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Executive summary 
[bookmark: _Int_fsIh11xs][bookmark: _Int_QQBnO3yE][bookmark: _Int_SBBYbeEo]The automotive industry is everchanging and is consistently being affected by new technologies such as EV and AI. Car makers require continuous innovation in production, materials, and business models to stay in competition in the industry. Organizations in the automotive sector are localizing production, vertical integration, and stockpiling critical parts of technology. This is done to reduce the impact of disruptions. Organizations in the automotive industry often make strategic alliances. The partnerships are essential to control highs costs and complexity of the new technologies such as AI and EV technology. They do this to share development costs and knowledge. AI and data analytics are used by car makers to enhance production processes and to better in car experiences. It would also allow new business models such as insurance and car maintenance. Car makers are creating flexible vehicle platforms capable of producing cars with EV and hybrid on a single assembly line to adapt quickly to uncertainty. So, carmakers can adapt to market demands and regulations change more quickly. Organizations are shifting just selling products to continuous services. Strategies of carmakers often create brand loyalty and new services throughout the vehicle's lifecycle.            
















Introduction
[bookmark: _Int_6e0MgwV0]Strategic management is the constant process of planning, analyzing, implementing, and evaluating that helps businesses accomplish their goals. It requires the understanding of the current position of the organization and choosing where it wants to go in the future and decides the most efficient way to get there using available resources. Strategic management in businesses permits organizations to predict trends and respond quickly to competition and new opportunities.  One benefit of strategic management is increased profitability. This is because excellent strategies can enhance the revenue, market share, and financial performance of an organization. Another benefit of strategic management is improving resource allocation.  (Kenton, 2026). 
The purpose of the report is to create a strategy formulation plan. The report will be analyzing the selected organization, including the current performance and the current strategy of the company. The report will then analyze the internal and external environmental factors affecting the company. The selected company is Ferrari (Kenton, 2026).














Overview/ background of the firm 
Ferrari was founded in 1939 by Enzo Ferrari in Italy. Ferrari was originally a racing car called Scuderia Ferrari. Ferrari officially started producing sports cars in 1947. Since then, Ferrari has become one of the most famous sports car brands in the world. Ferrari is headquartered in Maranello Italy. Ferrari mainly works in the automotive sector. The organization expressly targets the premium sector in the industry with sports cars and created for wealthy buyers. Ferraris often produces high performing sports cars such as Ferrari LaFerrari and Ferrari Roma. The organization purposefully limits the production of their sports cars to create scarcity so that Ferrari can maintain high margins of profit and a sense of exclusivity. What differentiates Ferrari apart is its close connection to motorsports such as Formula one. Which plays a crucial role in molding its brand image and innovation. This is because any advancement developed on the racetrack would eventually influence the new cars of Ferrari. Beyond producing sports cars. Ferrari earns extra revenue by merchandising, licensing, and exclusive experiences (Ferrari, ND). 

Strategic intent 
The main vision of Ferrari is to be a global icon of luxury, performance, and exclusivity. Another vison of Ferrari is to perpetually push the barriers of vehicle engineering and technology. Another vision of Ferrari to mix Italian tradition with global innovation. Ferraris main mission is to combine innovation and craftsmanship. This is because Ferrari often mixes advanced technology with artisanal craftsmanship. Another mission for Ferrari is ethical and environmental. This is because Ferraris mission also contains modern corporate responsibilities such as human rights, ethical conduct and environmental sustainability. Another mission of Ferrari is to create a customer luxury experience. This is because Ferrari heavily focuses heavily on elite customer relationships. Ferrari offers car customization and special unique ownership experiences such as exclusive car events hosted by Ferrari. The main objective of Ferrari is to maintain brand exclusivity. This is because Ferrari often limits their car production in older to defend their premium pricing in their cars. Which would help them target elite and wealthy customers. Another objective for Ferrari is to increase their financial strength and profitability.  Ferrari increases their financial strength by upselling customizations and charging high prices to their customers. Another way Ferrari increases their revenue is by licensing their brand to other companies such as Lego (Ferrari, ND).      
              


Current performance
Ferrari is performing very well in the automotive industry and is financially strong. This is because Ferrari has a strong business model with multiple revenue sources and strong leadership in the management of Ferrari. Ferrari grows consistently year by year with Ferrari becoming more financially strong. Ferraris main strategy is not to create massive volumes of cars to sell to the public but to create exclusivity by limiting their car production and charging their customer's premium prices. This strategy permits Ferrari to accomplish a high profit margin whilst keeping production costs relatively low compared to other car companies. Another element that allowed Ferrari to succeed is customization. This is because wealthy customers are willing to spend massive amounts of money often in tens of thousands of US dollars or Euros. This gives Ferrari a predictable and stable income which significantly increases the profitability of Ferrari (Debord , 2019).
However, there are concerns regarding the growth of Ferrari. This is because whilst Ferrari is growing, the pace of its growth is slow compared to rival firms such as Porsche. Ferrari often has weaker sales in emerging markets like China. The investors of Ferrari find this concerning and would like them to grow more quickly and to become more sustainable. Another concern is Ferrari is adapting to EV technology cautiously. This is because whilst Ferrari is preparing to launch its first electric model. Ferrari is not moving aggressively compared to Rival firms like Porshe and Aston martin (Debord, 2015).   













Environmental analysis  
PESTLE ANALYSIS 
Political: One political factor that affects Ferrari is political stability. This is because Ferrari operates internationally. Political instability like war and conflict might disrupt global supply chains which Ferrari depends on. Another factor is Trade policies. This is because trade traffics affect pricing and profitability of Ferrari in key economic regions such as China and USA (Volani,2025).
Economic: One factor that affects Ferrari is wealth inequality. This is because Ferrari main customers are wealthy and the rising number of ultra rich individuals would boost the potential profitability of Ferrari. Another economic factor is exchange rate fluctuations. This is because they impact the global revenue of Ferrari since the it would affect the price directly (Volani, 2025).
Social: One social factor that affects Ferrari is Changing consumer preferences. This is because of the rising demand for sustainable and environmentally friendly cars. Another factor is motorsport heritage. This is because Ferrari long history with motor sports such as formula 1 greatly strengthens its brand (Volani , 2025).
Technological: One technological factor is Electrical Vehicle technology. This is because most automotive organizations are transferring from combustion engines to EV technology to be more sustainable.  Another technological factor is AI technology. This is because AI would improve car efficiency and quality (Volani , 2025).
Legal: One legal factor that affects Ferrari is intellectual property. This is because trademarks and intellectual property rights are crucial to protect Ferrari designs and technology. Another legal factor is safety regulations. This is because Ferrari needs to meet international vehicle safety standards so Ferrari can protect its consumers from fatal injuries (Volani,2025). 
Environmental: One environmental factor is carbon neutrality. This is because Ferrari have stated that the organizations endeavors to be carbon neutral by 2030.  Another environmental factor is sustainable production. This is because Ferrari needs to have more sustainable and environmental friendly manufacturing process (Volani,2025).





Porters five forces 
 Competitive rivalry – The competitive rivalry is high. This is because other rival firms such as Lamborghini and Bugatti are funding research into EV technology and AI and better designs. Another reason why competitive rivalry is high is because Ferrari operates in a niche industry with a relatively small customer base. Which means there is more competition for a small number of potential customers (Lee , 2024).
Bargaining power of suppliers- The bargaining power of suppliers is moderate. This is because Ferrari depends on high-specific and advanced car parts that would be difficult to find. There are only a few suppliers in the world that have specific competence for organizations such as Ferrari (Lee, 2024).
Threats of new entrants – The threat of new entrants is low. This is because to enter luxury automotive industry often requires massive investment in capitals often hundreds of thousands if not millions of dollars or pounds. Another reason why is the strict regulations. This is because safety laws and emissions regulations are complex and further increase the barrier to entry (Lee , 2024).
Bargaining power of buyers- The bargaining power of buyers is low. This is because Ferrari main customers are ultra wealthy individuals or families and demand surpasses supply. The price of Ferraris cannot be reduced (Lee,2024).
Threats of substitutes – The threat of substitutes is low. This is due to other possible substitutes being low in number. Substitutes are bikes, Sudan's, private jets and yachts. Whilst consumers could choose other substitutes but the threats remains low since cars are the most desired and private jets cannot be driven (Lee , 2024)







Internal analysis 
SWOT Analysis 
Strength: One strength of Ferrari is brand heritage and history.  This is because Ferrari is one of the most famous luxury brands in the world due to formula one and motorsports. Another strength is diversifying income streams. This is because ferrari earns more income but licensing their brand to organizations like Lego and doesn’t only depend on car sales (Strategy, ND).
Weakness: One weakness of Ferrari is the limited product range.  This is because Ferrari has made little effort into venturing into different products or industries such as Sudan's or EV. Other rival firms such as Porsche and Lamborghini have already made massive progress in new products such as Sudan's. Another weakness is the hesitance to adapt to EV technology. This is because Ferrari is at risk of falling behind their competitors in the luxury EV market (Strategy, ND).
Opportunities: One opportunity for Ferrari is EV technology. This is because expansion into electric and hybrid vehicles is untapped and a very lucrative market. Ferrari would have a massive advantage over its competitors due to its heritage and history. Another opportunity is brand extension into lifestyle and fashion. This is because this strategy would reach non-car customers and would strengthen the financial strength of Ferrari (Hogg, 2023). 
Threats: One threat is economic crises. This is because luxury products are vulnerable to economic conditions and recessions. The demands for luxury products and cars fall if there are massive recessions or crises. Another threat is currency fluctuations. This is because Ferrari sells to customers internationally and is exposed to the global exchange rate (Hogg, 2023).     










VRIO 
Value: One capability that ferrari has is that it is valuable is financial strength. This is because financial strength allows ferrari to exploit market gaps in the luxury automotive markets faster than most of their competitors. Financial strength would also allow ferrari to greatly improve the quality of their cars, hence strengthening their brand reputation (Touftelund , 2025).
Rare: One capability that ferrari has is brand strength. This is because only very few automotive organizations ever cultivated a very strong luxury brand image. Ferrari close and historic associations with motorsports such as formula 1. The mixture of brand history and consumers' perceptions is very rare in the automotive industry (Touftelund, 2025).
Imitability: The main capability that ferrari that is difficult to imitate is patents and technology. This is because ferrari has elite designs and decades of experience in technology and engineering. Competitors would likely need massive amounts of capital to replicate this capability. Ferrari already patented most of its designs, which would make it impossible for competitors to replicate their designs (Tofteland, 2025).
Organization: The main capability that ferrari has an organization is strong management. This is because ferrari allocates their financial resources efficiently. Ferrari has also a strong network of partners and distributors that have developed over the span of several decades. Ferrari achieved this feat because of strong upper management (Tofteland, 2025).          












Strategy formulation 
Ferrari has designed its position by refusing to operate as a standard automotive. Ferrari refuses to increase the volume of production for its cars. Since ferrari restricts their supply on purpose, keeping demand much higher than production to preserve exclusivity and a luxury feeling. Ferrari often turns customers into long term loyal partners rather than one-time buyers. Customers often describe ferrari as a luxury club rather than a standard luxury car company. Ferrari offers personalization to every customer so the customers can modify the cars within reason. This strategy vastly increases customers' attachment to their car and increases the profit margin for Ferrari (Dickman, 2025). 
The recommended strategy is for ferrari to head toward a more experienced led model. Which means instead of increasing the manufacture of cars. Ferrari could enhance their already loyal customer base by creating an eco-system-built ownership and access. Ferrari could achieve this by creating exclusive driving programs, track events and elite global membership clubs. Ferrari could also create digital systems in their cars that track their performance and use AI to personalize driving settings. Ferrari is already investing in EV technology albeit slowly compared to its competitors. Ferrari should approach EV technology in a method that keeps the emotional and luxury of appeal by using designs and unique sound designs to maintain the driving feels of ferrari (Oberoi, 2024).           

       
            
      
 








Conclusion and recommendation 
In conclusion ferrari has a very strong brand heritiage and decades of experience in the luxury automotive industry. There are plenty of external factors that affect ferrari especially in politics and economics. The biggest strengths of ferrari are its brand heritage and financial strength. The biggest weakness of ferrari is its limited product range. The recommendation for ferrari is to expand into the luxury EV automotive industry. This is because with Ferrari long brand history and decades of experience, ferrari would mostly be a strong competitor in a relatively untapped market (Dickman, 2025). 
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