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Abstract: This paper discusses the growing areas of risk within the progressive automaker industry, of which Tesla and 
Elon Musk have become synonymous household names. As Tesla has grown, production goals have increased, and their 
customer base expanded, numerous allegations and control failures within the company have increased the levels of risk 
within the company.  

 

Tesla was founded in 2003 by Martin Eberhard along with several other engineers located in California. The original 
purpose of the company was to develop a high performance electric car that would dominate the already struggling 
industry, which included General Motor’s EV1 that had just been recalled and destroyed. Tesla used the then-recent 
surge in the use of lithium-ion batteries to develop the Tesla Roadster, a vehicle rivaling many in the high-end sports 
car industry, built at a lower cost and higher-level of sustainability. To raise startup funds, Tesla pursued Elon Musk 
for investment funding, as his success with PayPal and SpaceX had earned him a prominent reputation in Silicon 
Valley. Initially, Elon Musk joined Tesla as chairman of the executive board; he took over as Tesla’s Chief Executive 
Officer in 2008.1 In the subsequent ten years, Tesla skyrocketed to the forefront of the automotive technology 
industry and independent automaker market. As their prominence has risen, the company has been scrutinized in 
more detail across the various parts of the organization. Tesla has experienced control failures due to processes, 
systems, and external events; they will likely face increasing risks in the future as well.   

In the three years between 2014 and 2017, Tesla accumulated financial losses of over $3.9 billion.2 Over 75 percent of 
these losses came from operational expenses, more than half of which is from the 2017 fiscal year. Despite Tesla’s 
failure to turn a profit over the last 15 years, the net worth of the company surpassed Ford, which has been around 
for nearly 12 decades. This raises the question of why Tesla - which fails repeatedly to be a profitable business - is 
still able to operate. The continuing success of Tesla is mostly due to their investors and consumer perception of the 
company; Tesla investors believe they will receive a return on their investments based on the anticipated future of 
the car industry.  

The Tesla golden ticket to the future of the automobile industry is the Model 3, a low-cost, mass-produced electric 
car that has a production goal of 500,000 of in 2018.3 To give some perspective, Tesla has managed to make an 
average of 20,000 vehicles in the last three years.4 Given this challenging task, there have been some issues 
surrounding the controls put in place by the company to achieve this goal. In April 2018, production was halted at 
Gigafactory 1 (where the Model 3 is manufactured) for several days. This is the second time in the past two months 
production has been halted at Gigafactory 1.5 The reason for the halt, according to Elon Musk, was to fix the 
manufacturing process, which relies heavily on automation. Elon Musk said he had underestimated the importance 
of humans in the process.6 Production rates for the Model 3 have failed to reach the projected goal of 5,000 cars per 
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week and instead have barely reached 2,500.7 As a response to these shortcomings, Musk sent out an email in which 
he stated that the factories producing vehicles had been modified in such a way that would ensure that they could 
raise production rates up to 6,000 a week. This promise puts Tesla in an extremely risky position should they fail to 
meet this goal.  

Building off their factory complications, the California Division of Occupational Safety and Health (Cal/OSHA) 
currently has two open investigations into the operations of these factories. The investigations pertain to workplace 
safety; one is regarding a worker breaking their jaw at the Fremont factory, and the other is about reporting 
workplace injuries.8 The second investigation emerged from claims that Tesla had incorrectly reported workplace 
injuries as personal medical issues, therefore resulting in workers being uncompensated for recovery costs and other 
medical finances. In addition to these investigations, a complaint was sent to the National Labor Relations Board 
(NLRB) for workplace violations relating to these instances, as well as Tesla allegedly not allowing workers to openly 
discuss unionizing to the point that employees were being interrogated and threatened with termination.9 All these 
claims come at a time when Tesla is aiming to ramp up production by numbers not seen before and indicate 
increased risk to the future success of the company. An official hearing for the complaints mentioned is scheduled 
for June 2018. 

Tesla’s issues with workplace safety, specifically the issues reported in the NLRB complaint, double as a process and 
system error. Currently, the company has added a third shift to all factories to ramp up production for the Model 3.10 
This increase in productivity is a substantial risk because it adds the possibility of future incidents like those already 
reported. Thus, it would be in the best interest for the company to review bottleneck points within the factory that 
could greatly contribute to the safety concerns addressed in complaints to mitigate them. Additionally, it may be 
wise to institute preventative and corrective controls in the form of policies that address issues within the workplace, 
such as the ones recently brought up by employees. Most of all, it is important that Tesla actively participate in 
discourse with its staff because these issues have been reported for several years which clearly shows that the quality 
upon which the factory operates must be improved.  

In respect to the factory shutdowns, it is important that the company analyze how its competitors do business. Early 
on, Musk stated that he wanted to disrupt the automotive industry with sustainable and well-built vehicles. In doing 
so, he automated a substantial portion of the building process that proved to be a mistake. It would be worthwhile to 
note that other automakers have been in business for over a century and have decades to determine the best way to 
produce a car. Therefore, it would be beneficial for Tesla to assess their current manufacturing system and possibly 
employ similar concepts seen elsewhere within places companies like Toyota, Nissan, or Ford to ensure that they 
meet their production goals. Moreover, the future of the company hinges on its ability to mass produce the Model 3 
because many other automakers such as Chevrolet and Kia have already manufactured electric cars that compete 
heavily with the Tesla models, at a much lower cost. If Tesla wants to disrupt the industry, it will have to meet the 
demand it already has and compete with these well-established companies.  

Moving on, over the past three years there have been increasing amounts of fatal crashes involving Tesla cars. Of 
these, there have been roughly four that claim their “autopilot” feature was activated during the incident. The most 
recent of these crashes was a month ago in California.11 The driver had their hands of the wheel as the car crashed 
and was given audio/visual warnings six seconds before crashing into a barrier. The autopilot feature in these 
vehicles has been a very touchy subject recently therefore making it important to know how it functions. Many 
believe that it serves as an alternative to a human controlling the vehicle but its purpose is to analyze moving objects 
to assess their risk to the vehicle and avoid situations that result in collisions. Currently, it is unable to analyze 
stationary objects and therefore will not issue commands if one obstructs the view of the vehicle resulting in the 
fatalities discussed above.12 Assessing the risks involved with having an autopilot feature greatly factors into the 
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success of the company.  

Tesla’s autopilot feature and the issues surrounding it have been a centerpiece within the media in the past few years. 
This poses a significant risk to their automated systems. The future of such features will rely heavily on their ability 
to adapt to the growing demand for products with this level of sophistication. Consequently, it would be beneficial 
for Tesla to investigate technologies such as Lidar, which can map its surroundings more efficiently or increasing the 
number of sensors on its vehicles to reduce the fatalities that clearly present a risk to consumers. Additionally, with 
respect to the most recent crash, the driver was warned multiple times before the collision occurred so a possible 
corrective control for that could be instituting a software change within the autopilot that can stop the vehicle if an 
operator of the vehicle fails to recognize dangers ahead. Beyond this, much of the risk involved falls in the hands of 
drivers being more aware of the limitations and warnings of current automotive technology.  

For Tesla, 2018 has been and will likely continue to be a trying year given the risks and issues thrown their way. It is 
imperative that they come out the end of this year with a better understanding of how to reduce their current risks 
and shortcomings, without reducing innovation. Innovative technology will always have problems and it is our job 
to ensure we do the most to mitigate those issues. 
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