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Environmental Analysis of Automobile Industry: Tesla
Introduction
	Tesla is a competitive automotive company. The corporation, headed by Elon Musk, has made significant steps in achieving its position in the industry. The company, founded in 2003, has shown an upward trajectory and competes with established automakers that have been in the field for long. However, Tesla has a long way to go in business decision-making. Thus, it is relevant to understand the current business situation and how Tesla can achieve their goals through strategic alignment of its operations. This report provides business analysis by evaluating Tesla’s PESTLE, SWOT, Value Chain, and Porter’s Five Forces.

PESTLE Analysis
Political Factors
	The primary political factor includes the political stability in most of Tesla’s major markets. The corporation mainly targets America, Europe, and Asia. Specifically, Tesla sold many cars in the Netherlands, China, and the United States. Some of the company’s major markets in Europe include Norway, Netherlands, and Germany (Klesty, 2022; Wagner, 2021; Schmidt, 2021). These countries have a stable political system that encourages economic growth. Another opportunity in the political aspects is incentives applied by different governments concerning electric vehicles.  Europe, the tax benefits affect the owners and the companies. For instance, in Finland, owners pay minimum rates for “zero-emission vehicles” while companies receive €170 per month tax deduction from income tax between January 2021 and December 2025 (ACEA, 2021). Such incentives allow Tesla to sell more electric vehicles to these countries since their target customers can afford them.
Economic Factors
	The main economic factor affecting Tesla is global economic instability. While the corporation has made significant sales, it feels threatened by the economic meltdown affecting multiple regions in Europe, America, and Asia. A significant concept is unemployment and job loss. The growing financial crisis associated with the coronavirus pandemic is increasingly affecting Tesla consumers. The company mainly targets high-end consumers that can afford these machines. However, high unemployment rates and other economic challenges forces clients to consider cheaper alternatives. Thus, Tesla is threatened by these challenges.
Social Factors
A major social factor includes the decision by consumers to focus on renewable energy. The market in Europe and America are conscious about green energy. The craze of buying electric cars is on a high level. They also appreciate the concept of low-carbon systems. This situation encourages Tesla’s ability to produce quality electric vehicles that meet the consumer demands. Besides, the target customers mainly want quality fast-moving vehicles. This factor encourages Tesla to produce sports and fast vehicles. Quality is a priority for Tesla. 
Technological Factors
The main technological issue affecting the company is advancements of robotic technology. Artificial intelligence is a significant concept that corporations consider in their daily operations. For instance, companies consider automation systems in the production of vehicles. They use machine learning to create frameworks that increase efficiency and production rates while reducing the production costs. Tesla uses these technologies to help in production. As it focuses on quality vehicles, the company ensures it meets its desired targets. It tests the vehicle parts are avoid faults. Besides, artificial intelligence has led to controversy surrounding the releasing of workers. However, Tesla balances its employment portfolio by hiring the appropriate personnel that can effectively blend with machines.
Legal Factors
	The main legal issue affecting Tesla revolves around trademark and patency. Automobiles have strict patency legalities that companies like Tesla must consider. The introduction of electric car systems requires high-level patency and trademarks. For instance, Tesla must follow the international guidelines on protecting the rights over battery production, body shapes, and other physical requirements. Besides, the corporation includes various trademarks due to its increasing use of technology. Tesla should build a strategic legal team that advises it on the best approaches to ensure protection of trade secrets. 
Environmental Factors
	Tesla experiences various environmental issues. The main factor is climate change. For a long time, global leaders have discussed the importance of controlling toxic emissions in the air. For instance, the automotive industry inclines towards renewable energy sources. Electric and hybrid vehicles are competitive in the market due to well-informed customers. Tesla must continue reducing the production and selling costs while reducing the carbon imprint. The corporation boasts of high performance in selling its environmentally conscious products. 



SWOT Analysis
	Strengths
	Weakness

	Competitive Leadership: Elon Musk is a great icon in the automotive industry. Under his leadership, Tesla 
Battery technology: Tesla is improving the battery technology by introducing the Lithium iron phosphate batteries. These batteries charge and discharge at high speeds.
Financial Strength: Tesla’s revenue increases on an annual basis due to increased sales.
Technology: The company uses technological advancements of electric vehicles.
Electric Vehicles: Tesla mainly produces quality electric vehicles, and thus, is highly competitive.
Fastest Growth: Tesla was founded in 2003, yet it sells more 
	Limited market presence: Tesla cars are only available in few countries. This situation prevents it from extensive international growth.
Delayed repair time: Tesla takes long to repair its vehicles

Expensive repair: repairing Tesla vehicles is expensive after an accident



	Opportunities
	Threats

	Changing Battery technology: the evolution of the battery technology would make Tesla vehicles affordable and readily-available.
Diversification: Tesla is diversifying its vehicle production by focusing on electric trucks and semi-trucks.
	Rivalry for electric semi-trucks: While Tesla is planning to produce an electric semi-truck, it faces rivalry from Thor Trucks Automotive.



	Based on the SWOT analysis, it is evident that Tesla is making the right decisions. Under Elon Musk’s leadership, the company has set targets on inventions and innovations that would reduce the prices of its products. Meanwhile, Tesla’s strategy is to build quality electric vehicles that can outdo other rivals. The production of trucks and semi-trucks would further improve Tesla’s portfolio in the automotive industry. However, it needs to strategies by developing semi-trucks that match consumer needs. While the company faces competition from Thor Trucks Automotive, it boasts of financial muscles that would improve the quality of the products. Therefore, Tesla has more opportunities than threats.

Value Chain Analysis
Inbound logistics: Receives raw materials from different suppliers globally
Operations: Manufacturing plants in various parts United States, Netherlands, & China
Services: Post-sale services from service outlets.
Outbound logistics: multi-channel (retail outlets or stores)
Marketing & Sales: Zero-dollar marketing (word of mouth)
Infrastructure: Expansion of supercharging stations, service locations, and service stores.
HRM: Hiring competitive personnel that blend with automated services
Technology: robotics and artificial intelligence in production; battery technology
Procurement: Purchase from multiple suppliers

Value Chain Analysis

	Based on the value chain analysis, it is evident that Tesla operates an effective supply chain system and meets its needs. The company coordinates between artificial intelligence and human resource management. While machinery encourages high performance, Tesla balances them with skilled labour that understands the overall requirements of the company. Besides, Tesla has established a system that blends numerous aspects of value chain. For instance, the company avoids sophisticated nursing. 

Porter’s Five Forces
	The Porter Five Forces represent the major concepts regarding competition in the market.
Competition
Overall, Tesla experiences stiff competition from many brands, mostly in Europe and America. In America, the corporation competes with the three great automakers. They include Ford, Chrysler, and General Motors. They have also invested in electric vehicles, apart from the gas or petrol cars. In Europe, Tesla competes with giant brands such as BMW, Volkswagen, and Mercedes-Benz. In Japan, the corporation faces competition from Toyota, Honda, and Nissan. While these global hegemonies have significant rivalry, Tesla’s performance is above them. Tesla mainly deals with electric vehicles and is way ahead of them in terms of production and technology. Thus, the corporation has an opportunity of maintaining its performance at the top.
Potential New Entrants
	Tesla has insignificant competition from new entrants. Currently, companies such as Jaguar, BMW, Ford, Toyota, and General Motors build p electric vehicles. However, the major disadvantage in electric car production is poor performance. For instance, the vehicles are slower than the traditional vehicles. Besides, the batteries do not last long, and thus, companies have invested a lot of funds to improve these shortcomings. Meanwhile, Tesla has made significant steps by developing competitive vehicles such as Model 3, Model X, and Model S that have high speed and can achieve long mileage within a single charge. Based on these factors, the company faces no threats from entrants. A major entrant that may affect Tesla sales is Thor Trucks Automotive. The company is building competitive semi-trucks, although it may struggle with financial incapacitation.
Power of Suppliers
	The bargaining power of suppliers of Tesla is average. First, Tesla takes advantage of its brand name to engage with its suppliers. Many suppliers are interested in associating with Tesla since it possesses a strong brand image. They use Tesla in their marketing portfolios, since their clients can effectively trust them. Besides, Tesla has extensive number of suppliers since it buys its components from various sources. Such conditions reduce their bargaining power. While Tesla receives batteries from one supplier, it still controls how it operates with Panasonics. Another factor is the economies of scale, where Tesla buys its materials in bulk. This condition forces the suppliers to sell the raw materials at lower prices.
Power of Customers
Tesla’s customers have a significant buying power. They have critical factors that they consider before buying Tesla vehicles. A major concept is price sensitivity, where consumers choose products according to prices. Overall, consumers that seek electric vehicles want cheaper models. Many companies produce these vehicles, including Nissan, BMW, General Motors, Volkswagen, and Mercedes-Benz. Tesla’s vehicles can be considered as expensive compared to its rivals. Besides, the cost of repair is significantly higher. These conditions may discourage people from buying these vehicles. Another concept is product differentiation, where many automakers have invested in electric cars. Customers have preferences according to prices and quality. Meanwhile, Tesla has built various models, including Model 3, Model S, and Model X. Thus, the company provides alternatives for its target consumers.
Threats of Substitutes
	Tesla faces substitution threat from gas and petrol vehicles. While most consumers are interested in electric cars, they may opt for the traditional models. The main reason for such a situation is price sensitivity. Electric machines are expensive compared to the traditional cars. Further, Tesla’s pricing model majorly targets consumers that have no financial concerns about its cars. Tesla struggles to meet the demands of middle income-earners due to relatively expensive models. Thus, the automaker should design strategies that can minimise the purchase of substitutes. For instance, with the current advancements in battery technology, the company may reduce the cost of production and prices.
Conclusion
	Tesla is a competitive brand, as revealed by the business analysis. Based on the SWOT analysis, the corporation boasts of a vibrant labour force which blends with automated systems. Elon Musk’s influence is also a significant factor. However, the company is improving its batteries to remain competitive. In PESTLE analysis, the major threat is the global economic meltdown. However, the company focuses on technological improvements that would make their vehicles affordable. The value chain analysis underscores the relationship between stakeholders in the supply chain process. Tesla has established a significant system that allows automation, human resource management, and the purchase of supplies from suppliers. Meanwhile, the Porter’s five forces reveal the opportunities that Tesla has in its niche. The company should mainly evaluate the ways of reducing prices to increase consumer purchases.
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