90vy7j0xf][bookmark: _Toc228044088]6. Strategy Formulation
[bookmark: _lttcetgog7rg][bookmark: _Toc228044089]6.1 Sustainability Strategy
The sustainability policy of Tesla is to promote the shift to renewable energy (EVs), batteries and solar. High-emissions transport is a key sector, and uptake of electric vehicles is anticipated to decarbonize transport. Zero tailpipe emissions contribute to the decarbonization of transport (IEA, 2023). Tesla is also interested in cutting emissions during the lifetime of the vehicle, by recycling batteries and having a circular economy solution to recover the lithium and nickel and cut down on mining (Tesla, 2023). Renewable energy investments are also beneficial to renewables and enhance Tesla as a green brand.
[bookmark: _sl3ytmamar3][bookmark: _Toc228044090]6.2 Strategic Alternatives
Strategy 1: Increased production in the UK.
Nearer the manufacturing (localization in the UK or more manufacturing in Europe), the lower the costs of shipping, uncertainty, and tariffs. Localization also shortens lead times of production and makes production more responsive in the UK. Localization in the car industry can cut coordination costs by 20% (McKinsey & Company, 2022).
Strategy 2: Low-cost EV development.
The high price is a constraint on Tesla's market share. Creating an affordable EV will boost sales and fight the risk of cheaper EVs by large car manufacturers. The increasing EV sales indicate the necessity of affordability.
Strategy 3: Establish ecosystem and partnerships.
Partnerships with the government and utilities would expedite the adoption of charging stations. One of the major aspects of EV uptake is charging (Mahajan, 2025). In this way, alliances will enhance Tesla's market share and retention.
Strategy 4: Energy and software services.
Tesla will be able to provide energy storage, solar and autonomous driving software. Software services generate a continuity of revenue and enhance profitability. This will ensure that the business is more resilient and is not dependent on the sales of cars.
[bookmark: _7wsy6s6j0f6f][bookmark: _Toc228044091]7. Recommendations
Invest in Local Production.
A UK or European-based giga factory would be beneficial to Tesla, Inc. as it would cut down on the distribution expenses, shorten the time to market, and enhance the flexibility of the supply chain. Local responsiveness and development are also supported by local manufacturing. It has been proven that local manufacturing will enhance efficiency and mitigate risks in the supply chain (Porter and Heppelmann, 2014).
Expand Product Portfolio
To reach the middle and mass market, Tesla may expand its range of electric vehicles (EVs) with cheaper vehicles. Price is the most important aspect, and 40% of the possible EV buyers said that price is the most significant consideration when purchasing an EV (EY, 2023). Increased products will, therefore, contribute to the growth of the market, which is sustainable.
Strengthening Charging Infrastructure
Range anxiety can be reduced by developing a Supercharger network in partnership with governments and utility companies, which will help increase public confidence and awareness. UK requires infrastructure investment through more than 300,000 public EV charging points that are supposed to be in place by 2030 (National Grid, 2023).
Enhance Sustainability Leadership  
Recycling of batteries and renewable energy storage will enhance the sustainability leadership at Tesla and achieve circular economy objectives. Governments and customers expect sustainable supply chains (UNEP, 2022).
Enhance Customer Service and After-Sales Service.
The Customer Service centers, Customer Service support and communication with customers should be enhanced to increase loyalty.
[bookmark: _o0d3x6duwrpy][bookmark: _Toc228044092]8. Conclusion
Tesla, Inc. has had a major impact on the automotive industry and is expected to accelerate the shift to electric vehicles in the UK. The external environment shows increasing competition, but also supportive government policies and positive social attitudes toward sustainable transport. Internally, Tesla has strong technological capabilities and good understanding of the market, which strengthen its position.
However, to succeed in new markets, Tesla needs to adapt to local conditions. For further growth, it may need to expand its manufacturing presence, diversify its products, and develop stronger partnerships. To maintain its position in the UK, Tesla should continue focusing on innovation while ensuring its operations remain efficient, resilient, and sustainable.
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