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[bookmark: _Toc128863837]Introduction:
Tesla, Inc. is an American electric vehicle and clean energy company founded in 2003. The company designs, manufactures, and sells electric cars, energy storage systems, solar panels, and related products. Tesla is a significant player in the automotive industry, and its products have disrupted traditional gasoline-powered vehicles. This assignment will identify and evaluate the effects of key business environmental factors on Tesla's success in the automotive sector using PESTEL and Porter's Five Forces analysis.
[bookmark: _Toc128863838]Overview of the sector:
The automotive sector is a vast and rapidly evolving industry that includes the production, marketing, sales, and maintenance of vehicles. The sector has traditionally been dominated by traditional gasoline-powered vehicles, but in recent years, electric vehicles have emerged as a new alternative. The electric vehicle market has gained momentum due to concerns over climate change, the depletion of fossil fuels, and advancements in technology. This shift towards electric vehicles has given rise to new players in the automotive sector, including Tesla Inc. Tesla Inc. is a leading electric vehicle and clean energy company that was founded in 2003 by Elon Musk. The company's mission is to accelerate the transition to sustainable energy and reduce the world's dependence on fossil fuels. Tesla's product line includes electric vehicles, energy storage systems, and solar products. Tesla has disrupted the automotive industry by introducing innovative technologies such as the Model S, Model X, Model 3, Model Y, and Cybertruck. Tesla has also developed autonomous driving capabilities, which have revolutionized the automotive industry. Tesla has a strong brand reputation, and its products have gained significant popularity among consumers. Tesla's success has been driven by its ability to develop high-quality, innovative products that meet the evolving needs of consumers. The company has also adopted a sustainable approach to business, which has resonated with environmentally conscious consumers. However, Tesla faces significant challenges in the highly competitive automotive sector, including intense competition from established players, supply chain disruptions, regulatory challenges, and changing consumer preferences. Despite these challenges, Tesla remains a leading player in the electric vehicle market and is expected to continue to drive innovation in the automotive sector (Tesla Inc., 2023).
[bookmark: _Toc128863839]Main Discussion:
In this section it will be use the PESTLE Analysis and Porter five forces to understand Tesla Inc. success in the automotive sector.
[bookmark: _Toc128863840]PESTEL Analysis:
PESTEL analysis, which stands for Political, Economic, Social, Technical, Environmental, and Legal analysis, is a technique for identifying external forces that are affecting an organisation. Conducting a full situational analysis is fundamental in marketing, and it should be repeated every six months to identify any changes in the macro-environment. Organizations that monitor and respond to changes in the macro-environment can differentiate from the competition and have a competitive advantage over others. This framework also helps in identifying potential threats and weaknesses used in a SWOT analysis to identify strengths, weaknesses, opportunities, and threats to a business. Political concerns, such as political policy, stability, trade, fiscal, and taxation policies, shape the impact of government and government policy on an organisation or business. Economic considerations have a direct impact on the state of the economy, which has a direct impact on the profitability of the company. To comprehend customer demands and wants in a social setting, social variables put a special emphasis on the social environment and the emergence of new trends. The rate of technical innovation and development, including digital or mobile technology, automation, research and development, distribution, production, and logistics, are taken into account when analysing technological aspects that could have an impact on a market or industry. The surrounding environment and the effects of ecological elements, such as climate, recycling practises, carbon footprint, waste disposal, and sustainability, have an impact on environmental factors (AKMAN, 2020). Organizations are required to abide by legal issues such as employment laws, consumer protection laws, health and safety regulations, and trade regulations. Although political and legal considerations are intertwined, legal factors must be followed while political variables are guided by government policy. To identify those factor it has been done research and has been use the PESTEL Analysis tool to TESLA Inc. where it has been result the following evaluation:

[bookmark: _Toc128863841]Political Factors:
One positive political factor for Tesla is the government's support for renewable energy and electric vehicles. Governments around the world are setting targets for reducing carbon emissions and promoting the use of renewable energy sources, including electric vehicles. This support can benefit Tesla by increasing demand for its electric cars and providing incentives for consumers to purchase them. For example, the US government offers a federal tax credit of $7,500 for purchasing electric vehicles, which has helped to boost Tesla's sales in the country. Another positive political factor for Tesla is the government's investment in charging infrastructure for electric vehicles. Governments are recognizing the need for charging infrastructure to support the growth of the electric vehicle market, and are investing in the development of public charging stations. This infrastructure is essential for the widespread adoption of electric vehicles and can benefit Tesla by providing a more convenient and accessible charging network for its customers. However, there are also negative political factors that can impact Tesla's business. One such factor is political instability, which can lead to uncertainty in the business environment and affect Tesla's operations. This instability can be caused by factors such as changes in government policies or political unrest in regions where Tesla operates (Klender, 2022).
Trade disputes can also negatively impact Tesla's business. The imposition of tariffs or trade barriers can increase the cost of importing or exporting goods, which can affect Tesla's supply chain and increase its costs. For example, the US-China trade war has resulted in tariffs on imported goods, which has affected Tesla's sales in China.
Changes in regulations and taxes can also negatively impact Tesla's business. For example, changes in emission regulations or fuel economy standards can affect the demand for electric vehicles. Similarly, changes in tax policies or incentives for electric vehicles can impact the affordability of Tesla's products for consumers.
[bookmark: _Toc128863842]Economic Factors:
Tesla's economic factors include inflation, economic growth, interest rates, and currency exchange rates. The sales revenue and profitability of Tesla are affected by economic growth, consumer disposable income, and consumer confidence. Economic downturns can lead to reduced sales and profitability for Tesla. Additionally, Tesla's prices are relatively high, and fluctuations in currency exchange rates can impact sales in foreign markets. The availability and cost of financing and credit are also important economic factors that can affect Tesla's sales and growth. Finally, the cost of raw materials and production inputs, such as lithium for batteries, can also impact Tesla's profitability. (Science, Technology and innovation Studyes, 2020)
[bookmark: _Toc128863843]Social Factors:
Social factors such as changing consumer preferences and demographics can affect Tesla's business. Consumers are becoming more environmentally conscious and prefer sustainable products. This trend benefits Tesla as it produces electric cars, and the company promotes sustainability. However, social factors such as cultural differences, lifestyle changes, and demographic shifts can impact sales in different regions.

[bookmark: _Toc128863844]Technological Factors:
Technological factors have a significant impact on Tesla's business. The company is at the forefront of electric vehicle technology and constantly innovates to improve its products. Tesla's success is dependent on its ability to create products that are technologically superior to competitors. Technological advancements in battery technology and autonomous driving technology can positively impact Tesla's business. (Mangram, 2012)

[bookmark: _Toc128863845]Environmental Factors:
· Climate Change: Climate change is a major environmental factor affecting Tesla. The company produces electric vehicles that emit fewer greenhouse gases, which contribute to climate change. The increasing awareness of climate change and the need to reduce carbon emissions have led to increased demand for Tesla's products.
· Air Pollution: Air pollution is a growing concern globally, and Tesla's electric vehicles help reduce air pollution by emitting fewer pollutants than conventional gasoline-powered vehicles. As cities and countries implement stricter air quality regulations, demand for Tesla's electric vehicles is likely to increase.
· Renewable Energy: Tesla's products are powered by renewable energy sources such as solar power, which reduces the reliance on non-renewable energy sources. With increasing global focus on renewable energy and a transition away from fossil fuels, Tesla's products are likely to benefit from this trend.
· Environmental Regulations: Tesla is subject to environmental regulations in the markets it operates in. The company must comply with these regulations, which can impact its operations and increase costs. However, as governments implement stricter environmental regulations, demand for Tesla's products is likely to increase.
· Recycling and Waste Management: Tesla is also focusing on reducing waste and recycling materials. The company is exploring new ways to recycle batteries, which could reduce waste and increase sustainability. The company has also set a goal of achieving a closed-loop battery recycling system.
(Remy Aybaly, 2017)
[bookmark: _Toc128863846]Legal Factors:
Legal factors such as intellectual property rights, product safety regulations, and labour laws can impact Tesla's business operations. The company must comply with regulations and laws in different regions, which can increase costs. Lawsuits and legal disputes can also negatively impact Tesla's business operations and reputation.





[bookmark: _Toc128863847]Porter five forces Analysis: 
A tool for analysing a company's competitive environment is called the Five Forces Framework, which was created by Harvard University's Michael E. Porter. This strategy draws five forces from industrial organisation economics that govern how fiercely a market is competitive and how lucrative a sector is. An industry is considered "unattractive" if the five forces lower overall profitability. Three forces from horizontal competition the threat of substitute goods or services, the threat of seasoned competitors, and the threat of new entrants as well as two from vertical competition the bargaining power of suppliers and the bargaining power of customers are included in the five forces perspective. A business unit must revaluate the market whenever one of the forces changes. Barriers to entry and exit are two distinct elements that can impact how much of a threat new entrants may pose. High entry obstacles nearly always make escape more challenging. Barriers to entry, or advantages that established companies have over new entrants, are necessary for current companies to limit the risk of new companies joining a given market. Entry barriers can come from seven different sources: unequal access to distribution channels, restrictive government laws, customer switching costs, incumbency advantages independent of size, capital needs, and supply-side economies of scale (Goyal, 2020). Knowing what Porter Five Forces Analysis is and how it’s work, the next step it to apply this analysis to Tesla Inc. and the automotive Sector.
[bookmark: _Toc128863848]Threat of New Entrants:
The electric vehicle industry has high barriers to entry, making it difficult for new players to compete with established brands like Tesla. Tesla's strong brand reputation, innovative products, and financial strength create a significant entry barrier for new entrants. However, the increasing popularity of electric vehicles is attracting new players to the market, which may increase competition for Tesla in the future.

[bookmark: _Toc128863849]Bargaining Power of Suppliers:
The bargaining power of suppliers in the electric vehicle industry is low to moderate. Tesla works with a limited number of suppliers and has high production volumes, which gives the company bargaining power. Tesla also has strict quality and sustainability standards for its suppliers, which reduces the bargaining power of suppliers (Edward Peter Stringham, 2015).

[bookmark: _Toc128863850]Bargaining Power of Buyers:
The bargaining power of buyers in the automotive industry is moderate. Consumers have a wide range of choices, but Tesla's strong brand reputation, high-quality products, and customer loyalty give the company an advantage. However, pricing and availability of traditional gasoline-powered cars can impact Tesla's sales (Tesla Inc., 2021).

[bookmark: _Toc128863851]Threat of Substitute Products:
The threat of substitute products in the electric vehicle industry is low. Electric vehicles have unique features and no direct substitutes. However, traditional gasoline-powered cars can be a substitute for electric vehicles, and the availability and affordability of these vehicles can impact Tesla's sales (Xing, 2021).

[bookmark: _Toc128863852]Intensity of Competitive Rivalry:
The intensity of competitive rivalry in the electric vehicle industry is high. Tesla competes with established companies like Ford, General Motors, and Toyota, as well as new entrants in the market. However, Tesla's strong brand reputation, innovative products, and sustainable practices give the company a competitive advantage. The high demand for electric vehicles is attracting new players to the market, which may increase competition for Tesla in the future (Sirois, 2023).
Tesla Inc. Porter Five Forces Diagram

The automotive sector has undergone significant changes in recent years, with the emergence of electric vehicles as a new alternative to traditional gasoline-powered cars. The shift towards electric vehicles has been driven by concerns over climate change, the depletion of fossil fuels, and advancements in technology. Tesla Inc. is a leading player in the electric vehicle market and has disrupted the automotive industry with its innovative products and sustainable practices. Tesla's success can be attributed to its ability to develop high-quality, innovative products that meet the evolving needs of consumers. The company's products have gained significant popularity among environmentally conscious consumers who are looking for sustainable transportation solutions. Tesla's strong brand reputation, financial strength, and commitment to innovation have given it a competitive advantage in the electric vehicle market. However, Tesla faces significant challenges in the highly competitive automotive sector. The company faces intense competition from established players such as Ford, General Motors, and Toyota, as well as new entrants to the market. In addition, supply chain disruptions, regulatory challenges, and changing consumer preferences pose significant challenges to Tesla's business operations. Despite these challenges, Tesla remains a leading player in the electric vehicle market and is expected to continue driving innovation in the automotive sector. The company's commitment to sustainability and innovation has resonated with consumers, and its products continue to gain popularity. Tesla's success in the automotive sector demonstrates the importance of understanding and adapting to changing business environmental factors, such as consumer preferences, technological advancements, and regulatory requirements. By doing so, companies can position themselves to succeed in the rapidly evolving automotive sector.

[bookmark: _Toc128863853]Conclusion:
In conclusion, Tesla has revolutionized the automotive industry with its innovative electric vehicles and clean energy products. The company has successfully differentiated itself from traditional gasoline-powered vehicles and has gained significant popularity among consumers who are increasingly environmentally conscious. However, Tesla faces significant challenges in the highly competitive automotive sector, including intense competition from established players, supply chain disruptions, regulatory challenges, and changing consumer preferences. To maintain its position in the market, Tesla needs to continue to focus on technological innovation, sustainable business practices, and addressing external factors such as political, economic, social, technological, environmental, and legal factors. Conducting regular PESTEL analysis and Porter's Five Forces analysis can help Tesla to identify potential threats and opportunities and gain a competitive advantage over others. With its strong brand reputation and focus on sustainability, Tesla is well-positioned to continue to drive innovation and disrupt the automotive industry in the future as Despite these challenges, Tesla remains a leading player in the electric vehicle market and is expected to continue driving innovation in the automotive sector. The company's commitment to sustainability and innovation has resonated with consumers, and its products continue to gain popularity. Tesla's success in the automotive sector demonstrates the importance of understanding and adapting to changing business environmental factors, such as consumer preferences, technological advancements, and regulatory requirements. By doing so, companies can position themselves to succeed in the rapidly evolving automotive sector.
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