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Executive summary
This report conducts a comprehensive strategic and sustainability analysis of Audi. In the process of the global automotive industry's transition from traditional internal combustion engines to electric vehicles and smart mobility, Audi is facing dual pressures from intense market competition and strict global carbon neutrality regulations. At the same time, it relies on its long-standing brand reputation and engineering technology advantages to cope with the challenges.
The external analysis conducted using the PESTEL and Porter's Five Forces models indicates that Audi is deeply influenced by global carbon reduction policies, economic inflation, changes in consumer preferences, and rapid technological progress. It also faces threats from new entrants like Tesla. Internally, Audi has a high-end brand reputation, world-class R&D capabilities, and a global production and distribution network. However, it also has some shortcomings, such as lagging software development and excessive reliance on external battery suppliers. Its current differentiated strategy targeting high-income groups is increasingly challenged by competitors who offer smarter electric vehicles.
This report assesses Audi's existing sustainability initiatives, points out its strategic deficiencies and impacts, and proposes targeted suggestions. Overall, Audi can only achieve sustainable competitive advantages by balancing short-term profits with long-term green transformation, addressing internal capability deficiencies, and aligning business strategies with global sustainability and market evolution.
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1 Introduction
Audi is a high-end car brand under the Volkswagen Group. It was founded in 1909 and its headquarters is located in Ingolstadt, Germany. The brand's business covers more than 100 countries. Its core business includes the research, production and sales of high-end passenger cars, electric vehicles and related automotive components(Company | audi.com, no date).
Audi is a typical research subject for strategic and sustainability analysis because the automotive industry is in a critical transformation period, shifting from traditional internal combustion engines to electrification and intelligent mobility. As a high-end brand with a long history, Audi also faces challenges. The first and foremost is the intensified competition in the automotive market. Competitors such as Tesla, BMW and Mercedes-Benz have accelerated their electric vehicle strategies, eroding Audi's traditional market share. Moreover, strict global carbon neutrality policies have forced Audi to accelerate its electrification transformation while balancing short-term profits and long-term sustainable investments(Zhang et al., 2025).

2 External Analysis
2.1 PESTEL Analysis
Politically, Audi is influenced by the international decarbonization agenda. For instance, China's mandatory electrification policy directly guides the product layout of this brand(China to overhaul electricity system for green growth, energy security, no date). Moreover, trade policies such as the EU's carbon border adjustment mechanism have increased the costs of cross-border operations(Erdogdu, 2025). All these have an impact on Audi's operations. In the economic aspect, due to post-pandemic inflation, consumers' demand for high-end non-essential products has decreased(Giannone and Primiceri, 2024). Meanwhile, fluctuations in the prices of raw materials like batteries have pushed up the production costs of electric vehicles and compressed the profit margins, further affecting Audi's revenue performance. At the social level, consumer preferences constantly influence the market. The younger generation values connectivity and autonomous driving functions rather than a single traditional internal combustion engine performance indicator. In terms of technology, the advancements in solid-state batteries and autonomous driving technologies require continuous research and development investment. Meanwhile, Chinese electric vehicle manufacturers have a faster technology commercialization cycle, and technology has become a core competitive factor that Audi needs to catch up with. In the environmental aspect, strict regulations such as the EU's Waste Electrical and Electronic Equipment Directive and China's Circular Economy Policy require Audi to design recyclable vehicles and reduce carbon emissions during the process(Habib et al., 2022). From a legal perspective, as an automotive company with a market presence in most countries around the world, Audi needs to strictly follow corresponding safety regulations, which further raises the requirements for business operations.

2.2 Porter’s Five Forces Analysis
In the high-end automotive market, although Audi has high barriers in terms of brand and other aspects, the threat from new entrants remains significant. Electric vehicle brands such as Tesla have bypassed the barriers of traditional internal combustion engine technology, and in addition, the policy support from some national governments for the electric vehicle industry has significantly reduced the difficulty for new players to enter the market(Li et al., 2023).
In terms of the supply chain, the core component suppliers of new energy vehicles have strong influence. Especially for key components such as batteries, due to the highly concentrated resources of leading suppliers like CATL, they hold the initiative in pricing and supply conditions. In contrast, the suppliers of traditional internal combustion engine components have relatively weaker bargaining power due to the relatively dispersed market(Khedr and S, 2024).
Buyers are also powerful. In the high-end market, whether it is fuel vehicles or electric vehicles, there are abundant substitutes, and the cost for consumers to switch brands is low. All these have weakened Audi's pricing power, and the growing second-hand high-end vehicle market also provides consumers with more affordable options(Chukreyev, 2023).
The threat from substitutes is high. In urban travel scenarios, shared mobility services and public transportation are gradually becoming alternatives to private cars, which directly affects Audi's market. However, for long-distance travel, personal vehicles remain the main choice for high-end consumers, and the threat of substitution is relatively low(Olubukola and Oladipo, 2025).
The most intense pressure comes from competition from peers. Audi not only has to face traditional rivals like BMW and Mercedes-Benz, but also has to deal with new forces like Tesla that focus on technological innovation. The competition has spread to price wars, R&D investment, and marketing resources, and the intensity is evident.

2.3 Key Economic Trends Influencing Audi’s Business Strategy
Due to trade frictions and past supply chain disruptions, Audi had to adjust its supply chain to a regional layout. This means it needs to invest in building regional-level super factories in each major market. This will temporarily increase capital expenditures, but in the long run, it can reduce supply chain risks(Yang et al., 2023). When Audi is advancing its large-scale electrification transformation, its financing costs have significantly increased. Audi needs to find a balance between long-term investment in electrification research and development and short-term profitability. At the same time, the economic development conditions in different regions around the world vary, and Audi needs to adopt differentiated regional strategies to adapt to local consumption capabilities and demands(Pelaudeix, 2023).


3 Internal Analysis
3.1 Resource-Based View
Audi has a 115-year heritage of German engineering technology, and has established a unique and difficult-to-replicate brand recognition in the global high-end market, becoming an impenetrable moat for new entrants and contributing to a sustainable competitive advantage(Renyaan and Nastiar, 2025). In terms of R&D capabilities, Audi indeed possesses world-class levels in areas such as internal combustion engine and electric vehicle power systems, design, and chassis development. This resource is valuable and has certain scarcity. In terms of global production and distribution networks, Audi has set up 14 factories and authorized dealerships in 100 countries, and this scale and geographical dispersion is truly difficult to imitate(Tray, 2025). However, it is not scarce. Both BMW and Mercedes-Benz also have similar network layouts, so it brings more competition parity rather than a unique advantage.

3.2 Value Chain Analysis
Audi benefits from the scale economy advantage of the Volkswagen Group in terms of raw material and component supply, and has cost advantages(Economies of Scale : Meaning, Working, Types, Advantages and Disadvantages, 12:12:17+00:00). The German lean manufacturing model ensures product reliability. The well-established global dealer network is a traditional advantage. However, the distribution expansion of electric vehicles in emerging markets is slower than that of emerging electric vehicle manufacturers. In terms of sales and marketing, the strong high-end brand assets support effective promotion, and the service guarantee is in place. 
From the perspective of support activities, the R&D aspect benefited from the shared facilities of Volkswagen Group, reducing the development costs. In terms of human resources, the engineering team is strong, but there is a significant gap compared to leading electric vehicle manufacturers in terms of software and artificial intelligence. The group's bulk purchasing ability has reduced the costs of traditional components, but the procurement of electric vehicle components lacks long-term fixed-price contracts, resulting in cost fluctuations(What Is Price Fluctuation Management? (+ 4 Causes), no date).

3.3 SWOT-TOWS Matrix: Linking Audi’s Internal and External Environment
The advantages of Audi include its high-end brand reputation, the synergy of the Volkswagen Group, world-class engineering and R&D capabilities, and a well-established global production and distribution network. The disadvantages mainly lie in the lagging software development capabilities and excessive reliance on external battery suppliers.
The external opportunities include electric vehicle subsidies and policy incentives, as well as the rising demand for high-end transportation in emerging markets. The main threats include strict decarbonization regulations, intense competition from traditional rivals and new entrants, and fluctuations in battery raw material prices.
Based on the TOWS matrix, Audi can leverage the synergy of the Volkswagen Group to accelerate the research and development of solid-state batteries, invest in internal battery production to reduce dependence on external sources, utilize its engineering and R&D advantages to develop cost-effective electric vehicles to counter price competition, and to counter the technological advantages of new entrants(Maity et al., 2023).

4 Strategy Formulation & Competitive Positioning
4.1 Audi’s Current Strategic Positioning
[bookmark: _Hlk225481524]Currently, Audi adopts a differentiated focus strategy, launching high-priced and technologically advanced internal combustion engine and electric vehicles for high-income consumer groups, positioning itself at a premium price level to distinguish itself from competitors(admin, 2024). However, in the current market environment, this strategic positioning is facing significant challenges. This is because competitors like Tesla offer more advanced intelligent functions at the same or lower price points, and the premium pricing strategy is increasingly being challenged by new entrants as well as lower-priced Chinese high-end electric vehicle brands.

4.2 Potential Growth Strategies for Audi
Audi needs to adapt to market changes through potential growth strategies. For market penetration, Audi should focus on mature markets and launch targeted electric vehicle promotion activities. It should convert existing high-end internal combustion engine car buyers into electric vehicle model buyers and enhance after-sales services to increase customer loyalty and repeat purchase rates. In terms of products, Audi should fully utilize the PPE high-end electric vehicle platform of the Volkswagen Group and enhance product competitiveness through technological innovation(Gupta et al., 2022).

4.3 Assessment of Audi’s Mergers & Acquisitions Strategy
Currently, Audi is mainly focusing on acquiring companies specializing in autonomous driving, aiming to fill the gap in its core capabilities in the high-tech sector at a lower acquisition cost. However, this small-scale, technology-oriented acquisition strategy has obvious limitations and deficiencies. It lacks the ability to build an autonomous integrated software ecosystem comparable to Tesla's internal development system. In the future, Audi should balance small-scale technology acquisitions with more strategic large-scale collaborations, strengthen cooperation with Europe, China and other key markets, such as in the cooperation with SAIC and FAW in the Chinese market, in order to supplement its cutting-edge innovation capabilities(Morgan, 1774346400).

5 Sustainability & Strategic Recommendations
Audi has launched sustainable development initiatives aimed at achieving carbon reduction, efficient resource utilization, and environmental protection. All of its global factories now use renewable energy and achieve carbon neutrality in production(Marshall, 2026). These measures help the brand comply with strict EU and international green regulations, avoid related trade costs and penalties, and enhance its high-end brand image among environmentally-conscious consumers. However, these initiatives also have obvious strategic limitations. The brand's sustainable transformation speed lags behind market and policy requirements. It overly relies on external battery suppliers, and its sustainable development strategy has not fully integrated with the core business positioning, which means there is still short-term profit pressure in the near future.
To improve its strategic positioning and meet the requirements of sustainable development, Audi needs to integrate sustainable development into every aspect of its global business, such as establishing green local factories in key markets like Europe, China, and North America to reduce cross-border carbon emissions and supply chain risks, and launching differentiated green electric vehicle series that meet local consumer needs and policies. Secondly, increase investment in battery research and establish internal battery production capacity to reduce reliance on external suppliers. Strategically, moderately adjust its high-end pricing strategy and launch more green electric models for the general public to expand market share, while balancing short-term profits and long-term sustainable investment.

6 Conclusion
This report comprehensively analyzes Audi's external business environment, internal resources and capabilities, current strategic positioning, and sustainable development practices, clearly identifying the opportunities and challenges faced by the brand.
Audi's existing sustainable development initiatives have laid the foundation for compliant operations and brand building, but have not yet fully integrated with its core business strategy, resulting in a disconnect between green investment and the enhancement of market competitiveness. To achieve sustainable development, Audi must abandon the single focus on high-end differentiation positioning and short-term profit targets, instead integrating environmental, social, and ethical sustainability into its global strategy, optimizing regional internationalization layout, addressing weak points in internal technology and supply chain, and balancing transformation investment and profitability. Only in this way can it achieve stable and sustainable development in the increasingly fierce global competition.
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