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[bookmark: _Toc225283193]Executive Summary
This report provides a strategic analysis of Tesla, including its external environment, internal capabilities, and competitive positioning within the global electric vehicles sector. Analysis uses the PESTLE, Porters Five Forces, RBV/VRIO, Value Chain, SWOT/TOWS, and Ansoff Matrix models to determine key opportunities and threats that affect the performance of Tesla. The findings show that Tesla possesses a highly competitive advantage based on innovation but faces threats like price wars, regulatory forces, and supply chain dependencies. The report concludes with strategic recommendations towards sustainability, cost-efficiency, and diversification because it is essential to match business strategy with long-term environmental and economic objectives.
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[bookmark: _Toc225283194]1. Introduction
Tesla, Inc. is a leading American electric vehicle (EV) and clean energy company whose goal is to accelerate the global shift to sustainable energy (Tesla, 2024). The company is quite relevant to strategic analysis due to its disruptive business model, its quick internationalisation, and the increasing competitive pressure on it by established automakers as well as new EV companies. Competition in the industry, supply chain constraints, regulatory aspects, and fluctuating global demand of electric vehicles are some of the major strategic and economic challenges facing Tesla (Faraonov and Tarasova, 2025). The skill to strike a balance between growth ambitions and long-term sustainability commitment and profitability is also one of the significant problems. All these facts make Tesla an appropriate case study to explore how firms can deal with the complex external environment, leverage on their own strengths, and develop sustainable competitive advantage in a dynamic market.
[bookmark: _Toc225283195]2. External Analysis
[bookmark: _Toc225283196]2.1. PESTLE Analysis
Table 1 (Appendix 1) shows that the demand for electric vehicles has been greatly triggered by the political support in the form of the U.S. EV incentives, including tax credits up to $7,500 (IRS, 2025). Nevertheless, Tesla is vulnerable to supply chain risks due to geopolitical tensions, especially between the U.S and China, considering that the company relies on global networks of production. Economically, the U.S. has been experiencing high interest rates (3.50-3.75%), which have made auto loans unaffordable, thus directly impacting consumer purchasing behaviour (Cox, 2026; Konish, 2026). Social trends are in favour of sustainability, and the increasing global EV adoption is observed, but affordability issues and range anxiety limit the demand (Muratori et al., 2025; Hertzke et al., 2025). Innovation in battery systems and autonomous driving gives Tesla a competitive advantage technologically, but it demands long-term investment in research and development (Crothers, 2024).
[bookmark: _Toc225283197]2.2. Porter’s Five Forces Analysis
These pressures are further aggravated by the competitive nature of the EV industry. The competition is very intense, as depicted in Table 2 (Appendix 2), as the players include established automakers as well as the emerging EV players. It is interesting to note that BYD has surpassed Tesla in global EV sales, which indicates an escalating competitive intensity (Ewing, 2026). Price sensitivity and alternative availability also contribute to high buyer power, which requires Tesla to introduce price cuts in order to maintain demand (Dahdal, 2024). Meanwhile, supplier power is moderate because of reliance on key raw materials like lithium and nickel, but Tesla has vertical integration efforts, which partially decrease this risk.
[bookmark: _Toc225283198]2.3. Key Economic Trends
The strategic challenges of Tesla are supported by key economic trends (see Table 3 in Appendix 3). Although the global EV sales are increasing (approximately 14 million vehicles in 2023), and this indicates growth opportunities (International Energy Agency, 2024b), price rivalry and supply chain instability are imposing negative margins (Roy and Sriram, 2025; Erickson, 2022). Also, the introduction of government incentives and the fact that Tesla ventured into energy and AI show the transition to diversification and long-term strategic repositioning (Colthorpe, 2026). Taken together, these indicators reveal that Tesla is situated in a highly dynamic and competitive environment, where it needs constant strategic adjustment to sustain its position in the market.
[bookmark: _Toc225283199]3. Internal Analysis 
[bookmark: _Toc225283200]3.1. Resource-based View
Tesla can be examined in terms of its internal strategic position by applying the Resource-Based View (RBV), which suggests that competitive advantage is gained when firms possess valuable, rare, inimitable, and well-organised resources (D’Oria et al., 2021). This is operationalised in the VRIO framework, which evaluates whether the resources can create a lasting advantage. As shown in Table 4 in Appendix 4, Tesla has a number of capabilities that are qualified as VRIO. Its high-quality global brand increases customer loyalty and perceived value, and its vertically integrated Gigafactories allow it to be cost-efficient and produce large-scale output (Hargreaves, 2026). Moreover, the Supercharger network of Tesla, which includes more than 50,000 charging points worldwide, constitutes an extremely imitable advantage in infrastructure that strengthens the ecosystem positioning of Tesla (Euromonitor International, 2024). Not every capability offers a sustained advantage. Though Tesla has autonomous driving technology that is valuable and rare, it only offers a temporary advantage because of the convergence in technology and growing regulatory attention.
[bookmark: _Toc225283201]3.2. Value Chain Analysis
In order to further analyse the value creation of Tesla, Value Chain Analysis is utilised, which measures the role played by activities within the organisation in driving competitive advantage (Kohnová and Salajová, 2023). According to Table 5 (Appendix 5), Tesla has enhanced its inbound logistics with long-term sourcing contracts on the main battery materials, which lowers the supplier dependency of the company but exposes it to the commodity price fluctuations (Lambert, 2022; Zadeh, 2025). Its business model, based on Gigafactories, facilitates economies of scale and cost leadership (Akhtar, 2025). The direct-to-consumer model ensures that Tesla avoids intermediaries, which offers cost benefits and a higher level of control over customer experience (Weber, 2023). Moreover, its research and development spending, amounting to about $3.1 billion in 2023, helps it remain constant in terms of AI, battery, and automation innovation (Harmon, 2025). The weakness, however, lies in service capacity constraints that may influence customer satisfaction even after technological differentiation.
[bookmark: _Toc225283202]3.3. SWOT/TOWS Analysis
Lastly, internal capabilities and external conditions are combined through SWOT and TOWS analysis (Tables 6 and 7 respectively in Appendix 6). SWOT determines the main strengths, weaknesses, opportunities, and threats, and TOWS goes further and correlates them with strategic actions (Zima et al., 2025). Tesla has the strengths of innovation and infrastructure and is well-placed to capitalise on the rapidly increasing EV market, which reached around 14 million global sales as of 2023 (International Energy Agency, 2024b). Nevertheless, the threats, like margin pressure due to price cuts and dependence on automotive income, limit the profitability (Dahdal, 2024). TOWS allows Tesla to utilise its technological potential to enter the energy storage and AI markets, and address the threats of competition and regulatory forces by cutting costs and improving compliance (Colthorpe, 2026; White, 2026). On the whole, the internal review of Tesla reveals that its competitive advantage is heavily resource-based, yet it must be sustained through the constant innovation and adaptation to the external pressures.
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[bookmark: _Toc225283204]4.1. Porter’s Generic Strategies
The Porter's Generic Strategies can be used to analyse the current competitive positioning of Tesla, where the three main sources of competitive advantage are cost leadership, differentiation, and focus (Ali and Anwar, 2021). Tesla has a hybrid differentiation and cost leadership strategy. It stands out with cutting-edge technology, battery development, software assimilation, and autonomous driving features, which increase the perceived value among customers. Meanwhile, Tesla is increasingly seeking cost leadership by economies of scale and manufacturing efficiency through its Gigafactories (Qin, 2023). This two-pronged strategy is reflected in the price cuts on major models of Tesla in 2023-2024, intended to keep the company competitive in an increasingly price-sensitive EV market (Dahdal, 2024). Nevertheless, this strategy has been helpful in volume growth, but has also placed downward pressure on profit margins, which points to the trade-off between cost competitiveness and profitability.
[bookmark: _Toc225283205]4.2. Ansoff’s Matrix
The Ansoff Matrix, which classifies growth in terms of existing/new products and markets, offers a systematic approach to evaluating strategic expansion of Tesla. The two main strategies that Tesla has used are market development, where the company enters new geographic markets using the same products, and product development, where the company introduces new products to the existing markets (Ferraz Soares Ferreira and Marques Moscoso, 2024). The fact that Tesla is expanding to new markets, including Europe and China, can be seen as market development because it allows access to new customer bases and expand market share. The product development can be observed in the form of a constant innovation, such as the introduction of new models of vehicles, the introduction of energy storage systems like Powerwall and Megapack (Kothari, 2026). In more recent times Tesla has been diversifying, investing in artificial intelligence, robotics, and energy solutions, an indication that it is no longer relying on automotive. Although diversification is a growth opportunity in the long-term, it is also associated with increased risk because of uncertain technological and capital intensity.
[bookmark: _Toc225283206]4.3. Mergers and Acquisitions (M&As)
In the context of Mergers and Acquisitions (M&A), Tesla has long been selective in acquisitions to improve its technological capacity rather than huge consolidation. To illustrate the point, the acquisition of Maxwell Technologies in 2019 helped Tesla to increase its battery technology expertise, facilitating the long-term innovation and cost-reduction (Tesla, 2019). This focused M&A approach is in line with its resource-based strategy, which focuses on acquiring strengths that enhance competitive advantage. Going forward, the strategic placement of Tesla can be further improved with the possible acquisitions in the sphere of AI, battery supply chains, or energy infrastructure. Overall, Tesla maintains a dynamic balance between differentiation, cost effectiveness and expansion in its strategy. Despite its hybrid positioning and growth strategies which enable it to dominate the market, sustaining such competitive advantage will need it to balance margin pressures, increasing competition and the risk associated with diversification.
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[bookmark: _Toc225283208]5.1. Sustainability Initiatives and Strategic Implications
The core concept of Tesla is exactly aligned with sustainability since the mission of the company is to accelerate the transition to sustainable energy. Its EVs assist in reducing the emissions of the greenhouse gas in comparison to vehicles powered by internal combustion engines and contribute to global decarbonisation (International Energy Agency, 2024). In addition, Tesla has also entered into the renewable energy products (including Powerwall and Megapack) which underscores its position as a clean energy solution provider (Kothari, 2026). However, the problems of sustainability, both in the context of the environmental footprint of battery production, and the acquisition of key materials, such as lithium and cobalt, remain (Lakhani, 2023). These issues create reputational and regulatory risks that have the potential to affect the long-term strategic positioning.
[bookmark: _Toc225283209]5.2. Strategic Recommendations
Firstly, Tesla can ensure that supply chains are more sustainable by investing in recycling solutions and purchasing ethically obtained battery materials to reduce environmental and social risks. Second, the company needs to improve cost-effectiveness and affordability to address price sensitivity in a manner that it is broadly adopted in the market without incurring too much loss of margins. Third, Tesla must improve its service network and customer experience, as operational inefficiencies can damage its brand strength. Finally, strategic alliances in AI and energy infrastructure can be developed to support diversification and innovations and overcome technological risks.
[bookmark: _Toc225283210]5.3. Internationalisation, Ethics, and Long-Term Trends
The internationalisation strategy of Tesla must be targeted at those areas where the implementation of EVM is favorable supported by the regulations, such as Europe and Asia, and be adapted to local markets. Proper attention should be given to ethical issues, particularly in labour practice and source of resources to maintain stakeholder confidence. In the long run, sustainability trends like increased environmental regulations and shift towards renewable systems of energy will favour those firms that are able to balance the environmental and financial objectives. Consequently, the ability to synchronize innovation with sustainability practices will be crucial to Tesla in maintaining a competitive edge.
[bookmark: _Toc225283211]6. Conclusion 
This report has demonstrated that Tesla operates in a highly dynamic and competitive environment because of the macroeconomic pressures, intense industry competition and evolving sustainability demands. External analysis revealed the regulatory support, price competition, and supply chain constraints as the most influential factors, and internal analysis identified that the competitive advantage of the Tesla is largely predetermined by its technological power, brand strength, and integrated ecosystem. However, margin pressure, regulatory risks, and increasing competition are also still pressing. The strategic positioning analysis of Tesla revealed that the company employed a hybrid strategy of differentiation and cost leadership, which is facilitated by expansion through market and product development. Overall, these results highlight the idea that effective strategic management, particularly the alignment of innovation, cost efficiency, and sustainability, is the only way to gain competitive advantage in the long-term.
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Table 1: PESTLE for Tesla (U.S.A.)
	Factor
	Key Points 

	Political
	· US government EV incentives (e.g., Inflation Reduction Act tax credits up to $7,500) (IRS, 2025) 
· Trade tensions (US-China) impact Tesla’s Shanghai operations and supply chain exposure (Lincoln, 2025)

	Economic
	· US Federal Reserve interest rates remain elevated at 3.50%-3.75% (2025-2026) (Cox, 2026)
· Average new car loan rates ~6.5%–7% in 2025-2026, significantly higher than pre-pandemic levels (Konish, 2026)
· Higher financing costs have pushed average monthly car payments to ~$781 in 2025, reducing affordability for consumers (Reiff, 2026)

	Social
	· Growing consumer preference for sustainable transport, with EV adoption increasing globally (Muratori et al., 2025) 
· Demand volatility due to affordability concerns and range anxiety persists (Hertzke et al., 2025)

	Technological
	· Tesla’s competitive edge in battery tech and autonomous driving (Full Self-Driving) (Crothers, 2024)
· Rapid innovation cycles require high R&D investment (International Energy Agency, 2020)

	Environmental
	· Strong alignment with decarbonisation goals, as EVs reduce lifecycle emissions vs ICE vehicles (International Energy Agency, 2024a) 
· Criticism over battery production environmental impact (mining, lithium use) (Lakhani, 2023)

	Legal
	· Increasing regulatory scrutiny on autonomous driving safety (NHTSA investigations into Tesla Autopilot) (White, 2026) 
· Compliance with global emissions standards critical to market access
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Table 2: Porter’s Five Forces Analysis
	Force
	Tesla-Specific Analysis

	Threat of New Entrants
	Moderate-Low
· High capital requirements, but new EV firms (Rivian, Lucid) emerging (Lambert, 2026)
· Government subsidies lowering entry barriers in EV sector (National Bureau of Economic Research, 2025)

	Bargaining Power of Suppliers
	Moderate 
· Dependence on lithium, nickel, cobalt suppliers increases price volatility (Jennifer, 2026)
· Tesla investing in vertical integration (battery supply agreements) to reduce dependency (Hargreaves, 2026)

	Bargaining Power of Buyers
	High
· Consumers highly price-sensitive, due to which Tesla forced to cut prices multiple times in 2023-2024 (Dahdal, 2024) 
· Increasing EV alternatives, due to which switching costs decreasing (Hertzke et al., 2025)

	Threat of Substitutes
	Moderate
· ICE vehicles still dominant globally (Global Energy Prize, 2023)
· Public transport and hybrid vehicles remain alternatives

	Competitive Rivalry
	Very High
· Tesla vs BYD, Volkswagen, Ford, GM 
· BYD surpassed Tesla in global EV sales in 2023 (Ewing, 2026) 
· Price wars reducing margins
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Table 3: Key Economic Trends influencing Tesla
	Trend
	Impact on Tesla Strategy

	Global EV Market Growth
	· EV sales reached ~14 million globally in 2023 (International Energy Agency, 2024b) 
· Supports Tesla’s expansion strategy

	Price Competition in EV Market
	· Tesla reduced prices across key models to maintain demand (Roy and Sriram, 2025) 
· Margin pressure but volume growth strategy

	Supply Chain Volatility
	· Semiconductor shortages and raw material costs impact production (Erickson, 2022) 
· Push toward vertical integration

	Interest Rate Increases
	· Higher borrowing costs reduce affordability of EV purchases  
· Demand sensitivity

	Government Subsidies and Regulation
	· EV incentives drive adoption but vary by region (IRS, 2025)  
· Influences Tesla’s global market prioritisation

	Shift Toward Energy and AI Integration
	· Tesla expanding into energy storage and AI (Colthorpe, 2026) 
· Diversification beyond automotive revenue
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Table 4: RBV and VRIO Analysis
	Resource / Capability
	Valuable
	Rare
	Inimitable
	Organised
	Outcome

	Brand and Market Leadership
	Yes
	Yes
	Yes
	Yes
	Long-term competitive advantage

	Battery Technology and Gigafactories
	Yes
	Yes
	Yes
	Yes
	Long-term competitive advantage

	Autonomous Driving (FSD)
	Yes
	Yes
	No
	Yes
	Temporary competitive advantage

	Supercharger Network
	Yes
	Yes
	Yes
	Yes
	Long-term competitive advantage

	Cost Efficiency and Scale
	Yes
	No
	No
	Yes
	Temporary competitive advantage
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Table 5: Value Chain Analysis
	Value Chain Activity
	Analysis
	Strategic Implication

	Inbound Logistics
	Long-term supply agreements for lithium, nickel, and battery materials (Lambert, 2022; Zadeh, 2025)
	Reduces supplier dependency but still exposed to commodity price volatility

	Operations
	Gigafactories (USA, China, Germany) enable high-volume EV production (Akhtar, 2025)
	Strong economies of scale and cost efficiency

	Outbound Logistics
	Direct-to-consumer sales model (no dealerships) (Weber, 2023)
	Eliminates intermediaries; cost advantage; control over customer experience

	Marketing and Sales
	Minimal advertising spend compared to competitors (Koetsier, 2019)
	Cost savings, but reliance on brand and CEO visibility creates reputational risk

	Service
	Over-the-air (OTA) software updates enhance vehicle performance remotely (Tesla, 2026)
	Strong differentiation, though service capacity constraints remain

	Technology Development
	~$3.1 billion R&D investment in AI, battery tech, and automation (Harmon, 2025)
	Sustains innovation-driven competitive advantage

	Firm Infrastructure
	Integrated ecosystem (EVs, energy storage, AI systems)
	Supports diversification and long-term growth strategy
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Table 6: SWOT Analysis
	Strengths (S)
	Weaknesses (W)

	· Strong global brand value and innovation leadership in EV market 
· Advanced battery technology and vertically integrated production (Gigafactories) (Hargreaves, 2026)
· Extensive Supercharger network (50,000+ globally) enhancing customer convenience (Euromonitor International, 2024)
· Strong R&D capability in AI, autonomy, and energy systems (~$3.1B investment) (Harmon, 2025)
	· Profit margins pressured due to aggressive price cuts in 2023-2024 (Dahdal, 2024)
· Limited after-sales service capacity and reported service delays 
· Heavy reliance on CEO-led brand perception and leadership decisions

	Opportunities (O)
	Threats (T)

	· Rapid global EV market growth (~14 million EV sales in 2023) (International Energy Agency, 2024b) 
· Expansion into energy storage and AI-driven technologies (Colthorpe, 2026)
· Government incentives supporting EV adoption (e.g., U.S. tax credits) (IRS, 2025)
· Increasing consumer shift toward sustainability and clean energy (Deo and Prasad, 2024)
	· Intensifying competition from BYD, Volkswagen, Ford, and GM 
· Regulatory scrutiny on autonomous driving systems (White, 2026)
· Supply chain risks due to dependence on lithium, nickel, and critical minerals (Jennifer, 2026)
· Price wars in EV market reducing industry profitability 



Table 7: TOWS Analysis
	
	Opportunities (O)
	Threats (T)

	Strengths (S)
	SO Strategies
	ST Strategies

	
	· Leverage strong brand and innovation capabilities to expand in high-growth EV markets 
· Utilise R&D and technological leadership to scale energy storage and AI businesses 
	· Use advanced battery and charging infrastructure to differentiate against low-cost competitors
· Strengthen autonomous driving capabilities to maintain technological edge amid rising competition

	Weaknesses (W)
	WO Strategies
	WT Strategies

	
	· Reduce dependence on automotive revenue by expanding energy and software segments 
· Enhance service infrastructure to support growing EV adoption and improve customer experience
	· Improve operational efficiency and cost control to offset margin pressure from price competition 
· Strengthen regulatory compliance and risk management in autonomous driving technologies 
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