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Executive Summary 
	The purpose of this report is to provide a formal management review of Tesla Motors Incorporated. 
	The research in this report will begin with learning about Tesla Motors. It will show that Tesla Motors was founded in 2003 by five engineers in order to build a sustainable automobile. Next, the governance of the company will be introduced. Included will be the Board of Directors, the company’s three committee structures, and the major shareholders of the company. Moving on in the report, research will prove that the company is ethical and socially responsible because of its Gigafactory, its partnerships with competing automobile companies, and its decision of allowing their competition to use their technology. Further into the report, research will show that Tesla is embracing globalization from their desire to expand into the Chinese market as well as potentially increasing their product lines in Germany. Following globalization will be the organizational structure and culture of the company. It will be proven that Tesla follows a functional structure of organizing and that its culture is divided into two levels; the observable culture and core values. Directly after that, research will identify Tesla’s strategic plan which outlines the company’s vision along with its operational plans which includes the companies policies, procedures, and budgets. Nearing the end of the report it will be evident that Elon Musk is the most influential leader of Tesla Motors because of his visionary leading style. Finally, the research will end with explaining why feedback control and market control are the most important control mechanisms Tesla must consider. 
	The report concludes that Tesla Motors is continuing to grow as a company by virtue of its strong execution of the main functions of management.
About the Company
	In 2003, Tesla Motors was founded by a group of five engineers “who wanted to prove that electric cars could be better than gasoline-powered cars” (Tesla, n.d.). The company strives to build cars with “instant torque, incredible power, and zero emissions” (Tesla, n.d.) all in an effort to fulfill their company mission of “accelerating the world’s transition to sustainable transport” (Tesla, n.d.). Tesla Motors has launched three cars over their twelve years in business including their newest and only sports utility vehicle (Model X), which just launched September 29th this year (Tesla, n.d.).
	Along with cars Tesla offers products such as extra battery packs, chargers and other accessories for their vehicles as well as a Powerwall which is a home battery pack that uses solar panels to power one’s home (Tesla, n.d.). Tesla employs over six thousand people many of whom work in the head office in Palo Alto, California (Ohnsman, 2014). Tesla employees also work at one of the other five subsidiary offices they have in locations such as Japan, the Netherlands, and Amsterdam (Tesla, n.d.).
	Tesla Motors is an innovative company that is looking to build a sub-$30,000 subcompact car. In addition, Tesla Motors has announced “that it will allow its technology patents to be used by anyone in good faith in a bid to entice auto makers to accelerate development of electric cars” (Wikipedia, 2014).




Corporate Governance
	The Corporate Governance of Tesla Motors is fairly simple. This section will review the company’s Board of Directors, their three committee structures, and the major shareholders of the company.
	The Board of Directors of Tesla Motors is made up of five independent directors and two non-independent directors, making a total of seven people on the Board. The independent directors include Brad Buss, Robyn Deholm, Ira Ehrenpreis, Antonio Gracias, and Steve Jurvetson. All of these people are extremely successful in their field of work and are currently, or have been, Chief Officers, Vice Presidents, or Directors of companies. The remaining people on the Board are the two non-independent directors, Kimbal Musk and Elon Musk. Kimbal Musk is the current Chief Executive Officer of an internet software company, Medium Inc. He also co-founded the company Zip2 with his brother Elon in 1995. That leads to the final Board member who is the Chairman of the Board, Product Architect, and the Chief Executive Officer of Tesla Motors, Elon Musk. Elon has been the Chief Executive Officer of the company since 2008 and is continuing to lead the company to further success. (Tesla, n.d.)
	There are three committees that Tesla utilizes to help run the company. The first is an Audit Committee whose purpose is to “provide oversight of the company’s accounting and financial processes and the audit of the company’s financial statements” (Tesla, n.d.). The second committee is the Nominating and Governance Committee. This committee is in charge of “reviewing and making recommendations to the Board on matters concerning corporate governance; Board composition; identification, evaluation and nomination of director candidates; Board committees; Board compensation and conflicts of interest” (Tesla, n.d.). The third committee is the Compensation Committee and their role is to “discharge the Board's responsibilities relating to the compensation of the Company's executive officers and the administration of the Company's employee benefit plans” (Tesla, n.d.). There is at least one member on each of these committees who is also on the Board of Directors. (Tesla, n.d.)
	Overall, Tesla Motors’ corporate governance is effective because they have a strong group of members on their Board of Directors as well as three committees whose purposes are to help Tesla Motors be successful in every way.
	Examining the major shareholders of the company, NASDAQ (the American/Canadian Stock Exchange of which Tesla is a part), shows Tesla’s Top Five major shareholders are; FMR LLC, Baillie Gifford & Co, Price T Rowe Associates Inc./MD, Morgan Stanley, and Vanguard Group Inc (NASDAQ, 2015). Forty-four point fourteen percent of the institutional holdings are held by these five shareholders (NASDAQ, 2015). 

Ethics and Social Responsibility
	Tesla’s claim to fame is that the environment is the most important thing. Their mission of “accelerating the world’s transition to sustainable transports” (Tesla, n.d.) is in itself an indication of socially responsibility. Tesla Motors is the only car manufacturer to produce zero emissions automobiles. Tesla’s focus on environmental outcomes is demonstrated in three different ways. The first is their newest factory currently under construction. The Gigafactory located in Nevada, USA is set to be finished construction by 2017 and the plan is “to make the Gigafactory net-zero energy and carbon neutral” (Alagbe, 2015). Tesla’s Chief Technical Officer Strauble states “the whole roof of the Gigafactory was designed from the beginning with solar in mind” (Richard, 2015). Not only is the whole roof covered in solar panels but “the surrounding hillsides that [they] can’t use for other functions [they are] adding solar to those” (Richard, 2015). There are plenty of other ways that the Gigafactory is being built to be socially responsible and solar panels are only one of them.
	The second way Tesla Motors validates their ethical and socially responsible ways is their partnerships with other automobile manufacturers such as Toyota and Daimler. Tesla has “provided development services and full powertrain systems and components” (Tesla, 2014) to help Toyota and Daimler with their electric vehicles. Their partnerships with Toyota and Daimler shows that Tesla is willing to help their competition because by helping their competition there will be more electric vehicles in the market which means Tesla contributing to their company mission.
	The third way Tesla Motors demonstrates an ethically and socially responsible approach is last year’s bold move by Musk to allow Tesla’s competition to use their technology. Musk states that “Tesla will not initiate patent lawsuits against anyone who, in good faith wants to use our technology” (Tesla, 2014). The reason behind this unexpected move is because Musk understands that “Tesla cannot meet the global demand for electric cars and realizes that the planet is more important than his company’s profit” (Soya, 2014). Tesla is committed to the environment and their integrity with their company mission.
	The company has been featured in the press in a negative way just last year. There was claims that Tesla vehicles caught fire due to the battery pack igniting. As soon as Tesla heard about this Tesla “launched its own investigation into the occurrences” (Miller, 2014). Once they figured out the problem they made sure that it never happened again by putting an “extra titanium shielding” (Miller, 2014) around the battery to make their cars even safer. The actions Tesla took when faced with a negative situation proved that they are a company who is true to their ethical standards. 

Globalization
	“The worlds leading electric car maker is now growing faster outside the United States than in it” (Mullaney, 2015). With more than two hundred stores Tesla Motors has made its name and brand recognizable in at least fifteen countries (Tesla, n.d.). Tesla is continuously growing as a company and is always looking for new opportunities to expand into new countries. Tesla’s next goal for expansion is the Chinese Market. “Tesla Motors Inc. plans to produce electric vehicles within two years in China” (Yu, 2015). Tesla is aware that China’s millionaire status is growing and right now China has approximately 3.6 million millionaires which is more millionaires than the Top 8 European Nations combined. With their knowledge Tesla is looking to capitalize on the Chinese market because it is said that “by 2030 more than half the newly produced vehicles in the world will be battery-powered, and China will take the biggest share” (Yu, 2015). Tesla is ready to compete in hopes of ensuring the number one electric vehicle manufacturer in this market. Another opportunity Tesla is exploring is expanding its production lines. Although there has been no concrete plans in effect there has been talk that Tesla’s next Gigafactory will be built in Germany. Germany is “the automobile hub of Europe” (Richard, 2015) which is why “Tesla sees Germany a key market” (Jain, 2015). Tesla is looking to compete with the top competitors BMW and Mercedes in the German market (Jain, 2015). 

Organization 
	The organizational structure of Tesla Motors resembles the functional structure of organizing the most. This simply means that they “group together people with similar skills who perform similar tasks” (Schermerhorn & Wright, 2013, p. 231). Tesla Motors runs by appointing different levels of management to run the company. The top level is the Board of Directors but more importantly the CEO of the company Elon Musk. The second level of management who reports to the top level includes the company’s Chief Officers and Heads of the major departments such as human resources and finance. The last level is not a management level but is the rest of the employees of the company. This includes the employees of sales, factories, and engineers. All levels in the Tesla organization have different jobs but they are all in charge of people who are working on specific tasks who have specific skills (Tesla, 2015). 
	Next, is Tesla Motors culture. This means “the system of shared beliefs and values that guides behaviour” (Schermerhorn & Wright, 2013, p. 200) in the Tesla organization. Tesla’s organizational culture can be divided among two levels. The observable culture which is the “first and most visible part of the organizational culture” (Schermerhorn & Wright, 2013, p. 311) and the core values which “are beliefs and values shared by organizational members”. A characteristic that falls under observable culture would be the feeling that Tesla still has a “startup culture” which means a fast-paced and innovative business that takes a lot of hard work to be successful (Taylor, 2015). Tesla’s start up business feeling is proven to be true when current CFO Deepak Abuja describes it as “a nonstop adrenaline rush” (Fehrenbacher, 2015). Tesla also “has a reputation for gruelling hours” (Fehrenbacher, 2015) however, the hard work is proven to lead to big benefits. Another observable characteristic of Tesla is the prestige that comes with working their. Tesla is leading the electric car market and is striving for new innovative ideas so it only makes sense that they hire most intelligent and creative people to work for their company.
	As for the core culture it is expected that employees at Tesla Motors are innovative and strive for excellence. This company value is driven from Musk himself “who pushes employees to their limits” (Schermerhorn & Wright, 2013, p. 312). Customer service is also part of Tesla’s core values. At Tesla customers come first and every objective of Tesla is put into place with the goal of enhancing customer experience with Tesla products (Miller, 2014).  

Planning
	Tesla Motors planning process is truly unique compared to other automobile companies. Tesla’s vision is to “build a wide range of models, including affordably priced family cars” (Tesla, 2006)  and their mission is “accelerating the world’s transition to sustainable transports” (Tesla, 2013). The company conducts their strategic and operational planning around their vision and mission. “The strategy of Tesla is to enter at the high end of the market, where customers are prepared to pay a premium, and then drive down market as fast as possible to higher unit volume and lower prices with each successive model” (Tesla, 2006). In order to complete their strategic plan they must put in place operational plans. This involves coming up with policies, procedures and budgets that the company should follow to complete make their plan successful (Schermerhorn & Wright, 2013, p. 174-175). Tesla Motors has a number of policies and procedures that the company and employees of the company are expected to follow. For example, the company has strict policies when dealing with their supply chain. Tesla makes it clear that their “suppliers are expected to use reasonable efforts to ensure that parts and products supplied to Tesla are “conflict-free”, meaning that such conflict minerals do not benefit armed groups in the Democratic Republic of the Congo” (Tesla, 2014). Other policies and procedures relate to Tesla’s employees and what steps they need to take if they come across issues such as reporting illegal or unethical behaviour, dealing with conflict resolution, and health and safety (Tesla, 2010). The last operational plan is Tesla’s budget. One of the major highlights of Tesla’s budget is that it spends no money on marketing. Tesla’s marketing strategy “adapts Apple’s marketing plan with the Macintosh computer” (Mangram, 2012). It involves premium pricing combined with limited production because they believe they want to attract the very rich customers who are typically the first to adopt new technology. Tesla can afford to have a zero dollar budget because the company is so interesting on it’s own that people are intrigues to learn more about the company and environmentally friendly products (Veerasamy, 2013). Tesla’s policies, procedures, an budget are all their operational plans that are essential for their strategic plan to be successful.

Leading 
	Tesla Motors has numerous leaders that contribute to the company’s success, however, the most important and influential leader is Elon Musk. Musk can be categorized as a visionary leader. A visionary leader is someone who has a “clear vision, [communicates] the vision, and [gets] people motivated and inspired to pursue the vision in their daily work” (Schermerhorn & Wright, 2013, p. 331). Musk’s vision for the company involves maximizing the use of green energy and eliminating the reliance on fossil fuels. An employee of Tesla Motors described Musk as a “very inspiring person who pushes his employees to the limit” (Loubriel, 2014). This demonstrates Musks’ ability to communicate his vision and motivate his employees to work towards his vision. Musk proves that he is an effective leader through Tesla’s success since the company was founded in 2003. The one thing that Musk can improve on regarding his leadership is understanding how far is too far when it comes to pushing employees. It has been stated that “if you want a family or hobbies or to see any other aspect of life other than the boundaries of your cubicle…Elon doesn't seem to give a damn” (Singh, n.d.). Yes Musk gets a lot done in an extremely short amount of time but Musk can work on understanding the work life balance and that not everybody is a machine like himself.  

Control 
	Tesla is still a fairly young company that still needs to grow and expand into other markets. The future success of the company depends on what control mechanisms the company uses. There are two critical control mechanisms that the company need to take into account, the first being feedback control. Feedback control “takes action after an action is completed”. Tesla should use feedback control in order to to “solve problems after they occur and prevent future one” (Schermerhorn & Wright, 2013, p. 502). By understanding and fixing problems Tesla has faced they are able to improve their products to create the best product possible for their customers. 
	The second control mechanism critical to Tesla’s success is market control. Market control is “the influence or market competition on the behaviour of organizations and their members” (Schermerhorn & Wright, 2013, p. 504). This means the way Tesla adjusts “products, pricing, promotion, and other practices in response to customer feedback and what competitors are doing”(Schermerhorn & Wright, 2013, p. 504). This is important so Tesla can stay at the top of the electric cars market. Consumer feedback is something Tesla should embrace so they know what to adjust in their products in order to maximize customer satisfaction. This will help keep Tesla’s positive brand image which in turn will attract more customers. Tesla should also keep track of their competitors now that they have shared their technology with them. Competitors in the market should push Tesla to work harder in finding new ways to be innovative in order to stay number one in the market. It is essential for Tesla to use these control mechanisms in order to stay ahead of their competition.

Conclusion
	The report concludes that Tesla Motors is a young innovative company who will continue to grow due to its strong execution of the main functions of management.




