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[bookmark: _Toc223767463]Executive Summary
The Automotive industry in markets such as those in the United Kingdom, remain dynamic and competitive. Numerous drivers  that continue to shape the market include among few, digital convergence, increasing electrification, decarbonization policy, and realignment to trade policies. The turbulent market forces premium car makers such as Audi to try as much as possible to balance its heritage while also ensuring that it upholds future sustainability.  It is now the right time to use this report to research and determine the current the strategic position of Audi automaker in the market. The paper uses different well-known frameworks to conduct its analysis. The findings from the analysis helps recommend the next move for the UK market. 
[bookmark: _Toc223767464]The findings from the analysis have shown that Audi’s strategic competitive advantage lies in technological depth, structural advantage, and powerful brand equity. However, exposure of the fragile supply chain, dynamics in consumer preferences, and the demand on all manufacturing companies to achieve the ZEV mandate. Strategic managers should consider transitioning from the current direct customer model to subscription model. The company would maintain the premium status but attract more customers that prefer subscription options. 2. Introduction 
	Strategic management is not a new concept but has been studies in academic for several years now. Rothaermel (2024) reiterates that strategic management brings together analysis, formulation, and execution in demand for a competitive advantage. Gaining strong mastery of strategic management allows one to gain greater perspective of an organization system in its entirety (Amason and Ward, 2020). It helps one begin to think like general managers to assist organizations achieve superior competitive advantage (SMMT, 2024). Strategic management embodies the concept of strategy analysis, formulation, and implementation. Johnson et al (2017) the benefits of strategic management are found in the role of managers in strategy formulation and implementation. Managers must think about the people involved direct or indirect with the brand. Therefore, strategic management allows managers the  change to align internal capabilities and external capabilities. This move helps them formulate strategies to overcome competition. 
Industries characterized by high capital, technological discontinuity, and policy interventions, any cases of misalignment cause misalignment. The current UK automotive sector covers a complex and highly competitive environment (Department for Business & Trade, 2018). The complexity of a market comes from the need for every manufacturer to become a manufacturer, and awareness about consumer sustainability. 
The company has its headquarters at Ingolstadt in the UK market and has operated for the last 117 years. It manufactures premium automobiles. The company currently focuses on plug-in hybrid models, full electric models, and used cars (SMMT, 2025). Audi operates in a premium market where direct competitors such as BMW have higher market share while targeting the same customer segments. The current strategic move involves increasing investment in premium brand production, becoming a leader in transitioning from diesel and hybrid to full-electric vehicles, and producing carbon-neutral vehicles. 
The company now needs a bold move to transition away from the current legacy model of manufacturing traditional cars. The transition will ensure it adopts full-scale software-defined cars. Besides, the company must invest heavily in some of its internal capabilities. Assessing the current market position allows it to understand how it ranks against other competitors. 
[bookmark: _Toc223767465]External Market Analysis
[bookmark: _Toc223767466]Competitive rivalry
The UK automotive industry remains competitive from manufacturers of premium products (See figure 1 below). Two large competitors in the premium brands include Mercedes-Benz and BMW (Reuters. 2025). The rivalry is based on product categories and pricing. While companies competed previously because of brand perception and improvement in technology, the move towards electrification and production of software has led companies to eliminate the boundary. The convergence of EV now makes battery efficiency, charging ecosystem, and software will determine competition.  Tesla's entry, which seeks to produce similar products, increases innovation pressure. For example, the entry now shows that companies need to redefine performance benchmarking and incorporate it into their strategy. hence, high bargaining power (Hitt, 2017). 
Figure 1: Commercial vehicle and battery demand
[image: ]
Source: Advanced Propulsion Centre UK. 2025
[bookmark: _Toc223767467]Threat of new entrants
While companies need substantial capital to enter the market, studies now show that electrification reduces the need to buy multiple machines. Those seeking to transition to EV benefit from lower capital requirements and lower investment in products. For example, the manufacturing of EV requires that a company eliminate a complex system. New players have now entered the industry, particularly from China. However, loyalty to premium brands and infrastructure among dealers helps protect the market against entrants. Therefore, the threat of new entrants remains moderate.  
[bookmark: _Toc223767468]Bargaining Power of Supplies
Major threats come from manufacturers of semiconductors and battery cells. They have a global presence and are a manufacturer in large volumes. Most companies rely on materials such as lithium, cobalt, and nickel. Even though Audi relies on Volkswagen procurement, structural supplier power remains high because of scarcity in components. The move for manufacturing to achieve vertical integration or partnership with manufacturers of batteries helps cut down on vulnerability.  
[bookmark: _Toc223767469]Bargaining power of buyers
The bargaining power of premium manufacturers of cars in the UK remains moderate. Customers who buy premium cars  already have access to information and are willing to also buy other brand alternatives. However, other factors such as price sensitivity are determined by emotions. They have high levels of loyalty to their brands that sell premium cars. while on the other hand, business buyers who buy fleets in large numbers try to bargain the cost of obtaining quantities of cars at the same time. They bargain for the total cost of owning more cars. According to SMMT (2025), a majority of car owners who want to purchase EV vehicles use different factors to make decisions. They focus on features of software, compatibility with the available charging stations, and the types of brands they can buy. All these features increase their bargaining power. Audi management must make strategic decisions on how to justify selling at premium price through factors other brands cannot provide such as innovation and superior customer experience. 
[bookmark: _Toc223767470]Threats of substitutes
The UK market has several alternatives for customers who want to own cars must consider. This is especially important for most of younger customers who have disposal of enhanced public transport system, monthly or annul model, as well as daily models they can subscribe to, or car sharing alternatives (Department for Transport, 2024). Even though customers living in rural areas and those in affluent geographical locations have limited access to substitution, the need for long term mobility has a potential to significantly lower demand. This implies competitors in such a market and especially Audi premium car makers, must develop strategic response by integrating mobility as part of its long-term vision. 
[bookmark: _Toc223767471]Internal Market Analysis – VRIO
Table 1 below describes six components to evaluate whether they create sustained, temporary, or disadvantage for Audi. Audi creates sustained competitive advantage from three core capabilities – brand equity, integration, and human capital (Mocker and Fonstad, 2017). The brand equity cannot be imitated by other competing firms and remain a solid intangible asset found within Audi’s culture. It helps the company to deliver sustained competitive advantage. Audi has integrated its operation within the large Volkswagen Group. It leverages on a strong R&D, financial resilience, and sharing of most costs (Yin, 2023). Competitors find it hard to copy in their firms. It is because of this structural integration that helps Audi to remain one of the strategic flexible automotives. Audi depends on human fit skills than general skills to remain innovative in most of the spheres than competitors.
However, the analysis reveals Audi generates temporary competitive advantage from technological competency, software and dealership network. While Audi enjoys technological competencies in both design and engineering, the move to transition to EV vehicles lowers its capability to differentiate most of its products (Benson et al., 2025). Secondly, the current software development capabilities are not rare and fall below well-established frameworks from competitors. Additionally, Audi leverages on dealership network infrastructure to achieve national coverage. However, it fails to remain rare making it possible to be overtaken by competitors such as BMW which has strong dealership arrangements (Yin, 2023). 
Table 1: AUDI VRIO analysis
	Resources/Capability
	Valuable
	Rare
	Imitable
	Organised
	Competitive Advantage

	Brand Equity
	Yes
	Yes
	No
	Yes
	Sustained

	Integration with Volkswagen
	Yes
	Yes
	No
	Yes
	Sustained

	Human
	Yes
	Yes
	No
	Yes
	Sustained

	Technological competency 
	Yes
	No
	Yes
	Yes
	Temporary 

	Software
	Yes
	No
	No
	Yes
	Temporary

	Dealership Network
	Yes
	No 
	Yes
	Yes
	Temporary 



[bookmark: _Toc223767472]Internal Analysis - SWOT 
[bookmark: _Toc223767473]Strengths
Audi’s core strengths come from its resources, capabilities, as well competencies. According to Table 1 above, Audi draws most of its strengths from strong brand equity and long-term, legacy engineering that has been sustained since its formation (Mocker and Fonstad, 2017). Additionally, management leverages strong integration with Volkswagen to benefit from financial leverage and R&D (Imre and Remsei, 2023). All of this helps Audi reduce most operational costs, enabling it to record higher returns on invested capital and growth in the UK market than its competitors. 
[bookmark: _Toc223767474]Weaknesses
Audi also experiences weaknesses in some areas within its assets and capabilities. For example, the current integrated software does not manage a full transition to the EV model. Higher costs of developing electric batteries could slow down the transition momentum towards meeting the 2035 government deadline for all automakers to transition (Imre and Remsei, 2023). 
[bookmark: _Toc223767475]Opportunities
The transition to EV by 2035 now creates high market demand for automakers to transition to the production of hybrid and full EV models (Benson et al., 2025). A majority of customers would now begin to demand more of EV and used cars (SMMT, 2025). Besides, the company should invest in market research to identify the regions likely to record higher demand for new EVA cars and used premium cars across the UK. The UK government, through the Roads Authority, seeks to launch more charging stations in the country, opening up the capability for companies’ new EV models (Department for Business & Trade, 2018). Both hybrid and plug-in hybrid models are likely to attract more funding as the government advocates for faster transitioning. Therefore, Audi's strategic management should leverage scaling the future models. 
Figure 2: Annual demand projections
[image: ]
Source: Ofgem, 2023
[bookmark: _Toc223767476]Threats
The move to electric vehicles might eliminate the point of differentiation for many automaker incumbents and new entrants. Customers are likely to perceive such brands. Second, the high cost of production, despite integration with the Volkswagen Group, might delay Audi’s transition, as demanded by government policy, to complete it by 2035 (See figure below). Third, premium products might add more costs for customers, slowing uptake. 

Figure 3: Government policy to have all manufacturers’ transition by 2035
[image: ]
Source: Benson et al. 2025
[bookmark: _Toc223767477]Strategy Formulation 
For the next one year between 2026 and 2027, Audit should invest heavily electrification strategy to transition swiftly to fully electric vehicles. This move would help Audi to create sustainable competitive advantage within premium segmented dominated by BMW and Mercedes-Benz. Such a bold strategic move would make the company rank high as innovator and not simply a follower (Acar, 2024). While Audi’s core focus involves plug-in hybrid models, petrol/diesel, and fully electric models, it has not achieved full transition to EV models. Management can accelerate the transition to fully electric and hybrid vehicles by adopting software-centric differentiation. Companies that have succeeded in doing this used software-centric differentiation through digital architecture (SMMT, 2025). Third, management should adopt voice-based artificial intelligence systems to offer personalized services to customers. Such a system can diagnose the system, analyse, and offer personalized recommendations to customers on the number of miles used, servicing trends, charging consumption, and weather patterns. 
In four years between 2027 and 2030, management should create a strategic alliance with best manufacturers of electric batteries in the UK. The move should help secure important capabilities at the lowest cost. The alternative strategy would ensure Audi focuses only on what is important while delegating other capabilities to other companies.  
[bookmark: _Toc223767478]Conclusion and Recommendations 
The automotive market in the United Kingdom forms one of the governments highly regulate market. Companies that achieve full electrification and digitization competes favorably than the competitors. The findings presented here show that Audit possess significant strengths found in brand equity and integration with Volkswagen Group. Nonetheless, achieving the future full electrification would depend on software revolution and transitioning into full sustainable business.  
The findings together with the proposed alternative strategic would help Audi create sustainable advantage and become competitive the UK’s dynamic market. The findings now show that  Audi can achieve long term strategic success through heavy investment in proprietary software capabilities, strategic partnership with battery manufacturers, and subscription model. More importantly, it is recommended that Audit considers investing more in its current capabilities to ramp up its capabilities to enhance future manufacturing of EV cars. Besides this, adopting a strategic alliance framework would help achieve the capabilities that it lacks.
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