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Tesla & SolarCity – Sustainable Advantage?

Due Date: Wednesday, June 21

The purpose of Assignment #2 is to give you practice evaluating potential bases for sustainable competitive advantage due to Resources, Size-based leadership and Timing-based leadership.

Our focus is the combination of Tesla Motors and SolarCity into the new Tesla, as described in the article, The Real Story Behind Elon Musk’s $2.6 Billion Acquisition Of SolarCity And What It Means For Tesla’s Future–Not To Mention The Planet’s”.  A link to this article is in the assignment description on Questrom Tools.

Tesla and Elon Musk have been unusually successful, compared to prior attempts to produce a viable electric car.  As the article makes clear, their goal is much more ambitious than simply making cars:
· roof tiles are the latest component of Musk’s larger plan to wean us off fossil fuels
· “[This] can solve the whole energy equation.”
· [bookmark: _GoBack]To him, this future—in which his combined companies will save us from the destructive forces of climate change—is simply “logical” and “quite obvious.”
· “It’s totally logical that we’ll have sustainable energy in the long term, because unsustainable energy, by definition, is unsustainable.”

Unfortunately, logical inevitability is not a reliable basis for strategy, so the goal of this assignment is to evaluate whether or not there appear to be reasons to believe that the combined Tesla and SolarCity increases the potential of a sustainable competitive advantage beyond what the companies may have had individually.

Part 1 – Resource-Based View

Tesla and SolarCity control many “valuable” resources, but do any of these resources clearly pass the VRIO test?   Use the VRIO framework to evaluate the following resources of Tesla/SolarCity in the stated context:

· Elon Musk 
· SolarCity’s business model (as described in the article)
· SolarCity’s Buffalo factory (GigaFactory 2)
· SolarCity itself, as a new resource for Tesla 

Don’t worry about being 100% correct – the focus is on your evaluation using VRIO.

Part 2 – Leadership (Dis)Advantage

Tesla and SolarCity are early movers and the current market share leaders in their respective industries and, of course, as a combined entity.  For each of set of  Advantages/Disadvantages in Coughlan’s article, evaluate whether or not you think there is a potential for sustained competitive advantage.

For Size-based Advantages, evaluate whether or not you think SolarCity gains additional size-based advantages or reduces likelihood of size-based disadvantages by now being part of Tesla.

Size Advantage			Size disadvantages

Scale Economies			Incumbent Inertia

Scope Economies			

Network Effects			

Learning Effects			


For Timing-based Advantages, evaluate whether or not you think that the combination of Tesla and SolarCity gives the combination additional time-based advantages or reduces time-based disadvantages beyond what they had individually.

 Timing Advantages		Timing Disadvantages

Preemption				Pioneering Costs

Reputation Effects			Demand Uncertainty

Buyer Switching Costs		Technological Uncertainty

Patents or Institutional Barriers
 

* * *

You should use the following pages as the template/form for your assignment.  Please do not include this page and prior page in your submission.
[Type text]	[Type text]	[Type text]


Part 1 – Resource-Based View (please do not break tables across page boundaries when handing in)

Resource:  Elon Musk
	Valuable


	

	Rare


	

	Costly to Imitate

	

	Organize to capture value
	



Conclusion/Insight:  


Resource:  SolarCity’s business model
	Valuable


	

	Rare


	

	Costly to Imitate

	

	Organize to capture value
	



Conclusion/Insight:  


Resource:  SolarCity’s Buffalo factory (GigaFactory 2)
	Valuable


	

	Rare


	

	Costly to Imitate

	

	Organize to capture value
	



Conclusion/Insight:  


Resource:  SolarCity itself, as a new resource for Tesla
	Valuable


	

	Rare


	

	Costly to Imitate

	

	Organize to capture value
	



Conclusion/Insight:  



For Size-based Advantages, evaluate whether or not you think SolarCity gains additional size-based advantages or reduces likelihood of size-based disadvantages by now being part of Tesla.

Size Advantage			

	Scale Economies

	

	Scope Economies

	

	Network Effects

	

	Learning Effects

	




Size disadvantages

	Incumbent Inertia


	





For Timing-based Advantages, evaluate whether or not you think that the combination of Tesla and SolarCity gives the combination additional time-based advantages or reduces time-based disadvantages beyond what they had individually.

 Timing Advantages

	Preemption	
(note type or types)

	

	Reputation Effects

	

	Buyer Switching Costs

	

	Patents or Institutional Barriers
	




Timing Disadvantages

	Pioneering Costs

	

	Demand Uncertainty

	

	Technological Uncertainty

	



