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The report represents an analysis and evaluation of Tesla's competitive strategy. Analysis shows that Tesla utilises a differentiation strategy that features innovation leadership, cost leadership featuring vertical integration and economies of scale, technology leadership and market expansion to stay competitive. The report finds out that Tesla is in a good position because it utilises excellent competitive strategies. Evidence suggests that competitive skills have allowed Tesla to stay consistent in terms of revenue increase since 2014. However, the major issues are the allocation of more resources to cope with innovation, cost leadership, and the relevance of the organisation in the future. Recommendations suggest that the company needs to concentrate on product differentiation more to capture a wider consumer base with a variety of products that have different quality and price. 
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[bookmark: _Toc160719252]Introduction
Companies have demonstrated their capabilities in having the best competitive strategies, making them relevant in different industries. Industries such as the automotive require good competitive strategies because of the level of competition, given the improvement in the level of technology witnessed. Tesla is among the companies that have utilised its competitive strategy to become relevant in the automotive industry (Zaidat, et al., 2023). Tesla is an American company established in 2003 by Martin Eberhard (Saxena and Vibhandik, 2021). The company's product range includes manufacturing domestic energy storage technology, sport utility vehicles, and electric cars (Wang, 2023). Tesla is considered one of the core competitors in the energy and automotive industry because it has channelled its production on new technology. The production and selling of the different Tesla models, including the Tesla Semi, cyber truck, Model X, Mosel S, and Model 3, has proven the company's consistency in the automotive industry (Saxena and Vibhandik, 2021; Shen and Zeng, 2022). Tesla has been identified as one of the most innovative companies in the world. The level of innovativeness from the company works effectively through the various strategies considered fundamental for companies. Therefore, this report aims to analyse Tesla's journey, with the main focus on understanding the competitive and developmental strategies of the company while focusing on the effectiveness of the strategy the company is utilising. 
[bookmark: _Toc160719253]Objectives
In achieving the strategic management evaluation of Tesla, this report will revolve around three objectives.
1. Identification of Tesla’s Competitive Strategy.
2. Evaluation of the Effectiveness of the Company’s Competitive Strategy
3. Recommendation for Tesla’s future.
[bookmark: _Toc160719254]Scope
This report focuses on the identification of Tesla’s competitive strategy, evaluation of the effectiveness of the strategy, and making recommendations for the company’s future strategic development.
[bookmark: _Toc160719255]Objective 1: Identification of Tesla’s Competitive Strategy.
Tesla utilises different competitive strategies which have proven their significance in building the competitive nature of the company. The first competitive strategy is the differentiation strategy, which features performance, design and innovation leadership (Islami et al., 2020). According to Saxena and Vibhandik (2021), Tesla concentrates on the use of innovation leadership, featuring cutting-edge technology that is connected to new things almost every year. Over the past few years, Tesla has been introducing different updates, improvements, and features on its vehicles. This is among the strategies to ensure that they are relevant in the automotive industry through staying competitive. Besides, design and performance are also featured in the differentiation strategy because the company keeps on introducing new and sleek designs such as the Cybertruck and the latest model of the Tesla electric car. 
The second competitive strategy the company is utilising is the adoption of cost leadership through economies of scale and vertical integration. Cost leadership strategy is witnessed through the company leveraging economies of scale to ensure that the company has enhanced its level of competitiveness (Hensmans, 2023) Leveraging economies of scale connects to the reduction of per-unit production costs. The company utilises economies of scale to ensure that it acquires better deals from its suppliers. The deals revolve around the optimisation of logistics and acquiring discounts from big sales. This strategy has allowed competitive prices to exist compared to other companies offering the same product (Ding and He 2022). Besides, economies of scale have improved production efficiencies, especially in opening different Gigafactories in Berlin, Shanghai and Nevada (Giménez, 2022 and Zhou, 2022). Vertical integration is also identified under the cost leadership strategy, and this includes setting in place different production stages from raw materials to finished products. In the manufacturing of electric cars, the company concentrates on vertical integration of electric drivetrain production and battery manufacturing. Vertical integration is witnessed through the use of Gigafactories in manufacturing the battery for the cars (Liu and Zhou 2022). In-house manufacturing of the batteries ensures that cost is managed, quality is maintained, and reduce potential risks that can be found within the supply chain (Qiao, 2023). 
The third strategy identified within Tesla is technology leadership, which comprises Over-the-are (OTA) updates and autonomous driving technology (Shen, 2023). The company's technological and innovation leadership concentrates on the development of autonomous driving technologies. The autonomous technologies feature Full-self-driving (FSD) and autopilot. This is witnessed within its cars, including the Model S Tesla, which can take a person from one place to another (Shen, 2023). Besides, the OTA updates are different software that the company uses to make updates to the vehicles, improving their performance. Technology and innovation leadership improves the sales of the company's products because it reflects on the changing patterns of the world, which corresponds to new technology (Hetzel, 2021).
The last competitive strategy identified within Tesla is global presence and market expansion. Tesla's market expansion strategy has proven its competitive level and encouraged diverse customer bases. Among the company's market expansion strategies is the establishment of Gigafactores in automotive-catered countries such as Germany and China (Cooke, 2020). The competitive strategy is considered an offensive competitive approach because the company concentrates on improving its market share by improving the products and services the consumers get. The improved level of technology has seen the development of emerging markets, and this is where the company gains most of its new consumers. Besides, this strategy establishes the presence of economies of scale through increased sales volumes.
[bookmark: _Toc160719256]Objective 2: Evaluation of the Effectiveness of the Company’s Competitive Strategy
The four identified competitive strategies from Tesla have proven to be effective and require proper evaluation. The first strategy under consideration is technological leadership, which is dominant at Tesla. Technological leadership is effective in the company because it features the existence of a premium image. Premium image establishes brand differentiation, and Tesla is utilising this to market its products (Dai, 2020). Technological leadership has facilitated the improvement of product quality, which has facilitated the increase in sales of the company's products. While focusing on model X/S cars, Tesla has witnessed over 200% sales of the two cars from 2020 to 2023. The number of sales of the two models in 2020 was 499, 000 and there which improved to 1.8 million in 2023 (Shen, 2023). The competitive strategy has proven its effectiveness because of the sleek design that consumers want to make purchases. The strategy is advantageous because it facilitates brand differentiation, and this is what most consumers love. Cybertruck is one of the products that brings differentiation for the company's brand, encouraging consumers to make purchases to have new experiences (Lang et al., 2021). However, as presented by Shen (2023), the technology leadership has its disadvantages. One of the disadvantages is the increased level of technological development. This encourages more research to ensure the company is relevant in the automotive industry. Therefore, Tesla suffers from overextending budgets, which causes strain on its financial resources. Despite the profits obtained by the company, it could be more if more resources were not required for research and development.
The report identified cost leadership as another competitive strategy within the company. Cost leadership within Tesla features vertical integration, which the company identifies to reduce production costs by more than 12%. Vertical integration under cost leadership has ensured quality assurance, especially on the products that are manufactured in-house. This identifies that products such as batteries are of higher quality. The quality of the batteries and other products that are used within the vehicles have facilitated the increase in the number of ales the company obtains. When analysing the sustainability model, Yahdiyani et al. (2023) identified that Tesla's revenue is high because of the competitive strategies on cost control. 
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Figure 1.1: Tesla Revenue since 2008 (Statista 2024)
Figure 1.1 illustrates the revenue Tesla acquired over the past ten years. According to Statista (2024), the company's 2023 revenue was 96 billion dollars. This justifies the effectiveness of the different strategies that the company utilises to stay competitive. The use of vertical integration and economies of scale has elevated the production and quality of the products, meaning that the consumers can acquire the products they demand at a higher quality than the competitors. On the other hand, the research by Yahdiyani et al. (2023) talked of competitive catch-up established vertical integration. General Motors and Ford Motor Company are at the forefront of using the same competitive strategies. This is a disadvantage for Tesla because they are caught up in their level of production and ability to stay relevant in the automotive industry.  Another disadvantage is the operation complexity, which can be hard for companies such as Tesla to maintain large-scale production. Maintaining economies of scale requires the integration of return on investments. However, this might be compromised by small mistakes in the production within the company.
The third competitive strategy identified is technological leadership, which is fundamental within Tesla. The utilisation of technology leadership as a competitive strategy has facilitated the development of various advantages within Tesla. The first advantage is setting a competitive edge in place through its products. Tesla was among the first companies to launch automotive driving technology, which was one of the significant moves within the automotive industry. According to Kosuru and Venkitaraman (2023), autonomous self-driving was one of the greatest interventions that would help people move from one point to another. This technology facilitated an increase in the number of consumers buying cars. Besides, this constituted the development of a revenue of more than 96 billion, which was achieved in 2023 (Statista 2024). Furthermore, the strategy generates a market differentiation, generating an increase in the number of consumers because of their uniqueness through the use of technology. Among the disadvantages that can be captured from the competitive strategy are the potential risks of cyber security and data privacy. The increase in the number of hackers puts the company's products to the test. Most consumers prefer not to make Tesla purchases because they fear being stolen.
The last strategy identified was global presence and market expansion, which has identified its effectiveness within Tesla. The first effectiveness that keeps on recurring is the increased revenue the company has witnessed over the past few years. The market expansion, especially the development of gigafactories in different regions across the world, has increased production, which has spiked higher sales. While reflecting on Figure 1.1, the revenue for Tesla has been increasing since 2014 until now. This is because of the establishment of the Nevada Gigafactory in 2014 and others that came on later, such as the Germany Gigafactory established in 2022 (Shead, 2022). The advantages of the competitive strategy include accessing emerging markets and improvement of economies of scale. However, the disadvantages identified within the competitive strategy include economic and political risks, especially the one witnessed in 2020 during COVID-19. Despite Tesla's flourishing in 2020 during the pandemic, the strategy it is using can be adverse when political risks occur.
[bookmark: _Toc160719257]Objective 3: Recommendation for Tesla’s future.
The current competitive strategies for Tesla have proven their significance in the success the company is witnessing. However, several recommendations will enhance the company's competitiveness against its competitors (Islami et al., 2020; Ali and Anwar 2021). The first recommendation is to improve product differentiation to feature more products. Tesla should concentrate on its product portfolio to ensure that its consumers get different products and services from the company. When analysing the products manufactured and produced by Tesla, they are not varied. The Tesla models are less than 10, meaning that the consumers are not getting the variety they might require based on their tastes and preferences. Therefore, concentrating on product differentiation will not only allow ease in penetrating the market but also allow the development of products that fit consumers' budgets.  Through conducting a longitudinal study on the importance of product differentiation, the study by Chen et al. (2023) identifies it to increase customer base in different regions. Implementation of the strategy will allow Tesla to stay competitive, especially by conquering companies such as Toyota and Nissan that have dominated the world. 
The second recommendation that the company can utilise is sustainable practices, which should fully concentrate on the manufacturing process.  According to Setyaningrum et al. (2023), the sustainability of businesses establishes more concentration and focus from the consumers. Tesla has been identified as a sustainable company because of the manufacturing of electric vehicles. However, the manufacturing sustainability of the company is not considered 100%, meaning that consumers might prefer other companies. Sustainable practices in the future will stand out for the company because they will enhance brand appeal and address different regulatory trends (Nasifoglu et al., 2020). Besides, some countries want a product that has been sustainably produced, meaning Tesla will acquire a competitive advantage through that (Maradin et al., 2022).
Another recommendation is for the company to be involved in strategic partnerships with the government and other organisations. Competitiveness at Tesla requires the integration of improved levels of infrastructures such as roads. Therefore, the company's partnering with different governments across the world will allow for the improvement of such infrastructure, allowing consumers from such countries to make purchases of the products. Electric vehicle use in the world is low, given that more developing and underdeveloped countries lack the ideal infrastructure. This means that the percentage of the consumers Tesla considers as potentially small. However, expanding the projected number of consumers through improved technology acts as an effective way to stay competitive. Besides, consumers want to purchase products from companies that have promoted their level of infrastructure. Despite the move being complex, especially in terms of the required expenses, this will be one of the most significant markets for the company in years. The recommendations have proven some complexities because of the different regulations that countries or regions have, but Tesla can overcome this and establish itself within the industry. Furthermore, other recommendations might improve the company's level of competitiveness in the future, including investing more in battery technology and focusing on educating consumers about the company’s products and services. 
[bookmark: _Toc160719258]Conclusion
This research has developed various insights into a competitive strategy that exists at Tesla. The competitive strategies identified include a differentiation strategy that features innovation leadership, cost leadership featuring vertical integration and economies of scale, technology leadership and market expansion. The identified strategies have demonstrated consistency in making Tesla competitive, causing an increase in revenue and increased ranking for the organisation. Besides, the report has pointed out that Tesla is focusing on an offensive strategy, which ensures that the industry changes. The offensive competitive strategy, being a corporative strategy, has proven the consistency of Tesla in using technology for development and increasing its relevance within the market. The Porters. Generic Strategies have been identified in each of the competitive strategies that Tesla is concentrating on, including differentiation and cost leadership. The report has made recommendations for the organisation and identified the need for Tesla to concentrate more on product differentiation, which would encourage the existence of a variety of products that would have different costs. The report also identified that Tesla should concentrate and invest more in sustainable production practices. Sustainable production encourages more customers to purchase from the company, knowing that the company is protecting the environment. Tesla should also concentrate on joining hands with other organisations and governments to improve infrastructure so that their products might acquire more consumers. This research has offered a comprehensive look at Tesla; however, future research should concentrate on the identification of the advantages and disadvantages of the recommendation made for a company. The analysis of the recommendation would allow ease in demonstrating how effective it will be when the company utilises it.
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