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Abstract
This report critically evaluates the developmental and commercial strategies employed by TESLA , noting their strengths and weaknesses and makes recommendations for its future direction whilst also noting potential threats to its success.
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1. Introduction 
The aim of this assignment is to identify and evaluate the strategic approach implemented by a large company. The company I have chosen to evaluate is Tesla. 
Tesla manufactures cars, specialising in the production of electric, self-driving vehicles that appeal to a wide range of consumers, and are designed to speed up the transition of society towards the use of electric vehicles (Tesla, 2023). 
Under the stewardship of Elon Musk, Tesla became an innovative presence within the global car industry with commentators such as Mangram (2012) arguing that the products developed by Tesla instigated a shift across the whole sector, such that traditional car manufacturers have evolved their value proposition to develop their own electric range.  In order to effectively disrupt the market in this way Tesla developed a comprehensive strategy, which sought to maximise the internal expertise within the organisation to capitalise on the opportunities presented by the external market (Mangram, 2012). 
This report will draw on published literature and industry reports, in order to understand and critically analyse Tesla’s strategic approach. Firstly, it will provide a brief outline of Tesla’s background and structure, then it will provide an overview and evaluation of the specific strategic approach implemented by Tesla, identifying strengths and weaknesses of their strategy by reviewing published literature. The report will conclude by suggesting future strategies, designed to maximise the organisations’ performance and strengthen its position within the evolving automobile sector as well as highlighting some external threats that the company should bear in mind. 

2. [bookmark: _Toc128654479]Tesla Overview 
[bookmark: _Hlk128990924]Founded in 2003 by Eberhard and Tarpenning (and soon after Wright) Tesla’s primary organisational strategy was to develop fully electric vehicles as part of the organisation’s mission to accelerate the worlds transition towards sustainable energy with its first objective being to produce a premium electric sports car (Roadster). Elon Musk recognised that this shift towards electric vehicles presented  an opportunity to create a unique value proposition within the industry and he invested in Tesla in 2004, taking an active role and becoming company chairman. In 2010 Tesla was floated on the NASDAQ market and has since grown to become an industry leader and one of the most valuable global organisations (Bilbeisi & Keese, 2017).
In 2012 Tesla stopped producing the very expensive Roadster to focus on more accessible lower priced models and a small range of high-performance, clean energy electric vehicles that were both high quality and affordable for the mass market, was developed (Hardman et al, 2015). Tesla currently produce four models, the S (“Sedan”), X, Y (a SUV), and 3, whilst continuing to evolve their product portfolio. As well as research and development into electric vehicle technology, Tesla continue to develop their value proposition by investing in self-driving technology, which they intend to rollout throughout their range over the next decade, if  legislation changes (Tesla, 2023). 
Through significant investment in innovation and research and development, Tesla were able to disrupt the automobile market and grow brand equity significantly, due to the innovative nature of their products (Hardman et al, 2015). Its  share price grew exponentially between 2015 and 2022, becoming the most valuable company in the world at one point, despite failing to record a profit and continuously suffering from issues with the value chain.  Subsequently, Tesla have grown their production facilities and workforce and significantly improved their internal capabilities to meet growing global demand, becoming the most renowned electric vehicle brand in the world (Bloomberg, 2023).
Tesla organises itself functionally into centres (design, technology, engineering, sales, marketing)  emphasising planning, organising, coordinating, command and control. It has 19 factories, including 5 giga factories ( USA-3, Germany -1, China -1) each undertaking specific areas of manufacture, e.g. batteries and seats, in California, casting equipment in Michigan). (Tesla 2023). Tesla also manufactures solar panels and has acquired battery manufacturing companies so that it can incorporate new kinds of battery-related technologies into its vehicles (Shipley, 2023).

[bookmark: _Toc128654480]3.	Strategy 1. Research and Development 
Tesla has turned the established motor industry upside down. In analysing its strategies, it becomes apparent that the most important one implemented, since Musk became CEO, is the focus on R&D. The vehicle market was one of the most established global markets and therefore, in order to disrupt it, any new entrant had to have a value proposition which was both innovative and unique, in order to overcome the prevailing high level of consumer satisfaction and loyalty to traditional manufacturers (Chen & Perez, 2018).
Musk pursued a strategy that leveraged electric vehicle technology to differentiate Tesla from the established car makers, who were ill prepared to compete, as they fought amongst themselves for the combustion engine market. To grow Tesla’s market position and become a leader, Musk invested heavily in R&D to optimise the effectiveness of their electric vehicle range and its appeal to the mass market, despite public misconceptions about electric vehicles (Ahmad & Khan, 2019). 
As part of his commitment to R&D Musk sought, and succeeded, to recruit the best talent to Tesla by targeting employees of leading technology organisations (Apple, Google, Facebook) rather than car industry executives (Alghalith, 2019). Huang (2019) questioned this approach to recruitment, because the complex logistics required to mass produce and market vehicles does require significant levels of expertise and experience.  Although it was risky, Alghalith argues that the disruptive innovative nature of Tesla’s value proposition can be attributed primarily to the expertise within the organisation, which has unrivalled foresight compared to other motor manufacturers. Indeed, it was its innovative future plans for the business, as presented to the market, which enabled it to attract significant investment, despite little evidence of production capabilities (Alghalith, 2019). Tesla were able to deliver futuristic concepts which captured the imagination of consumers and investors, and this strategy was a crucial factor behind the success of the organisation, such that in January 2020 Tesla’s market capitalization reached $107 billion, becoming the world’s second most valuable vehicle company behind Toyota (Shipley, 2020).  Despite this stock market success, Huang (2019) argues that too much focus was placed on R&D, and that overlooking the importance of  logistical industry experts was detrimental to the organisations’ ability to deliver their strategy, which proved costly to the business as it struggled for profitability over the first ten years of Musk’s stewardship, although Hardman et. al., (2015) counter that R&D is the core pillar of Tesla’s success and critical to its future.
Tesla’s unique approach was to build cars as it would a software product, in a manner analogous to Apple’s iPhone, thus enabling a more agile approach to upgrading the car’s software functionality in contrast to the traditional car industry approach. Tesla’s vehicles are significantly simpler than their internal combustion competitors which, having significantly fewer parts per vehicle, dramatically reduces the total cost of ownership by comparison (Shipley, 2020).

4. [bookmark: _Toc128654481]Strategy 2: Mass Market Appeal 
The second strategy to analyse is how Tesla sought to appeal to the mass market. Electric vehicle use was minimal when Musk took over, but he recognised that the enormous changes occurring as a result the need to decrease fossil fuel  would drive a shift to electric vehicles presenting an opportunity to create a unique value proposition within the industry and he  capitalised on this potentially significant future market niche, by designing and producing desirable but affordable electric vehicles (Teece, 2018). 
To ensure that the businesses value proposition appealed to the mass market, Musk aimed to design a product that was comparable to the premium range of core competitors, benchmarking against notable brands like BMW, Mercedes and Audi (Teece, 2018). At the time, Tesla’s market research indicated that consumer sentiment towards existing electric and hybrid vehicles was extremely low; many customers perceived them as inferior to fuel powered alternatives. Tesla identified that if they could develop a brand that would influence consumers’ perception of electric vehicles, they would be able to unlock a market niche with significant growth potential and become the market leader (Teece, 2018). This was a bold move for Tesla; it is very rare that new car manufacturers are able to develop a product range with mass market appeal, at the same time as competing with the established sector brands, not least because of the financial muscle that those organisations have. Due to the strong barriers to entry, rivalry amongst competitors and supplier power,  selecting a strategy which sought to target the mass market was a high-risk, high-reward strategy (Perkins & Murmann, 2018).
When developing a product targeted at the mass market, a critical element of the strategy is to ensure that the business understands the needs of consumers and devises a marketing strategy which clearly communicates the benefits that consumers will receive from interaction with the brand. For Tesla, in order to overcome the barriers to entry for a business that had limited operational capacity, it was imperative that communications were executed effectively, to tell the story of the brand to consumers. Musk’s approach was to develop a very strong brand identity which altered consumer perceptions of electric vehicles and, indeed, forced other major car manufacturers to invest heavily in developing their own electric car range (Eisler, 2016).  The unique characteristics  of Tesla’s value proposition- a premium yet affordable electric vehicle range- resonated strongly with consumers and the brand’s value grew exponentially in the early years, with demand for Tesla vehicles significantly outpacing their availability (Eisler, 2016). 
[bookmark: _Toc128654482]As the organisation matured, and operational capabilities grew, Tesla were increasingly able to meet the demand and significantly increased their market share. Thus, Tesla were able to utilise strong branding to execute their mass market strategy and disrupt the sector through their innovative product development approach (Teece, 2018). 

5. 	Strategy 3 Innovation (self-driving)
Tesla’s final core strategy is to be innovation led. Much of the innovation in the automobile sector over the last two decades has been focused on fuel efficiency and performance improvements, with most of the major players sharing a similar value proposition. Tesla cleverly recognised that they could differentiate themselves from the established competition, a clear target for their disruptive market entrance approach, through an innovation led approach (Kim, 2020). 
As mentioned earlier Tesla recruited individuals from the technology sector to lead their R&D, as they sought to move away from the traditional fuel efficiency, design and manufacturing approach within the industry towards a more technologically advanced product concept. By leveraging the technological expertise of these employees Tesla managed to integrate advanced technology into their vehicles to maximise performance and customer experience and even further innovate through the development of an in-vehicle computer (Thomas & Maine, 2019).  The primary use of the in-vehicle computer is for standard functionalities such as air conditioning, sat nav, and in-car entertainment, but research suggests (Kim, 2020)  that consumers believe that the advanced computer system in Tesla vehicles substantially increases their desirability, as it is unique to Tesla. Tesla recognise the additional value that this creates because they can add features to the vehicles continually through remotely managed software updates, thus allowing Tesla to improve the in-vehicle experience continuously for consumers, enhancing brand equity and strengthening the relationship between customers and brand (Han 2021). 
A fundamental part of Tesla’s  plans has been investment in pioneering self-driving technology, which they have identified as a key element of brand’s future identity. Current legal restrictions limit the viability of self-driving vehicles, but Tesla have continued to invest heavily in this technology (Han, 2021).  Investing thus has been extremely costly for Tesla and may not have been the most effective use of resources, especially considering that the business has struggled to meet consumer demand over the last 10 years, due to operational inadequacies. It could be argued,  when the significant expense incurred is set against the failure to solve the ongoing safety concerns which have precluded the legislative changes required for it to be viable,  that this element of the Tesla’s strategy has failed, (Greenblatt, 2016).
[bookmark: _Toc128654483]
6.	Recommendations
Clearly Tesla’s strategic approaches of focussing on innovation and targeting the mass market for electric vehicles have been core drivers of their success. It is therefore valid to build on existing capabilities of the business when devising future plans.  
To continue the growth trajectory of the business and capitalise on the continuing growth in demand for electric vehicles, Tesla should seek to further their appeal to the mass market by developing vehicles aimed at the lower and mid-range market, a with  low-range but high quality vehicles such as a hatchback  and a saloon which would be affordable to an even greater consumer segment i.e. lower income earners (Teece, 2018).  By expanding their range at the lower end Tesla would consolidate their position as the leading brand in the electric vehicle sector and ensure that they are in an insurmountable position of strength as the industry transitions further towards majority electric vehicles (Eisler, 2016).  
There are further opportunities for Tesla to exploit, with respect to its leading role as a software car. There are security risks associated with software cars, as with any kind of connectivity, but Tesla could exploit and expand its leadership role by demonstrating how to manage those risks effectively. Traditional car manufacturers are trying to catch up on the software front and given how far behind they are, they will likely do what legacy software companies do when start-ups disrupt their core markets - buy competitors to consolidate the market, so Tesla must also watch out for this (Shipley, 2020). 
While the outlook for Tesla is good, there are external factors that may impinge on how successful they will be and so it is also recommended that Tesla undertake regular SWOT analyses. The threats are clear -the impact of CO2 emissions  on global warming and climate change, mean  major economies are moving away from fossil fuel usage  but not all  countries agree on the  time scale needed for changes to be made hence there is significant jeopardy that further major world calamities  could impact the global economy leading to world recession and a contraction in the car market. Recent history is replete with examples - shutdown of production during Covid19 (Collie et al., 2020), the shortage of commodities such as rare earth metals endangering battery manufacture (Azevedo, et.al., 2022) and the huge impact of the war in Ukraine (Silberg, 2022).

[bookmark: _Toc128654484]7.	 Conclusion 
In conclusion, this report has forensically analysed the strategic approach implemented by Tesla, assessing the positives and negatives of their approach and using this to develop a recommended future strategy that will help the business succeed going forward. The report started by providing an organisational overview of Tesla, the background to the company and the success that the business has achieved thus far, despite the operational challenges that they have faced. The report then identified the core strategies that have been implemented by Tesla including, investment in R&D led by individuals recruited from the technological sector, a strategic decision to target the mass market despite the significant barriers to entry in this market sector and finally an innovation led approach which has resonated with consumers but also seen significant financial capital invested in self-driving technology that remains restricted by government legislation. It explained how traditional car makers were ill prepared to compete in today’s software-centred world. Unlike Tesla, they were big, bureaucratic and slow to respond to customers, dependent on providing customer financing for unit sales growth, and culturally different from a software company. Tesla’s speed in innovation in the market for high-end vehicles is more like Apple or Google than a vehicle manufacturer. Its resilient market valuation is a clear warning to all car manufacturers of the need to innovate (Shipley 2020).
By identifying the core strengths of Tesla this report has been able to recommend a future strategy for Tesla, which leverages its innovation and R&D capabilities to extend their product range to appeal to consumers with a lower budget, to further the organisations mass market appeal. This report has identified that by implementing this strategy, Tesla will be able to significantly increase the scope of their potential consumer base and strengthen their position in the fastest growing sector of the automobile industry, electric vehicles. 
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