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Tesla Electric Cars
An analysis of moving production to Romania

1. [bookmark: _Toc134992378]Introduction
The electric vehicle (EV) industry has gained increasing traction in recent years, driven by increasing environmental concerns and rapid advancements in automotive technology. These trends have compelled many governments and organizations to prioritize eco-friendly transport and invest heavily in EV research and development. One of the most influential and well-known EV corporations is Tesla, founded by Elon Musk, with its cutting-edge electric cars and strategic business models. As the company seeks new opportunities to expand its production capabilities and broaden its global reach, this essay examines the prospect of Tesla transferring parts of its production to Romania. The analysis will draw on a variety of theoretical frameworks and apply them to the Romanian business environment, highlighting challenges, opportunities, and potential strategies for success.
Tesla, the world's leading electric car manufacturer, is seeking to expand its production facilities in Europe, and Romania has emerged as a potential destination. The purpose of this essay is to evaluate the potential opportunities and challenges associated with Tesla's prospective move to Romania. The report employs PESTLE analysis and Porter’s Diamond theory to critically analyse the business environment in Romania on various dimensions, and provides recommendations for Tesla to succeed in its new venture. Lastly, relevant environmental analysis and corporate governance theories have been integrated to provide a comprehensive understanding of the situation.
Romania is a country located in South-eastern Europe, boasting a rich history and diverse geographical landscape. As a member of the European Union, Romania maintains close trade relations with other EU countries, and it has experienced substantial economic growth and transitioning towards a market-based economy. Its strategic location places it at the crossroads of Europe, offering access to both Western and Eastern European markets.
To better understand the prospects of Tesla moving its production to Romania, it is essential to analyse the Romanian business environment using established theories. One such theory is PESTLE analysis, which assesses the political, economic, social, technological, legal, and environmental factors influencing a business. Based on this analysis:

[bookmark: _Toc134992379]2. PESTLE Analysis
[bookmark: _Toc134992380]2.1. Political factors
Romania has a stable political environment, which is conducive to foreign investment. The government has been actively pursuing market-oriented economic policies since its entry into the European Union (EU) in 2007 (Delcea et al., 2017). Furthermore, Romania benefits from EU regulations and policies, which promote electric vehicles, reduce carbon emissions and enhance infrastructure development.

[bookmark: _Toc134992381]2.2. Economic factors
Romania is considered one of the fastest-growing economies in the EU, with a compound annual growth rate of 4.1% during 2015-2019 (World Bank, 2020). The steady growth provides a favourable environment for Tesla to invest and grow. Moreover, the availability of low-cost labour and strategic geographical location with good transport infrastructure make the country an attractive destination for automotive manufacturing companies (CIA World Factbook, 2020).
[bookmark: _Toc134992382]2.3. Sociocultural factors
Romanians are increasingly concerned about environmental issues such as air pollution, particularly in urban areas. Hence, there is a growing demand for sustainable transportation solutions like electric vehicles (Delcea et al., 2017). The younger generation is particularly receptive to embracing environmentally friendly technologies (Bratu, 2018). This presents an opportunity for Tesla to market its electric cars in Romania.
[bookmark: _Toc134992383]2.4. Technological factors
The Romanian government's commitment to investing in renewable energy sources and reducing greenhouse gas emissions can create a favourable environment for Tesla (Baciu, 2020). Romania has the potential to become a leading market in electric vehicle charging infrastructure; however, the speed of technological advancement depends on the government's ambition and coherent policy framework.
[bookmark: _Toc134992384]2.5. Legal factors
Being a member of the EU, Romania adheres to the bloc's stringent environmental and safety regulations (European Commission, 2019). These regulations are favourable for Tesla, as they encourage the adoption of electric cars and promote investments in related infrastructure. In addition, the government's efforts to incentivize the purchase of electric vehicles may further support Tesla's presence in the country (Dumitrascu, 2020).
[bookmark: _Toc134992385]2.6. Environmental factors
As climate change continues to be a global concern, environmentally friendly initiatives such as expanding the electric vehicle market can act as a catalyst for businesses focused on sustainability. Romania's efforts to reduce greenhouse gas emissions and air pollution pave the way for a supportive business environment for Tesla.

[bookmark: _Toc134992386]3. Porter's Diamond
[bookmark: _Toc134992387]3.1. Factor conditions
Romania offers a skilled and affordable labour force, which is a significant advantage for Tesla's manufacturing operations. Furthermore, the country has a strategic geographic location with good transport infrastructure, facilitating Tesla's access to European markets (CIA World Factbook, 2020). Adequate resources like renewable energy sources, such as hydropower leading the charge, and the country's supportive regulatory environment contribute positively to its factor conditions.
[bookmark: _Toc134992388]3.2. Demand conditions
Romania's current demand for electric vehicles may be relatively limited due to the high costs associated with their purchase and the lack of charging infrastructure (Baciu, 2020). However, the potential increase in demand for sustainable transportation solutions, government incentives, and EU policies advocating for the purchase of electric cars may boost demand for Tesla's products in the future.
[bookmark: _Toc134992389]3.3. Related and supporting industries
Although Romania's automotive industry is expanding, the supply chain for electric vehicles is still underdeveloped. Tesla may have to collaborate with local suppliers to develop a supportive ecosystem for its business (Lovin, 2019). Furthermore, the development of charging infrastructure in Romania can create synergies and complement Tesla's operations.
[bookmark: _Toc134992390]3.4. Firm strategy, structure, and rivalry
Tesla's strategy of continuous innovation and emphasis on sustainability may enable it to stand out among competitors in Romania. However, to succeed in this new terrain, Tesla may need to adapt its organizational structure, while considering local conditions and competition. Romanian automakers such as Dacia may offer stiff competition, especially given their advantages in terms of lower production costs and strong local market presence (Lovin, 2019).
[bookmark: _Toc134992391]4. Opportunities and challenges
Tesla's move to Romania presents several opportunities, including access to a skilled labour force, strategic geographic location, and a supportive regulatory environment. Additionally, the growing demand for sustainable transportation solutions and EU policies supporting electric vehicle adoption create a conducive environment for the company's growth. However, challenges such as the limited local demand for electric vehicles, underdeveloped supply chain, competition from local manufacturers, and the need for significant investment in charging infrastructure should not be underestimated.
[bookmark: _Toc134992392]5. Recommendations
To succeed in Romania, Tesla should consider implementing the following strategies:
• Collaborate with local suppliers and stakeholders to strengthen supply chains in the electric vehicle industry
• Invest in the development of charging infrastructure in collaboration with government agencies and private partners to enhance local adoption rates
• Strategically market its products by emphasizing their environmental benefits and leveraging government incentives
• Adapt its organizational structure to cater to local conditions and establish partnerships with local authorities to navigate the Romanian market effectively
Shifting production to Romania presents various opportunities and challenges for Tesla, especially when considering corporate governance, business strategy, and cultural sensitivity. Concerning corporate governance, Tesla may encounter difficulties navigating bureaucratic red tape and concerns regarding corruption. The company will need to ensure adherence to global best practices, such as the OECD Guidelines for Multinational Enterprises and the United Nations Global Compact. To succeed in Romania, Tesla needs a comprehensive business strategy addressing these concerns and capitalizing on market opportunities.

Tesla's move to Romania is expected to generate numerous benefits for the company, the Romanian economy, and the European electric vehicle market. For Tesla, the lower production costs in Romania, compared to its current operations in the United States and other European countries, may improve its profit margins (Nica 2021). Romania offers comparatively lower labour and energy costs, which would enable the company to reduce its manufacturing expenses.

The investment in Tesla's production facility is expected to create thousands of jobs for local workers, significantly boosting the Romanian economy (Popa 2020). Moreover, Romania's membership in the European Union will facilitate access to a broader European labour market to meet additional workforce needs. Tesla's presence may also stimulate the development of supporting infrastructure and businesses, such as charging stations and suppliers, leading to further economic benefits.

From a sustainability perspective, Tesla's expansion into Romania signals a stronger commitment to the European electric vehicle market. This move may encourage further development and innovation in the electric automotive and clean energy sectors across Europe. Assuming that Tesla raises electric vehicle awareness and adoption in the region, there will likely be a positive impact on reducing carbon emissions and improving air quality.


Cultural sensitivity is an important aspect when establishing a foreign business entity, and Tesla must adapt its corporate culture to Romanian sensibilities. This could include social responsibility initiatives, investment in local talent, and fostering harmonious relationships with local partners.
Foreign businesses in Romania often face several barriers, such as difficulties navigating complicated bureaucratic procedures, varying regulations, and combating corruption. For instance, certain multinational corporations have struggled to obtain necessary permits through a fragmented and inconsistent permitting process. Additionally, the country's inadequate infrastructure presents challenges for businesses requiring modern and efficient transport and communication systems.
To overcome the barriers and challenges in Romania, Tesla must adopt a multifaceted approach, combining aspects of corporate governance, business strategy, and cultural sensitivity. Key strategies and recommendations include:
1. Collaboration with Romanian authorities to obtain the necessary permits and licenses transparently and efficiently.
2. Investment in the country's infrastructure to ensure the necessary transport and communication systems are in place for production and distribution.
3. Fostering relationships with local partners, suppliers, and educational institutions to develop a robust supply chain and pool of talent while addressing concerns of brain drain.
4. Developing a robust CSR (corporate social responsibility) strategy that addresses local issues and demonstrates Tesla's commitment to Romania's social and environmental well-being.


Despite the numerous potential benefits, Tesla's move to Romania is not without its challenges and risks. For one, the country's infrastructure, which has historically lagged behind other European nations, may create logistical and supply chain difficulties for Tesla (Agerpres 2018). Additionally, Tesla must navigate the complex political and regulatory landscape in Romania, an environment that can sometimes be challenging for foreign companies.

Another risk stems from the competition in the European electric vehicle market. European automakers are investing heavily in electric cars, with brands like Volkswagen, Renault, and BMW making strides in EV production and sales (Cain 2021). Tesla must continue to innovate and differentiate its offerings to maintain its market leadership, especially considering the increasing number of well-funded EV startups emerging in Europe.


[bookmark: _Toc134992393]6. Conclusion
In conclusion, Tesla's move to establish production facilities in Romania presents an intriguing opportunity, albeit fraught with challenges. By applying various business environment theories, this essay has identified key opportunities, potential barriers, and strategies that Tesla should apply to succeed in the Romanian market. By addressing concerns of corporate governance, business strategy, and cultural sensitivity, Tesla can effectively navigate the complexities of the Romanian market, contributing to its long-term growth and success in the electric vehicle industry
Romania's growing economy, skilled workforce, and supportive regulations provide promising conditions for Tesla's expansion. However, the company must address the challenges mentioned above to maximize its potential in the Romanian market. By implementing the recommended strategies, Tesla can seize the opportunities afforded by its move to Romania and contribute to the country's transition towards a sustainable transportation system.
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*Brief on the rise of the EV industry.
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* PESTLE Analysis — Overview

*List the six factors: Political, Economic,
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* PESTLE — Key Findings

* Political and Economic: Stable environment, rapid
growth, EU benefits.

e Sociocultural: Growing demand for EVs.

* Technological: Government's commitment to
renewables.

* Legal: EU environmental and safety regulations.
* Environmental: Focus on sustainable initiatives.
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* Opportunities & Challenges
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