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1. [bookmark: _Toc92213681]Introduction

Just before to the outbreak of the coronavirus that engulfed the world, the car industry had been on an upward trajectory throughout 2018 and had just recently began a period of stagnation in 2019. During the three-month period from March to May 2020, global automobile sales plummeted by about 15% globally. With automobile sales maintaining at pre-pandemic levels for months after the outbreak, China was the first market to fully recover from the catastrophe. Automobiles, autonomous driving, and mobility services are projected to continue to propel the sector, which will result in an overall recovery in the following quarters (Statista, 2021).

It was decided to use the example of Tesla in order to get a better knowledge of the issues facing the automobile sector. An internal and external examination of the business environment was carried out to achieve this goal. The California-based company Tesla Inc. (formerly known as Tesla Motors Inc. prior to the SolarCity merger) began operations as an electric vehicle (EV) manufacturer with the primary goal of developing a high-end, all-electric plug-in car. The company later expanded into the solar energy equipment market, with the stated goal of reducing the environmental impact of emissions and the cost of solar energy (Tesla, 2020). Known as the Roadster, it was Tesla's first all-electric sports automobile and the world's first all-electric sports car (Tesla, 2007).

2. [bookmark: _Toc92213682]External analysis

2.1. [bookmark: _Toc92213683]PESTLE

Despite the fact Tesla Inc. is not the first corporation to focus on non-fossil energy consumption on a larger scale, it is one of the most recognisable on the market owing to the "clean energy" rules imposed. The external elements of influence will be examined in the following PESTLE analysis.

Political factors include different policies, restrictions and other things that can facilitate or impede the long term growth of a business in certain macroenvironments. In Tesla’s case, US government incentive where the Department of Energy provided $465 million in subsidised loans to electric engine designers and manufacturers (Department of Energy, 2010) represents an opportunity for the company expansion. Furthermore, UK plan of transitioning to zero emissions by 2035 (GOV.UK, 2021) also is a favourable factor for the business expansion.

Economic

The cost of buying an electric vehicle is falling due to continued innovation in battery manufacturing, resulting in increased range on a single charge, with the cost dropping rapidly from $ 1000 / KWh in 2010 to $ 156 / KWh by the end of 2019 and one Expectation of USD 100 / KWh by 2023 (Bloomberg, 2019), making the economic factor an opportunity for Tesla.

Socio-cultural

People's environmental sentiments, as well as the widespread availability of renewable energy sources, both work to Tesla's favour in this regard. As seen in Figure 1, the estimated sales of electric vehicles as a proportion of overall automobile sales are expected to increase significantly over the next 30 years (Morgan Stanley, 2020). Companies should take prudence while making investments in new markets or developing technologies. These marketplaces may be able to aid the organisation in generating more favourable feedback from its customers and other stakeholders. This macro-environmental factor, which Tesla gives to its competitors, is a significant source of rivalry.
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Figure 1: Projected electric vehicle sales as a percentage of car sales worldwide between 2030 and 2050, Source: Morgan Stanley (2020)

Technological

Tesla autos are cutting-edge in terms of technology. Customers are attracted to these high-end cars that have cutting-edge technology because they represent the future of transportation. The fuel-efficiency feature completely changes the meaning of the word "sustainable." Technological advancement, on the other hand, is always evolving. It doesn't take long for a rival to create a feature that is similar to yours. Nonetheless, internet mobile systems and automation such to those used by Tesla offer unrivalled benefits. This portion of the study expresses optimism about the potential for future improvement as a result of technological advancement.

Legal

When Tesla opens up operations in new countries, it must comply with regulations by maintaining high standards and implementing new processes. Tesla has the ability to expand its global patent portfolio while simultaneously promoting its eco-friendly car. Selling its energy solution products to foreign nations is another option. On top of being restricted in certain places, Tesla has a limited worldwide sales operation.

Environmental 

When it comes to pollution from human industry, the automotive industry remains one of the worst polluters. However, by automating and developing new methods of processing raw materials, as well as releasing zero-emission cars to the public, the industry is working to reduce pollution from both the manufacturing process and the use of finished products (The Guardian, 2019). A significant potential exists in the automotive sector because of Tesla's ambition to be the leader in the application of "green" principles throughout all of the company's goods and services, including its vehicles.

Overall, the PESTEL analysis of Tesla reveals that, given its legal macro-environment remote factors, the company has significant development potential in the global vehicle market.

2.2. [bookmark: _Toc92213684]Porter’s five forces
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Figure 2: Porter’s five forces, Source: Porter (1979)

The Porter’s five forces analysis will provide a better understating on the threats faced by Tesla both globally and at home by analysing the threat of new entrants and substitutes, as well as the power of suppliers and buyers.

Threat of new entrants

As a result of the company's strong brand visibility, the addition of new customers following the SolarCity merger (Tesla, 2016), which expanded the customer base to include people other than car owners, the exposure and popularity of its CEO Elon Musk, which makes it difficult for new companies to advertise their brands on the same level, and the high costs associated with developing and manufacturing vehicles and energy solutions at the same time, Tesla has been able to solidify its market position. As a result of technical advancement and a drop in the cost of batteries, Tesla faces a Medium to High level of competition in the electric vehicle industry, despite its established position within this market segment.[image: Chart, histogram
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Figure 3: Predicted global sales of electric vehicles

The timing of entry into the electric vehicle sector is critical in encouraging present and future manufacturers to compete for a piece of the growing pie in the future. By 2040, it is estimated that sales of electric vehicles in the United States would surpass 6.5 millions vehicles, while sales of autonomous electric vehicles will exceed 8.5 million vehicles worldwide, as seen in Figure 3.

Threat of substitutes

Due to the growing number of firms that include the use of alternative energy in their means of production and end products, the danger of replacement is a problem in the solar energy and electric car sector. Although many towns advocate the use of public transit, bikes, or electric bikes as alternatives to driving a car, many individuals will continue to drive their own car owing to a lack of support from the public sector, particularly in rural regions, therefore the danger of personal vehicle substitution is Low to moderate.

Power of suppliers

Tesla obtains its car parts from a variety of sources throughout the world. Due to Tesla's ability to simply change the majority of its suppliers, it is vital for suppliers to do business with the electric vehicle manufacturer. Suppliers' bargaining power is weakened as a result of these impacts.

A huge number of components are ordered by Tesla from a single source at the same time as well. When it comes to the battery packs that Tesla utilises in its automobile manufacturing, the company relies on just one authorised cell supplier. Panasonic is also the only supplier of lithium-ion cells, photovoltaic cells, and solar panels for the Gigafactory 1 in Nevada and the Gigafactory 2 in Buffalo, New York, which are both under construction. Therefore, in the present environment, suppliers' bargaining power is limited to modest in scope.

Power of buyers

Due to the lowering cost of electric automobiles for the ordinary consumer (see appendix), buyers would prioritise battery range and overall product quality as buying criterion, favouring western manufacturers. While the government covers a portion of the expenses of a new electric car (Department of Transportation, 2020), and more conventional corporations are adopting this model, giving a range of vehicles to select from, the bargaining power of purchasers in this scenario is LOW. 

Furthermore, in the case of Tesla, another aspect that restricts the power of purchasers is the company's ability to differentiate its products from competitors. Elon Musk's electric cars are now differentiated not just by their performance and simplicity, but also by their visually attractive design. To provide an example, the Tesla Model S Plaid is presently the fastest electric vehicle available on the market today. As a consequence, purchasers looking for high-performance and elegantly built electric vehicles have limited negotiation leverage since there are so few alternatives available on the market that give these advantages and characteristics.
Competitive rivalry

Electric vehicles are currently less popular than diesel or petrol-powered vehicles, indicating that Tesla operates in a highly competitive industrial environment. This is due to the fact that established traditional vehicle manufacturers who are still producing combustion engines have not withdrawn from the market, and because diesel and petrol-powered vehicles are currently more popular than electric vehicles. Chevrolet, General Motors, Ford, and Honda are some of Tesla's primary rivals in the automotive industry.

[bookmark: _Toc92213685]While Tesla is one of the most popular electric vehicle brands, it will face stiff competition in the coming years as top automakers such as BMW, Porsche, Jaguar, and Mercedes-Benz have announced billion-dollar investments in new infrastructure that will enable mass production of electric vehicles. BMW, Porsche, Jaguar, and Mercedes-Benz have all announced billion-dollar investments in new infrastructure that will enable mass production of electric vehicles (Financial Times, 2021).

3. Internal analysis

Tesla's cutting edge technology enabled him to achieve things that many currently considered out of the realm of possibility for the industry. With focused and committed engineering teams working on the development and production of the world's first fully electric car, an overview of the company's strengths and weaknesses helps to better understand the process.

3.1. [bookmark: _Toc92213686]Strengths

Charging network

Despite the entrance of new players in the EV market, Tesla has been one step ahead building a charging network which beside their high battery autonomy provided the customers with the assurance of a long drive (Bhargava, 2021).

Brand reputation

Elon Musk, the company's CEO, is one of the most well-known public characters (Tesla, 2020), known not just by those who use his company's goods, but also by those who are uninterested in the automotive or energy industries. According to Kantar BrandZ (2021), Tesla is the most valuable and fastest-growing vehicle brand in the globe, with a value that will more than triple by 2020.


Innovation

Tesla's significant expenditures in research and development allowed the firm to produce new products that include sophisticated technology while still having a low environmental effect, earning the company multiple government grants and honours. 

As one of the most technologically creative firms early on, Tesla has established itself as a leader in its field, spending an average of $2,984 per vehicle sold on research and development (R&D), which is frequently three times the amount spent by other conventional manufacturers. Tesla's $2,984 in research and development expenditure per vehicle sold is significantly higher than the expenditures of other automobile manufacturers (Tesla, 2021).

3.2. [bookmark: _Toc92213687]Weaknesses

Premium/luxury brand – delayed deliveries

Tesla is well-known as a premium brand in the renewable energy industry. One of the difficulties they may encounter is the high cost of electric cars and the lack of consumer confidence. Mechanical complexity and production risk increase in direct proportion to the level of innovation demanded by a product. When it comes to the introduction of new autos, Tesla continues to have delays in the start-up, manufacturing, and production phases, which has a negative impact on consumer confidence and the brand's image (CNBC, 2021).
Vehicle costs are quite high

When compared to other typical automobile companies on the market, Tesla goods are more costly, especially when compared to combustion engine cars. Tesla's automobiles are hard to come by in international markets where the corporation does not have a strong presence or is unable to produce, despite their attraction to the general public due to their unique features and high quality.

4. [bookmark: _Toc92213688]Value chain analysis

	Firm Infrastructure

	Human Resource

	Technology Development

	Procurement

	
Inbound Logistics
	

Operations
	
Outbound Logistics
	
Marketing and Sales
	

Service

	Tesla does not retain large amounts of materials outside of the manufacturing process; the quantities present in storage facilities are often just for use on the current working order, necessitating the maintenance of a continuous relationship with suppliers.
	Tesla's operations are divided into two areas (Tesla, 2020): automotive, which includes the designing, developing, manufacturing, and selling of electric vehicles, with 101.420 Model S and Model X vehicles produced, and energy generation and storage components, which are manufactured at the Giga Factory in Buffalo, New York.
	Tesla sells its products through a network of stores since it does not cooperate with vehicle dealers or re-sellers. Vehicles and solar equipment are kept in warehouses until they are sent, especially when it comes to electric automobiles, which are customized by most customers before they are purchased. Because no third parties are involved in the resale of Tesla items, the company is able to maintain pricing control, however delivery times may be delayed (Tesla, 2020).
	Some of Tesla's notoriety has been gained by unusual ways at times, with the most noteworthy promotional maneuver being the flight of a Roadster model into Earth's orbit as part of a SpaceX rocket test (Wall, 2018). Social media and numerous entertainment sites also provide a fantastic free marketing tool, with consumers promoting things with little effort on the part of the brand. Tesla automobiles are available for purchase both online and at company showrooms. Another sales strategy that has gained popularity among clients is the ability to finance SolarCity's Solar Roof product (Tesla, 2020).
	Tesla's customer service has recently come under fire, primarily from customers who have gone so far as to sue the company for failing to respond to their inquiries and complaints in a timely and respectful manner, with a spike in complaints following the release of the Model X, which caused massive delays in servicing existing vehicles. To address some of the concerns, the business has chosen to add 100 new service centers to the 150 already in operation, as well as give 350 mobile service vans for extra help around the United States (Alvarez, 2018).



5. [bookmark: _Toc92213689]VRIO Analysis
	Sustainability Competitive Advantages
	Value
	Rarity
	Inimitability
	Organizational support
	Sustainability

	Reputation and Brand Awareness
	Yes
	Yes
	Yes
	Yes
	Yes

	Innovative Capabilities
	Yes
	Yes
	Difficult
	Yes
	Yes

	Manufacturing
	Yes
	Yes
	Difficult
	Yes
	Yes

	Stores
	Yes
	Yes
	Difficult
	Yes
	Yes

	Charging Network
	Yes
	Yes
	Difficult
	Yes
	Yes



[bookmark: _Toc92213690]Conclusion

Due to the high costs and level of technology required, it is difficult for other companies to follow Tesla's model, as some features, such as the fast car charger network implemented in the United States, manufacturing, and innovative capabilities, are very difficult to replicate, as shown in the analysis above. Nevertheless, despite its strengths which maintain the company on the top of EV market, the threat of new entrants that can provide similar products at lower prices can threat the company position. Therefore, adaptability to the market demands is the key to maintain the competitive advantage in this context, given the premium brand strategy adopted by Tesla. Hence, Tesla must seek new opportunities of expansion on the emerging markets and expand its product offer accordingly to the market needs.
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