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[bookmark: _Toc223219137]Executive Summary
In this report, Tesla's strategy in the current automotive industry is reviewed. The shift in the industry is also taking place rapidly due to electric cars, digital technology, stringent environmental regulations, and international competition. Tesla is a top-performing company in the electric vehicles sector that is highly innovative, has brand strength and technology in batteries. Nevertheless, the company is experiencing reduced growth in revenue and is competing on prices and with powerful competitors like BYD and Toyota. The report analyses the external and internal environment of Tesla based on the strategic tools of PESTEL, Porter's Five Forces, SWOT, VRIO, and value chain. These reviews indicate that Tesla possesses resources and opportunities, but also has to deal with risks of competition, economic pressure and supply-chain problems. According to these results, the report comes to a new solution: expansion into emerging markets with affordable electric vehicles. Such a move will boost sales, expand internationally, and contribute to Tesla's green energy. The report concludes that keeping the balance between innovation and cost efficiency will enable Tesla to have a long-term competitive advantage in the global automotive industry.
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[bookmark: _Toc223219138]Introduction
Strategic management refers to the strategic planning and management of the long-term direction of a firm to enable it to gain a competitive advantage. It assists organisations to understand the internal strengths and external environment, which enables them to make superior business decisions (Johnson et al., 2023). Strategic management is highly significant in the automotive industry since the companies experience high rates of technological change, consumer demand and government regulation. This report dwells upon Tesla, which is one of the most successful electric vehicle companies in the world. The aim of the report is to discuss the competitive environment of Tesla and discuss its existing strategy based on the established strategic tools: PESTEL, Porter's five forces, SWOT and VRIO analysis. These instruments assist in determining the opportunities, threats, strengths, and weaknesses that determine the performance of the company (Grant, 2021). The report is divided into various sections. To begin with, it gives some background information about Tesla and its strategic intent. Then it examines the existing performance and competitiveness of Tesla. Lastly, it suggests a new approach and provides suggestions for success in the future of the global car industry.
[bookmark: _Toc223219139]Background
Tesla, Inc. is a multinational corporation headquartered in America and was founded in 2003. It develops and markets electric vehicles, battery storage and solar energy products. Tesla's car models are Model S, Model 3, Model X, Model Y, Cybertruck, and Tesla Semi. Other energy products that the company offers include Powerwall, Megapack, solar panels, and software services, including Autopilot and over-the-air updates. Tesla is a company in the world car and clean energy sector that is currently shifting with remarkable speed towards the electrification and greener technology (IEA, 2024). Tesla has its headquarters in Austin, Texas, USA, with key factories in the United States, China and Germany. These giant Gigafactories assist the company in manufacturing vehicles and batteries in large volumes (Tesla, 2024). Over the past few years, Tesla has emerged as one of the most successful manufacturers of electric vehicles in the world in terms of market value and technology, which has to compete with other manufacturers like BYD, Toyota, and Volkswagen (Deloitte, 2024). Its highly developed brand image and technology on battery make it play a significant role in the international EV market.
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Figure 1: Tesla, Inc. (Tesla, 2024)
[bookmark: _Toc223219140]Strategic Intent
The strategy of Tesla is informed by a concise vision and mission. The vision of the company is to have a clean and sustainable energy future. It also aims to speed the world's transition to sustainable energy by ensuring that it uses electric cars, battery storage, and solar energy. This vision is significant since it is demanded by governments and customers that transport is low-carbon, and strict climate policies are pushing companies to green innovation (IEA, 2024).
The primary goals of Tesla are to remain the leader in the global electric car market, enhance battery efficiency and price, expand the charging network, and increase the volume of production by means of new Gigafactories. Development of autonomous driving software and customer digital services (Deloitte, 2024) are among the other goals of the company. The importance of these objectives is that good technology and scale will help Tesla keep up with the emerging EV rivals like BYD and mainstream auto manufacturers. The unambiguous strategic intent encourages the long-term growth and brand value, as well as the sustainability performance in the rapidly changing automobile industry.
[bookmark: _Toc223219141]The Current Performance of the Company
The current financial performance of Tesla presents its growth and new challenges. Tesla had a total revenue of approximately £77.3 billion in 2024 (equivalent to 97.7 billion), only approximately 1 per cent greater than the previous year, which is slower than the progress in the previous years (Tesla, 2025). Nevertheless, the profit margins declined as Tesla cut the prices of vehicles to remain competitive and incurred more expenditure on new factories and technology (Deloitte, 2024). In 2025, it also reported revenue of nearly £75.0 billion (considering it to be in dollars of 94.8 billion) and a reduced annual profit due to intense international competition and weak demand in certain markets (IEA, 2024).
In 2024, Tesla has produced and sold about 1.7 -1.8 million motor vehicles and continues to be one of the largest electric vehicle manufacturers in the world, with about 15 -17% of the global motor vehicle EV market share (IEA, 2024). The stock of Tesla has remained fairly high in comparison with the traditional automobile firms due to the anticipation of investors that battery technology and autonomous driving systems will grow in the future.
The main strengths of Tesla are that it has a high brand reputation, high battery innovation, vertical integration, and a global network of Superchargers. These are resources that provide Tesla with a competitive advantage. Nevertheless, other issues affecting Tesla include price wars, rapid expansion of the Chinese market by such companies as BYD, product recalls, and weaker demand in Europe and China (Deloitte, 2024). In general, Tesla is still a market leader that needs to regulate expenses and enhance innovation to achieve success in the long run.
[bookmark: _Toc223219142]Strategy Analysis
[bookmark: _Toc223219143]External Environmental Audit
PESTEL Analysis
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Figure 2: PESTEL Analysis (Deloitte, 2024)
Tesla is a fast-evolving company that deals with the automotive business in a global environment, influenced by technology, regulation, and economic pressure. These external factors can be explained by a PESTEL analysis.
	Factor
	Impact on Tesla

	Political
	The USA, EU, and China have government EV subsidies that hype the EV demand, yet trade conflicts and trade tariffs are escalating the cost of the supply chain (IEA, 2024).

	Economic
	Inflation and elevated interest rates decrease consumer buying power, which slows down the growth of EV sales in certain markets.

	Social
	Consumers are more likely to use green transportation, which promotes the use of EVs and promotes the brand of Tesla.

	Technological
	The innovation in batteries and AI is fast-paced and opens opportunities, yet it demands a large budget for research.

	Legal
	Safety regulation, autopilot investigations and recall risks increase the cost of legal compliance (European Commission, 2025).

	Environmental
	The clean-energy strategy of Tesla is supported by the climate policies that compel companies to minimise carbon emissions.



Porter’s Five Forces Analysis 
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Figure 3: Porter’s Five Forces
	Force
	Impact on Tesla

	Industry Rivalry – High
	The traditional automobile manufacturers, such as Toyota and the companies with high growth rates of EVs, such as BYD, are strong rivals of Tesla. In China and Europe, the level of price competition is high.

	Threat of New Entrants – Medium
	Tesla is safeguarded by high-investment and technology requirements, yet new EV start-ups and technology companies continue to enter the market (Porter, 2008).

	Supplier Power – Medium
	Tesla relies on lithium and battery substances, but vertical integration minimises the risk.

	Buyer Power – Increasing
	The prices of EVs can be easily compared by customers, which obliges Tesla to reduce prices (Adams, Alldredge and Kohli, 2025).

	Threat of Substitutes – Medium
	Hybrid vehicles, petrol cars, and public transport are still options.



[bookmark: _Toc223219144]Internal Environmental Audit
SWOT Analysis
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Figure 4: SWOT Analysis (Lynch, 2021)
	Strengths
	Weaknesses

	Strong global brand and innovation image
	High vehicle prices compared to mass-market cars

	Advanced battery technology
	Production delays in some models

	Vertical integration and Gigafactories
	Limited product variety in low-cost segment

	Global Supercharger network
	Customer service complaints in some regions

	Opportunities
	Threats

	Growth of global EV demand
	Strong competition from Chinese EV makers

	Expansion in emerging markets
	Price wars reducing profit margins

	Battery cost reduction
	Government policy changes

	Autonomous driving services
	Raw material shortages




VRIO Analysis 
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Figure 5: VRIO Analysis (Lynch, 2021)
	Resource
	Valuable
	Rare
	Hard to Imitate
	Organised
	Result

	Brand reputation
	Yes
	Yes
	Yes
	Yes
	Sustained competitive advantage

	Battery & software technology
	Yes
	Yes
	Medium
	Yes
	Temporary advantage as rivals improve

	Supercharger network
	Yes
	Yes
	Yes
	Yes
	Strong long-term competitive position



Tesla has the main resources that address most of the VRIO requirements, and it explains why the company is still the leader in the EV market (Barney, 1991).
Value Chain Analysis
Tesla has control over large areas of its value chain, such as battery design, automobile software, production, and direct online retailing. This vertical integration enhances quality assurance, lessens the reliance of the supplier, and accelerates innovation over the traditional automakers (Burrow and Becraft, 2020). Gigafactories also reduce the costs of production at Tesla. Nevertheless, heavy investment in factories, AI technology, and research makes it risky in terms of finance when the demand in the world falls or when the competition based on prices is fierce.
Overall Evaluation
The external environment of Tesla presents substantial opportunities due to the growth and sustainability policies of EV, but there are stiff competition and pressure on the economy that decreases profit margins. Tesla has good technology, brand power, and scale advantage internally, yet needs to enhance its cost efficiency and product variety to compete with the lower-cost EV manufacturers. To be competitive in the long-term, the automotive industry, be it globally, needs to make strategic decisions that balance between innovation and affordability.
[bookmark: _Toc223219145]Strategy Formulation
Tesla has to make powerful strategic decisions in order to keep up with the dynamic automotive market. The company is now pursuing a differentiation approach by using sophisticated technology, excellent brand value, and vertical integration. Nevertheless, the increasing threat of entry by low-cost EV manufacturers (BYD) and commodity ones (Toyota) implies that Tesla should also strive to be affordable and spread into the market.
An Appropriate new Tesla strategy is an Affordable EV Expansion Strategy to new markets. Tesla is experiencing a restriction in growth as many countries are starting EV adoption in Asia, Africa, and Latin America, but the high prices deter it. The International Energy Agency (2024) indicates increasing power demand of EVs in the developing markets. Hence, Tesla ought to create a smaller, less-priced electric automobile upon its previously existing battery system and adaptable manufacturing framework. This will adhere to the market development strategy developed by Ansoff and the cost-leadership approach developed by Porter, allowing Tesla to access a variety of new customer groups without losing technological advantages (Johnson et al., 2023).
The measures Tesla should take to achieve this strategy include establishing Gigafactories in the region, making joint agreements with local battery suppliers, and enhancing software-based solutions, including subscription upgrades. Local manufacturing will also be able to diminish tariffs and supply-chain risks and enhance resilience (Adams, Alldredge and Kohli, 2025). Tesla needs to spread charging infrastructure in new markets as well to gain trust among customers. Such strategy is important because it balances the innovation and the cost. It will not only retain Tesla market share but will also increase its sales volume across the globe and it will assist Tesla in its quest to make a rapid switch to the utilisation of sustainable energy. Through its technology leadership and low cost, Tesla can ensure long-term competitive advantage in the global EV industry.
[bookmark: _Toc223219146]Conclusion and Recommendation
This report examined the strategy of Tesla in the world automotive industry. The results indicate that Tesla possesses good competitive strengths that include innovative battery technology, good brand image, and international charging systems. This is part of its electric vehicle leadership. Nonetheless, the company is also confronted with significant threats, such as the increase in its competition with such companies as BYD, price competition, economic influence, and supply chain risks. The external analysis revealed that Tesla has good opportunities due to government climate measures and increased demand for green transport. Internal analysis revealed that Tesla needs to be more efficient in terms of costs and increase the variety of products to remain competitive. Based on these findings, the report suggested a low-cost electric vehicle approach in the emerging markets. This strategy can boost the volume of sales, enhance the share in the international market and advance the mission of Tesla, which is sustainable energy. To sum up, the key to the successful future of Tesla is balancing between innovation and affordability, building on the partnerships and going global in production. Through proper strategic planning, Tesla can enjoy a sustained competitive advantage and keep on the frontline in transitioning to clean transportation.
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