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Strategic Management Report for Lotus Cars

[bookmark: _Toc233390207]Executive Summary
Organizations use strategic management to achieve a sustainable competitive advantage over the long term by matching the organization’s purpose and resources to manoeuvres in the business environment (Nag, Hambrick and Chen, 2007). The UK automobile industries are facing increasing strains due to environmental changes to adjust and formulate strategic plans to stay competitive (Nag, Hambrick and Chen, 2007). Apart from this, the UK automotive industry faces stiff competition especially from international players upon which effective strategic planning is critical for competitive success and sustainability (Nag, Hambrick and Chen, 2007). Lotus Cars is one of Britain’s most recognisable brands. This report examines the current strategic position of the sports car manufacturer. The analysis of chosen organisations will be carried out in this business report with usage of most up to date and contemporary approaches of business strategy and management incorporating both the external as well as internal environment to present the most appropriate SWOT analysis to the organisation. This will entail a PESTLE analysis; Porter’s Five Forces and Value Chain Analysis thinking about the external environment and then the RBV and VRIO framework for thinking about the internal environment. To sum up, the conclusion of the report will have a conclusion in which (we) synthesising what the implications of our analysis overleaf are and sets out a range of strategic alternatives (White, 2020) .
[bookmark: _Toc233390208]Introduction
The strategic management of an organisation involves a systematic process wherein organisations analyse their internal and external business environment in response to changing scenario. The analysis is done to ensure development of a strategy that will help organisations in attaining their objectives (Johnson et al., 2020). The strategic planning allows the organization to spot and seize chances to outperform competitors, reduce or mitigate risk possibilities and a better allocation of resources also (Johnson et al, 2020). The organization is ultimately able to attain a competitive advantage. 
Because of hyper-competition in the markets, organizations have dramatically grown the use of strategic management practices (Lynch, 2021). This is especially the case for firms in fast-changing industries, such as automotive and manufacturing. The economy of the UK would be impacted adversely because of the limited availability of car parts. The automotive industry in the UK is extremely strong, contributing to the overall economy and job market of the country. The sector-driven sustainability transformation changes rapidly because of stricter environmental legislation, increasing digitalisation in the sector and global supply chain disruptions (Society of Motor Manufacturers and Traders (SMMT), 2024). For this reason, producers are drawing up and implementing more flexible strategies to meet a complexifying market.
Having great expertise in engineering lightweight & high-performance sports cars, many decades ago, Lotus Cars became a British automobile manufacturer. Moreover, the company was established in the year 1948. Lotus Cars, or Lotus Engineering Limited, is the name of a British automotive engineering company that designs and builds sports cars and racing cars. After acquiring Lotus in 2017, Geely Holding Group has accelerated strategic transformation leveraging electric vehicles technologies, international expansion and enhancement of advanced manufacturing capabilities (Lotus Cars, 2024). Lotus vision is to become the world leader in luxury performance electric vehicle engineering while maintaining performance, engineering excellence, and innovative heritage. 
This report is a critical assessment of Lotus strategic position and analysis of its external environment and internal environment from strategic management.
[bookmark: _Toc233390209]Strategy Analysis
External Environment Audit
Strategic management underlines the importance for businesses to analyze their environment. The performance of business and their future visibility is impacted by external environment which consists of political, economic, social, technological, legal and environmental environment (Johnson et al., 2020). As a result, Lotus Cars must continuously socially monitor its external environment.
[bookmark: _Toc233390210]PESTLE Analysis
PESTLE analysis refers to an assessment of the external environment of an organization that is likely to affect its operations. Furthermore, the macro-environmental issues that Lotus Cars are facing offer various growth possibilities and challenges to a significant level. To stay competitive, the company's policies and strategies must be constantly improved.

According to the UK Government, sales of new petrol and diesel vehicles will remove by 2035. This has resulted in the automobile industry electrifying itself (Department for Transport 2023). This situation is providing Lotus with growth opportunities while the company is expanding its EV product range. In like manner, Brexit has caused trade barriers, customs clearance delays and raised supply chain costs. As a result, manufacturers’ operations in the UK have encountered greater inefficiency. As a result, Lotus needs to formulate professional associations and capabilities with overseas nations.
According to (McKinsey & Co, 2024), continuous inflation, changing exchange rates, and increasing prices of raw materials have raised manufacturing costs significantly across the automotive value chain. In addition, the demand for premium electric vehicles is skyrocketing, with both Asia and the Middle East witnessing a boom in premium electric vehicles. However, due to economic uncertainty, consumer spending is likely to drop which will hurt luxury vehicle sales. Lotus will be required to keep spending on the latest innovation with changing times.
(Kotler et al., 2022) state that the shift in consumer attitude towards sustainability and environmental responsibility has increased the demand for electric and tech-savvy vehicles. This helps Lotus with its strategic repositioning as a luxury EV maker, but the expectations of customers today are a lot higher than product performance, and include things like digital connectivity, sustainability and personalised experiences.  If the company does not respond to these changing preferences, then competitive position of the company may weaken.
Technological development is greatly influenced by various external factors. Quicker advancement in battery technology, artificial intelligence and connected vehicle systems helps the industry to leverage cutting-edge technology for making the vehicles. Yet, the organization should also place prominence on R and D expenditure (Lynch, 2021). The business is under pressure to energize itself as the competitors such as Tesla and Porsche are accelerating the pace of technological innovations rapidly.
Legal issues and environmental issues are interrelated Tighter laws about emissions and sustainability require the manufacturer to cut carbon emissions as well as meet higher safety and environmental standards (European Commission, 2023). Compliance does increase operating costs, but it inspires innovations that can save costs in the long run. Further, compliance improves the reputation of the company. Lotus PESTLE Analysis shows that the company functions in a very dynamic environment in which it needs to respond to political and economic and technological changes over time for long term success. Sustainability should be a part of strategic choices not a stand-alone strategy.
[bookmark: _Toc233390211]Porter's Five Forces Analysis
Ever since Michael Porter introduced his Five Forces framework in 1979, it has been widely embraced for competitive analysis. The effect of competitive forces is rather high on Lotus Cars. However, that is not the same with each force but rather with each buyer group within the industry. The car industry can be segregated into economy, mid-level, and premium cars. Lotus works with high-end premium products which mean the competitive forces at this end of the market are much stronger than at the mid-level or economy levels of the car market.
There is considerable competition in the automotive industry market, mainly due to the presence of brands such as Toyota and Ford. These brands have competitive advantages such as research capability, brand equity and financial resources (Lorenz and Voigt, 2018). Lotus could never be competitive in terms of scale of production. The firm must enable complemented by engineering competence and innovation and draw on its lightweight development heritage.
Lotus requires special suppliers do batteries, semiconductors and other advanced electronic components. As such, the bargaining power of suppliers is moderate to high. Disruptions to the global supply chain have made suppliers more powerful over prices and availability. It also demonstrates the importance of Geely’s integrated supply network. The buyer strength is neither strong nor weak as consumers can compare cars in premium segment easily on technological features, sustainability, quality and performance. Lotus consistently needs to enhance value on a regular basis in order to maintain brand loyalty. Ultimately, the likelihood of substitution is rising as consumers shift to electric SUVs, shared mobility services, and luxurious alternative transport.
[bookmark: _Toc233390212]Internal Environment Audit
Internal resources and capabilities of an organisation contribute more towards their long-run competitive advantage than the external factor such as the industry the organisation is in (Barney, 1991).  As previously discussed the Lotus Cars external environment the ability of an organisation to exploit.
Internal Environment Audit
An organization's internal environment consists of resource and competencies which enables an organisation to gain competitive advantage. Barney (1991) believes that organizations that own resources which are valuable, rare, inimitable and well-organized will own superior performance as compared to its competitors. Over the years, Lotus Cars has developed a variety of strategic capabilities by virtue of engineering excellence, technological innovation, and brand heritage.
[bookmark: _Toc233390213]Value Chain Analysis
According to Porter (1985), organisations can create competitive advantage by adding value through primary and support activities to an inventory, goods or services. When it comes to Lotus Cars, the value chain illustrates that engineering and product quality are the main sources of competitive differentiation rather than cost leadership. Lotus Cars has significantly improved its inbound logistics since Geely Holding took possession of the company. Improved procurement effectiveness and supply chain resilience will also benefit from access to a larger supplier base and advanced technology. Lotus has made a strong statement in the premium luxury car space; however, it will remain affected by the global shortage of semiconductors and battery metals that are beyond the control of the car maker. The value chain analysis, thus, shows the reliance on external suppliers and manufacturers. Lotus is the strongest in terms of Operations. This is prioritising investments in manufacturing, research and development and light-weight engineering. However, to take advantage of the first mover of technologies will require a continuous infusion in people and infrastructure. This means the operating cost will further increases in a highly competitive market (Lotus Cars, 2024). Lotus doesn’t just make niche sports cars like before and this has resulted in marketing and sales improvements in many ways. The global market for premium electric vehicles is on the rise. 
The company's presence in more countries has improved after digital marketing and expansion in international markets. However, the company continues to face stiff competition from highly.




[bookmark: _Toc233390214]Resource-Based View (RBV)
The Resource-Based View states that organizations are likely to achieve sustainable competitive advantage with the help of valuable, rare and difficult to imitate asset (Barney, 1991). Lotus Automobiles possesses certain strategic resources. For instance, the model boasts an internationally recognized brand name and engineering expertise. In addition, it is a strategic resource because of its innovative capacity. Furthermore, the firm’s know-how in lightweight engineering makes it different from rivals. Moreover, the car manufacturer has customers with strong enough loyalty base to help it out.
[bookmark: _Toc233390215]VRIO Analysis
Barney and Hesterly (2019) mention that organisational resources that passes the VRIO test is valuable, rare, hard-to-imitate and supported by organisation. VRIO (valuable, rare, imitable and organised) is an internal evaluation of the resource of an organisation. The VRIO Framework Application Shows That Lotus Company Has Resources That Provide It with Sustainable Competitive Advantage. For example, it is extremely useful when the engineering expertise of the company helps customers develop cars innovative, high-tech, high-performance and to customer requirements.
This area of expertise and capability is also rare. Therefore, due to its specialist lightweight engineering and vehicle dynamics offering, Lotus will have less competition than other automotive manufacturers. Due to years of the accumulation of engineering skills, this ability is very difficult for the competition to imitate. Lotus's research and development functions are well-organised to use this capability effectively. Likewise, the Lotus brand is valuable and rare, given the heritage, reputation and emotional attachment to car lovers.
Competitors find it tough to imitate over seventy years of brand history and its deep motorsport roots. Thanks to the effective marketing strategies and globalisation, this brand has become organised in global markets. Geely’s financial support has proven valuable as it allows the organization to invest highly in innovation and internationalization efforts.
The Lotus staff level discovered that the agency has high managerial value due to its link to Geely. The additional possibilities that come from Geely’s comprehensive automotive activities must leverage Lotus’ core competence, which has the ability to modify the product and learn.
SWOT Analysis
Through a SWOT analysis, an organization will better understand the different factors which can impact the company. Internal or external are these factors. The internal factors refer to the strengths and weaknesses of the company which define the organisation. The external factors, on the other hand, are the opportunities and threats, which are in the business surroundings of the organisation. SWOT Analysis of Lotus Cars helps the company to analyse its internal strengths and weaknesses along with the external opportunities and threats it is facing in the automobile industry , Strengths of Lotus Cars – SWOT Analysis of Lotus Cars.
Strengths are the capabilities or resources of an Organisation to achieve its objectives. Strengths refer to internal factors that the organization can control for this reason, Lotus Cars leverages its strengths for business expansion and competitive advantage. For example, the firm garners strong consumer loyalty.
The company has strong engineering skills and has great capability. The organization's premium brand image helps it to gain the trust of customers. Lotus also has a good innovative product development which helps it to develop new products.
Geely’s financial support enhances Lotus Cars’ reputation and is one of the main strengths of Lotus Cars. Lastly, the company has a large base of loyal customers who continuously buy its products.
Lotus Cars’ Weaknesses. The limitations of an organization which put it in an inferior position as compared to its competitors are called weaknesses. In other words, they are the possible drawbacks of a business entity.
[bookmark: _Toc233390216]Strategy Formulation
As can be seen from the Ansoff’s Growth Matrix, Lotus cars should undertake a product development plus market development strategy in order to improve its competitive position in the niche premium EV segment of the automobile industry (Ansoff, 1987). To maintain technological differentiation in an increasingly competitive industry, an escalation of research and development investment is required to enhance the performance of battery technology, Autonomous Driving and Connected Vehicle. In addition to this, the rise of new luxury market hotspots, especially in Asia and the Middle East, will diversify revenues and lessen dependence on traditional European markets. Partnership with Geely and technology partners should also be strengthened for speeding up of innovation process, Enhanced supply chain resilience and reduced development costs.  Lotus should strengthen the digital transformation initiative that includes online consumer engagement, and Connected Mobility Services.

[bookmark: _Toc233390217]Conclusion and Recommendations
The strategic position of Lotus Cars has been critically evaluated in this report that is through using well-known strategic management frameworks.  The report made it clear that the company functions in a highly competitive and fast-moving automobile industry. In addition, the mobility division of the automotive industry is constantly increasing the threat of new entrants due to technological disruption and increasing safety and environmental regulations. Additionally, luxury car makers are facing increasing cost pressure due to the global supply of parts being disrupted under falling demand conditions. For premium vehicle manufacturers, including Lotus Cars, enhancing operational efficiency and cost competitiveness are priorities. Yet engineering know-how, premium brand heritage and financial strength from Geely are strong sustainable sources of competitive advantage for the company. The strategy aims to achieve continuous growth in Lotus Cars and develop long-run competitiveness and profitability with implementation of resources-based strategy, innovation, operational-efficiency and customer-centric digital transformation (Johnson et al., 2020; Barney and Hesterly, 2019).
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