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Executive summary
[bookmark: OLE_LINK67]This report mainly studies Tesla, a famous electric vehicle company. The global electric vehicle industry is changing very fast. I have made a comprehensive business strategy analysis of Tesla. At present, Tesla has a strong advantage in the international electric vehicle market. A large part of this is due to the continuous innovation of its technology. At the same time, the company is also facing many external factors. The current global economic environment is not very friendly to merchants. The world is facing rapidly rising inflation, and the loan interest rates of many banks are getting higher and higher. The automobile market is also undergoing great changes. A few car companies control the whole market. In order to discover and study these problems, this report uses analytical tools such as PESTEL, VRIO and Ansoff's Matrix. We focused our assessment on Tesla's strategic changes. The company is using a competitive strategy. Tesla pursues the low cost of manufacturing and the characteristics of automobile products. This report provides Tesla with feasible suggestions. Tesla must take responsibility for environmental protection and social contribution. Therefore, Tesla must make the supply chain more transparent. And we should also accelerate the research and development of relevant technologies for circular economy, such as the recycling of waste batteries of electric vehicles. Only in this way can it balance business growth goals and long-term social responsibility.
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[bookmark: OLE_LINK78][bookmark: _Toc225330428][bookmark: OLE_LINK87][bookmark: OLE_LINK8][bookmark: OLE_LINK88][bookmark: OLE_LINK84][bookmark: OLE_LINK85][bookmark: OLE_LINK57]1.Introduction
[bookmark: OLE_LINK59]Tesla is a pioneer of electric vehicles in the world. The company's strategic trajectory is fundamentally guided by its organizational mission: "Accelerate the global transition to sustainable energy"(Whittington, 2019)。Describe the important strategic value of Tesla in this transformation process. The company is at an important stage of transformation from a mass market innovator to a mass market leadership position.
At present, Tesla is facing many economic and strategic challenges. Observing the global economic environment is characterized by ever-changing inflation and continuously rising high bank interest rates, which inhibits many originally capable consumers' ideas about intensive commodities such as electric vehicles and cars. In terms of the strategy of enterprise layout, the electric vehicle industry is experiencing an unusually fierce price war and supply chain instability. This report will critically assess the impact of these external factors on Tesla and balance the economic competitiveness and ethical responsibility of the sustainable development strategy.
[bookmark: _Toc225330429]2. External Analysis
[bookmark: _Toc225330430]2.1 PESTEL
The macroeconomic environment has a significant impact on Tesla's development, which can be evaluated through the PESTEL framework. (Tournois, 2012)。In terms of the global economy, global enterprises are facing high inflation and high interest rates. (Ryan-Collins, 2026)。From all angles, these economic data are detrimental to manufacturers in the global electric vehicle industry; the continuous rise in borrowing costs has greatly reduced consumers' desire to buy, thus reducing the total demand for new cars. In terms of local politics and law, although the carbon emission regulations that are almost implemented all over the world are conducive to the development of electric vehicles (Liu, 2022)，However, the short-term decline in government subsidies for electric vehicles in major markets (such as the European Union and the United States) has manitially raised the actual purchase price of consumers, threatening the growth of the market.
[bookmark: _Toc225330431]2.2 Porter's five-force model
The fierceness of the global electric vehicle market is growing exponentially, dominated by a few giant participants such as Tesla and BYD and traditional car companies (Volkswagen and Toyota) that are in transformation. In this oligopoly market, the technical barriers to the basic electric vehicle manufacturing have been greatly reduced, and they are often more likely to lead to fierce price wars. For example, BYD can use more cheaper alternatives to enter the market to meet more consumer needs and bring them more favorable prices. This has completely changed Tesla's conventional pricing, allowing Tesla to continuously reduce the price of electric vehicles to maintain sales. Apply Porter's five-force model (Grundy, 2006) We can understand an increasingly severe competitive environment:
• Competition between existing competitors (high): Due to the continuous price war between brands, the competition is extremely fierce. Like BYD, it will take advantage of lower labor costs, so it can be sold to customers at extremely competitive prices.
• Buyer's bargaining power (high): With the increasing choice of electric vehicle brands, consumers think that higher price elasticity is needed. Consumers now have a huge right to choose, which makes manufacturers compete fiercely over the price and function of electric vehicles.
• Threats to new brands (medium): The extremely high capital requirements for the manufacture of electric vehicles constitute barriers, although some technology giants (xiaomi) are joining the electric vehicle market.
The strategic impact of these external changes has seriously compressed the profits of the electric vehicle industry. This market is no longer a "blue ocean" driven by early innovation; and the early electric vehicle market is a "blue ocean" with less competition (Chan Kim and Mauborgne, 2005). 
As long as you do it, you can make money; now the market has become a highly homogenized and fiercely competitive "Red Sea", and everyone's profits have been seriously compressed. For Tesla, it is difficult to continue to maintain that high-profit growth by selling cars alone. If you only focus on sales, you will be trapped in the endless "low price war" and can't get out. These factors of the external environment force Tesla to find new profit points (such as the application industry, autonomous driving technology, new energy business, etc.). Only by jumping out of simple car trading can we get rid of the vicious competition among many car manufacturers.

[bookmark: OLE_LINK54][bookmark: _Toc225330432]3. Internal Analysis
[bookmark: _Toc225330433]3.1 VRIO Framework
In order to determine whether Tesla has the internal ability to overcome external profit pressure, we use the VRIO framework. (Whittington, 2019). Tesla's proprietary battery management system and fully autonomous driving (FSD) data accumulation have both production value and scarcity. Crucially, Tesla's super charging pile layout and user-exclusive software ecosystem are a product moat that is difficult to imitate in the short term (Tsai, 2024). This gives the company a sustainable competitive advantage.
[bookmark: _Toc225330434]3.2 Value chain and economic efficiency
What Tesla can't imitate is the extreme integration of resources - from manufacturing its own chips to direct sales of electric vehicles. From the perspective of economics, this integration optimizes the company's main expenses. By opening a large super factory to produce electric vehicles, Tesla has achieved a deep economy of scale. With the increase in the production of electric vehicles, fixed costs are distributed to more electric vehicles, which significantly reduces the actual cost of each vehicle. This cost advantage allows Tesla to maintain its profit margin even when using price reductions to stimulate the demand of more consumers.
[bookmark: _Toc225330435]3.3 SWOT and TOWS matrix
· Advantages: extremely high resource integration rate, industry-leading profit margin, strong brand assets and advanced research and development.
· Disadvantages: Over-reliance on certain product lines (Model 3/Y) and controversial corporate governance.
· Opportunities: Expand the untapped markets (such as India) and the growth of clean energy storage.
· Threat: The global economic recession and fierce competition from electric vehicle manufacturers from China have led to lower prices.
TOWS Strategic Inspiration: Tesla can take advantage of its core advantages in manufacturing scale, cost efficiency and other aspects to actively grab market share from traditional car companies by actively updating user-supporting services such as upgrading hardware facilities(Pereira, 2025).
[bookmark: _Toc225330436]4. Strategy formulation and competitive positioning 
[bookmark: _Toc225330437]  4.1 Competitive position
With the development of Tesla, there has been a significant change in its positioning. Tesla has adopted a differentiated strategy (Smith, 1956)，The target audience is the global high-income early user group. However, with the expansion of the production capacity of Model 3 and Model Y, although Tesla has maintained its original sales. But in the long run, this has serious strategic consequences. Using a declining price war strategy in the electric vehicle market will only destroy the brand's premium and make Tesla more vulnerable to price damage from competing companies that have an advantage in labor costs. By taking advantage of the size of the huge supply chain, Tesla should now compete in cost control (frequent price reductions) and increased differentiation with other electric vehicle companies (software and hardware accelerated iteration and brand reputation).
Strategic adjustment: In order to get rid of this business battlefield of continuous price reduction, Tesla can only choose to transform. Apply the Ansoff matrix (Loredana, 2017)，Tesla must change from the strategy of reducing the price of electric vehicles to the diversification of new product development and services. (Jäger, 2009). Tesla can't just focus on selling cars, but must focus more on its lasting competitive advantage (Barney, 1995)，Such as artificial intelligence, software and hardware. The strategic deployment in the field of robot and new energy energy storage represents the strategic diversification beyond passenger cars. Deploy super factories and online sales business to areas with cheaper manpower and areas that have not been developed by other brands. This transformation directly responds to the external threat of hardware commercialization by locking consumers in a high-profit and differentiated software ecosystem, which greatly reduces the impact of the cyclical recession in the electric vehicle industry(Wesselin, 2014).
[bookmark: _Toc225330438]6. Sustainability & Recommendations
[bookmark: _Toc225330439]6.1 Evaluate sustainability initiatives
Sustainable development (Parris and Kates, 2003) For Tesla, it is not just an obligation or marketing tool. It can operate as a core component of strategic competitiveness. The production of electric vehicles can indirectly reduce oil consumption and carbon dioxide emissions, which also supports environmental sustainability (Goodland and Daly, 1996). However, Tesla's heavy dependence on raw materials such as lithium and cobalt needed to extract batteries has triggered serious supply chain and ethical problems. Tesla has also destroyed the natural environment and extremely bad working environment in many developing countries. This is a very serious operational risk.
[bookmark: _Toc225330440]6.2 Strategic suggestions
In order to make sustainable development consistent with environmental and social responsibility, Tesla should implement the following recommendations:
1. Supply chain transparency and ethics: Tesla needs to require suppliers to comply with ethical norms with the strictest standards to reduce human rights risks. It can effectively protect Tesla's intangible assets from environmental and social disputes (Schäfer, 2023).
2. Investment circular economy (Donia, 2018)：The battery recycling business of electric vehicles should be actively expanded. In order to cope with the pollution caused by long-term exploitation of resources, Tesla should invest in advanced battery recycling technology. Realize the use of battery materials in the most economical way to reduce the pollution caused by primitive mineral mining.
[bookmark: _Toc225330441]7. Conclusion 
In a word, Tesla dominates the structure of the electric vehicle market with a highly integrated supply chain and an inimitable scale. External analysis shows that fierce oligopoly competition is seriously squeezing the profit margin of the electric vehicle industry. If Tesla wants to maintain a competitive advantage for a long time, Tesla must pay less attention to the simple hardware price war. Tesla should give full play to the advantages of the moat in terms of software functions. And we should establish a supply chain that complies with ethical norms and protects the environment, and operate with a hybrid strategy to prove that the operation of Tesla's sustainable development strategy can turn favorable factors into powerful tools to cope with the harsh market environment. Sla is in a critical transition period. It is changing from a pioneer of innovation to a leader in the mass market.
In a word, Tesla must give full play to its core advantages (Agha, 2011). It should use the scale effect of super factories to reduce costs. (Haldi and Whitcomb, 1967). At the same time, we should retain customers through the software ecosystem. Only by transforming from an "automobile manufacturing company" to a "high-tech service company" can Tesla stay ahead in the fierce global competition and achieve true sustainable development.
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