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Executive summary
Tesla, a pioneer in electric vehicles (EVs) and sustainable energy, has revolutionized the automotive industry. Founded in 2003, Tesla's mission is to promote clean energy and sustainable transportation. By combining elements of cost leadership, differentiation, and focus strategies, Tesla has gained a competitive advantage. While the company excels in technology leadership and corporate social responsibility, it faces challenges such as limitations in its new sales model and potential market focus risks. To sustain growth, Tesla should focus on continuous innovation, expand into clean energy solutions, franchise sales, and strengthen partnerships for efficient supply chains. Overall, Tesla's strategic approach has solidified its position as a market leader, poised for continued success in the electric vehicle and renewable energy markets.
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[bookmark: _Toc24515][bookmark: OLE_LINK3]1.Introduction
[bookmark: OLE_LINK1]Electric vehicles have a long history compared to gasoline powered vehicles. Due to multiple oil crises, large car companies have attempted to produce electric vehicles on a large scale, but all were failed. However, as an American electric and clean energy company, Tesla has gained fame in the industry with its innovation, sustainability, and leadership (Dong Y., 2019).Tesla promotes clean energy and sustainable transportation to reduce environmental impact (Impact Report, 2021). The company's product line includes sedans, SUVs This includes a range of electric vehicles, including sport utility vehicles. In addition, Tesla has entered the field of clean energy technology, providing solar products and energy storage equipment, such as solar roof panels, to achieve more sustainable electricity use.Through continuous innovation, Tesla's product line meets the needs of the high-performance automotive market and provides practical solutions for environmental protection and sustainability. This article will provide a detailed introduction to Tesla's mission, product line, founder and their influence, as well as its initial goals and financial support. These key aspects will help to understand Tesla's history, competitive strategy, and unique position in the sustainable energy and electric vehicle markets. This document aims to analyze and evaluate Tesla's competitive strategy and provide recommendations for future development. By studying Tesla's development history, competitive strategy, and challenges, we have provided useful insights and suggestions for the company's further development.
[bookmark: _Toc13252]1.1Background of Tesla
[bookmark: OLE_LINK4]2003 was a dark year for the development of electric vehicles. After the launch of George W. Bush, oil prices fell and new energy car subsidies were abolished. General Motors announced that all of the produced EV1 electric vehicles will be recalled and sent to the processing plant for polishing and incineration (Dong Y., 2019).Tesla has defied the odds, growing from a small startup to become a global leader in new energy vehicles. As the world's most renowned pure electric vehicle company, Tesla is headquartered in Silicon Valley, California, USA. It was co-founded by Martin Eberhard and Marc Tarpenning (Dong Y., 2019), both of whom are among the most accomplished founders of American internet businesses in the late 20th century. Eberhard is a highly skilled engineer with a strong sense of social responsibility. He is concerned about the reality of global warming. He hopes to replace petrol cars with new energy. Tesla was founded on July 1, 2003, with the clear goal of developing electric vehicles. The company was named Tesla in honor of the great inventor and electrical engineer Nikola Tesla (Dong Y, 2019).
2. [bookmark: _Toc1567]What is the competitive strategy?
The development of a competitive strategy has been discussed in strategic management for almost thirty years. Today, a renowned scientist quotes the definition of strategy: strategy is a set of goals, policies and plans that together define the size of a company and the ways it can survive and succeed (Rumelt, 1991).Competition strategy is a plan for organizations and businesses to develop in the long run, and is aimed at dominating them in a specific market or industry compared to competitors. These strategies usually enact the goal making, the allocation of resources, the target market, and the choice of customer groups and the implementation of the goal. Competitive strategies help companies differentiate between themselves and competitors, increase market status, increase market share and achieve long-term benefits(Pisano, V. and Hitt, M.A., 2012). The establishment of competitive strategy generally considers the external environment, industry dynamics, consumer needs, and the resources and abilities of the company itself (Pisano, V. and Hitt, M.A., 2012).
3. [bookmark: _Toc24548]Porter’s generic  strategies
There is a close link between the competitive strategy and the overall strategy of the Potter (1980), which can be understood as a concrete representation of the competitive strategy, and can be understood as the basis for competitive strategy.Porter's book on competitive strategy (1980) gained significant attention in the field of strategic management literature (Miller and Friesen, 1986). According to Porter, a competitive strategy involves finding a favorable competitive position within an industry, and organizations can choose to upgrade or downgrade their position based on their strategy. Porter (1980) introduced three classic types of strategies, which have been widely adopted by scholars (Miller and Friesen, 1986). They are cost leadership, differentiation, and focus who can help businesses gain competitive advantages in the market, achieve long-term profits, and grow (Tanwar, R.2013).
Tesla has also developed a combination of different general strategies proposed by Porter (1980), especially in its core business areas, —— electric vehicles and renewable energy technologies. Here are some of Tesla's general Porter strategies:
[bookmark: _Toc27717]3.1Cost Leadership
This strategy emphasizes efficiency. It is typically produced at a lower price and is a basic low-cost product offered to a very large customer base.To maintain this strategy, it is necessary to constantly look for ways to reduce costs in all areas of the company (Tanwar, R. 2013).
Porter (1985,pp.127-28; 1990, p.38) stressed that differentiation is also often incompatible with cost leadership. It is also hard to see in Tesla's competitive strategy.
Tesla does not adopt the cost driven strategy as its main competitive strategy, and adopts differentiation and technical lead strategies (Jie L., 2022). But Tesla still takes some measures to cut costs in some aspects, and has some advantages in some areas. Through the implementation of the scale economy, the optimization of supply chains, and the improvement of production processes, Tesla can reduce the manufacturing cost of electric vehicles to some extent and provide relatively competitive prices.
For example, Tesla has adopted a minimalist product design strategy, such as canceling the sunroof configuration, as research has found that the sunroof is used less frequently, increases costs, and compresses interior space. In addition, Tesla is promoting hardware generalization and platformization, with Model 3 and Model Y achieving a hardware generalization rate of 75%, sharing battery packs, electrical components, etc., and reducing costs（Fuquan Z.,2013）. By sharing software systems and platform architectures across vehicle models, production costs can be further reduced（Fuquan Z.,2013）.
Tesla executive Martin Viecha (2017) believes that reducing production costs is also important for automotive companies. He believes that the most important indicator of the electric vehicle industry in the coming years is the cost of bicycles, which will determine production. The scale and influence of automotive companies. As for how Tesla reduces costs and improves efficiency, Martin Viecha (2017) points out that this is not related to reducing the cost of technologies such as batteries. But it involves improved car design, making production and manufacturing processes easier (Simiao D., 2022).
[bookmark: _Toc5506]3.2Differentiation
The aim of differentiation is a broad market, including the creation of a product or service that is considered unique in the entire industry (Tanwar, R., 2013).
Levitt (1980) pointed out that anything can be distinguished, and even goods can be distinguished. However, in price sensitive markets, prices are often uniform, so businesses can gain a competitive advantage by achieving service based differentiation (Davini, 1994, p. 48; Friedman, 1983, p. 54; Gail and Buzel, 1989; Hambrick, 1983).
Even Caves (1987, p.22) also acknowledges that there is a possibility that some undifferentiated products may achieve some difference due to the reliable delivery of sellers and the reputation of the provided support services. For unique sales and service models, Tesla employs a direct selling model, bypassing traditional car dealerships, and directly performing customers and sales and services (Fuquan Z., 2013). At the same time Tesla purchased a car online and offered its own services such as telemedicine and repair services to improve customer experience and differentiate it from traditional car manufacturers (Fuquan Z., 2013).
[bookmark: OLE_LINK7]In addition to differences in service and sales models, its products are superior to other competitors in terms of design, performance, and technology(Tanwar, R., 2013). For example, Tesla's electric vehicles stand out due to their high performance, long driving range, advanced autonomous driving features, and excellent user experience. This differentiation ability helps Tesla establish brand loyalty in the market and attract consumers(Tanwar, R., 2013).
[bookmark: _Toc7260]3.3Focus
In this strategy, companies focus on selected target markets to gain competitive advantage in efficiency rather than efficiency. Ideal for relatively small businesses, suitable for all businesses (Tanwar, R.2013).As a key strategy, it can be used to select targets that are less susceptible to alternative solutions or less competitive to achieve above-average investment returns (Tanwar, R., 2013).
Tesla does not adopt the traditional focus or focus strategy, which is the same as the cost leadership strategy. However, while Tesla does not explicitly adopt the focus strategy, the following features can be observed:
· Tesla's product positioning is clear, primarily focusing on electric vehicles and clean energy technology. While offering multiple models, its product line remains concentrated on providing electric vehicle solutions, enhancing Tesla's competitive position in the electric vehicle market.
· Technological innovation: Tesla is committed to maintaining a leading position in the field of electric vehicle technology and continuously introducing new technologies and features. Although other companies are also catching up, Tesla remains one of the leaders in this field, indicating its focus and professionalism in specific areas.
Overall, Tesla has adopted a hybrid strategic approach, incorporating elements of cost control, differentiation, and focus from Porter's generic strategies. This approach helps Tesla gain competitive advantage and profitability in the electric vehicle and renewable energy sectors, driving sustained growth and market share expansion.
4. [bookmark: _Toc30476]Strategic Evaluation
The strategic evaluation for Tesla can be divided into two aspects: advantages and limitations.
4.1 [bookmark: _Toc29813]Advantage
4.1.1Technology leadership and focus on corporate social responsibility:
[bookmark: OLE_LINK6] Tesla is a technology leader in the fields of electric vehicles and renewable energy, with competitive advantages in performance, range, and intelligence in its products (Xiaoqiao G., 2016). Its continuous technological innovation and R&D investment enable it to maintain a competitive advantage in the market.Meanwhile, in 2021, Tesla's global automotive group focused on electric vehicles and clean energy technology. Energy storage and solar panels have reduced customers' carbon dioxide emissions by 8.4 million metric tons equivalent (Impact Report,2021). It can be seen that Tesla actively fulfills its social corporate responsibility and has a positive impact on the company's reputation. Research has found that if a company has a sense of social responsibility, it will increase profits to a certain extent, and there is a positive correlation between the two (Wartick, S.L. & Cochran, P.L. ,1985). Monopolists seeking maximum profits have a certain motivation to demonstrate a sense of social responsibility (Fukuda, K.,&Ouchida, Y. ,2020).
4.1.2 Innovative sales and service model:
Tesla effectively reduces inventory and fund allocation through direct sales of orders. The deposit obtained can be used to organize production. At the same time，Direct sales transactions can reduce the distance to consumers, get the most direct and effective information feedback, and the adaptability and rapid responsiveness of the product can be improved, thereby improving the market competitiveness of the product, improving user experience and loyalty (Dong Y., 2016).
4.1.3 Concentrating on the dominant market and understanding the needs of customers: 
By focusing on electric vehicles and clean energy technologies, Tesla can focus on distinct market segmentation and respond better to the needs of the target market. And focus strategies allow Tesla to better understand the customer needs and preferences of the target market and to better design and provide products and services that meet customer expectations
4.2 [bookmark: _Toc575]Boundedness
4.2.1.  Supply chain risk:
In order to reduce costs, companies can choose to cooperate with low-cost suppliers, which can reduce the supply chain risks such as quality problems, delivery delays, etc. It will possible to increase production and distribution. For example, supply chain instability can lead to production interruptions or delays, and production expansion and capacity expansion also require significant resources and time (Zhihong Z., 2023).
4.2.2 The new sales model has its drawbacks:
Although the direct sales model has advantages, it also has disadvantages. Tesla's sales were significantly impacted by the introduction of an independent offline experience store. This is because all aspects of site selection, interior design, customer experience design, recruitment, and employee training are the sole responsibility of the store, which affects the speed of store expansion , lacks fast expansion and effective and thishas had a serious impact on Tesla's sales  (Dong Y., 2016). 

4.2.3Excessive focus on focus strategy: 
Excessive focus on specific market segments can cause Tesla to be overly sensitive to market changes and risks. As soon as the market encounters difficulties or slumps, Tesla's performance and profits can be severely impacted. In addition, the lack of development opportunities in other areas that limit the possibility of diversification and business expansion will affect future growth and development.
In summary, Tesla has significant advantages in technological innovation, brand influence, and product diversification, but still faces challenges such as product costs, supply chain management, market competition, and regulatory uncertainty. Therefore, Tesla must take effective measures to address the challenges it faces and continue to improve its competitive strategy to maintain its leading position in the electric vehicle market.
5. [bookmark: _Toc31616]Recommendations
[bookmark: _Toc18894]5.1Make use of an advantage
5.1.1 Continuous technological innovation and research and development: For Tesla, differentiation and technological leadership are core competitive strategies, but to play a role, global innovation must be adhered to: innovation not only includes technological and product innovation, but also operational management innovation. Innovation in business models and production methods. For example (Fuquan Z., 2023).
· Tesla can increase R&D investment to launch new products in areas like new energy technology, autonomous driving, and renewable energy. Improving product productivity and intelligence will meet diverse customer needs, enhancing competitiveness and market position.
· Technical cooperation with other industries: Tesla can collaborate with companies, research institutions, etc. to jointly build other industries, develop new technologies, expand new application areas, and achieve cross-border technological innovation.
5.1.2 Developing clean energy and environmental sustainability solutions:Tesla can further develop its sustainable energy business, including solar panels, energy storage systems, and more. By providing a complete set of clean energy solutions, Tesla can expand its service range to meet the needs of different markets and customers. Tesla can further strengthen its focus on environmental sustainability, promote the deployment and promotion of clean energy, reduce negative impacts on the environment, and actively assume corporate social responsibility(Impact Report,2021).
[bookmark: _Toc2785]5.2 Overcome limitations
5.2.1 Faced with issues such as independent offline experience stores, sales can be franchised, which can reduce redundant steps, improve the efficiency of branch expansion, save time and costs. Therefore, combining direct sales with licensed sales is the best choice for Tesla's future (Dong Y., 2016).Tesla can also offer product experiences and sales services through online channels such as virtual showrooms and online consultations. This helps to expand the sales offer, improve convenience and reduce dependence on the store.
[bookmark: OLE_LINK2][bookmark: _GoBack]5.2.2  While building stronger supply chains and production systems, seek new strategic partners. Among the above limitations, enterprises have advantages in choosing cost leadership strategies, but are prone to facing supply chain risks（Zhihong Z.,2023）. Therefore, Tesla must strengthen its partnerships with suppliers, invest in technologies and facilities that optimize supply chain management processes, improve production automation and efficiency, or find new suitable partners. These partnerships make up for its shortcomings in certain fields, which may take the form of technology cooperation, supply chain cooperation, or market cooperation. Tesla can better respond to market demand and competitive pressure by building more stable and efficient supply chains and production systems.

6. [bookmark: _Toc29984]Conclusion
In conclusion, Tesla's competitive strategy, rooted in differentiation, technological leadership, and market concentration, has propelled the company to the forefront of the electric vehicle and clean energy sectors. Despite facing challenges, Tesla's commitment to innovation and sustainability positions it for continued success. By leveraging its strengths and addressing limitations through strategic initiatives, Tesla can maintain its leadership and drive further growth in the industry.
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