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Initially starting this semester, we immediately went into the two different types of business strategies.  The first of the two being the Blue Ocean strategy, which is an uncontested market space that is characterized by new demand seen in the marketplace.  Tesla was at one point in the “blue ocean,” where they set the standard and realistically had no competition due to other manufacturers staying focused primarily on their gas-powered vehicles.  Tesla created this blue ocean by innovating the car market not only in the sense of what powers the vehicles but also by how they sell their product to the public but by skipping the middleman in the car dealership.  Making the vehicle after someone has ordered it instead of having their inventory shipped out another way they created this blue ocean to car dealerships. A key driver for the blue ocean strategy is the use of new technology to produce the product or within the product.  Tesla is the industry leader in the Electric vehicle market with little to no competition. On the opposition, they could also be considered to be in a red market in the sense that they are competing in the vehicle marketplace with industry leaders like GM, Ford, Toyota, Volkswagen who have experimented with the electric car market as well as the hybrid market. Since Tesla does work in both a blue and red ocean they have different strategies to grow within the vehicle manufacturing industry but to also maintain their competitive advantage in the blue market 
After looking at the concepts of both ocean strategies and how they differentiate, we can begin to break down those differences into two parts.  When first looking at the foundation of strategies we conclude that it is the means by which individuals or organization achieve their objectives.  The strategy is not necessarily a detailed plan nor does it come with instructions but is actually based on the success of the business. The strategy sets short and long term goals from the company to focus on as they are operating.  When you evaluate Tesla it is evident that they don’t necessarily focus on profitability in their short term goals. The company’s long term goals are to change the world by increasing the use of electric vehicles which will decrease the use of non-renewable resources. The corporate strategy defines the scope of the firm in terms of the industry analysis and markets it competes in. Tesla’s strategy was to actually flip the market on its head and in doing so make the EV the status quo for average people not just the rich.  Tesla is without a doubt the most highly valued electric motor vehicle company in the world. Tesla has competed in the EV market which has been a blue ocean but, it is extremely limited due to the majority of large manufacturers producing primarily gas-powered vehicles to see the possible growth and gains that can be made with EV. Another aspect of their business strategy is to maintain the competitive advantage they currently have with the green movement that appeals to younger generations and also being seen as the safest vehicle in the marketplace.  The Tesla Model X is actually the only SUV to ever receive a perfect safety score, which is even more impressive since they came out with this vehicle 3 years ago. Another part of the company’s strategy is diversifying products into different markets such as Tesla creating their own batteries. The future creation of a gigafactory in China will expand their foreign market, and also decrease costs incurred by selling vehicles to China. Most strategies are focused on profitably and creating a good investment for shareholders to create a good ROI. In the case of Elon Musk and Tesla he is in the business for more than just profitability he’s wanting to help the world lean away from fossil fuels.
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When conducting an industry analysis on Tesla Motors, the microenvironment for this business is mainly focused on the internals of the business and stays focused on Tesla itself.   Tesla does this in focusing on sales of electric vehicles, solar panels, and even the batteries used to power their vehicles. They are also doing this by increasing the productivity of their factories, and even by developing new products like the Tesla model 3 which is the cheapest model that they are attempting to bring to market for $35,000.  They recently made cuts in the manufacturing costs of this vehicle to take the price down, now it is approaching the $40,000 mark and is projected to continue to decrease as they find more efficient ways to produce this vehicle. Another way Tesla is growing within the micro level is by producing a gigafactory in China which will then be the main producer of the model 3 which will be mass produced not created after the customer had ordered the vehicle like they currently provide with the Model S.  With the constant innovation and increase in effectiveness we realize that the cost of the lower end electric vehicles will actually be much more affordable in the next 10 years. 
The macro environment is seen more of the total aspect of the industry and the growth in the economy and within the industry as a whole not just within Tesla.  When looking at the macro environment for Tesla we start off by looking at the suppliers for the company. One thing that Tesla has done that is very different than other businesses typically do is that Elon Musk created a battery producer that creates the battery to use in their vehicles.  The Macro aspect also looks at the environment as a whole so in doing so we look at the finances of other industry leaders. Toyota is the industry leader of car sales in the world but they also produce much cheaper vehicles, which also allow them to reach the lower income families across not only the US but also the world.  When seeing this and seeing the data it would only make sense for Tesla to use this information and expand into other markets with more affordable vehicles that still provide the sense of helping the environment in using the fully EV. When looking at the macro environment you would also need to look at the overseas markets to see the possibility of growth in these areas and in doing so you would take into consideration the possible sales and growth in the foreign market as well.  Every projection that has been used statistically to show the probable growth in the EV industry has seen astronomical growth not just in the US but across the world.
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The state of competition for Tesla isn’t only the motorized vehicle market but also the blue ocean they currently set the standards for in the EV market.  Toyota is the industry leader in sales and in the size of the business itself. Toyota is worth over 4 billion dollars more than its next largest competitor Mercedes-Benz.  Tesla is currently listed as the 8th largest auto manufacturer in the world behind Toyota, Mercedes, BMW, Ford, Honda, Nissan, and Audi. When you look at these industry leaders you notice that vast majority of their market being in the sales of gas-powered vehicles whereas Tesla is changing the status quo in producing the only EV and taking the industry by utter shock and essentially turning the automotive industry on its head since so many people are turning towards the green movement in an attempt to cut down on pollution and ultimately lean away from fossil fuels altogether.
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When looking at the external factors of the industry as a whole you immediately think of the government and the regulations that are required to produce a vehicle.  Just looking at the PEST analysis for our industry we immediately think of the trade regulations and tariffs placed on products. The economic factor is also seen as an external factor of the industry as well.  This can be seen as an external factor since the shift in the economy can help boost or decrease sales in this industry. For example, if gas prices skyrocket and reach $5.00 a gallon you would see a lot fewer people buying new vehicles and if they do it would be a lot more likely to be a hybrid or a fully electric powered vehicle.  We then look at the social issues around the industry and with this, we think of it being a social justice to use electric vehicles over gas-powered vehicles, which ultimately helps Tesla maintain their position as the leader of EV sales across the US. The most important of all the PEST analysis would have to be the technology aspect and when looking at this you understand that Tesla is as successful as they have been with their growth as a business and the stock value is all due to the advanced technology they have implemented into everyday vehicles that no other major manufacturers have been able to copy.
The threat of potential entrants into the automotive production industry seems to be gaining some headway in the production of electric powered vehicles. Due to the presence of major leaders in the industry such as Tesla the difficulty to enter this market has been realized and the success rate in this specific industry has proven difficult.  The startup capital for a business of this caliber would be astronomical as well. Tesla came into the game not by competing with everyone else in the red ocean but by venturing out and introducing a fully electric stylish, fast, and safe vehicle. If another auto manufacture were to try and enter the market they would need to take a similar route by bringing something to market that hasn’t been done before.  Something like an electric pickup truck that can compete with other trucks in pulling capability but also run strictly off of electricity. The substitute products for the automotive industry would be not just products but services as well. Uber, Lyft, and even taxi services could be seen as a substitute for buying a new vehicle. This aspect of substitute products for this industry specifically makes the consumer susceptible to other options for transportation due to demographics. For Example in New York, people tend to live close enough to their work or other avenues in which they spend their time so they can either walk or take a cab. As opposed to a place like New York, if you lived in a rural area you would need the commodity of a vehicle in order to carry out everyday life activities. 
The diversity of competitors is also an aspect that should be considered when looking at industry analysis. For example, we look at the different EV’s that are provided by the competitors.  Chevrolet produces the Volt, Toyota created the Prius Prime, Volkswagen with the e-Golf, Kia with the Soul EV, and even Hyundai Tucson Fuel Cell. Just 5 days ago General Motors released a new project they have called the ARIV, which is an electric bicycle that is said to have a 40-mile range.  This is one way GM has planned to diversify their possible income streams instead of leaving it just to their cars trucks and SUVs. All vehicles listed are competitors in the EV market in the United States but none have the range or technology input that Tesla has implemented in their vehicles. The Hyundai Tuscon Fuel Cell is a hydrogen-powered SUV that is being released in some parts of California but is restricted to areas surrounding the hydrogen-refueling stations.  This could be a major competitor for Tesla, and could also help Hyundai create a blue ocean with this new innovative technology. One way Tesla has diversified their business is by producing the electric batteries and even selling them. They have also brought the first ever fully electric 18-wheeler to market. They will have the towing capacity of the diesel-fueled trucks but leave a much lower carbon footprint behind. They also diversify their possible sales by introducing their up and coming to Tesla Roadster which is the only true performance vehicle in the EV market.    
As we continue to dive into Tesla’s position in the automobile industry we first must evaluate the art of transportation as a whole. In order to do so, the history of the automobile must be referenced in order to fully grasp how Tesla is revolutionizing the automobile and the way people transport themselves from place to place. The first car that established the automobile industry was the Model T created by Henry Ford in 1908. Over the past one-hundred years, automobiles have evolved from just a means of transportation to a revolutionary commodity that has set continuous precedents in establishing social status. The way people view automobiles currently is very different than in the early 1900s because we as a society have put a label on the individual and tied it to the type of car they drive. Luxury over longevity has become the trend to follow due to the materialistic pedestal we place people on because they own the “latest and greatest,” technological advancement. Yet, due to this ongoing trend in the automobile industry and other technology-driven industries, we have been able to determine where the revolutionary products end and the evolutionary products begin.     
Going further into the evaluation of Tesla’s corporate strategy and performing an industry analysis, an important aspect that is under consideration are the resources available and also the capability of those resources. It is crucial to be aware of the technology available to the automobile industry and the role that those technological resources play in revolutionizing the automobile industry as a whole. In a market where consumer preferences are specified to each unique consumer and average marginal propensity to consume is low, Tesla must identify its sole customer base and predict future changes in the industry that could lead to instability or replication of their product. In the case of Elon Musk who is the face of Tesla, who has clearly stated the purpose as a company which is to revolutionize the automobile industry in a manner that helps rid the earth of toxins that are harming the earth. With Tesla’s core competencies being noted, they have proven through action that they are willing to share any information that assists in their cause by releasing their patents to the public. In most industries, new entrants do not enter the market on the same level as established firms within that industry. In terms of industries as a whole, being able to effectively enter into a new market depends on the capital capabilities and resources available to them. For Tesla, the incorporation of several factors existed before becoming the industry leader they are today. In order for Tesla to become an established firm within an industry that in essence is a new branch of the market in the car industry, they had to ask themselves several important questions. The first question that had to be evaluated is the financial requirements needed to enter into this blue ocean segment of the automobile industry. To answer this question vaguely Tesla issues shares of common stock just as any other corporation would in order to receive funding for research and development of new products. The initial stock price for Tesla began at 17$ in 2010 and has increased at an alarming rate that has exceeded its expectations. For example,  if you were to have invested $1,000 in Tesla in 2010 when they made there initial public offering you would see a 2000% increase on your initial investment that would total around $22,000 today. Because of Tesla’s mission to revolutionize the automobile industry investors are willing to inhabit the risk of an unknown market in order for a technological breakthrough to continue in a vertical trend. 
The next question that must be answered is the scale at which Tesla is operating. According to the Foundations of Strategy, “one of the main sources of economies of scale is new product development. Thus, developing and launching a new model of car typically costs over 1.5 billion”  (Pg 50). Due to high and consistent research and development costs, Tesla initially accepted high “per-unit” costs while operating on a large scale. While operating in such manner Tesla’s initial model the Tesla Roadster sold for an average price of $130,000. This model appealed to the high-end consumer and offered a very unique differentiation among other products but was not a reasonable initial price for the average consumer. This high cost of the car was the product of high initial start-up costs that Tesla was accountable for but did not prove to be detrimental to the overall success seen so far. The old saying is that “there is no such thing as bad press,”  proved to be true for Tesla allowing them to establish themselves as an industry leader of (EVs). It propelled them forward in terms of brand recognition that has made them well-known, but consistent evaluation is key in order to thrive in any industry. With other companies within the industry such as Ford and Toyota recognizing the precedents set forth by Tesla, they have tried to establish themselves into the electric car market. The threat of new entries into the electric car market has left Tesla with the issue of maintaining their competitive advantage they once solely controlled. With the threat of new entries into the market leads to suppliers becoming a more integrated part of the process. As history has shown there are pioneers in every industry and there are imitators who take the work of the pioneers and restructure it to fit their own corporate strategy. With that being said, access to channels of distribution for suppliers becomes an integral part of the conversation. With more companies joining into the market the need for materials that cost-effectively assist in the production process become a necessity, thus allowing for a new market to emerge in form of outsourcing certain aspects of the production process. Necessity breeds profit, therefore if the electric car market becomes the evolutionized product many people believe that it will the bargaining power of suppliers will rise and the industry itself will monetize in a way that steers away from the reason’s Elon Musk founded Tesla. The battle for the limited capacity in the automobile industry’s distribution channels will lead to a further disadvantage for Tesla because people are reluctant to buy new products until all of the beta testing is completed and the faults in the new product are worked out. In order to bypass this barrier to entry, the Internet has played a key role in allowing new businesses like Tesla to circumvent this barrier to distribution. Not only does the internet assist in competitively impacting these forms of distribution, but it has allowed for Tesla to set a foundation based upon the core principles that Tesla stands for. Tesla has set yet another precedent in the automobile industry in terms of production because they manufacture all electric cars “in-house,” with unique designs and features not found in any other vehicle on the market. Continuing further Tesla does not follow the conventional way of selling and distributing its vehicles that other automobile manufacturers follow. In order to cut manufacturing overhead costs, they work on custom ordered Tesla models that are not produced until requested for purchase.    Due to the precedents set, Tesla is trying to appeal to the consumer in other ways that are not monetized. Through innovating this new product they have reached new consumers in a way that appeals to them while offering something new to old customers that inhabit continue to inhabit the market. 
The next topic of debate is government and legal barriers to entry, which in the case of Tesla could pose an issue due to the intellectual property that they possess. Elon Musk has released his patent’s to the public which allows for anyone to take the ideas that Tesla has brought to the industry and mass-produce electric cars if they were capable. Because Tesla has opened its technological advances to the public sector we can infer that the timetable has been set for other manufacturers to imitate their products uniquely to fit their own personalized business model.  A good example of continuously innovative intellectual property being a vital component within an industry is Apple in the cell phone Industry. Apple has set its own respected precedent for all others to follow making them the pioneer in that market that all other competitors look too. It is important to keep in mind that the pioneers in any industry are under enormous pressure to innovate new products but also maintain a competitive advantage over the rest of the market. Therefore the issue at hand is not that of intellectual property, but the time frame in which markets are entered into. Industries such as the electric car market are protected by high barriers to entry because of the financial and intellectual capabilities that must accompany the production phase which leads to high level earning of profit. Due to those high level of profits being earned along with their intellectual property being public,  if and when Tesla attempts to enter foreign markets will they be able to? If they are capable of entering into foreign markets, will it profitable to do so? After those questions have been answered another thing to consider is the regulations set forth by the Organization of the Exporting Countries (OPEC). This organization regulates the number of motor vehicles that can be input into the market each year because of carbon monoxide regulations. Tesla’s core competencies are to change the automobile industry in an environmentally friendly manner that outdates the gas engine. If and when the entire industry becomes entirely electric then this agreement will have to be restructured and tailored towards electric cars. 
When considering the profitability of an industry it is important to keep in mind of underlying extrinsic factors that could impact how profits are originally forecasted. The uncertainty of not knowing how changes in an industry will affect the rest of the industry tends to yield questions that must be answered. For example, in the automobile industry the threat of “global warming,” is a primary concern for the future of the industry. Producers of gas-powered vehicles are left asking themselves about if the industry will consolidate into a fully electric market? If that question were to come to fruition what will the impact on consumer preference be? From there the obvious answer is that new players in the electric car market will begin to form and so on. Tesla has done a good job at placing themselves as a front runner in the EV market but the goal is to incorporate business practices that create sustainability. If we look further into the history of the automobile industry we can infer future changes within the market itself, but there are certain things that are not directly related to the industry as a whole, but have an inverse effect nonetheless. During the most recent recession in 2008 when the mortgage crisis was taking place the automobile industry was the second most affected Industry behind the banking Industry. The health of the economy has been said to be directly correlated to the production automobiles, due to the fact that people have more disposable income to spend on a vehicle. Tesla must consider the inevitability for another recession to occur and be able to establish themselves in a position where even when marginal sales are low they can continue operation. Consequently following a recession Tesla has to be prepared for the majority of their consumer base to be affected if a recession were to take form. In order to account for a recession, Tesla has to be prepared to cut operating costs in a way that won’t affect their bottom line.  Throughout analyzing the factors that affect a firm’s environment, one must consider the internal and external factors. The internal environment refers to the factors that happen inside your organization. Examples include your organizational culture, organizational structure, human resources, physical assets, profit, and cash flow, and management team. For the external environments, one must consider the economy, technology innovation, political, legal, competition, and trends. These are just a few of the factors you need to constantly be observing in order to be successful and strategic when running your business. Though, while scanning these factors is very important, you must not create an information overload on the external factors. Information overload on the external factors could result in actions taken in the least important aspects of the environment. For example, micromanaging would be considered an information overload and results in you not focusing on the big picture, or the vital elements. In conclusion, the key to having an effective environmental analysis is to differentiate the vital factors from the merely important. 
There are three main factors to understanding your company’s success path, which is to create value for your customers, understanding your suppliers, and understanding the intensity of your competition. The first factor, creating value for your customers, means that you need to first understand them. Your product or service needs to have a great value, in fact, a greater value so that the price the customer is willing to pay is greater than your costs. Though, this does not necessarily mean that this creates pure profit. The surplus, or difference of value to consumer and cost to you, the producer, spread out amongst the consumer and producer. In cases of high competition, the more surplus would go to the consumer instead of the producer. This is because as firms compete, they need to give more of their allocated value-surplus to the consumer in an attempt to have them prefer your product over the competitors. In Tesla’s case, some of the value added to the consumer would be their safety, efficiency, performance, and luxury. Currently, these features of Tesla’s products are unique and provide an incentive for consumers to purchase. As competitors enter the market, they are going to have to exchange some of the value surpluses to the consumer. This can be in the form of a price drop or added performance. The second factor is understanding your suppliers. It is important to understand your suppliers and build good relationships with them because, after all, they are one of the most crucial aspects of your business. For example, if you do not understand how your supplier operates or maintain a healthy relationship with them, you can get taken advantage of or get blackballed from future deals. The third factor, understanding the intensity of your competition, is very crucial for maintaining profits. If you and your competition compete for the same value-adding opportunities, it is necessary to understand them. You need to understand what values they are attempting to add and how you can maintain a higher value surplus than your competitors. 
Understanding industry attractiveness is, if not, one of the most important concepts that you need to consider when deciding to enter into a market. How attractive is your industry? What are the barriers to entry, and how big are they? What is your strategic or competitive edge? These are a few questions that one should consider. As previously mentioned in industry analysis factors, what is the value added to the consumer? It is important to understand the consumer and know how inclined they are to prefer your good or service over your competitors. The systematic influences of the industry’s structure are the basic premise that determines profitability. For example, the pharmaceutical industry and the automobile industry have two very different structures and products. The pharmaceutical industry relies on high capital costs of research and development and patenting. They have highly differentiated products and depend on consumers who are very price insensitive. As a result, they create a monopoly or oligopoly on their industry and maintain high profits and consumer retention. On the other hand, the automobile industry produces many commoditized products and has high production costs. This means that they are in a very large industry containing many competitors and low customer retention, resulting in less profitability. Tesla being in the electric car market, a component of the auto industry, currently maintains a first mover advantage. Though their industry is not as desirable as the pharmaceutical industry in relation to profitability, they maintain their attractiveness. For example, the market is still relatively small, meaning that Tesla has the potential to maintain a temporary monopoly due to their desirable features of safety, performance, and luxury, which is difficult to copy. Due to how small the market is, the room for exponential growth is left to the pioneers who lead the front towards a more sustainable future
When classifying and analyzing the factors that determine industry competition, a very useful and commonly used tool is the Porter’s Five Forces Model, which was developed by Michael Porter of the Harvard Business School in 1979. This framework portrays the profitability of an industry by determining the five main sources of competitive pressure. These five forces are categorized by three horizontal factors of competition which are competition from substitutes, competition from established rivals, and competition from new entrants. The two vertical forces are the bargaining power of suppliers and the bargaining power of buyers. By determining the strength of each force, one can come to a conclusion of the overall industry attractiveness. Below is an illustration of Porter’s Five Forces Model. [image: https://lh6.googleusercontent.com/M7QLDenQZtzkijYKuqLWfW2cRNo48GuiBO2XiZpgrhgmV2cW-L-YI5T6UG5aq-_l_kwnz9pnhgmQt66VflD8DTbkxFXIMxGlYTQhAqwnehl1jruvU7fRqeUk2RpAPTz65LHwruE0]
The competition of substitutes refers to how many substitutes your consumer considers when they are purchasing a product in your industry. The price that a customer is willing to pay for your product depends on the availability of substitutes. The absence of product substitutes results in a customer who is relatively insensitive to price. This means that the demand is inelastic with respect to the price. On the other hand, when a customer is in the presence of available substitutes, they will most likely be inclined to purchase the substitute if it is at a cheaper price than yours. This means that the demand is elastic with regards to the price. In the presence of technological innovation, the internet has produced a new source of substitute competition which has completely enhanced the way consumers shop. Within seconds, they can have many available substitutes at the touch of their finger. For Tesla, the current threat of substitutes is moderately low. There are few options to consider when shopping for an electric sports vehicle, but none provide the same amount of value to the consumer. In regard to the consumers price sensitivity aspect, Tesla has an alternative that is much more affordable. The Model 3 provides the same safety standards as the more expensive models and still provides high luxury and performance value, for a fraction of the cost. In conclusion, the extent to which these substitutes decrease profits and prices depends on the buyer’s behavior or inclination to switch to the substitute. In the technology industry, which Tesla is deeply rooted in regard to their innovations, rare earth materials are necessary for production. This high demand results in increased supplier power and can be a competitive disadvantage when attempting to reduce production costs due to high competition and substitutes. 
Another horizontal factor of the Five Forces Model is the threat of new entrants. As a firm succeeds in profitability in their industry, it serves as a magnet for potential companies to enter the industry. Many firms will attempt to follow the pioneer (Tesla) in attempts to maintain a similar amount of profitability. If the barriers to entry are low, the profitability of the industry will decline towards a competitive level due to new entrants. In most cases, new entrants have a tougher time entering an industry with an established firm. Some of the most popular barriers to entry include capital requirements, economies of scale, absolute cost advantages, product differentiation, access to channels of distribution, governmental and legal barriers, retaliation, and effectiveness of barriers of entry. 
In regard to Tesla, the capital requirements have been obtainable initially through private investments, and then through an initial public offering in 2010. The high cost of capital discourages many small firms from entering an industry, but in Tesla’s case, it was manageable. The economies of scale refer to the ability to produce your product while maintaining a profit. In new entrants, they have the option to enter on a small scale and face higher unit costs or the option to enter at a large scale and face the costs of under-utilized capacity. In Tesla’s case, they initially entered on a small scale and faced higher unit costs, and gradually maintained a larger scale operation over time thus improving their under-utilized capacity. Absolute cost advantages are a high barrier for a firm that chooses to enter an industry. It means that established firms maintain a unit cost advantage compared to a new entrant. For Tesla, they had to overcome this barrier due to established firms such as Chevrolet and Ford who have established and maintained relationships with their resources and suppliers for over a century. The barrier of product differentiation is crucial for maintaining a broad variety of customers and loyalty. Established firms with many differentiated products maintain a competitive edge with brand awareness and loyalty, as well as the ability to reach multiple target markets. For Tesla’s case, they have recently come out with differentiated products such as an SUV, Sedan, 18-wheeler, & Supercar. These prices also differentiate to attract multiple consumer target markets. Government and legal barriers are also very important to consider when entering a market. Patents, copyrights, and other legal forms of intellectual property are high barriers to entry but can also be a core competitive edge. In some cases, the government and legal barriers can result in a competitive edge for costs; for instance, tax deductions on environmentally friendly businesses like Tesla. Retaliation of existing firms towards a new entrant is a barrier one must consider. Often, when a new entrant exists in an industry, the established firms will attempt to force them out of business through aggressive marketing, price-cutting, or litigation. The last element of the threat of new entrants is the effectiveness of barriers to entry. This means the established industries have a high entry barrier entry results in them earning above-average rates of profit. The effectiveness a firm has on overcoming the barriers of entry depends on its capabilities and resources. In other words, if a firm has high capabilities and resources, they are more likely to overcome a barrier than a firm which lacks those. 
The rivalry between established competitors is a horizontal force in Porter’s Five Forces Model. In an industry, the level of profitability that can be achieved determines on the state and intensity of the industry-wide competition. For example, if an industry containing many firms aggressively competing, it will result in price drops that snowball below the level of costs and everyone in the industry loses. In some cases, however, industries choose to leave price competition out of their aggressive sustainability efforts in order to prevent everyone from hurting financially. As a result, they focus aggressively on product innovation and marketing tactics. There are some factors to consider when evaluating the rivalry between established competitors. They are seller concentration, diversity of competitors, product differentiation, excess capacity, and exit barriers, and cost conditions. In the case of Tesla, the electric vehicle industry currently has a low concentration, resulting in a high-concentration ratio, especially for luxury electric vehicles. Their diversity of competitors is also low, meaning that their competitors have very little product diversity in terms of objectives, costs, and strategies. Tesla maintains a high diversity in these costs and strategies. The factor of excess capacity and exit barriers are bittersweet for Tesla’s situation. While they do not have excess capacity (demand is currently too high for supply in Model 3) they are facing a barrier in lack of resources for production, and currently trying to solve manufacturing logistics. In terms of Tesla’s cost conditions and structure, they are juggling their fixed costs in relation to their variable costs. 
The bargaining power of buyers is one of the two vertical forces in Porter’s Five Forces Model. It refers to the level of buying power that firms deal with from their customers, and it depends on two factors: relative bargaining power and price sensitivity. As previously stated, the buyer’s price sensitivity is the degree in which consumers are delicate to the prices set by a firm in an industry. If an item is a necessity and makes up a majority of a firm’s costs, they are to be more sensitive to price increases. For example, Tesla’s previous outsourcing of their batteries resulted in a gradual cost increase, as a result, they are beginning to produce their own batteries. The intensity of competition between a firm’s consumers results in pressure for firms to reduce their pricing. The relative bargaining power of the buyer depends on the refusal to engage in transactions with the other party. This factor incorporates the size and concentration of buyers relative to suppliers, buyer’s information, and the ability to integrate vertically. The size and concentration of buyers is a considerable factor for Tesla. This means that with a small number of customers in relation to the size of their purchase, the greater the risk of losing the customer. With an expensive product like a vehicle, most customers will only purchase one at a time. This high cost for a one-time purchase results in the customer considering many substitutes, giving the buyer an upper hand in a potential purchase. This leads to the buyer’s information, which with an extensive amount of knowledge on a product, results in increased bargaining power. The ability to integrate vertically is the third factor of consideration in the bargaining power of buyers. If a buyer is unsatisfied with their options to purchase, they may do it themselves as a resort. As previously stated, Tesla was unsatisfied with their options for battery suppliers, so they decided to supply their own batteries. 
When using the SWOT analysis on Tesla it shows the detailed internal and external factors that are present in this company. SWOT standing for strength, weakness, opportunity, and threat covers many different aspects while analyzing a company.  Tesla being a relatively new company, established in 2003, compared to others they have a large customer base. As Tesla continues to show growth in their industry they will start to pull away from large companies such as Ford, and Chevy in the electric car markets. Tesla’s greatest strength is its innovative technology, and energy storage in their vehicles. The ability of the company to continue to improve on their electric car design allows for cheaper options, and longer distances to be traveled in each trip. These innovative designs are constantly being tested, and reapplied to new models such as the Model X which has room for seven passengers compared to the Model S that only fits five. As Tesla leads in innovation, and design they are constantly setting new standards for all electric cars to follow. Customer base has been steadily increasing over the years, and future growth is expected from the release of the Model 3 Sedan. The model 3 sedan is expected to be sold at around $35,000 which will be the company’s least expensive model. Introducing this more affordable vehicle allows Tesla to tap into new markets that they couldn’t reach before. 
When you evaluate the company you do find that there are weaknesses throughout such as a lack of profitability which is due to high research and development costs, and limited market presence. Currently Tesla struggles with their market share due to the high cost of the vehicles they are offering compared to other companies. Last year in November Tesla hit its highest market percentage topping out at “2.15% of the US car and light truck market” (GoodCarBadCar.net). Putting those numbers into perspective last year on average Ford was at 14.4% market share. Another weakness of Tesla’s is their struggle to operate at a profit. Tesla posted their 3rd ever profitable quarter in 2018 due to the popularity of the model 3 sedan. Operating at a loss makes things hard for the company such as continuing innovation, and design when they are struggling to increase their profits. 
[bookmark: _GoBack]The most important part of Tesla’s SWOT analysis is their opportunity to increase US market share, global expansion, and business diversification. Improving on the company’s weaknesses and using them as opportunities rather than negative factors will increase company growth immensely. Many opportunities are present for Tesla, one of the biggest being the chance to expand their product line to global markets such as China. China has one of the largest markets in the world, also has high pollution which could be reduced with the implementation of electric vehicles.  Increasing the companies market size could also lead to global supply chain expansion which will lessen the costs of each model. Once the company has increased their supply chain globally, they can create a more diverse product line that can tailor to the new markets they enter. New demographic regions throughout the world will need different vehicle styles compared to those in the United States. In Asia vehicles are commonly smaller than those that are sold in the US due to greater population density. Being an electric car company Tesla has the competitive advantage of using no fossil fuel in their vehicles. The lack of fossil fuels consumed for their products increases the attention of consumers who are environmentally aware, and proactive. While creating luxury vehicles they are also selling a superior product that will help save the environment by decreasing emissions that are released into our atmosphere. Tesla has the opportunity to become the face of environmentally friendly vehicles if they continue to dominate the industry in electric cars. 
Although it may seem that Tesla is the only electric car manufacturer in their industry they are not. Tesla faces many threats in their industry due to the fact that it could quickly switch from a blue ocean to red in a day. Once other companies master the design of their own electric vehicle they can start to compete. The automobile industry is a very well established, and highly competitive on all platforms. With that being said any of the large companies such as Ford, Chevy, or Toyota could create a fully electric car with capabilities similar to Tesla that would decrease their market share. While facing dominant companies that have the resources necessary to last long term, and have the ability to cut prices to decrease Tesla’s sales you have to be careful. Aggressive competition will make price cuts on their product to sell more vehicles than Tesla trying to saturate the market with electric cars so that less people will spend more money on a Tesla. While dealing with competition they also have to find more suppliers of the materials they need for production. With limited suppliers for production components Tesla faces issues with reduced bargaining power of supplies. Reduced bargaining power allows for the suppliers to increase the cost of the goods they are selling to Tesla without fear that they will switch companies.  Along with the lack of bargaining power, Tesla also faces the threat of the United Kingdom leaving the European Union. Currently Tesla is operating their European business from Netherlands including sales, manufacturing, and logistics. Tesla stated that they will increase prices by five percent in the United Kingdom due to the fluctuation in currency outside the European Union. Increasing the price of an already rather pricey vehicle could slow down the demand for Tesla’s in this foreign market. The threat of over producing vehicles that were previously sold in the United Kingdom could affect the company’s yearly production estimates. This SWOT analysis report shows all the potential changes that Tesla could encounter throughout the company’s growth. Whether or not the company chooses to improve on their weaknesses, and take hold of the potential opportunities is up to them. This company has many strengths that can carry them to success, and continue to make them a leader in electric vehicle innovation. 
A SWOT analysis focuses on strengths, weaknesses, opportunities, and threats which is a very good way to analyze a company but it is not the only way. A PEST analysis is another way to identify factors that will positively or negatively affect an industry. Breaking down a PEST analysis shows each individual aspect such as political, economic, social, and technological factors that will shape an industry. Industries are influenced by many factors that can allow them to thrive, or quickly shut them down. Political factors can vary on impressions they make on industry changes depending on the impact they have on all factors throughout the industry. Political changes such as new government regulations on trade policies such as limiting imports and exports of vehicles can largely affect an industry. If the government implements a new policy that limits the number of vehicles imported or increases the import taxes on foreign competition it reflects on other companies. If a foreign competitor supplies fewer vehicles to the United States, it allows for more American companies to sell their vehicles here which increases their market share. When companies increase their market share or sales in the US it leads to increased revenue which could cause a domino effect. If the government passes a law than incentivizes those who use electric vehicles in the US Tesla would see a large increase in sales. External factors such as government incentives allow for consumers to get money back essentially when buying vehicles that are environmentally friendly, and all Tesla makes is fully electric cars. 
Brexit, the UK leaving the EU, has already had many political effects on the automotive industry especially impacting Tesla. The Brexit has led to increased prices on imported goods, and also products that are made domestically that use components from overseas. A Tesla Model 3 that was pre-ordered in the UK has now seen a 500 sterling (UK’s new currency) increase due to the increased costs to get the vehicle to the UK. Although the buyer of that vehicle was not bothered by the increase others could be which could negatively affect Tesla’s sales in the UK’s markets. 
Political impacts can be very restrictive and restraining on companies within an industry, but economic factors can sometimes help balance them out. Economic factors include many different things such as market growth, currencies, trade levels, and other factors that affect the automotive industry. Tesla will now face a new currency as we mentioned previously while talking about the Brexit and have to adapt to all changes that will occur within the country. Tesla will see future market growth due to factors such as decreasing battery costs because the company expanded its resources to start creating their own batteries rather than from a supplier. While this seems like a risky investment to start creating lithium-ion batteries, it now allows Tesla to cut costs that they previously were paying for batteries by a significant amount. Tesla is claiming that they have reduced the cost of the batteries at the Gigafactory where they are being produced by 35%. By integrating vertically Tesla will continue to save more money in the future than having to rely on a supplier for their needs. 
As renewable energy costs continue to decrease with the increase in popularity of these innovative technologies more people become interested in electric automobiles. From this point, it is expected that there will be only a decrease in the cost of electric batteries as innovative engineers continue to design more powerful batteries. With the economy steadily improving throughout the world there will be a steady rise in investments in electric vehicle technology. “Investments in electrified vehicles announced to date include at least $19 billion by automakers in the US, $21 billion in China and $52 billion in Germany” (Lienert, 2018)
Social and Sociocultural factors have a large influence on an industry especially in an industry that has such a large effect on pollution in our world today. This aspect of the PEST analysis closely relates to trends in social markets they are involved in. Social changes must be shadowed by the company’s marketing strategies, and implementation of new product design to stay relevant in growing industries. A good manager knows his customer and is able to adapt to the changes that occur in the social environment to continue to maximize profits for the company. Most of the social factors Tesla is currently facing are all positive opportunities including Increasing popularity of electric vehicles which produce fewer emissions, more consumers are starting to realize the importance of renewable energy source, and more developed markets that have increased the amount of wealth being distributed. 
With the increase in popularity of electric vehicles, there has been continuous growth in the electric market including vehicles, their batteries, and also the technological production that goes along with it. Social awareness of the effects that the auto industry has caused our environment is becoming more, and more apparent. This social awareness will lead to an increased number of electric vehicles that are bought by consumers which will cause Tesla’s sales to increase. A large reason that Tesla has shown growth due to environmental awareness is the fact that CEO Elon Musk has intentions of bettering our environment. He focuses on how the company can create a vehicle that does little to no harm to the environment, and less on profits throughout the year. Trends of wealth distribution steadily increase in new developing markets which allows more consumers to afford the vehicles that Tesla is currently offering. As developing markets continue to grow they are reducing poverty throughout the economy while new jobs are being created. Economic growth allows for companies to find new ways to follow the patterns, and create new opportunities. 
The number one driving factor of Tesla is without a doubt the innovative technology they have created, and continue to produce. Tesla is highly advanced in their creations of fully electric vehicles and now continues to expand its product diversity to batteries for the cars. The automobile industry is changing rapidly in all aspects, but the biggest change has been the switch from gas vehicles to electric. There are many threats going into such a new industry, and market due to the fact of many unknown factors that will influence it. Tesla has created cars that are electric, but they can also drive themselves in autopilot mode which allows hands-free driving. This new technology does come with new risks such as wrecks from system glitches, or user error of not keeping their hands on the wheel while in autopilot. Tesla implemented radars that reach 160 meters ahead of the vehicle for protection, and 12 ultrasonic sensors to detect any hazards while in autopilot mode for safe driving. The vehicles are becoming highly advanced not only in their fuel sources but also the operational features they continue to add to them. 
Tesla as a company has also made very big technology advancements in its production by increasing the robotic production of the products. Adding more assembly lines by creating new factories such as one referred to as “the tent” which was a quick building they made out of a small number of resources so that they could expand their production model to meet deadlines for the Model sedan. Tesla continues to find ways to cut costs and increase their profit margins. New technology will continue to separate Tesla from its competitors as they continue to lead the way of innovation on new electric vehicles. 
Analyzing the automotive industry as a whole is a very broad topic, but if we break it down into electric vehicles, and non-electric vehicles we can see different patterns. Focusing on the electric vehicle industry we can see that there has been continual progress over the years that is starting to make waves. The EV industry is currently small but has the potential to become much larger within the next few years. Once Tesla implements the new Model 3 Sedan it will allow for more middle-class families to be able to afford electric vehicles which will create a much larger market. While many factors point toward the success of the EV industry which includes all aspects of the PEST analysis there are some setbacks. The biggest issue this is industry is facing is creating electric vehicles at a low enough cost to make a profit. Once the growth of the EV market increases Tesla will start to make a profit, and change in the world. 
Tesla has made many smart moves throughout its growth in the automobile industry but is only getting started. Tesla has found a rather unique way to create vehicles, sell them, and promote them through marketing. Tesla has not made it hard for other competitors to join them in the electric vehicle industry, but they have made it very hard to keep up at the pace they are moving. Threats of new companies joining the industry are always present while continually creating new technology to match Tesla. EV markets are small which makes it hard for competitors with a lesser product to compete against such a high quality and luxury vehicle. Competitive advantages Tesla holds over other companies is their ability to now create lithium-ion batteries for their vehicles, cut costs while avoiding third-party dealerships, and consistently leading the industry in electric vehicle innovation. 
As a pioneer in its industry, Tesla has struggled with creating profits over the years, but now their future looks promising due to the implementation of new strategic management practices. Bargaining power of each company will continue to increase the more competitors we see join this industry. Tesla has accounted for future advancements in the electric car market by establishing a position on the supply side and the production side of the Industry. Their positioning within this industry correlates to their mission of accelerating the world’s transition into the use of more sustainable energy sources.
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Tesla, Inc.   
Condensed Consolidated Statement of Cash Flows 
(Unaudited) 
(In thousands) 
 
 
    Three Months Ended    Year Ended   
    December 31,    September 30,    December 31,    December 31,    December 31,   
    2018    2018     2017    2018     2017   
Cash Flows from Operating Activities                                        
Net income (loss)   $ 210,078     $ 254,673     $ (770,807 )  $ (1,062,582 )   $ (2,240,578 ) 
Adjustments to reconcile net income (loss) to net 
   cash provided by (used in) operating activities:                                         



Depreciation, amortization and impairment     496,737       502,825       469,606      1,901,050       1,636,003   
Stock-based compensation     205,313       204,728       134,348      749,024       466,760   
Losses related to the SolarCity 
   acquisition      —       —       27,950      —       57,746   
Other     123,385       77,737       151,756      452,359       516,018   
Changes in operating assets and liabilities, 
   net of effect of business combinations      199,048       351,318       497,038      57,951       (496,603 ) 



Net cash provided by (used in) 
   operating activities      1,234,561       1,391,281       509,891      2,097,802       (60,654 ) 



Cash Flows from Investing Activities                                        
Capital expenditures     (324,978 )     (510,271 )     (786,688 )    (2,100,724 )     (3,414,814 ) 
Payments for the cost of solar energy systems, 
   leased and to be leased      (28,923 )     (49,494 )     (119,455 )    (218,792 )     (666,540 ) 
Business combinations, net of cash acquired     (11,108 )     (1,200 )     (5,376 )    (17,912 )     (114,523 ) 



Net cash used in investing activities     (365,009 )     (560,965 )     (911,519 )    (2,337,428 )     (4,195,877 ) 
Cash Flows from Financing Activities                                        
Net cash flows from debt activities     (184,099 )     (195,760 )     28,056      37,202       2,414,896   
Collateralized lease (repayments) borrowings     (216,081 )     (142,568 )     94,894      (559,167 )     511,321   
Net borrowings under Warehouse 
   Agreements and automotive asset-backed notes      193,086       114,942       116,820      596,125       283,811   
Net cash flows from noncontrolling interests - Auto     37,575       17,224       31,763      111,753       43,417   
Net cash flows from noncontrolling interests - Solar     (18,567 )     27,070       (5,479 )    92,120       484,070   
Proceeds from issuances of common stock 
   in public offerings      —       —       —      —       400,175   
Other     75,777       94,874       19,788      295,722       277,174   



Net cash (used in) provided by 
   financing activities      (112,309 )     (84,218 )     285,842      573,755       4,414,864   



Effect of exchange rate changes on 
   cash and cash equivalents and 
   restricted cash      (3,821 )     (6,370 )     3,990      (22,700 )     39,726   
Net increase (decrease) in cash and 
   cash equivalents and restricted cash      753,422       739,728       (111,796 )    311,429       198,059   
Cash and cash equivalents and restricted cash 
   at beginning of period      3,522,966       2,783,238       4,076,755      3,964,959       3,766,900   
Cash and cash equivalents and restricted cash 
   at end of period    $ 4,276,388     $ 3,522,966     $ 3,964,959    $ 4,276,388     $ 3,964,959   
 
 










Tesla, Inc.   

Condensed Consolidated Statement of Cash Flows 

(Unaudited) 

(In thousands) 
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     199,048        351,318        497,038       57,951        (496,603 ) 

Net cash provided by (used in) 

   operating activities

 

     1,234,561        1,391,281        509,891       2,097,802        (60,654 ) 

Cash Flows from Investing Activities                                              

Capital expenditures       (324,978 )      (510,271 )      (786,688 )     (2,100,724 )      (3,414,814 ) 

Payments for the cost of solar energy systems, 

   leased and to be leased

 

     (28,923 )      (49,494 )      (119,455 )     (218,792 )      (666,540 ) 

Business combinations, net of cash acquired       (11,108 )      (1,200 )      (5,376 )     (17,912 )      (114,523 ) 

Net cash used in investing activities       (365,009 )      (560,965 )      (911,519 )     (2,337,428 )      (4,195,877 ) 

Cash Flows from Financing Activities                                              

Net cash flows from debt activities       (184,099 )      (195,760 )      28,056       37,202        2,414,896   

Collateralized lease (repayments) borrowings       (216,081 )      (142,568 )      94,894       (559,167 )      511,321   

Net borrowings under Warehouse 

   Agreements and automotive asset-backed notes

 

     193,086        114,942        116,820       596,125        283,811   

Net cash flows from noncontrolling interests - Auto      37,575        17,224        31,763       111,753        43,417   

Net cash flows from noncontrolling interests - Solar      (18,567 )      27,070        (5,479 )     92,120        484,070   

Proceeds from issuances of common stock 

   in public offerings

 

     —        —        —       —        400,175   

Other       75,777        94,874        19,788       295,722        277,174   

Net cash (used in) provided by 

   financing activities

 

     (112,309 )      (84,218 )      285,842       573,755        4,414,864   

Effect of exchange rate changes on 
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     (3,821 )      (6,370 )      3,990       (22,700 )      39,726   

Net increase (decrease) in cash and 
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     753,422        739,728        (111,796 )     311,429        198,059   

Cash and cash equivalents and restricted cash 
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     3,522,966        2,783,238        4,076,755       3,964,959        3,766,900   

Cash and cash equivalents and restricted cash 

   at end of period

 

  $  4,276,388     $  3,522,966     $  3,964,959    $  4,276,388     $  3,964,959 
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Tesla, Inc.   
Reconciliation of GAAP to Non-GAAP Financial Information 
(Unaudited) 
(In thousands, except per share data) 
 
   Three Months Ended    Year Ended   
   December 31,    September 30,    December 31,    December 31,    December 31,   
   2018    2018    2017    2018    2017   
Automotive gross profit – GAAP  $ 1,536,971    $ 1,573,564    $ 511,023    $ 4,340,986    $ 2,208,596   
Stock-based compensation expense 
   in automotive cost of revenue     22,566      20,955      16,182      71,797      43,845   
ZEV credit revenue recognized    (768 )    (52,269 )    (179,142 )    (103,351 )    (279,717 ) 
Automotive gross profit excluding SBC and 
   ZEV credit – non-GAAP   $ 1,558,769    $ 1,542,250    $ 348,063    $ 4,309,432    $ 1,972,724   
                                     
Automotive gross margin – GAAP    24.3 %    25.8 %    18.9 %    23.4 %    22.9 % 
Stock-based compensation expense    0.4 %    0.3 %    0.6 %    0.4 %    0.5 % 
ZEV credit revenue recognized    0.0 %    -0.6 %    -5.7 %    -0.4 %    -2.3 % 
Automotive gross margin excluding SBC 
   and ZEV credit – non-GAAP     24.7 %    25.5 %    13.8 %    23.4 %    21.1 % 
                                     
Net income (loss) attributable to common 
   stockholders – GAAP   $ 139,483    $ 311,516    $ (675,350 )  $ (976,091 )  $ (1,961,400 ) 
Stock-based compensation expense    205,313      204,728      134,348      749,024      466,760   
Losses related to the SolarCity 
   acquisition     —      —      27,950      —      57,746   
Net income (loss) attributable to common 
   stockholders – non-GAAP   $ 344,796    $ 516,244    $ (513,052 )  $ (227,067 )  $ (1,436,894 ) 
                                     
Net income (loss) per share attributable to 
   common stockholders, basic – GAAP   $ 0.81    $ 1.82    $ (4.01 )  $ (5.72 )  $ (11.83 ) 
Stock-based compensation expense    1.19      1.20      0.80      4.39      2.82   
Losses related to the SolarCity 
   acquisition     —      —      0.17      —      0.35   
Net income (loss) per share attributable to 
   common stockholders, basic – non-GAAP   $ 2.00    $ 3.02    $ (3.04 )  $ (1.33 )  $ (8.66 ) 
Shares used in per share calculation, 
   basic – GAAP and non-GAAP     172,026      170,893      168,314      170,525      165,758   
                                     
Net income (loss) per share attributable to 
   common stockholders, diluted - GAAP   $ 0.78    $ 1.75    $ (4.01 )  $ (5.72 )  $ (11.83 ) 
Stock-based compensation expense    1.15      1.15      0.80      4.39      2.82   
Losses related to the SolarCity 
   acquisition     —      —      0.17      —      0.35   



Net income (loss) per share attributable to 
   common stockholders, diluted - non-GAAP  $ 1.93    $ 2.90    $ (3.04 )  $ (1.33 )  $ (8.66 ) 
Shares used in per share calculation, 
   diluted - GAAP and non-GAAP     179,026      178,196      168,314      170,525      165,758   
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Tesla, Inc.   
Condensed Consolidated Statements of Operations 
(Unaudited) 
(In thousands, except per share data) 
 
    Three Months Ended    Year Ended   
    December 31,    September 30,    December 31,    December 31,    December 31,   
    2018    2018    2017    2018    2017   
Revenues                                   



Automotive sales   $ 6,073,471    $ 5,878,305    $ 2,409,109    $ 17,631,522    $ 8,534,752   
Automotive leasing     249,748      220,461      293,086      883,461      1,106,548   



Total automotive revenue    6,323,219      6,098,766      2,702,195      18,514,983      9,641,300   
Energy generation and storage     371,497      399,317      298,037      1,555,244      1,116,266   
Services and other     531,157      326,330      288,017      1,391,041      1,001,185   



Total revenues    7,225,873      6,824,413      3,288,249      21,461,268      11,758,751   
Cost of revenues                                



Automotive sales     4,658,517      4,405,919      1,999,631      13,685,572      6,724,480   
Automotive leasing     127,731      119,283      191,541      488,425      708,224   



Total automotive cost of revenues    4,786,248      4,525,202      2,191,172      14,173,997      7,432,704   
Energy generation and storage     328,706      330,554      281,715      1,364,896      874,538   
Services and other     668,019      444,992      376,576      1,880,354      1,229,022   



Total cost of revenues    5,782,973      5,300,748      2,849,463      17,419,247      9,536,264   
Gross profit    1,442,900      1,523,665      438,786      4,042,021      2,222,487   



Operating expenses                                
Research and development     356,297      350,848      354,637      1,460,370      1,378,073   
Selling, general and administrative     667,452      729,876      682,290      2,834,491      2,476,500   
Restructuring and other     5,615      26,184      —      135,233      —   



Total operating expenses    1,029,364      1,106,908      1,036,927      4,430,094      3,854,573   
Income (loss) from operations     413,536      416,757      (598,141 )    (388,073 )    (1,632,086 ) 



Interest income     7,348      6,907      6,280      24,533      19,686   
Interest expense     (174,723 )    (175,220 )    (146,363 )    (663,071 )    (471,259 ) 
Other (expense) income, net     (14,205 )    22,876      (41,677 )    21,866      (125,373 ) 



Income (loss) before income taxes     231,956      271,320      (779,901 )    (1,004,745 )    (2,209,032 ) 
Provision (benefit) for income taxes     21,878      16,647      (9,094 )    57,837      31,546   
Net income (loss)     210,078      254,673      (770,807 )    (1,062,582 )    (2,240,578 ) 
Net income (loss) attributable to noncontrolling 
   interests and redeemable noncontrolling 
   interests      70,595      (56,843 )    (95,457 )    (86,491 )    (279,178 ) 
Net income (loss) attributable to common 
   stockholders    $ 139,483    $ 311,516    $ (675,350 )  $ (976,091 )  $ (1,961,400 ) 
Net income (loss) per share of common stock 
   attributable to common stockholders – 
   basic and diluted                                      



Basic   $ 0.81    $ 1.82    $ (4.01 )  $ (5.72 )  $ (11.83 ) 
Diluted   $ 0.78    $ 1.75    $ (4.01 )  $ (5.72 )  $ (11.83 ) 



Weighted average shares used in computing 
   net income (loss) per share of 
   common stock – basic and diluted                                 



Basic     172,026      170,893      168,314      170,525      165,758   
Diluted     179,026      178,196      168,314      170,525      165,758   



 
 
 










Tesla, Inc.   

Condensed Consolidated Statements of Operations 

(Unaudited) 

(In thousands, except per share data) 

 

      Three Months Ended     

Year Ended 

  

      December 31,    September 30,    December 31,    December 31,    December 31,   

      2018      2018      2017      2018      2017    

Revenues                                          

Automotive sales     $  6,073,471    $  5,878,305    $  2,409,109    $ 17,631,522    $  8,534,752   

Automotive leasing        249,748       220,461       293,086       883,461       1,106,548   

Total automotive revenue      6,323,219       6,098,766       2,702,195       18,514,983       9,641,300   

Energy generation and storage        371,497       399,317       298,037       1,555,244       1,116,266   

Services and other        531,157       326,330       288,017       1,391,041       1,001,185   

Total revenues      7,225,873       6,824,413       3,288,249       21,461,268       11,758,751   

Cost of revenues                                       

Automotive sales        4,658,517       4,405,919       1,999,631       13,685,572       6,724,480   

Automotive leasing        127,731       119,283       191,541       488,425       708,224   

Total automotive cost of revenues      4,786,248       4,525,202       2,191,172       14,173,997       7,432,704   

Energy generation and storage        328,706       330,554       281,715       1,364,896       874,538   

Services and other        668,019       444,992       376,576       1,880,354       1,229,022   

Total cost of revenues      5,782,973       5,300,748       2,849,463       17,419,247       9,536,264   

Gross profit   

   1,442,900       1,523,665       438,786       4,042,021       2,222,487   

Operating expenses                                       

Research and development        356,297       350,848       354,637       1,460,370       1,378,073   

Selling, general and administrative        667,452       729,876       682,290       2,834,491       2,476,500   

Restructuring and other 

      5,615       26,184      

— 

      135,233      

— 

  

Total operating expenses      1,029,364       1,106,908       1,036,927       4,430,094       3,854,573   

Income (loss) from operations        413,536       416,757       (598,141 )     (388,073 )     (1,632,086 ) 

Interest income        7,348       6,907       6,280       24,533       19,686   

Interest expense        (174,723 )     (175,220 )     (146,363 )     (663,071 )     (471,259 ) 

Other (expense) income, net        (14,205 )     22,876       (41,677 )     21,866       (125,373 ) 

Income (loss) before income taxes        231,956       271,320       (779,901 )     (1,004,745 )     (2,209,032 ) 

Provision (benefit) for income taxes        21,878       16,647       (9,094 )     57,837       31,546   

Net income (loss)        210,078       254,673       (770,807 )     (1,062,582 )     (2,240,578 ) 

Net income (loss) attributable to noncontrolling 

   interests and redeemable noncontrolling

 

   interests

 

      70,595       (56,843 )     (95,457 )     (86,491 )     (279,178 ) 

Net income (loss) attributable to common 

   stockholders

 

   $  139,483    $  311,516    $  (675,350 )  $  (976,091 )  $ (1,961,400 ) 

Net income (loss) per share of common stock 

   attributable to common stockholders –

 

   basic and diluted

 

                                          

Basic     $  0.81    $  1.82    $  (4.01 )  $  (5.72 )  $  (11.83 ) 

Diluted     $  0.78    $  1.75    $  (4.01 )  $  (5.72 )  $  (11.83 ) 

Weighted average shares used in computing 

   net income (loss) per share of

 

   common stock – basic and diluted

 

                                     

Basic        172,026       170,893       168,314       170,525       165,758   

Diluted        179,026       178,196       168,314       170,525       165,758 
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Tesla, Inc.   
Condensed Consolidated Balance Sheets 
(Unaudited) 
(In thousands) 
 



    December 31,    December 31,  
    2018    2017  



Assets               
Current assets               



Cash and cash equivalents   $ 3,685,618    $ 3,367,914  
Restricted cash     192,551      155,323  
Accounts receivable, net     949,022      515,381  
Inventory     3,113,446      2,263,537  
Prepaid expenses and other current assets     365,671      268,365  



Total current assets    8,306,308      6,570,520  
Operating lease vehicles, net     2,089,758      4,116,604  
Solar energy systems, leased and to be leased, net     6,271,396      6,347,490  
Property, plant and equipment, net     11,330,077      10,027,522  
Goodwill and intangible assets, net     350,651      421,739  
MyPower customer notes receivable, net of current portion     421,548      456,652  
Restricted cash, net of current portion     398,219      441,722  
Other assets     571,657      273,123  



Total assets  $ 29,739,614    $ 28,655,372  
Liabilities and Equity             
Current liabilities             



Accounts payable   $ 3,404,451    $ 2,390,250  
Accrued liabilities and other     2,094,253      1,731,366  
Deferred revenue     630,292      1,015,253  
Resale value guarantees     502,840      787,333  
Customer deposits     792,601      853,919  
Current portion of long-term debt and capital leases (1)     2,567,699      896,549  
Total current liabilities     9,992,136      7,674,670  



Long-term debt and capital leases, net of current portion (1)     9,403,672      9,418,319  
Deferred revenue, net of current portion     990,873      1,177,799  
Resale value guarantees, net of current portion     328,926      2,309,222  
Other long-term liabilities     2,710,403      2,442,970  



Total liabilities    23,426,010      23,022,980  
Redeemable noncontrolling interests in subsidiaries     555,964      397,734  
Convertible senior notes (1)     —      70  
Total stockholders' equity    4,923,243      4,237,242  
Noncontrolling interests in subsidiaries    834,397      997,346  



Total liabilities and equity  $ 29,739,614    $ 28,655,372  
      -      -  
                
(1) Breakdown of our debt is as follows:              



Recourse debt   $ 7,080,584   $ 6,755,376  
Non-recourse debt   $ 3,551,891   $ 2,873,458   



 
 










Tesla, Inc.   

Condensed Consolidated Balance Sheets 

(Unaudited) 

(In thousands) 

 

      December 31,    December 31,  

      2018      2017   

Assets                   

Current assets                   

Cash and cash equivalents     $  3,685,618    $  3,367,914  

Restricted cash        192,551       155,323  

Accounts receivable, net        949,022       515,381  

Inventory        3,113,446       2,263,537  

Prepaid expenses and other current assets        365,671       268,365  

Total current assets      8,306,308       6,570,520  

Operating lease vehicles, net        2,089,758       4,116,604  

Solar energy systems, leased and to be leased, net        6,271,396       6,347,490  

Property, plant and equipment, net        11,330,077       10,027,522  

Goodwill and intangible assets, net        350,651       421,739  

MyPower customer notes receivable, net of current portion        421,548       456,652  

Restricted cash, net of current portion        398,219       441,722  

Other assets        571,657       273,123  

Total assets   $  29,739,614    $  28,655,372  

Liabilities and Equity                 

Current liabilities                 

Accounts payable     $  3,404,451    $  2,390,250  

Accrued liabilities and other        2,094,253       1,731,366  

Deferred revenue        630,292       1,015,253  

Resale value guarantees        502,840       787,333  

Customer deposits        792,601       853,919  

Current portion of long-term debt and capital leases (1)        2,567,699       896,549  

Total current liabilities        9,992,136       7,674,670  

Long-term debt and capital leases, net of current portion (1)        9,403,672       9,418,319  

Deferred revenue, net of current portion        990,873       1,177,799  

Resale value guarantees, net of current portion        328,926       2,309,222  

Other long-term liabilities        2,710,403       2,442,970  

Total liabilities      23,426,010       23,022,980  

Redeemable noncontrolling interests in subsidiaries        555,964       397,734  

Convertible senior notes (1) 

      —       70  

Total stockholders' equity      4,923,243       4,237,242  

Noncontrolling interests in subsidiaries      834,397       997,346  

Total liabilities and equity   $  29,739,614    $  28,655,372  

         -       -  

                    

(1) Breakdown of our debt is as follows:                 

Recourse debt     $  7,080,584   $  6,755,376  

Non-recourse debt     $  3,551,891   $  2,873,458 

 

 

 

 


