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Strategy Formulation Plan for Tesla
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Electric mobility is transforming the profile of the transportation sector in the wake of the fourth industrial revolution. Governments and automobile manufacturers are encouraging EVs, thus the electrification of passenger vehicles is a global phenomenon that will be spreading on a wider scale. This essay on electric mobility throws light on the different perspectives on electric mobility as the future of transportation. 
The analysis reveals that Tesla’s strategic resources consist of its technology capabilities, vertical integration, charging ecosystem, brand equity, software capabilities and vehicle data. Nevertheless, the firm faces serious issues such as tougher competition, shrinking automotive revenue, profit margin pressures, regulatory risk, reputational risk and reliance on a concentrated vehicle portfolio. In 2025, Tesla made a revenue of $94.83 billion, which is less than $97.69 billion in 2024. Besides, the net income attributable to common shareholders also showed a huge drop (Tesla, 2022).
Tesla is suggested to impost ecosystem-based differentiated growth strategy which combines more accessible electric vehicles with recurring software revenues, energy storage, charging infrastructure and selectively commercialised autonomous-driving technology. Also, this would lessen reliance on vehicles and enhance Tesla’s competitive position in the long-term.
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Strategic management is the process of scrutinising, planning, and implementing decisions that will affect the future and direction of the firm. Further, it helps the firm gain a competitive advantage through Europe and internal implementation (Hernandez et al. 2011). In other words, strategic management is a process which firm needs to manage purposeful change. Furthermore, this is a major challenge in industry undergoing rapid technological and competitive change. The advantages which you once had which are now merely historical are no longer useful for sustaining high profitability. 

The establishment of direction through a strategic management system, along with the ensuing improvement in the availability of resources. The essential anticipation of events by managers. These events are outside the economic unit. A business enterprise must align its internal riders with the emerging opportunities in the market. Plus, the four organizing principles of the paper give us a way of integrating opportunity identification, capability development, risk management, capture logic and issue management and challenging each rigorously. The interlocking activities and assessments of this set help identify the key issues facing the firm so that focused action can occur. Teece, Pisano, and Sheun note that firms operating in an environment of rapid technological change require dynamic capabilities that enable them to identify opportunities and reconfigure organisational.
According to (Cortes et al. ,2019), the Tesla product range includes the luxury car and sport utility vehicle segments, while also engaging in the production and sale of powertrain parts along with renewable energy generation and storage products.
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Tesla, Inc. is an American automotive and clean energy company that was incorporated as Tesla Motors. This company is in Texas, USA. Since 2003 this company serves the global markets. The firm was starting to transition from specialized electric-vehicle maker to global enterprise.  Also, the trend mainly adopts any design, manufacture operation, develop and sells electric vehicle (Tesla, 2026).
Tesla operates in the global automotive and energy sectors, but its corporate positioning is increasingly at the intersection of transportation, energy, robotics and artificial intelligence. Car companies usually had dealership network and significantly outsourced the technology in their cars. On the contrary, Tesla created a somewhat vertically integrated business model covering engineering of the vehicle, battery tech, manufacturing, software, direct sales and charging.
Tesla has adopted a differentiation strategy through the integration of its products, which means customers are not just buying an electric car but entering a smart interconnected system. The company has manufacturing plants in the major markets: the U.S., China and Germany. As a result, it is in direct competition with mainstream players Toyota, Volkswagen, BMW, General Motors, and Chinese manufacturers like BYD, which are becoming powerful players in the EV category. Electric vehicles have moved from a specialist category to a mainstream car competition, making this competitive scenario much tougher.
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Strategic intent links the mission and vision of a company with quantifiable strategic objectives that establish the overall strategy of an organization over the long term. The aims of Tesla are to accelerate the world’s transition of sustainable energy (Tesla, 2025). The goal of the company is no longer just making cars. Instead of just making cars, the company believes in creating the most compelling car company of the 21st century by driving the world’s transition to sustainable energy. In this sense, more sustainable means...
Thus, we can decipher Tesla’s vision as ensuring transportation and energy would be more sustainable, smarter and more automated in the future. Instead of merely competing as a conventional carmaker, the firm seeks to unify physical goods and software, artificial intelligence, self-driving technology and energy infrastructure.
Integrating Tesla Energy with Electric Vehicles is Tesla’s Strategic Goal; Steps Are Being Taken to Integrate Tesla Featuring Photovoltaic Energy Storage and Electric Vehicles Business. The boost will help in energy storage deployment and battery technology, vertical integration, increased investment in artificial intelligence (AI) and software, localization of supply chains and R&D initiatives, increasing revenues from artificial intelligence (AI)
This strategy intent demonstrates an ambitious differentiation strategy. Strategic objectives must balance techno-ambition with commercial execution more. Tesla, thus, calls for tangible goals related to auto-market share, operating margins, recurring software revenues, energy-storage growth, customer satisfaction and geographic diversity in place of largely production growth.

[bookmark: _Toc235951211]Tesla’s Current Performance

Tesla’s performance lately implies big organisational scale and growing competition. According to its 2025 form 10-K, total revenues were about $97.69 billion in 2024 and nearly $94.83 billion in 2025. Total automotive revenues were $77.07 billion and $69.53 billion, respectively while net income attributable to common shareholders was almost $7.09 billion and $3.79 billion, respectively (Tesla, 2026). Indicates the considerable pressure on Tesla’s core automotive business due to competitive, pricing and.
The performance of the energy business provides a different angle on what Tesla has been doing in 2025. Revenue from energy generation and storage rose from about $10.09 billion in 2024 to $12.77 billion in 2025.  (Tesla, 2026) Tesla’s avenues for future growth seem to be expanding beyond just passenger cars. By the end of 2025, the company had around $44.06 billion in cash, cash equivalents and investments which enhances its ability to fund technology development and capital expenditure.
Upon closer examination, the vehicle-market performance remains a struggle behind the rosy financials.
 In 2025, approximately 164 million vehicles were delivered by Tesla. This means it is down yearly. BYD surpassed Tesla in global battery electric vehicle sales (2026a). The marketplace itself is growing You should change it and make it original again.
Electric-car sales worldwide surpassed 17 million units in 2024, according to the International Energy Agency (IEA, 2025). 
In a distant kingdom, there was once a princess called Snow White, who was beautiful. The queen was jealous because of how beautiful she was. However, Snow White’s good nature did not let the queen’s behaviour bother her. The queen ordered for Snow White to be killed because she wanted to be the fairest of them all. They say pride always comes before fall; the queen had a downfall of arrogant behaviour.
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External Environmental Audit: PESTEL and Porter’s Five Forces

Tesla operates in a complex macro-environment. Governments significantly shape demand for electric vehicles through subsidies, trade policies, and environmental regulations. Government backing could hasten implementation; on the flip side, the removal of incentives may suppress demand. In addition, Tesla’s supply chains around the globe are at risk from tariffs and geopolitical tensions.
Tesla's economic strategy of cutting production costs and launching cheaper products is a positive move. Economic conditions also matter, as interest rates, inflation, the price of energy and the spending power of households will influence vehicle affordability.  In light of economic uncertainty, consumers may choose to postpone decisions on replacement purchases of electric vehicles that tend to be main consumers.
In terms of Tesla’s social aspects, it can be said that environmental awareness and increasing adoption of electric vehicles will foster the demand for electric vehicles. That also, in the future. Consumers increasingly demand EVs to deliver environmental benefits at costs, quality, range, digital capabilities and ease of charge that are competitive.  The industry is seeing swift advancements in battery technology, AI, connectivity, and more. 

Environmental pressures Favor Tesla, as the decarbonization of transport remains a key climate policy objective. Tesla advised how its customers avoided more than 30 million metric tonnes of CO2-equivalent emissions in 2024 whilst the global Supercharging network was matched with renewable energy (Tesla, 2025). Nonetheless, a sizeable amount of risk exists about legal risks relating to autonomous-driving regulation, product liability, data protection, and intellectual-property disputes and vehicle-safety standards.

Tesla faces significant competitive pressure as per Porter’s Five Forces model.  The competition is very stiff with established global manufacturers and fast-growing Chinese EV companies. BYD’s growth suggests that Tesla no longer has a unequivocal leadership position in battery electric vehicles (Reuters, 2026a). The power of the buyer in the electric vehicle (EV) industry is moderately strong, as buyers can compare EV options with increasing ease. Moreover, there is not much cost involved in switching between automobile brands.
Moderate power of supplier. Although Tesla’s vertical integration limits reliance on some external suppliers, battery minerals, semiconductors and specialist components are still important. The possibility of new entrants is moderate due to huge capital along with engineering skills, regulatory approval and producing large scale. Even so, Chinese EV makers show that backed entrants can build big positions. Threat of substitutes is medium like hybrid vehicles, public transport, mobility services, etc. Tesla functions in an appealing expanding market however one that is increasingly affected by rivalry and margin pressures.
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A SWOT analysis reveals strong strengths and critical weaknesses. Tesla is recognized globally for its software, know-how, battery capabilities, customer relations, and charging infrastructure, among other things. Their network of Supercharger stations is their most popular strategic asset. According to (Tesla , 2026), major automotive manufacturers have adopted the North American Charging Standard, which has enhanced the strategic relevance of infrastructure designed primarily for Tesla owners. 
The company’s weaknesses include reliance on sales volumes of model 3 and model y, exposure to price competition, declining recent auto revenue and reputational reliance on high-profile senior leadership. Moreover, product concentration becomes a risk when rivals introduce cars in more market segments.
Tesla will push through the current troubles and will emerge stronger as management is all for it. The company’s long-term opportunities are vast and varied, resonant with Tesla’s unique position in the automotive and future energy sectors.
A detailed understanding of Tesla’s competitive advantage invoked by resources, capabilities and competencies. As per (Barney, 1991), the resources which can maintain advantage need to be valuable and rare. In addition, they also need to be difficult, and organisation should be exploiting these resources effectively. Tesla has amalgamated software, data, chargers, factory expertise and brand allowing it to create tremendous value. While it's possible for competitors to imitate individual technologies, it doesn't fully explain the full extent of Tesla's advantage.  The entire ecosystem cannot be recreated as it requires high capital, time and complementary capabilities. Due to the extensive investment in infrastructure already made and network, Tesla’s charging network is likely difficult to reproduce in the near-term.
Tesla’s value chain enhances these resources. Battery engineering, software and AI at research and development are creating value; manufacturing activities primarily through scale and process innovations; direct distribution is providing customer data; post-sale software updates are maintaining relations with vehicle owners. In a departure from the conventional automotive value chain, in which dealerships control much of the customer interface after production, car manufacturers have been given a greater degree of freedom than ever before.
According to BCG, Model 3 and Model Y are like a cash cow. They bring in high revenue and should be protected against rising competition. An energy storage business is booming. The growth potential is high, and it belongs to the stars category. Mobility and robotics remain a question mark as the market may be huge, but the commercial outcomes are still not clear. Tesla must not permit speculative future businesses to consume resources without milestones.
(Teece, Pisano and Sheun ,1997) opine that the dynamic-capabilities theory is particularly appropriate since a company that competes in a knowledge intensive environment, increasingly depends on an entity’s ability to sense opportunities and to seize them and to reconfigure resources as circumstances change. The Tesla strategic management model includes all the adjustments that are needed for this type of group.
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Tesla must develop ecosystem-based differentiated growth, instead of being mainly dependent on vehicle volumes or price cuts.  According to(Porter, 1996), a sustainable strategy must involve distinctive activities that do not compete with a rival’s same activities. 

To build affordable cars quickly, Tesla must develop simple production scalable platforms. Lower-cost vehicles would allow price-sensitive customers to have access to them while strengthening Tesla’s position against Chinese rivals. Nonetheless, we must achieve affordability mainly by means of manufacturing efficiencies – not via constant price cuts which erode margins and vehicle residual values.
In addition, Tesla must create recurring digital revenues with connectivity, self-driving functions, entertainment, predictive maintenance and intentionally designed subscription offerings. As a result, the installed vehicle fleet can become a long-term revenue-generating platform.
Tesla needs to establish energy storage as a “core” growth business rather than a side show. The increase in energy revenue and deployments indicates attractive diversification potential (Tesla, 2026; Tesla, 2026). Ultimately, Tesla needs to continue opening charging infrastructure to other manufacturers turning the Supercharger network into an industry platform.
As a result, the strategy would reposition Tesla from being primarily an EV manufacturer to an integrated sustainable-mobility and energy ecosystem. It decreases reliance on car unit sales and creates several connected sources of a customer lifetime value.

[bookmark: _Toc235951215] Conclusion and Recommendations

According to Italian automotive expert Francesco Taddei, companies such as Tesla are changing the car segment. The business has a competitive edge in opposition by virtue of its historical advantage in electric vehicles, software, batteries, manufacturing innovation, charging infrastructure.
The analyses from outsiders demonstrate that the EV sector is developing into a more mature and competitive segment, owing to powerful Chinese manufacturers, established car manufacturers, price pressure, regulatory uncertainty, and consumers with learning attitudes.  An internal analysis reveals that Tesla has several useful strategic resources including its tightly integrated technological ecosystem, Supercharger network, software capabilities, manufacturing know-how and financial balance sheet resources. The automobile industry is seeing their revenues and profits decline, and these resources will not ensure continuing dominance without strategic change.
You need to open a new link in the strategy context to use four Clarkson Clark. The focus now includes cost-effective EVs. Increasing the revenues of software and services. Rapid progress of energy storage development. Wider earning potential for charging network providers. Investment in driverless and AI technologies must go on but technology, regulation and commercial rules must govern.
Tesla has an advantage over its rivals because it could integrate transport, energy, infrastructure, software and AI into a system that will be difficult to rival. This sustainable competitive advantage will be much bigger than just making more EVs.
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