Tesla faces sharp sales decline amid internal dissent and rising competition
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Tesla is currently navigating a significant downturn in sales, facing a 9% drop in Q1 2025, a stark contrast to a 10% rise in overall electric vehicle (EV) demand across the United States. Despite its position as a trailblazer in the EV sector, internal discontent is reported to be affecting consumer perceptions of the brand. Central to this discord is the contentious figure of CEO Elon Musk. His polarising public persona and controversial political stances are increasingly viewed as detracting from the brand’s image, raising critical questions about his leadership and its impact on Tesla’s viability in a rapidly changing market.
An open letter, signed by a coalition of current and former Tesla employees, has surfaced, vehemently expressing their dissatisfaction with Musk's leadership. The signatories argue that his behaviour has overshadowed Tesla’s achievements and misaligned the company with its original mission of promoting clean energy. This letter signifies more than just disgruntlement; it encapsulates a growing belief among Tesla's workforce that new leadership could potentially rejuvenate the company’s vision and market appeal.
This internal turmoil is mirrored by troubling signs of overproduction. Reports indicate that there are thousands of unsold Model Ys accumulating, revealing a troubling disconnect between Tesla’s production capabilities and actual market demand. This excess inventory would appear to counter claims that the introduction of new models is driving sales, suggesting that demand issues are at the crux of Tesla’s struggles.
Compounding these challenges, Tesla recently announced a temporary halt in operations at its Gigafactory in Texas, a move interpreted by some as a tacit admission that production may be outpacing market demand. Critics highlight that the company’s failure to adapt to the evolving landscape—marked by increasing competition from both established automotive brands and emerging players—could further jeopardise its standing.
Moreover, Tesla's difficulties are not confined to domestic frontiers. In international markets, sales tell a similar story. Tesla reported a staggering 45.9% decline in car sales in Germany in April 2025, with only 885 vehicles sold, set against a backdrop of a 53.5% increase in overall battery electric vehicle registrations. Competitors, including the Chinese automaker BYD, are gaining substantial ground, highlighted by an eightfold increase in their sales within the same market.
The UK market has mirrored these woes, with Tesla recording its lowest sales in over two years and a steep 62% drop in April 2025, despite a modest increase in electric vehicle registrations across the sector. European competitors such as Volkswagen and BYD have seen their market shares leap significantly, indicating crucial shifts in consumer preference.
In Spain, Tesla’s performance continues to falter, with a 36% year-on-year drop in sales amidst a nationwide surge in EV registrations—further emphasizing that their issues are not isolated but rather reflective of broader trends impacting the brand.
Financially, the implications of these declines are drawing scrutiny. In tandem with the disappointing sales figures, Tesla's net income saw a dramatic 71% decrease in the same quarter, culminating in a substantial dip in share prices that has had investors concerned. Although some optimism returned with shares rebounding slightly after Musk's announcement of a potential retreat from his political engagements, which had come under fire for their divisive nature, the spectre of volatility looms large.
The competitive landscape is shifting rapidly. While Tesla's leadership remains a point of contention, its future resilience may depend on its capacity to realign itself with an increasingly diverse consumer base and innovative thinking beyond Musk's personal brand. The introduction of a new affordable vehicle variant, scheduled for launch later this year, signals a potential pivot, though it is clear that decisive action is necessary to not only reclaim lost market ground but also restore faith among its workforce.
For Tesla, the road ahead will require careful navigation of internal discontent and external challenges. If the company is to regain its position as a leader in sustainable transportation, it must reconcile these complex dynamics while invigorating its foundational mission amidst heightened competition.
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