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Introduction 
In this 21st-century automobile industry has changed drastically. The whole world is looking forward to electronic cars. China has already declared that by 2025 they will successfully implement electronic vehicles in their country. The industry has become very competitive day by day. Tesla is an American electronic car company established in 2023. However, this company has faced lots of challenges since 2003 (Motors, 2015). Due to the increasing competition in the market, Tesla still faces many problems. This report illustrates the internal and external business environment of Tesla and the challenges they are facing. In addition, Porter's five forces analysis of Tesla and value chain analysis are also demonstrated in this report. 
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Environmental analysis of Tesla 
The business environment encompasses all those factors which directly affect the company’s operation. The business environment is divided into two categories. One is an internal factor, and another is an external factor. The company has significantly less power over external factors. But, using different strategies, any organisation can control the impact of internal factors. However, using the SWOT analysis and PESTLE analysis tools, the effect of internal and external factors on the Tesla company is demonstrated below:
SWOT analysis 
	Strength
	Weakness

	· For the remarkable success of Tesla, their human resource team is liable. They hire the best talent from the world. Their HR team is one of the best strengths of the company.
· Tesla is the most valued company in the world. They are renowned in almost every country. In 2021, Tesla has served nearly 936,172 cars (Motors, 2015).
· Tesla car has proven the best electronic car in the world. This product quality of Tesla makes them successful. On a single charge, Tesla S model covers 600 kilometres. 
· The supply chain system of Tesla is very efficient. 
	· Mechanical complications and risk are one of the significant weaknesses of Tesla. Tesla faces continuous launch, manufacturing, and production ramp delays while launching its new vehicles and other products.
· Due to the complication in the production, Tesla might face the problem of supplying adequate products (Mangram, 2012). 
· Due to the high production cost and limited resources, Tesla failed to manufacture products in bulk amounts. 
· Due to the limited supply of batteries, the production system goes very slowly. 
· Tesla has a 5.38 billion dollars debt. 

	Opportunity
	Threats

	· Tesla can quickly expand their market in untapped countries. 
· Tesla is looking forward to making batteries in their factory. It allows the company to charge product prices lower. 
· Tesla can innovate one new product, which is a pick-up truck. It holds almost 17% share in the automobile industry in the US (Mangram, 2012). 
	· Despite the assurance of a good quality product, Tesla is accustomed to several product liability claims. 
· Tesla faces intensive competition from other vehicle companies such as Ford, Nissan, BMW, etc. 
· Due to highly complex engineering for innovative vehicles, Tesla's cars and other energy products have exhibited significant flaws in many cases. 



Despite having weaknesses and threats, Tesla is doing very well. They establish themself as the best electronic car company in the world. 
Pestle analysis 
Tesla has to face lots of external challenges while operating its business. They minimise these challenges by complying with the law and regulations of different counties. However, the PESTLE analysis of Tesla is illustrated below:
Political factor: Tesla has global outreach. They are continuously spreading their expansion and retail outreach all over the world. As a result, they are subject to a variety of legal, political, and regulatory requirements as well as various social and economic conditions over which they have minimal control. Due to the trade polity of several countries, Tesla faces some challenges. Political uncertainty and economic imbalance create a barrier for Tesla. Tesla was doing well with China, but the recent contradiction between US and China created some problems. 
Economic factor: Cars are considered the luxury goods in lots of counties. As a result, the government of these countries provides lots of restriction on it. Moreover, in developing countries, the Tesla car is considered the most luxurious car, and they wish to buy Tesla cars (Van den Steen, 2015). In addition, the charging station is an excellent problem for developing counties. The poor economic country finds it hard to believe in Tesla cars. This is why Tesla can’t enter developing counties. 
Social factor: The world is moving to sustainable societies and trying to reduce its carbon footprint. However, the electronic car sound very promising to eradicate the problem of carbon. Compared to conventional cars, electronic cars are less expensive. Tesla targets a large group excited to purchase the Tesla car due to its luxury design and good performance. Tesla has made a very positive mark by adopting the recent trends. 
Technological factor: There is constant technology innovation, and Tesla has been pioneering various tech advancements in the market. Recently, Tesla has introduced the autopilot system in their cars. However, Tesla faces some problems dealing with developing countries. There are many buyers, but the country has very few charging stations (Van den Steen, 2015). So, in the next few years, Tesla will have to sell their cars to developed countries. This technological barrier hindered the business operation. Moreover, in many countries, the autopilot system is not approved yet. 
Legal factor: Within a very short period, Tesla captured the vast global market. Tesla wants to provide good service to the people; that is why they are expanding the market so fast. To do so, Tesla has to update itself with the copyright and patent act of the particular counties. Some countries do not permit the sale of Tesla cars directly. Tesla has to form a different supply chain for selling in these countries. Tesla sued many times due to the violation of laws. However, Tesla has to abide by the rules of different counties. 
Environmental factor: The whole world is moving to a sustainable future. For saving the environment, people are willing to purchase electronic cars. Tesla aims at reducing greenhouse gas emissions by curbing the two major producers of GHG. Tesla already has installed 3.5-gigawatt solar stations. In Australia, Tesla has already established the largest lithium-ion battery. With the development of technology, Tesla has done many things for the environment. 
Considering this PESTLE analysis, it has been clear that Tesla encounter lots of challenges from the beginning of their business. Being the market leader in the electronic car was not that much easy. 




Competitive analysis of Tesla 
Porter's five forces analysis 
Porter's five analysis tools are the best qualitative tools to analyse the organisation's competitiveness in the industry. The primary goal is to determine the industry's competition, evaluate strengths and weaknesses, and form a strategy for the competition (Grundy, 2016). Five forces of Porters ‘considering the electronic automobile industry are illustrated below:
The threat of new entrants: The threat of entreats is very high. Lots of key players have already invented electronic cars. Moreover, Chinese companies like XPeng, and Li Auto dominate the market in China. Ford, BMW, and General electronics all are on the list to start the electronic cars business. So, the entry barrier is relatively low, but it is only possible for large automobile companies (Stringham et al., 2015). Tesla has to increase entry barriers by leveraging SpaceX and other sister concerns to provide integrated service. In addition, Tesla has to increase production efficiency in order to charge a low price. 
Bargaining power of Supplier: The bargaining power of suppliers is very high because of the limited supply chain network. Most of the Tesla cars parts are imported from Germany. Any disruption in Germany may create a massive problem for Tesla. For eradicating the problem, Tesla established their Gigafactory in the US, Europe, and Asia. It reduces the distance between the supplier and Tesla. Recently, computer chip shortage shut lots of car companies’ production. But Tesla made bypassed relationships with other suppliers and ensured uninterrupted production. 
Bargaining power of Buyer: The bargaining power of Tesla customers is very low. Tesla charge premium pricing for their product, and they target high-end customer. Tesla offers the most differentiated product to automobile customers (Thomas et al., 2019). Besides, in the low-end market, there is enormous competition. Tesla can reduce the power of buyers by ensuring the safety and autopilot system in their cars. In addition, Tesla can provide unique services that cannot be replicated by others, like the Star link network.
Threats of Substitute: Threats of substitute is very high. Tesla covers only a 1.2% share of the total automobile market and 14.55% of the global electronic car market. The large automobile organisation can quickly enter the electronic car market. However, the competitive advantage of Tesla is its brand image. Tesla does not advertise their product but still has popularity throughout the world. The CEO of Tesla, Elon Musk, moves very fast on social media and promotes Tesla there. 
Industry rivalry among competitors: The rivalry among the competitors is very intensive. New start-ups and old organisations all are switching to electric car manufacturing. Other organisations use pricing and differentiation strategies to create barriers to the growth of Tesla. Innovation, integrated services, and IPs are the building blocks of Tesla’s competitive advantage. Using these advantages, Tesla can face the competition. 

Value chain analysis
Tesla value chain analysis is an analytical framework that assists in identifying business activities that can create value and competitive advantage for the electric automaker (Porter, 2015). 
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Tesla uses very scarce raw materials in their inbound logistic: cobalt, aluminium, nickel and copper, etc. Tesla receives parts from thousands of its suppliers and their own Gigafactory Nevada. They have two parts to their operation. One is automotive, where they develop, design and manufacture the vehicle parts. In the energy generation segment, they develop battery and solar systems. The outbound part of Tesla consists of the warehousing and selling of Tesla vehicles. Currently, in the 35 countries, Tesla ship their products. Tesla didn’t follow the conventional marketing and sales market. The CEO of Tesla has said that Tesla believes in word-of-mouth marketing. Tesla provides post-sales service at company-owned service centres and Service Plus locations. Tesla has over 100 service centres. 

Competitive advantages of Tesla 
Tesla is the name of the first electronic and green saver vehicle brand globally. This company is famous in almost every country in the world. Other giant automobile companies are running so fast to overtake Tesla. But Tesla has some unique competitive advantages. These are demonstrated below:
· Tesla's battery supply chain is one of its competitive advantages. They have enough supply of batteries for their four models of car. Moreover, in one full charge, the battery provides a 600-kilometre capacity which is its specialty (Vynakov et al., 2016). The cost of Tesla's battery is reduced due to the economies of scale and large production. 
· Tesla creates supercharging stations in different countries. It allows the customer to purchase Tesla cars because all kinds of facilities are provided by Tesla company.
· Tesla provides a continuous update for their software. The software has become more optimised and efficient. 
· Tesla is one of the most famous brands in the world. Tesla provides exceptional service and quality to their customers. 
· Tesla Ai, an autopilot system, provides outstanding service to the people. 
These are the core competitive advantages of Tesla. 


Conclusion 
[bookmark: _Toc100511910]Every business organisation should consider the business environment while taking any business decision. Moreover, before expanding business in different counties, it is wise to evaluate the porter's five forces. It provides a guideline for the organisation to grow the business. However, undoubtedly Tesla is the best electronic car manufacturer in the world. They are doing very well, and they have a good future ahead as they have a good leader like Elon Musk. Elon Musk is cautious about the business environment and upcoming future. 
References 
Grundy, T., 2016. Rethinking and reinventing Michael Porter's five forces model. Strategic change, 15(5), pp.213-229.
Mangram, M.E., 2012. The globalization of Tesla Motors: a strategic marketing plan analysis. Journal of Strategic Marketing, 20(4), pp.289-312.
Motors, T., 2015. About Tesla. Retrieved November, 22, p.2015.
 Porter, M.E., 2015. The value chain and competitive advantage. Understanding business processes, 2, pp.50-66.
Stringham, E.P., Miller, J.K. and Clark, J.R., 2015. Overcoming barriers to entry in an established industry: Tesla Motors. California Management Review, 57(4), pp.85-103.
Thomas, V.J. and Maine, E., 2019. Market entry strategies for electric vehicle start-ups in the automotive industry–Lessons from Tesla Motors. Journal of Cleaner Production, 235, pp.653-663.
Van den Steen, E., 2015. Tesla Motors. Harvard Business School Publishing.
Vynakov, O.F., Savolova, E.V. and Skrynnyk, A.I., 2016. Modern electric cars of Tesla Motors company. Автоматизация технологических и бизнес-процессов, (8, Iss. 2), pp.9-18.
11

image1.png




image2.png
Firm Infrastructure

Support | Human Resources

Activities

Technology Development

Procurement

Inbound
Logistics

Outbound | Marketing
Logistics | and Sales

Operations

Primary Activities




