









Environmental Analysis of Automobile Industry



















Table of Contents
Introduction	3
SWOT Analysis	3
PESTLE Analysis	4
Porter five forces.	6
Value Chain analysis.	7
Competitive advantage.	8
Conclusion	8
Reference list	9


[bookmark: _Toc91003183]

Introduction
Business organisations need to evaluate their environment in order to expand their business and market. To do that business organisations require to incorporate measures but to do that strategically they require to analyze their external environment and the areas of growth. Therefore, the purpose of this report is to evaluate the external and internal business environment of Tesla by addressing the SWOT analysis framework, the PESTLE analysis also using Porter's five forces to evaluate their trading across the globe. Also a value Chain analysis of their production process and determining the competitive advantage of the company. 
[bookmark: _Toc91003184]SWOT Analysis 
SWOT analysis helps to determine the various sectors of an organization that can be used to their advantage for their growth (Gafarov, 2019). SWOT analysis helps to determine the strengths and weaknesses of the business which can be further used to their advantage also to identify opportunities and threats for future purposes. 
Strengths- The strengths of Tesla are it has huge capital resources and investments that will aid them in business expansion and product development. They also have a high brand reputation and brand development. Their brand reputation is what makes them one of the most innovative companies and considered as a luxury brand. Tesla also has innovation as its strength. Tesla is a very innovative company, and this is what it has set them as to be well established and to bring such product innovation in the market. 
Weaknesses- Tesla has high manufacturing complications, due to such complicated innovation Bd reach that goes into their product development is casting the manufacturing process too complicated. Their increased changes in technologies are complicating the product specifications (Mo and Wang, 2021). Also, Tesla invests a lot of time, money and reaches into their product development thus reducing production rates causing unbalanced demand and supply rates. 
Opportunities- the opportunities that lie ahead of Tesla is that the growing need to reduce carbon emissions and the need to use renewable energy resources is what is helping Tesla to expand their market (Hettich. and Müller-Stewens, 2017). The political stability of the country and the government aid of using environmentally friendly technology are the opportunities that lie ahead for Tesla. 
Threats- the threat that can lie ahead in the future for tesla is that it changes technology often. Such rapid and active innovation strategies cannot always have a positive impact. On the other hand, due to such advancements in technology, computers are in high competition with Tesla. The competitors of Tesla are increasing with every passage of time. 
[bookmark: _Toc91003185]PESTLE Analysis 
A pestle analysis is a management tool that helps businesses organisations strategically manage and understand their external environment and the factors that influence their market and competitive advantage and business operations (Hettich. and Müller-Stewens, 2017). In this case, this strategic management tool is being used to analyze the external environment that influences Tesla and its market structure and its global business expansion and environment. 
Political factors- political factors can have a huge influence on a business organisation and on its goals, objectives and operations. The current government can set up different trade laws or governmental aid can help business organisations. It can or may not have a negative impact on the business organisation (Thomas & Maine, 2019). The trade laws that were being incorporated by the government for global trade agreements opened up new opportunities for tesla. The government also aided and supported electronic automobiles because it reduced carbon emissions. Also, the political stability that was filmed in various countries worldwide created new markets for Tesla. 
Economic factors- economic factors such as the economic stability of the country in the cost of raw materials can influence the operations of the company. The decreased cost of various raw materials in the market, especially batteries, can be used by Tesla for their manufacturing process. Also, the increase in consciousness for the protection of the environment caused the cost of using renewable energy resources to go down. Thus enabling Tesla to incorporate more advancements in their production (Ajitha. and Nagra, 2021). The economic stability problems due to various purposes of the country can be seen as a threat, as because the fall in the economy will hamper the production of Tesla, on the other rise in the economic growth will increase their revenue. 
Social factors- Social factors are the factors that most are related to society and being responsible towards the society by doing well. For instance, providing employment, improved work culture, being environmentally responsible. In the case of Tesla, the growing concern for the environment and the rise in the use of renewable energy resources by humans is creating a narrative for them. The rise in the concern for carbon emissions is also widening their market (Liu, 2021). Therefore, these are the Social factors that influence business operations. 
Technological factors- Technological factors are the factors that increase the innovation and advancement of a business. Tesla innovations are what set them as one of the most innovative luxury automobile brands. Therefore the increase in technology advancements by companies and the increase in advancements in the raw materials can increase their production (GS and LS, 2020). Also, the growing increase in technological advancements can modify and automate their operations and processes which would increase the efficiency of the manufacturing process. All these factors influence the operations of Tesla and their manufacturing. 
Legal factors- the legal factors are the factors that influence the government and its operations legally. The legal system of Tesla enables them to take and manage their business environment and take every strategic move. The business partnerships of Tesla are all abided by legal contracts. Also, their ability to protect their patents worldwide is also bounded by legal factors. Their use of renewable resources is also bound by legal factors. Therefore, legal factors in a way include the various operations of Tesla and their business expansion. 
Environmental factors- the governments of various countries, including humankind, are being more conscious of the environment. People and businesses are being more aware of the consequences of harming the environment, people are getting more knowledgeable about it. Therefore many businesses have taken up the responsibility for minimising the harm that industries and businesses cause to the environment. The growing consciousness caused the use of renewable energy resources, reduction in carbon emissions, aiming towards sustainability, and the use of solar panels (Bhardwaj et al., 2020). All these factors have increased the market share of Tesla, as Tesla possesses all these things for their production and manufacturing. 
[bookmark: _Toc91003186]Porter five forces. 
Porter five forces is another yet strategic management tool or framework that allows that business organisation to strategically take measures and actions. It also enables the business organisation to understand their competitive advantage by analysing their external environment (Asif and Singh, 2017). In the case of Tesla to expand their business organisations and environment they must strategically incorporate measures to determine its competitive edge and sustainability. To maintain their functions and operations in the long run, therefore, Porter’s five forces are being used to determine their external environment that can influence their business operations. 
Competition- this determines the competitive force in and around the business. It helps the business to understand the level of competitive force the business has to face. Tesla is one such innovative company that was able to invest in an automated electric car. Therefore being the first to invest they had very little competitiveness (Khan and Ahmed, 2019). Also due to high innovation policies and strategies Tesla has very little competition in the market. Also as the switching costs are very low due to low substitutes it has caused Tesla not to face high Competitiveness in the market as there are very few luxury automobile brands. 
Bargaining power of buyers- The Bargaining power of customers is very low because Tesla is only available to people from high-income growth therefore a large percentage of people are not able to afford such an expensive car. Therefore the lower percentage of consumers' has caused the bargaining power of consumers to come down (Perkins & Murmann, 2018). On the other hand, the low switching cost and low substitutes have created a sense of monopoly for Tesla cars in the market. Thus decreasing the Bargaining power of suppliers rapidly. 
Bargaining power of suppliers- the automotive electric cars require a lot of development and research and technology to execute such cars and models. The raw materials they require for production are not available to many suppliers, therefore there are very few suppliers in the market that are ready to supply raw materials to Tesla (KARAMITSIOS, 2021). Thus decreasing the bargaining power of suppliers. Tesla is one such company that is highly established and requires raw materials for production. Therefore the suppliers cannot afford to bargain their rates thus decreasing their power. 
The threat of substitutes- as mentioned earlier that Tesla is a very innovative company within products and services has caused them to face very little competitiveness. As the completion is low causing the number of substitutes to come down. As the number of substitutes comes down the switching cost also decreases. These consumers do not have perfect substitutes for Tesla cars. Thus maintaining a monopoly of their products and services. The threat of substitutes, therefore, is very low as Tesla has very few consumers and low competition has influenced these factors. 
The threat of new entrants- Tesla is a highly established company, it has a high brand reputation and development. Also, the business costs are enormous due to such brand development. Therefore investments are very high in their product research and development causing the new entrants not to impose any threat (Gali, 2020). Tesla has come a long way in developing its brand, reputation, global business and market share. Any company that would enter such markets will have to face high competition from Tesla thus reducing the threat of new entrants in the market.  
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Value chain analysis is a process that helps to understand the production process and the way the business adds value to the product by going through every process. 
Inbound logistics- Tesla being a manufacturing company requires a wide range of raw materials for their production process (Teece, 2018). Tesla requires specialized products therefore for which they require specialized raw materials for their production. 
Operations- Tesla gas various manufacturing plants worldwide therefore their operations systems are subdivided into various plants. Under their operations process, a few of their manufacturing plants reach and develop and design the products including sales and marketing (Pashchenko, 2019). Whereas other plants are responsible for the installation of their cars, their manufacturing energy installations and so on. 
Outbound logistics- the outbound logistics if Tesla carries out the responsibility of delivering products, inventory management and warehousing. It has retail outlets and online stores to sell its products. 
Marketing and sales- Tesla does not invest or encourage marketing of their products. They believe that customer satisfaction is what markets their products. Also, their innovation had caused them to attract media to advertise their products. 
Service- Tesla has service centre's to accompany the consumers but it is incorporating on-demand service on wheels to enable quick service anywhere. 
[bookmark: _Toc91003188]Competitive advantage. 
Tesla has incorporated various strategies that developed an absorptive advantage for the company and product sustainability. 
Tesla's product manufacturing and supply of batteries have helped them to gain a competitive advantage. The cost of battery cell production is decreasing rapidly because of innovative manufacturing and waste reduction (Tarigan and Siagian, 2021). 
Improved software updates of the electric vehicles had enabled them to gather satisfaction from the automated Tesla cars. The frequent and better sidearm updates increase the efficiency of the cars thus causing the car to use for a long term purpose. 
The branding strategies of Tesla has caused them a competitive advantage. Tesla was able to develop brand development and reputation through their products. Their innovation and constant advancements in their products are in no match with any other companies. Therefore creating a competitive advantage for themselves. 
[bookmark: _Toc91003189]Conclusion 
In conclusion, to increase their business and market, businesses must examine their environment. To do so, businesses must implement measures, but to do so strategically, they must examine their external environment and potential growth sectors. As a result, the goal of this research was to assess Tesla's external and internal business environments utilising the SWOT analysis framework, the PESTLE analysis, and Porter's five forces to assess their global trade. Also, a Value Chain analysis of their manufacturing process and evaluating the company's competitive edge.
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