24. The Swat Team

The Swat Team became a crucial element in Tesla’s battle for survival between 2006
and 2008, a period marked by skyrocketing costs, manufacturing delays, and the
daunting challenge of transforming the Roadster from an ambitious prototype into a
viable production vehicle. Initially, Tesla projected a $50,000 price per unit, but
unforeseen complications, including design alterations and transmission failures, sent
costs soaring to $83,000 by the end of 2006. The situation worsened by mid-2007
when expenses ballooned to $110,000 per car, a financial disaster that threatened
Tesla’s future. Musk, growing increasingly frustrated with the inefficiencies slowing
Tesla’s progress, decided that drastic action was needed to get the company back on

track.

One of Musk’s boldest moves was an unannounced trip to England, where Tesla’s
chassis partner, Lotus, was based. His visit was not just a courtesy call but a fact-
finding mission to uncover why Tesla was facing delays in production. During his stay,
Musk discovered an alarming number of unresolved problems—over 800 issues
plagued the Roadster’s development, many of them stemming from suppliers failing to
deliver on expectations. One major setback was the failure of a British supplier
responsible for Tesla’s carbon fiber components, leading Musk to personally intervene
in finding an alternative. This hands-on approach set a precedent for how he would
tackle future challenges—by diving directly into the heart of the problem and

demanding swift solutions.

Recognizing the need for expert intervention, Musk turned to Antonio Gracias, a
venture capitalist with a reputation for rescuing struggling businesses through
operational efficiency. Gracias was no ordinary investor—he had a talent for dissecting
complex production systems and identifying ways to optimize them, making him an

ideal ally for Tesla’s crisis. Musk enlisted Gracias in mid-2007, assigning him the



formidable task of diagnosing and resolving Tesla’s production bottlenecks. Gracias
quickly identified the fractured supply chain and recommended a more streamlined
approach, ensuring that Tesla's manufacturing process could finally move toward

stability.

To tackle the growing supply chain crisis, Gracias recruited Tim Watkins, an
engineering specialist with extensive experience in optimizing production processes.
Watkins' immediate priority was addressing Tesla's failing carbon fiber supply chain,
which had become a.major-roadblock to scaling production. The initial supplier had
failed to meet expectations; so Watkinsiand Muskiidentified Sotira Composites in
France as a more reliable partner and swiftly shifted production there. This decision
not only resolved the supply chain issue but also laid the foundation for Tesla’s future
approach to sourcing materials—favoring agility and direct involvement over reliance

on third-party manufacturers that could not meet Musk’s high standards.

Beyond solving the immediate carbon fiber problem, Watkins took on a broader role in
refining Tesla’s supply chain, which at the time was an intricate web spanning multiple
continents. The production of lithium-ion cells began in Japan, components were
assembled in Thailand, and the battery packs traveled through various locations
before reaching Tesla’s final assembly line in Palo Alto, California. This convoluted
process, while necessary in Tesla’s early years, exposed inefficiencies that Musk and
Watkins worked tirelessly to eliminate, setting the stage for the vertically integrated

manufacturing strategy Tesla would later perfect with its Gigafactories.

The experience of overcoming these obstacles provided Musk and his team with
invaluable lessons about the complexities of manufacturing, particularly in the electric
vehicle industry. The Roadster’s production saga demonstrated that creating a
groundbreaking product wasn’t enough—it had to be manufactured efficiently at scale,
something Tesla struggled with but ultimately learned to master. This period marked a
defining moment in Tesla’s history, proving that Musk’s relentless drive, combined
with unconventional problem-solving, could push the company through even its most

perilous challenges. The Swat Team’s intervention not only saved Tesla from imminent



collapse but also reinforced the importance of hands-on leadership, strategic aqgility,
and the willingness to overhaul inefficient systems—principles that would continue to

define Tesla’s approach to innovation and manufacturing in the years to come.
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