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This report presents a strategy formulation plan for the company Tesla, Inc., which is an electric vehicle and clean sustainable energy company. The automotive industry is presently experiencing a unique set of challenges and opportunities. The industry is undergoing a shift towards electrification and digitalisation, whilst governments are imposing stricter emissions regulations, and consumers are beginning to adopt new values. Therefore, the sector is having a period of significant change. At the heart of this change is the electric vehicle pioneer and vertically integrated company with a sustainability mission for Tesla.
This report explores in great depth the competitive strategy of Tesla, as well as its current position and performance using several strategic frameworks. These include the PESTEL and Porter’s Five Forces frameworks for an external analysis, as well as the SWOT, VRIO, Value Chain and BCG frameworks for an internal analysis, in addition to the CAGE framework to understand the effects of globalisation.
Based on today's market, investors believe that Tesla's current strengths are in its technology, brand and first-mover advantage. However, investors believe that the company will be dealing with a multitude of headwinds, such as increased competition, potential supply chain risks and that the company's large exposure to regulatory and ethics issues could become a problem. The company will benefit from the growth of the artificial intelligence industry, the adoption of EVs globally, and the increasing number of companies trying to get into the ridesharing and mobility space.
Based on the report, the key to the future success of Tesla will be adapting itself to a new global development strategy, which is summarized by: localized global supply chain, AI-driven technology innovation, smart manufacturing, and CSR development. In the face of a highly dynamic globalization process, the new strategy will help to enhance the global competitiveness of the company and ensure its sustainable development.

[bookmark: _Toc1988494073][bookmark: _Toc262164251]2. Introduction to Strategy
Strategic management is a process used by an organisation to develop a vision or mission and create a long-term plan to gain a "competitive edge" in the marketplace (Johnson et al., 2020). The strategic management process requires an organisation to examine its internal environment to match its strengths and weaknesses with opportunities and threats in the external environment to gain competitive advantages and respond to changing markets over time. 
Strategy is more important than ever in the Automotive Industry, which is undergoing massive transformation via technology and regulation, whilst moving increasingly towards a global competitive marketplace. Grant (2019) states that successful organisations use strategy to anticipate, make effective decisions and perform better.
The benefits of strategic management also include the better use of available resources, the generation of innovative ideas and sustainability in the long term through the management of risk and maintaining competitiveness (Lynch, 2015).
The report aims to construct a strategy formulation plan for Tesla, Inc. It will begin by introducing the background of the company and formulating the strategic intent. This will then be followed by a performance analysis to assess how the company is performing against this intended strategic direction. Subsequently, an external and internal analysis will be conducted to identify key macro-environmental and organisational factors that will impact the company in the future. These analyses will serve as the basis to formulate potential strategic options that the company could pursue in the future. Academic theories and industry reports will be used to construct an informed and critical evaluation of Tesla, Inc.
[bookmark: _Toc1000972956][bookmark: _Toc2074250016]3. Overview / Background of Tesla
Tesla, Inc. is an American multinational conglomerate manufacturing electric vehicles, electric powertrains, and clean energy generation and storage products and services. Headquartered in Austin, Texas, Tesla was founded in 2003 by a group (Elon Musk, JB Straubel, Jeff Mojoyo, Martin Eberhard, and Marc Tarpenning) and is now the world’s largest listed electric-vehicle maker. 
Tesla now manufactures a range of products and services beyond its famous Model S, Model 3, Model X and Model Y cars. These new offerings include energy products and services such as the innovative Powerwall battery, as well as Tesla’s integrated Solar Roof energy solution. 
Tesla Motors has factories in the US, China and Germany. The company has a unique business model combined in a vertically integrated structure from the manufacturing of batteries at its Nevada Gigafactory to the development of software solutions for its electric cars. Customers also have a choice of buying cars online directly from home as well as having them delivered to their doors. 
Tesla is not only competing with established car manufacturers such as Toyota and BMW, but also emerging manufacturers that are entering the EV market. To compete in the market, Tesla is focusing on innovation by enabling customers to purchase cars directly from showrooms, as well as offering a range of software features like autonomous driving and over-the-air updates.
Tesla has been one of the drivers catalysing rapid global EV adoption and transformation of the automotive sector (IEA, 2023).

[bookmark: _Toc610581142][bookmark: _Toc1139436172]4. Strategic Intent
Tesla’s vision is to become the most compelling automotive company of the 21st century by accelerating the global transition to sustainable energy. Its mission emphasises innovation, environmental responsibility, and technological leadership. 
The company wants to increase adoption of electric vehicles, reduce production cost, enhance self-driving features and global market share. These goals are based on a natural-resource-based view of the firm, seeking environmental sustainability as a source of competitive advantage (Hart, 1995). 
Tesla’s strategy is green in order to reduce carbon emissions and accelerate the world’s transition to electric vehicles, renewable energy and sustainable energy solutions. A green strategy approach is a fundamental aspect of strategic sustainability (Fogel, 2016). 
Corporate Social Responsibility (CSR) is an integral element of Tesla’s business model. While it is committing to the environmental cause, there are also issues in terms of labour and governance practices and ethics that are starting to surface, and which need to be managed to protect brand reputation and long-term value. (Crane, Matten and Spence, 2019) 
Tesla, the US-based car manufacturer mostly known for its electric cars, is transforming itself into a mobility provider, driving its growth using AI, software and energy.

[bookmark: _Toc788600505][bookmark: _Toc792317454]5. The Company’s Current Performance
In a short span of time, Tesla has been able to grow exponentially as the global demand for electric vehicles grew at an unprecedented rate. According to the International Energy Agency (IEA, 2023), electric vehicles are increasingly adopted worldwide, and Tesla is the leading player in the market.
Tesla reported a surge in revenue as higher sales of its Model 3 and Model Y cars helped the company lift margins by reducing costs thanks to greater volume and improved battery production (Grant, 2018).
Tesla is increasing production at its Gigafactories in China and Germany, in a bid to cut logistics costs as it expands around the world. Manufacturing closer to customers could also give the US-based electric-car maker a competitive edge in supply chain.
Tesla is facing increasing competition from legacy automakers making the transition to electrification, as well as new entrants to the EV market. However, according to Deloitte (2024), “The landscape is changing and consumer choice is increasing rapidly creating a very competitive environment.”
There are significant operational challenges with respect to the supply chain due to semiconductor shortages and rising raw material costs, in addition to regulatory challenges with autonomous driving technologies that carry significant legal and brand risk.
Macroeconomic factors, including inflation and interest rates, can influence purchasing power for goods and services at the macroeconomic level but despite this, Tesla remains well positioned to drive innovation and capture market share as one of the most highly recognized brands in the world.
The retail industry is expected to sustain growth through three key drivers: investment in technology, cost management as well as understanding the new market and consumer behaviour (World Economic Forum, 2023).
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[bookmark: _Toc1466622433][bookmark: _Toc1604887769]6.1 External Environmental Audit (PESTEL and Porter’s Five Forces)
PESTEL Analysis
Tesla operates within a complex macro-environment influenced by multiple external factors:
· Political: The growth of the company has been supported by government incentives that are enabling car owners to buy EVs at lower prices as well as by various environmental laws. However, the company is being affected by the ongoing geopolitical conflicts and trade barriers (World Economic Forum, 2023).

· Economic: Inflation, interest rates and raw material cost all impact on the production and pricing. (McKinsey and Company, 2023).

· Social: Further growth in the market may be driven by environmental awareness and the need for sustainable transport options, and Tesla is one of the main players in the market (Deloitte, 2024).

· Technological: Tesla is the world’s fastest evolving AI, battery and connectivity company and can rapidly innovate to help solve the world’s most complex problems.

· Environmental: The shift to EVs is being driven by climate change initiatives and emissions regulations (IEA, 2023).

· Legal: Compliance with safety and autonomous driving regulations has become a task for car manufacturers.

Porter’s Five Forces
Porter (2008) identifies five forces shaping industry competition:
· Competitive Rivalry: The competition in this segment is likely to intensify due to entry of traditional OEMs as well as new EV players.

· Threat of New Entrants: Moderate, big capital and special technology expertise are required to enter this industry.

· Bargaining Power of Suppliers: High, as in many categories, suppliers are very powerful, especially regarding key ingredients such as lithium and semiconductors.

· Bargaining Power of Buyers: Increasing, as consumers have more choices available to them.

· Threat of Substitutes: Moderate. There are other options available to consumers and businesses for having goods transported. For example, hybrid vehicles and other alternatives to traditional ground service are being promoted.


[bookmark: _Toc1558206869][bookmark: _Toc2081767060]6.2 Internal Environmental Audit (SWOT, VRIO, Value Chain, BCG, CAGE)
SWOT Analysis
· Strengths: Strong global brand, global technological leadership, vertical integration, first-mover advantage.
· Weaknesses: Production constraints, pricing sensitivity, ethical concerns.
· Opportunities: Expansion in global EV markets, AI integration, mobility services.
· Threats: Intense competition, regulatory risks, supply chain disruptions.

VRIO Analysis
Tesla’s resources provide sustained competitive advantage (Barney, 1991):
· Valuable: Advanced battery and software capabilities
· Rare: Integrated ecosystem of hardware and software
· Inimitable: Brand and innovation culture
· Organised: Effective leadership and operational structure

Value Chain Analysis
Tesla, Inc. is vertically integrated as the company supplies everything from production all the way through the software and sales. This approach helps the company to reduce dependence on its suppliers, which can reduce costs and give the company a greater ability to innovate. The direct sales model that Tesla uses provides customers with an excellent experience and is one of the key competitive advantages the company holds (Hill, Schilling and Jones, 2017).
BCG Matrix
Both Tesla Model 3 and Tesla Model Y are classified in the BCG Matrix, a strategic management tool to evaluate the position of a brand in the market with KPIs such as market share and growth rate. In the case of the two Tesla cars, they are categorised as “Stars’’. As they have a large market share and are in a sector of the electric vehicle market that is rapidly increasing in size, they generate plenty of revenue and require massive investment to maintain growth.
Model S and Model X vehicles will serve as “cash cows” in an older section of the EV market to bring in some consistent profit.

CAGE Framework
The CAGE framework (Ghemawat, 2001) highlights challenges in global expansion:
· Cultural Distance: Differences in consumer preferences across markets
· Administrative Distance: Regulatory differences affecting operations
· Geographic Distance: Logistics challenges mitigated by local production
· Economic Distance: Income disparities influencing pricing strategies
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Tesla should focus on a Local, AI/Sustainable approach to growth. 
Key strategic initiatives include:
1. Supply Chain Resilience: Keeping batteries local and sourcing from a variety of suppliers so that reliance on global supply chains and their risks is minimised. (Lynch, 2015).

2. AI and Software Expansion: Improve the AD (Autonomous Driving) feature set. Create subscription-based services to drive revenue.

3. Flexible Manufacturing: Flexibilization of manufacturing processes to be able to meet the demand in a fluctuating market.

4. Green Strategy: The implementation of sustainable materials and practices within the circular economy is in line with environmental strategy (Fogel, 2016).

5. CSR and Ethics: Improve labour practices, transparency and governance to address ethical concerns and build stakeholder trust (Crane, Matten and Spence, 2019).

[bookmark: _Toc336358428][bookmark: _Toc1949051149]8. Conclusion and Recommendations
The world’s leading player in the transition to electrification and digital mobility, Tesla, Inc. enjoys a global technology leadership and a powerful brand, at the same time facing intense competition as well as rising regulatory and physical risks.
Tesla will in the near term need to move beyond its early-mover advantages. It must build more resilience into its supply chain, generate an increasingly higher proportion of revenues from its AI-driven and software-based activities, and incorporate screening with an ethical dimension and global strategic thinking into its strategic decisions. Several moves will be needed to sustain the company’s competitiveness in an increasingly turbulent global environment.
Key recommendations include:
· Strengthening supply chain resilience through localisation and diversification
· Expanding AI-driven services and software-based revenue models
· Enhancing CSR and ethical practices
· Adapting global strategies using the CAGE framework
· Investing in sustainable innovation and green technologies
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