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[bookmark: _Toc216118680]1. Introduction 
Tesla,​‍​‌‍​‍‌​‍​‌‍​‍‌ Inc. is at the forefront of the change in the worldwide electric vehicle (EV) and renewable energy market. The firm, which was established in 2003 in California, has extended its reach to North America, Europe, and Asia and has become a trailblazer for both the sustainable transport and clean energy sectors. Due to the advent of environmental issues and changes in government policies towards the use of low-emission vehicles, Tesla's global expansion strategy has been led by the desire to facilitate the transition to sustainable energy worldwide. This report serves as a critical appraisal of Tesla's international strategy with a special emphasis on its entry strategy in China. Apart from that, it examines the advantages and disadvantages of Tesla's internationalisation as well as the influence of OLI (Ownership, Location, and Internalisation) factors on the mode of entry in China and the cultural consequences of working in a different socio-economic environment. The report ends with three strategic proposals to Tesla for enhancing its Standard Operating for achieving success over the long term in ​‍​‌‍​‍‌​‍​‌‍​‍‌China.
[bookmark: _Toc216118681]2. Benefits and challenges of international operations 
[bookmark: _Toc216118682]2.1 Tesla as a Multinational Corporation
Usually,​‍​‌‍​‍‌​‍​‌‍​‍‌ a multinational corporation (MNC) is a company that, by way of its ownership or control, has production and distribution facilities in at least two different countries. Tesla, with its closely intertwined global operations consisting of R&D, manufacturing, sales, and after-sales services in nearly 40 countries, is definitely one such company (Tesla, 2024). 
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Figure 1: Tesla's 2024 annual sales by country
Source: (Rest of World, 2024)
The bulk of Tesla’s sales comes from the USA, China, Canada and other developed countries, with the USA’s sales exceeding more than half of million counts cames and China’s sales reaching more than 450k (Rest of World, 2024). In addition to the large Gigafactories in the USA, Germany, and China, the company also has several regional offices, research centres, and service centres scattered around the globe (Han, Liu and Jiang, 2024). Tesla’s multinational nature is maintained by its combining world-class innovation capability in the home country with cost advantages and attractive market access in the host countries. With its transnational presence, Tesla is thus able to achieve a balance between global standardisation and local adaptation through manufacturing, labour and finance, which is a must for MNCs in the high-tech automotive ​‍​‌‍​‍‌​‍​‌‍​‍‌industry.
[bookmark: _Toc216118683]2.2 Global Operation and Value Chain 
Tesla's​‍​‌‍​‍‌​‍​‌‍​‍‌ international business is organised around a single, highly integrated global value chain that achieves maximum innovation, speed, and efficiency. Most of the Research and Development (R&D) is done in the United States, especially in Palo Alto, California and Austin, Texas, concentrating on battery innovation, software, and autonomous driving technologies (Islam et al., 2023). R&D and production hubs in Europe for the regions of Berlin-Brandenburg help the areas with customisation and adaptation to local regulations (Tesla, 2025). 
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Figure: Tesla’s key manufacturing sites
Source: (Ozsevim, 2024)
Tesla's sourcing and supply chain strategies are in line with its vertical integration model, whereby the most vital parts like battery cells and electric motors are either made internally or sourced from strategic partners like Panasonic and China’s Contemporary Amperex TechnologyCo. Limited (CATL). Tesla​‍​‌‍​‍‌​‍​‌‍​‍‌ relies on three international suppliers for their LIBs, including Panasonic, CATL, and LG Chem (Cooke, 2020). In fact, this fusion gives Tesla more power over quality, costs, and intellectual ​‍​‌‍​‍‌​‍​‌‍​‍‌property.
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Figure: Top 5 Lithium-ion Battery Producers by Capacity
Source: (Cooke, 2020)
Production​‍​‌‍​‍‌​‍​‌‍​‍‌, along with Assembly, is done through Gigafactories, which are strategically placed on different continents. Gigafactory Shanghai, which was set up in 2019, is Tesla's first wholly foreign-owned manufacturing plant in China and now makes more than 50% of Tesla's total global deliveries as it reached a major milestone of delivering 1 million EVs by August 2022 (Han, Liu & Jiang, 2024). 
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Figure: Tesla Sees First Ever Drop in Annual Vehicles Sales
Source: (Richter, 2025)
Thus, Tesla delivers the products directly to the customers without the involvement of intermediaries such as traditional dealerships to have better control over the brand and enhance the customer experience. Tesla has sold 1.77 million vehicles in 2024 (Richter, 2025). Understanding the supply system of Tesla, the Chinese unit serves major hub for manufacturing. 
Tesla's worldwide digital platform makes it possible for customers to carry out online purchases, financing, and vehicle servicing in different markets without any hassle. Financing, along with the partnership, works as a support system for the Tesla expansion. As an example, there have been partnerships locally in China which have allowed the company to access government credit facilities, get favourable lease terms and be integrated into the national EV ​‍​‌‍​‍‌​‍​‌‍​‍‌ecosystem (Han, Liu & Jiang, 2024).
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Figure: Milestones and key events of materialising the Gigafactory.
Source: (Han, Liu & Jiang, 2024)
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Figure: Loan for TGS
Source: (Han, Liu & Jiang, 2024)

	Country
	Nominal GDP 2024 (US$ Trillion)
	Source

	United States
	$29.18 trillion
	(World Bank, 2024)

	China
	$18.74 trillion
	(worldbank, 2023)


Table: GDP in global countries 
In 2024, the US had the largest economy in the world with nominal GDP standing at about $29.18 trillion, far much greater than that of China (18.74 trillion)(World Bank, 2024). Despite the smaller size of China in terms of nominal economic growth, its speedy industrialization and robust government-based investment remain making it a strategic engine of growth in the world. In the case of companies such as Tesla, such a difference in strategic opportunities means high-income customers in the U.S. and tremendous scale in China, including a manufacturing advantage, and policy-related promotion of electric vehicles. The knowledge of these GDP differences is useful in putting differences in market potential, regulatory environment, and the long run investment in both nations into context.
[bookmark: _Toc216118684]2.3 Entry Modes Across International Markets
Tesla is employing a plan of complete ownership and local production (wholly-owned subsidiaries) for penetrating overseas markets such as China and India instead of using partners. In this way, the company can manage the processes, save on import duties by manufacturing locally, and tailor products for certain markets. On the other hand, the company's first step in some markets is to export vehicles, usually at higher prices because of tariffs. Tesla uses exporting as a first or a secondary option a few times for certain markets such as the Scandinavian market, typically when they are planning or waiting for full local production (Chen, 2023). Tesla​‍​‌‍​‍‌​‍​‌‍​‍‌ employs the strategy of greenfield investments, joint ventures, and wholly-owned subsidiaries, depending on the regulations and the economic situation of the market it intends to enter (Dai and Zhang, 2022). As an MNC, Tesla established Gigafactory Berlin in Europe through a greenfield investment to be able to have complete control and to safeguard the technology. In China, the first step for Tesla was a wholly-owned subsidiary (Han, Liu & Jiang, 2024). Accordingly, the Chinese government made a considerable policy exception that allowed a foreign automaker to operate without a joint venture. The action points to Tesla’s bargaining power and to China’s eagerness to get the most out of the EV technology ​‍​‌‍​‍‌​‍​‌‍​‍‌transfer.
[bookmark: _Toc216118685]2.4 Benefits of Internationalisation
Tesla's​‍​‌‍​‍‌​‍​‌‍​‍‌ worldwide growth creates several strategic advantages. First of all, spreading operations over different continents reduces the risk of the company that is caused by the decrease in demand of the region, unfavourable regulatory changes, or geopolitical tensions (Babic et al., 2024). Moreover, worldwide production activities allow considerable economies of scale. Thus, it can achieve cost efficiencies by large-scale production, which is especially important for the complicated and expensive production of batteries and drivetrains (IEA, 2025). Besides, the company can also benefit from access to skilled labour and innovation through setting up the engineering and manufacturing facilities in technologically advanced markets like Germany and China (Altenburg et al., 2022). Tesla becomes part of highly qualified local talent pools and sophisticated supply chain ​‍​‌‍​‍‌​‍​‌‍​‍‌ecosystems.  
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Figure: Global electric car sales, 2014-2024
Source: (IEA, 2025)
Such​‍​‌‍​‍‌​‍​‌‍​‍‌ growth is the main driver behind the increase of the company's income and capture of the market share, as access to the major markets like China, which is contributing almost 60% to the total global EV sales, makes the company the first-mover to take advantage of significant growth opportunities (IEA, 2025). To sum up, these worldwide activities are a source of power for Tesla to remain a leader in sustainable development as the company gets in line with different stringent environmental policies across the globe and customers who are becoming more and more conscious of clean mobility ​‍​‌‍​‍‌​‍​‌‍​‍‌solutions.
[bookmark: _Toc216118686]2.5 Challenges in International Operations
However,​‍​‌‍​‍‌​‍​‌‍​‍‌ Tesla has to climb a hefty mountain of barriers while trying to take strategic and operational advantages. It is mostly about the difficulties that arise from the fact that the company operates in many countries. Compliance with regulations is complicated due to the differences in the standards around the world. For example, China's stringent data security laws such as the Data Security Law (DSL) and the Personal Information Protection Law (PIPL) limit the export of vehicle data (Creemers, 2022). Imposition of sanctions, in particular between the United States and China, is one of the major reasons of this unrest of trade and supply ​‍​‌‍​‍‌​‍​‌‍​‍‌chains.
Besides,​‍​‌‍​‍‌​‍​‌‍​‍‌ Tesla has to deal with cultural differences and local consumer expectations while the company is confronting tough competition with innovative Chinese rivals such as BYD (Miller, 2023). 
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Figure: BYD Pulls Ahead of Tesla to Become Largest EV Maker
Source: (Richter, 2025)
Tesla was surpassed by the Chinese company BYD and thus lost the title of the world's largest EV producer. In 2024, Tesla produced 1,774,442 electric vehicles, just 4,500 less than BYD's ​‍​‌‍​‍‌​‍​‌‍​‍‌1,777,965 (Richter, 2025). On top of that, there are still apprehensions about the stealing of Tesla’s intellectual property, even though the company is vulnerable to supply chain disruptions, especially in the areas of semiconductors and battery materials. As a condition for success, Tesla has to be capable of handling these multifarious and intricate market challenges well, particularly in the important Chinese ​‍​‌‍​‍‌​‍​‌‍​‍‌market.
Overall, Tesla’s multinational footprint provides the company with substantial power and makes it possible for the company to have great innovation advantages through the use of global talent pools and supply chains. The Chinese market is a source of immense potential, but at the same time, a pivotal problem that entails regulating the different aspects of the market, consumer preferences, and fierce domestic competition carefully (Ouyang et al., 2024). So, while international status may be an advantage, Tesla’s endurance will depend on how well it converts global strategies into locally viable operations, especially in such vital areas as ​‍​‌‍​‍‌​‍​‌‍​‍‌China.
[bookmark: _Toc216118687]3. Critical Discussion of OLI Factors' Impact on Entry Mode for Tesla in China
[bookmark: _Toc216118688]3.1. Ownership Advantages
Tesla’s main ability depends on its “vertically aligned technology” consists of “industry-based battery tech, Autopilot software and the extensive supercharger network” along with all assisted by the robust brand equity, culture of rapid innovation and substantial intellectual property (Lang, Reber, and Aldori, 2021). These blended assets and tactical management enable Tesla to disrupt the automotive and energy sectors which making a competitive advantage and improves global shift for sustainable transportation(Lang, Reber, and Aldori, 2021). Tesla ownership offers advantages such as lower running costs through cheaper electricity, less maintenance, and potential tax incentives. Owners also benefit from a superior driving experience with instant acceleration, over-the-air software updates that improve the car over time, and access to Tesla's extensive Supercharger network for fast charging.Teslas are known for instant acceleration and a responsive driving experience. It consists of a proprietary network of fast-charging stations, making long-distance travel more convenient and reliable. Over a five-year period, EVs might cost around $2,000 in maintenance and repairs, while a gas car could cost closer to $4,500(Yee, 2024). Unlike other automakers who leverage franchised dealerships, Tesla develops its own network of company-based showrooms, galleries and service centers. This direct ownership model enable in engaging directly to customers, persistent service and avoids the conflict of interest that traditional dealers might have with selling gasoline cars (Morewedge et al., 2021). Its international expansion strategy can includes significant FDI to develop local manufacturing facilities such as Gigafactories in Shanghai, Berlin and Texas. This ownership advantage help Tesla to mitigate costs and enhance market penetration(Morewedge et al., 2021).
[bookmark: _Toc216118689]3.2. Location Advantages (China)
The location of China effectively influenced Tesla’s international market entry mode which resulted in the company implementing the “wholly foreign-owned enterprise (WFOE)” model and invest in extensive localised production facilities such as the “Shanghai Gigafactory” (Abdulhak et al., 2022). These tactics was effectively a response to the unique opportunities and challenges demonstrated by the Chinese market and regulatory circumstances. China’s EV market is the world’s largest, and driven by robust government support, extensive charging infrastructure and high consumer interest in green technology resulted in significant sales volumes, intense competition and a dominant global position in EV production and exports(Abdulhak et al., 2022).. China is considered the largest market with over 11 million EVs sold in 2024, accounting for more than 70% of global EV production and obtaining over 50% market share in new car sales in the later half of the year(IEA, 2025). With the increasing development, China’s market is also fiercely competitive with many brands working to gain market share and faces difficulties as potential market saturation and the need for continued technological advancement. China’s “New Energy Vehicle (NEV)”, policy proactively assisted foreign investment and infrastructure development by focusing on strategic plans such as the NEV Industrial Development Plan (2021-2035), fostering international cooperation in research design and investment along with contributing financial incentives and tax breaks for restoring domestic demand and the overall EV ecosystem (theicct, 2018). Additionally, the local production in China can help in mitigating costs, import tariffs and disclosure to currency fluctuations. Additionally, increasing affordability to local suppliers and advanced manufacturing processes can improve efficiency.
[bookmark: _Toc216118690]3.3. Internalisation Advantages
Tesla’s tactical selection to fully retain its Shanghai subsidiary is a decision driven by the requirement to safeguard its proprietary technology, maintain brand integrity and avoid risks of knowledge gap and potential conflicts in the joint ventures, mainly in the competitive Chinese electric vehicle market (Han, Liu and Jiang, 2024). These internalisation tactics enable the direct domination over core technologies, increasing product deployment and persistent brand messaging. Additionally, Tesla’s internalisation factor is mainly its strategic decision to fully own and control its Chinese operations, including “Shanghai Gigafactory,” impacted the direct market entry allowing technological incorporation, supply chain control and agile market responses to competitions (Han, Liu and Jiang, 2024). Additionally, owning the entire value chain, from production to sales (through online platform and company-owned stores) enable Tesla to be highly adaptable in pricing and responding to local market demands. However, inclusive control over production and sales enables Tesla to develop aggressive pricing strategies and maintain high-profit margins even among the high price wars with the local giants such as BYD (Ispas, 2024). Moreover, instead of traditional joint ventures in the Chinese auto industry, Tesla’s robust internal desire for control and proprietary technology resulted it to select a full ownership model.
[bookmark: _Toc216118691]3.4. Overall evaluation of the impact on the entry mode 
Collectively it can be stated that OLI factors has highlighted Tesla’s greenfield investment in China as the logical tactical choice. Here the integration of the robust ownership and internalisation benefits can engage with the favourable location conditions (Asmussen, Chi and Narula, 2022). This prospect has made full ownership preferable with the joint venture aspect. It has been noticed that, China’s policy and regulatory dynamic factors are remaining consistent. However, Tesla’s achievement in China is highly reliant on the economic, sociopolitical and cultural adaptation factors. These prospects can extend over the OLI’s scope(Asmussen, Chi and Narula, 2022). The “ownership advantage” offers Tesla with the technological, brand and managerial abilities which is crucial while managing business freely (Lang, Reber and Aldori, 2021). Its proprietary innovation, including advanced battery technology, autopilot system and other aspects considered as robust strategic asset that Tesla intends to safeguard from potential knowledge gap which can happen in joint venture. Balancing full ownership enable the Tesla to sustain control over its intellectual property and maintain its global quality norms(Lang, Reber and Aldori, 2021). However, “location advantage”  in China’s EV market, also considered as equally captivating. Additionally, China’s increasingly expanding electric vehicle market, favourable government incentives, robust and efficient manufacturing system and broader supply chain ecosystem made a highly attractive circumstances for investment (Yang, Huang and Lin, 2022). Moreover, developing local production in Shanghai can mitigate logistics expenses, import tariffs and currency subjection, simultaneously enhancing access to the international market landscape. On the other hand, internationalisation factors effectively promoted Tesla’s decision. Through internalising the operation system by wholly owned subsidiary, Tesla has assured persistent management practices, technology incorporation and responsiveness to the local regulatory conditions.
[bookmark: _Toc216118692]4. Critical Evaluation of Cultural Differences Between the USA and China and Impact on Market Entry
[bookmark: _Toc216118693]4.1. Cultural contrasts (USA vs. China)
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Figure : Hofstede’s Cultural Dimensions
Source: (The Culture Factor Group, 2023)
The Hofstede’s cultural dimensions have been used here to critically assess the cultural difference between the USA home country of Tesla and China as an emerging economy of Tesla. Here it is demonstrated about the effect of these countries on managing Tesla’s operation and management system in both regions. From power distance, it has been noticed that USA scored low 40, which presents their demand for equality, participative and free decision-making along with the transparent discussion. Tesla’s USA culture has effectively incorporates with the cultural aspect as workforces are highly assisted for questioning their concepts and innovating prospects (OYLUM, 2024). In comparison to China which has scores high 80 demonstrated peoples accept hierarchical order and authority in their system. 
Hereby, in Chinese operations, Tesla need to implement formal management system and deliver respect for senior for obtaining acceptance among the workforces and business partners(OYLUM, 2024). Focusing on individualism vs collectivism, the USA has scores high as 60 which demonstrates the individualistic societies, valuing individuals’ personal success, independence and self-expression. These components have reflected in Tesla’s organisational culture of innovation and merit-driven rewards (Braje, 2022). In comparison, China is considered as a collectivist by scoring low as 43, which demonstrates group consonance, loyalty and relationships. Here Tesla need to concentrate on teamwork, sustaining partnerships and maintaining harmony in the Chinese work culture (Chumg and Huang, 2021). 
In uncertainty avoidance, although both countries have highlighted around similar scores but US has higher scores relatively. Here it can be stated that Americans are basically more comfortable with risk and transformation incorporating with the increasing innovation of Tesla. Whereas, Chinese culture demands anticipatibility and strong planning while working. Hereby,  Tesla’s strategies in china need to be collaborated with risk management and incorpotes with local standards to mitigate uncertainty(Chumg and Huang, 2021). Lastly, in long-term orientation, China scored 77 as high which demonstrated pragmatic orientation and trust truth reliant on situation, context and time. They have potentiality to adapt traditions easily. Whereas, the USA with short-term orientation highlighted quick outcomes as they are prone to evaluate information for checking authenticity (Gerlich, 2023). They are mirror by “can-do mentality”. Tesla’s achievement in China was highly focused on showing dedication for long-term investment, sustainability and developing strong relations(Gerlich, 2023). Lastly, this cultural comparison framework demonstrated Tesla’s ability to operate globally, and need to maintain american culture of innovation and individualism aspect while operating in Chian’s future-oriented cultural values.
[bookmark: _Toc216118694]4.2. Impact on Tesla’s market entry strategy: 
Hofstede’s cultural dimensions has efficiently impacted Tesla’s market entry strategy in China. It can be stated that for the high-power distance culture in China, Tesla need to implement the proactive hierarchical strategy which can demonstrated respect for the authority and formal decision-making (Hensmans, 2022). This proactive adjustment can enable to developing integrity with the Chinese workforces, working partners and official managers who are demading the transparent leadership and culture. Simultaneously, regarding individualism and collectivism, it has been noticed that Chinese customers delivers greater value on social harmony and group identity (Hensmans, 2022). Moreover, Tesla’s market need to focus on the collective advantages of electric vehicles including national development, environmental consiousnes and protection along with the shared responsibilty rather than the individual prospect. In the context of customer expectations, Chinese customers often collaborate with foreign brands which consist of prestige, validity and sustainability (Cheng and Park, 2023). It can be stated that, Tesla’s brand image for advanced technology and environmental unique innovation properly incorporates with these cultures. Although localising products and services after-sales supports and features aligned with Chinese individuals’ demands which can improve trust and loyalty(Cheng and Park, 2023). 
Lastly, it can be stated that impacted by China’s long-term orientation, Tesla’s success is proactively reliant on developing strong relationships and maintaining strong incorporation with government policies and energy initiatives. 
[bookmark: _Toc216118695]4.3. Impact on operational success 
The cultural dimensions has effectively impact Tesla’s operational success in China. It can be stated that for the high-power distance of China culture, Tesla need to focus on implementing leadership and talent management tactics (Bristol-Alagbariya, Ayanponle and Ogedengbe, 2024). On the other hand, the U.S. model has assisted open discussion and flat hierarchies. Here, Chinese employees need transparent direction and strong authority. Moreover, Tesla’s leaders in China need to embrace a consistent yet respectful management style which maintains direction with the encouragement of innovation (Bristol-Alagbariya, Ayanponle and Ogedengbe, 2024). Moreover, in the aspect of individualism vs collectivism, Tesla required to address that Chinese workforces value teamwork, loyalty and team harmony across the personal success (Wang and Subramaniam, 2023). Additionally, here the reward system can consider as the collective achievement and team-based performance. 
Moreover, for localising products with market, Tesla need to customise its messages for prioritising community, well-being, harmony with nature and environmental sustainability focus which is incorporated with China’s collectivist and long-term culture(Wang and Subramaniam, 2023). Through concentrating on Tesla’s contribution towards cleaner future can aligned effectively than the individualistic aspects. Moreover, it can be stated that for incorporating and adapting with the organisational culture, Tesla need to invest in cross-cultural training for both American and Chinese workforces. These training programs can connect with the communication gaps, and allow for creating mutual respect, foster cultural understanding (Agbai, Agbai and Oko-Jaja, 2024). Through incorporating innovative and low-power distance of Tesla with China’s hierarchy and harmony aspect, this automotive organisation can improve employee involvements and operational achievements.
[bookmark: _Toc216118696]4.4. Critical evaluation
Lastly, it can be understood that the cultural misalignment can effectively prevent innovation and decision-making at this organisation. Tesla’s U.S.-based low-power distance and individualistic culture assisted the freely discussion and increasing innovation through generating concepts (Caprar et al., 2022). Moreover, in the high-power distance and collectivist cultural set of China, workforce may hesitate to challenge the management system for risking the situations. These conditions effectively slowing the innovation in organisation. However, misunderstanding can produce from the different communication standards which can mitigate effectiveness and productivity (Agbai, Agbai and Oko-Jaja, 2024). In spite of difficulties, Tesla’s Shanghai Gigafactory highlighted robust cultural adaptation. However, Tesla localised its management through hiring skilled Chinese leaders for recognisning both Western innovation practices and local hierarchical demands (Agbai, Agbai and Oko-Jaja, 2024). This organisation has promoted robust government collaboration for incorporating with national sustainability goals and implemented operations for respecting local work settings. This proactive balance between Tesla’s global innovation mindset and China’s structured and relation-based circumstances allied for effective production and market performance.
[bookmark: _Toc216118697]5. Major SOP adjustments required to succeeding  
Tesla​‍​‌‍​‍‌​‍​‌‍​‍‌ has to modify and upgrade various parts of its Standard Operating Procedures (SOPs) to secure its competitive position in China and to be able to grow steadily in the long run. The strategic changes that Tesla makes should have these three interrelated aspects, such as localisation and integration into China’s industrial ecosystem, improvement of cultural intelligence and human resource management practices, and conformity with China’s changing governance frameworks (Atar, Wang and Akbaş, 2025). This upgrade would allow Tesla to transfer its global ownership and technological institutional norms to the Chinese market. The SOP changes' execution is necessary not only to make the company more efficient but also to increase Tesla's legitimacy and the trust of a wider stakeholder community, such as employees, customers, suppliers and governmental ​‍​‌‍​‍‌​‍​‌‍​‍‌authorities.
Recommendation 1: Deepen Localisation and Integration
The​‍​‌‍​‍‌​‍​‌‍​‍‌ first and most essential SOP change is the deepening of localisation and integration across Tesla's production, supply chain, and market engagement processes. Tesla's global manufacturing strategy has been characterised mainly by its pursuit of vertical integration, which gives the company the ability to maintain control over its technologies and the quality of production. Nevertheless, China is a market that runs on relational networks, local partnerships, and adaptive innovation (Huang and Li, 2024). In that case, Tesla has to move from being a completely foreign-controlled manufacturer to a semi-localised ecosystem participant in a way that is strategic. It doesn't mean that ownership or technological integrity are being compromised, but rather that partnerships which support long-term competitiveness are being reinforced. For example, Tesla can deepen its collaboration with a local company, including CATL, not only to ensure a steady supply of batteries but also to engage in co-development projects for next-generation battery chemistry, AI-based energy management, and smart vehicle ​‍​‌‍​‍‌​‍​‌‍​‍‌connectivity (Subrahmanyam, 2025).
By​‍​‌‍​‍‌​‍​‌‍​‍‌ linking R&D activities directly with Chinese universities and innovation centres of the government through the formal joint research programs, it will elevate Tesla’s prospects to comply with China's Made in China 2025 and Carbon Neutrality 2060 plans, which will not only increase the company's innovation output but also its legitimacy (Qi and Yu, 2025). Besides, the localisation of supply chains can help Tesla to reduce its exposure to different kinds of risks related to logistics, such as currency fluctuations and trade tensions. Through this way, Tesla will be able to not only cut production costs but also to show its commitment to China's economic development, which is a factor that is highly appreciated by policymakers. Moreover, Tesla needs to modify its SOPs in such a way that local product design and customisation practices are included (Ahmad, 2024). For instance, the creation of smaller, cheaper models that are made especially for the urban Chinese consumers who are efficient, compact design, and digital connectivity savvy would be a better way for Tesla to go beyond the premium segment and deepen its market ​‍​‌‍​‍‌​‍​‌‍​‍‌penetration.
On​‍​‌‍​‍‌​‍​‌‍​‍‌ the other hand, Tesla can strike a deal with Chinese entities like consumer technologies such as Baidu Maps, WeChat Pay, and Alipay for their infotainment systems, which would not only make the user experience more seamless but also strengthen brand loyalty. 
Recommendation 2: Strengthen Cultural Intelligence and Local HR Practices
The second significant change in the SOP of Tesla must be the more rigorous re-evaluation of its cultural intelligence and local HRM strategy since the current practices seem to be inadequate to handle the complexity of the Chinese institutional setting (Cooke, Xiao and Chen, 2021). Although the cultural comparison draws some remarks on the existing differences in the value of American and Chinese managers, the current SOP is mainly allowing culture adaptation as a compliance or awareness problem, instead of a strategic ability. This is problematic. According to Hope et al. (2022), the high power distance in China, collectivism, and favoring relational harmony, direct the expectations of the workplace, decision-making, and communication patterns. It is also a danger to Tesla, which has a culture based in the United States, where power distance is low, people are individual, and they speak directly with one another, as having a local perception of being disrespectful, too confrontational, or lacking in building relationships.
The high dependency on Western assumptions of management in Tesla shows that the company has little knowledge of the high-context communication culture in China. Hence, cultural intelligence cannot be optional, but it should be incorporated as a compulsory part of the SOP. The cross-cultural training of expatriates and local employees, as suggested by Zahoor et al. (2023), should be redefined as one of the primary operational needs. Otherwise, Tesla will run the risk of not handling negotiations, not managing conflicts, and losing credibility among key stakeholders, such as local governments and suppliers, where face, hierarchies, and network-based trust have a potent impact on business success.
Further, the foreign managers do not have systematic advice on Chinese negotiation etiquette and indirect decision-making that Dewitt et al. (2023) mention as the key capabilities of foreign companies in China. The fact that Tesla believes that the global leadership styles could be directly transferred to the local business is over-idealistic and fails to acknowledge empirical evidence of increased failure when MNCs fail to consider the context-sensitive approach. This undermines internal coordination of Tesla and creates a lack of understanding between expatriate leaders and Chinese teams.
To overcome this structural challenge, Tesla must do more than giving training but it must localise the leadership opportunities, which will hasten the process of promoting Chinese managers to middle and senior levels. This reform would minimize cultural tension, internal legitimacy and the over-reliance on expatriates who may never internalise the local norms. It would also facilitate the long-term stakeholder relations as the local leaders normally have more robust relations and more intuitive knowledge of the government expectations.
Moreover, the existing HRM policies of Tesla that are focused on personal performance metrics lack a high level of responsiveness to the collectivistic motivational orientations of China. Individual incentives as practiced in the Western world are especially dangerous to the unity of a group, but studies have found that Chinese workers are more inclined to team rewards, long-term career growth, and recognition (Chakrabarty, 2021). Tesla thus should take a critical look on its reward system by including group performance reward, collective celebrations and community engagements activities that will strengthen belonging and loyalty, which are major psychological factors in Chinese organisational culture.

Recommendation 3: Policy Alignment and Regulatory Compliance
Another​‍​‌‍​‍‌​‍​‌‍​‍‌ major SOP change point for Tesla should be the alignment of its business with the rapidly changing regulations in China. This is especially true for the areas of data security, environmental policy and industrial compliance. China's Cybersecurity Law (2017), Data Security Law (2021) and other regulations have set very strict conditions for foreign companies regarding data collection, storage and transfer of data generated locally (Zhao and Feng, 2021). Since Tesla vehicles are the source of a large quantity of user and sensor data, the company has to be totally compliant by localising its data storage and processing ​‍​‌‍​‍‌​‍​‌‍​‍‌facilities. This​‍​‌‍​‍‌​‍​‌‍​‍‌ involves, among other things, having data centres that are up to standard, located in China and making sure that vehicle data does not go outside China without the permission of the government. Tesla ought to revise its SOPs to also have stringent internal audits, encryption procedures, and openness reports explaining how data is utilised and safeguarded (Krishnan and Shashidhar, 2021). By taking such steps ahead of time, the company would reduce the chances of getting into trouble with the regulators and would therefore be more trusted by the public, especially the Chinese consumers who are becoming more and more concerned about their digital ​‍​‌‍​‍‌​‍​‌‍​‍‌privacy.
Additionally,​‍​‌‍​‍‌​‍​‌‍​‍‌ the sustainability SOPs of Tesla should be in harmony with the environmental and industrial transition strategies of China. Chinese​‍​‌‍​‍‌​‍​‌‍​‍‌ Government's 14 Five-Year Plan emphases on carbon reduction, the introduction of renewable energy, and the electrification of transport (Hepburn et al., 2021). Tesla's eco-friendly strategy, which revolves around the use of renewable energy and the recycling of batteries, aligns well with these environmental goals but still requires some degree of collaboration with the state and local authorities. Through participation in the clean energy industry infrastructure projects such as the installation of solar panels and the creation of the EV charging stations, Tesla can surely become a leader of renewable energy in the local community. Aligning environmental reporting metrics with Chinese ESG disclosure standards would be just as wonderful of a thing if Tesla could do it. Hence, Tesla needs to commit to accountability and ​‍​‌‍​‍‌​‍​‌‍​‍‌transparency.
Besides,​‍​‌‍​‍‌​‍​‌‍​‍‌ due to the unstable nature of global resource markets, Tesla must implement circular economy measures in its Chinese plant by, for example, setting up local recycling centres for lithium-ion batteries and purchasing closed-loop manufacturing systems (Cintra et al., 2025). In addition to meeting environmental regulations, it would also lead to greater cost efficiency and a more sustainable supply ​‍​‌‍​‍‌​‍​‌‍​‍‌chain. Just​‍​‌‍​‍‌​‍​‌‍​‍‌ as pressing is the requirement to enhance Tesla's procedures for handling government relations and crisis management.
[bookmark: _Toc216118698]6. Conclusion 
Tesla's​‍​‌‍​‍‌​‍​‌‍​‍‌ going into China is a major milestone for its international business strategy and global sustainability. According to the OLI framework, Tesla's main assets are technological innovation, brand power, and vertical integration are enough to warrant its solo operations in China. However, Hofstede’s cultural dimension theory point to the need for cultural understanding, local involvement, and trust-based management as key factors in sustaining a competitive ​‍​‌‍​‍‌​‍​‌‍​‍‌advantage. In any case, working in China's tightly controlled automated sector necessitates continuous interaction with the authorities at the national and provincial levels. Tesla's SOPs should reflect the creation of a government liaison office in China that would be accountable for policy monitoring, compliance negotiation, and advocacy for the regulation of the emerging EV sector. For foreign companies, developing relational capital through guanxi is especially important as it facilitates access to information and support from the policy side. A well-designed government engagement framework would enable Tesla to be on the lookout for regulatory changes, such as obtaining tax incentives and thus be free from the risk of operational interruptions. 
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