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Tesla is an American electric car manufacturer and energy company headquartered in Palo Alto, California, whose 
mission is “to accelerate the world’s transition to sustainable energy.” Its manufacturing operations occur in 
Fremont, California, where their flagship Model S and Model X vehicles are produced. In late 2017, the company 
plans to launch the Model 3, produced in the same factory, for which 400,000 pre-orders have been placed. 
Additionally, with the acquisition of Solar City, Tesla is becoming the world’s only vertically integrated sustainable 
energy company, providing home and commercial energy products.

The company’s rapid growth will require considerable scaling and streamlining of its supply chain processes over 
the next few years. To this end, the Tauber Institute team was tasked with exploring opportunities for efficiency 
with regard to the flow of inbound parts for future production, including Model 3. Specifically, the team was asked 
to answer three questions: where inbound parts should be stored, how they should be packaged, and how they 
should be presented at their point of use on the production line.

Though seemingly independent, each of the questions are interrelated, and therefore require simultaneous 
consideration. As an example, various packaging options can have varying part densities, and therefore differing 
storage space requirements. Packaging also influences how parts are presented at the line.

The team identified the key gaps which most affect the company’s long-term strategy and ability to scale, 
and then created a decision support system based on linear programming and other operations research 
techniques, aimed at optimizing the flow of parts inbound from the supplier to the production line. The team 
then implemented its recommendations with a two-fold strategy: first, executing short-term recommendations 
for Model S and X parts with key players to build the systems needed for the proposal, and second, working 
closely with the teams in charge of the future-state Model 3 logistics to incorporate our insights and modelling 
into Tesla’s evolving inbound parts strategy. With full implementation for the arrival of Model 3 late next year, the 
expected annual savings to Tesla is over $10M.

TE
SL

A
SU

N
SE

T
ST

A
N

LE
Y

 B
LA

C
K

 &
 D

E
C

K
E

R
 –

 
C

R
IB

M
A

ST
E

R
PR

E
C

IS
IO

N
 C

A
ST

PA
RT

S
PF

IZ
E

R




