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EXECUTIVE SUMMARY

This report evaluates the complexity of the luxury cars business environment faced by Rolls-Royce Motor cars, a leading manufacturer in the global ultra-luxury automotive sector.
Through PESTLE and Porter’s Five Forces analysis, the report highlights key external pressures including tightening environmental and emissions regulations, rapid technological advancements linked to electric vehicles, shifting social attitudes toward sustainable luxury, and the intense competition among established and emerging luxury car makers. Despite these challenges, opportunities arise from the growing number of ultra-high-net-worth individuals and the rising demand for bespoke, technologically advanced electric luxury vehicles.
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INTRODUCTION 

[bookmark: OLE_LINK1][bookmark: OLE_LINK6]This report explores the dynamic and increasingly complex environment in which Rolls-Royce Motor Cars operates. As a heritage-rich ultra-luxury automotive manufacturer, the company faces significant technological, regulatory and social shifts that are reshaping the global automotive landscape. Founded in 1904 by Charles Rolls and Henry Royce and now serving customers in more than 150 countries, the organisation is driven by a vision to “inspire greatness” and a mission centred on designing, engineering and handcrafting highly bespoke and desirable vehicles (Stanley et al., 2025; Beverland, 2004).
Rolls-Royce’s strategies emphasise strict exclusivity—limiting production to around 10,000 cars per year—alongside a strong commitment to full electrification by 2030, sustainability, ethically sourced materials and exceptional customer experience (Reuters, 2025). To assess how external pressures and internal capabilities shape the firm’s long-term competitiveness, this report applies key strategic tools such as PESTLE, Porter’s Five Forces, Value Chain Analysis, VRIO and SWOT. Guided by strategic management principles, the analysis highlights how Rolls-Royce must integrate innovation, operational excellence and brand heritage to remain relevant in a rapidly evolving industry (Hitt, 2017; David et al., 2017).





[bookmark: _Toc215087279]A. EXTERNAL ENVIRONMENT AUDIT

1. [bookmark: _Toc215087280]ROLLS-ROYCE MOTOR CARS LIMITED PESTLE ANALYSIS 

Pestle analysis is a strategic-management tool used by businesses to examine the macro-environmental factors (political economic, technological, legal and environmental) can affect an organisation. (Andersen, 2025).

1.1 POLITICAL 
In 2023, the European Union has introduced a new law which requires all car manufacturers to transition to fully electric cars by 2035 or latest 2040. It is part of the European Union’s commitment to become 100% CO2 (carbon dioxide) free and giving up completely on the use of internal combustion engines. (Schrieber et. al, 2021). Back in 2024, the prime minister of the Conservative Party, Rishi Sunak has published on United Kingdom website a paper stating that the aim is that 80% of the new cars and 70% of the new vans sold in the country, should be zero emission by the year of 2030 and 100% by 2035. (Browne, 2024). Quietly, Rolls-Royce Motor Cars has taken into consideration the new law and in 2024 they have announced the arrival of the Spectre which is the company’s first battery-powered ultra luxurious car. (Karkaria, 2023).

1.2 ECONOMIC
According to Douglas Elliman and Knight Frank, the Wealth Report of 2023, has shown an increase of 4.2% of the ultra-high-net-worth individuals (UHNWIs) in comparison with the decline witnessed in 2022 around the world. This further translates into a need of developing or increasing the production of luxury good. For Rolls-Royce Motor Cars, it means that there must be a sustained production of luxury cars to keep up with the growing demand. 
Despite that, the company experiences impacts related to the currency exchange volatility due to having customers in different markets around the world, which affects pricing and further export competitiveness. (Elliman, 2024).

1.3 SOCIAL
Rolls Royce Motor Cars benefits from the developing population of the ultra-high-net-worth individuals however, younger consumers are more focused on sustainability, ethical luxury, environmentally driven cars which adds more pressure for the company to deliver as expected. (Carey, 2025).

1.4 TECHNOLOGICAL
Electrification can be challenging for the manufacturer due to high expectations from its customers. (Wells et. al, 2012). The central part of product planning lays with the quality of the car battery and the electric vehicle’s powertrain. Moreover, some of the Rolls-Royce car characteristics are integration of quiet and refined noise, vibration and harshness (NVH) which are part of the manufacturer’s focus together with luxurious, sustainable and new interior car materials used. (Porter, 2014).


1.5 LEGAL

European Union new rules regarding polluting cars, puts Rolls-Royce Motor Cars under pressure and the tightening emission rules are pursuing the manufacturer to find ways to develop car models in line with the law whilst keeping up with the customer satisfaction and the increased production costs. Currently cars emission levels are of 95 g CO2/km and up until 2034, this is expected to lower by almost half, to 49,5 CO2/km. (EUROPA.EU, 2023).

1.6 ENVIRONMENTAL

An initiative developed by the European Union is asking all European countries weather or not part of the group, to adhere to FAME (Faster Adoption and Manufacturing of Hybrid and Electrical Vehicles) to further avoid the rapid deterioration of the state of the planet, limit and control the level of pollution the use of sustainable car manufacturing materials. (Most et. al, 2021).


[bookmark: _Toc215087281]2. PORTER’S FIVE FORCES ANALYSIS 

Developed by Michael E. Porter back in 1979, this analysis is a key strategic framework used to assess the structure of an industry or a business. It assesses five most important forces such as competitive rivalry, the threat of the new entrants, the threat of substitutes, bargaining power of buyers and bargaining power of suppliers. This model aids organisations to understand how external influences operate, the level of profitability and the importance of developing effective competitive strategies. (Porter, 1979)

2.1 THREAT OF NEW ENTRANTS

Rolls-Royce operates for over 100 years and ever since the beginning the focus was on manufacturing bespoke cars to its exclusive customer base, craftmanship of car interiors and customer relationship. Possible competition can be posed by other manufactures such as Lucid Motors or Rimac Cars; however, the difference sits with Rolls-Royce heritage which gives the brand reputation more weight. Therefore, due to this limited industry of luxury cars, the threat of new entrants that could place Rolls-Royce in the competitive mode is rather low. (Business Research Company, 2025)

2.2 BARGAINING POWER OF SUPPLIERS  

Rolls-Royce prides itself for sourcing and using specialised materials for unique luxury car features such as wood veneers, luxury leather, electronic components. During the first 2 years of the COVID-19 pandemic, the world experienced a sharp shortage of car chips which are vital components for car manufacturers. However, in an interview to Sky News in 2022, Rolls-Royce declared that they have prioritise their long-term relationship with their chip suppliers which helped them navigate the uncertainties thrown at them during the pandemic and continue with the car manufacturing with limited disruption. (Sillars, 2022). This means that the impact is moderate mainly due to the supplier power being contained however, this could change due to constraints related to electric vehicles.

2.3 BARGAINING POWER OF BUYERS

Rolls-Royce customers are entirely ultra rich individuals who have incredibly wealthy, and they are ready to pay large quantities of money to buy unique cars such as the ones built by Rolls-Royce. This demands a need for bespoke services, high quality cars, personalisation and expectations of exclusivity with very limited price sensitivity. The impact is low to moderate as the buyers are the ones who influence and inspire the design and customisation of the cars. (Valdes-Dapena, 2024). 

2.4 THREAT OF SUBSTITUES 

The market of the ultra-rich is rather limited, globally speaking around 400,000 people are worth $30+ million dollars, making this one of the most appealing and pretentious market. Car makers must be up to standards and improve on their brand to ensure that their business will see ongoing growth. The main competitors they have are Bentley, Bugatti, Ashton Martin, Lamborghini, etc. However, if the transition to fully electrical vehicle is not embraced the threat of substitutes will most likely increase and potentially foreshadow the growth of the company. (Valdes-Dapena, 2024). The threat of substitutes for Rolls-Royce cars is moderate but not low.


2.5 COMPETITIVE RIVALARY 

[bookmark: _Toc215087282]Global changes, rise in wealth and ultra-wealth is producing a shift in the meaning of traditional luxury; New entrants are motivated by innovation, advanced technology, intense social media marketing and ongoing changes of customer taste. Other luxury car makers such as Bentley, Lamborghini and Aston Martin are competing for a similar clientele, and they too are expected to transition to fully electrical cars. However, despite these competitors, Rolls-Royce still highly differentiates through its unique style of car personalisation, limited number of cars produced and high brand standards making the overall impact moderate to high. (Valdes-Dapena, 2024).

B. INTERNAL ENVIRONMENT AUDIT


3. [bookmark: _Toc215087283]RESOURCE-BASED VIEW ANALYSIS

3.1 TANGIBLE RESOURCES

Rolls-Royce Motor Cars are being produced only in the United Kingdom, in Goodwood, West Sussex. The company hires around 2,500 people who are there to help producing and designing cars and hand-built car engines. The resources used by Rolls-Royce are difficult to imitate, some of their car interior resources are rather rare, have high value, made using bespoke workshops, leather shops, fine materials and fabrics, artisan wood, etc. (Rolls-Royce Motorcars, 2022). 

3.2 INTANGIBLE RESOURCES

Intangible resources are the brand’s heritage and history, their inclination for ultra luxury, high customisation, modern design and customer bespoke shopping experience. (Rolls-Royce Motorcars, 2022). 


4. [bookmark: _Toc215087284]VALUE CHAIN ANALYSIS for Rolls-Royce Motor Cars (VCA)
Value chain analysis is a strategy tool used to examine the internal activities of an organisation to understand how value is created and where competitive advantage can be obtained. It separates a firm’s operations into primary and support activities, allowing managers to identify cost drivers, sources of differentiation and opportunities to enhance efficiency or value. (Govindarajan, 1992).

	SUPPORT ACTIVITIES



	FIRM INFRASTRUCTURE
· Strategic partnership with BMW 
· Investment in their Goodwood, West Sussex production plant

	HUMAN RESOURCES MANAGEMENT
· Training and recruitment of skilled workers
· Artisan culture


	TECHNOLOGY DEVELOPMENT
· ‘Architecture of Luxury’ – Rolls-Royce cars spaceframe chassis are made entirely from aluminium which underpins all future car models and their uniqueness. 

	PROCUREMENT
· Using ethical means, the company sources premium materials such fine leathers and fabrics, artisan wood, etc.

	PRIMARY ACTIVITIES

	INBOUND LOGISTICS

- Premium raw materials sourcing.

- Single car plant development in Goodwood, West Sussex.
	OPERATIONS

- The vehicles are assembled using machinery and handcrafting procedures. 

- Emphasis on bespoke finishing and rigorous quality control. 
	OUTBOUND LOGISTICS
 
- Global distribution is rather limited. 

- Customers can only enjoy exclusive leaderships.
	MARKETING SALES

- Limited advertising to the company’s customer base.

- Emphasis on brand standards and beliefs such as heritage, luxury and uniqueness.  
	SERVICE


- After-sale service, maintenance services and ongoing engagement with customers.



	MARGIN

	- Rolls-Royce Motor Cars builds value through exclusivity, craftmanship, ultra luxury using differentiation strategy rather than cost strategy and efficiency.




5. [bookmark: _Toc215087285]VRIO ANALISYS for ROLL-ROYCE MOTOR CARS

Formulated by Jay Barney in 1991, VRIO stands for Value, Rarity, Imitability and Organization which represent the four questions used to assess a company’s internal resources and determine if they have the capabilities required to provide long-lasting competitive advantage in the market it operates in. (Shank et. al, 1992).

	V
Valuable
	R
Rare
	I
Inimitable
	O
Organized



	YES
	NO

	
	
	Competitive Disadvantage

	YES
	YES
	NO
	
	Competitive Parity

	YES
	YES
	YES
	NO
	Temporary Competitive Advantage

	YES
	YES
	NO
	YES
	Sustained Competitive Advantage




6. [bookmark: _Toc215087286]SWOT ANALISYS for ROLLS-ROYCE MOTOR CARS


6.1 STRENGHT
Rolls-Royce Motor Cars Limited is a lead luxury car manufacturer, well-established, which uses cutting edge technologies and integrated systems to build cars set to satisfy the market of ultra-rich people. The company prides itself on its heritage, rich history, bespoke services and products. (Kapferer, 2012).
Its customer base is not limited to the United Kingdom and is rather global and very known amongst wealthy individuals. Moreover, Rolls-Royce does not cater to everyone, and it is loyal to a limited market through its decision of producing a limited number of luxury cars. (MarketLine, 2025).

6.2 WEAKNESS
Numerous reasons can be considered as a weakness for Rolls-Royce Motors Cars Limited such as high production costs, dependence on Ultra-High-Net-Worth customers, limited market diversification, supply chain sensitivity due to particularities related to the resources used and pressure related to requirements and transition expectations to electric vehicles (EV). (MarketLine, 2025).

6.3 OPPORTUNITIES
The company has moved quickly in developing their newest electrical vehicle called Spectre through their partnership with BMW Cars. This new car model has a 0g/km of CO2 emissions making it one of the most luxurious electrical vehicles on the market. Through this new environmentally friendly product, the company strengthens their position in the existing luxury car market driving growth, meeting demand and staying true to its values and heritage. (MarketLine, 2025).

6.4 THREATS
Rolls-Royce has a global customer base subjecting the company to currency exchange rate fluctuations against its reporting currency. For accounting purposes, the financial reports are using the British pound making the revenue exposed to volatility of the reporting currency against other currencies such as the US dollar, Euro, Chinese Yuan, Algerian dinar, Indian rupee, etc.
Another threat for the company is the intense competition and new competitors such as Lucid Motors and Rimac Cars which too are driven by innovation, technology and a better understanding of the new market requirements and expectations. (MarketLine, 2025).

7. [bookmark: _Toc215087287]STRATEGY FORMULATION FOR ROLLS-ROYCE MOTOR CARS

7.1 KEY STRATEGIC MOVES
Based on this report, it would be ‘healthy’ for Rolls-Royce Motor Cars to focus on growth one step at a time and start with developing an attractive portfolio containing the most sought-after electric vehicles. Moreover, investment in developing electrical sport utility vehicles (SUVs) and electric limousines can make the company even more appealing to the customers, especially those who are willing to spend money easily. Currently, the company is profiting off its newest models such as Spectre and Phantom Coupe which are both electric vehicles. 

7.2 ROLLS-ROYCE MOTOR CARS ELECTRIC EXPERIENCE 
- Develop premium fast-charging points in parts of key cities around the globe.  
- Commitment to enhance and adhere to maintaining the instant torque, silent running and the gear imperceptibleness which are staple characteristics since the first Rolls-Royce car was rolled out back in 1904. 
- Improvement on the already revolutionary ‘Decentralised Intelligence’ which is a system created to allow information exchange between over 1,000 vehicle functions. (Rolls-Royce Motor Cars, 2022).

 7.3 EXTREME DIFFERENTIATION 
- Rolls-Royce Motor Cars places high emphasis on personalised cars which could be much more costly than their usual models and can be sold to a very limited number of clients. Best example sits with Rolls-Royce Boat Tail and Rolls-Royce Sweptail which have been produced in a very limited quantity, 3 and respectively 1. 

With these three strategies, Rolls-Royce Motor Cars can improve on their commitment to being all-electric by 2030 and their Electric Vehicle experience would guarantee them being still unique within the luxury cars market against their main competitors. 
Despite this, the risks are higher with an electrical vehicle than with a combustion engine vehicle especially due to technology risks posed by battery limitations, software challenges and limitations arising from limited number of power charging points. Furthermore, the car manufacturing plant requires expensive improvements to be able to produce electrical vehicles. 

[bookmark: _Toc215087288]RECOMMENDATIONS 

For Rolls-Royce Motor Cars Limited it is recommended to strengthen supply chain resilience especially for important electric vehicle components, rare items, limited resources, etc. Moreover, it is necessary to place emphasis on ethically sourced materials, strengthen customer engagement and even diversification, and ensure there is enough investment made in qualified workforce that could enhance the manufacturing capabilities of the company. 
[bookmark: _Toc215087289]
CONCLUSION

Based on the above report I can conclude that Rolls-Royce Motor Cars Limited is a well-established car manufacturer with emphasis on uniqueness, ultra-luxurious cars with a deep history and rich heritage, indistinguishable craftmanship and tightly controlled by limited production volumes. The external environment audit preformed using PESTLE and Porter’s Five Forces in this report, highlight the pressure and opportunities experienced by Rolls-Royce Motor Cars born out of strict technological changes, tight environmental regulations, and pressure arising from increased expectations related to sustainability. Despite all of this, the car manufacturer is met with opportunities that led to developing the ultra-luxurious electrical car ranges such as Spectre and Electric Super Coupe which have been met with outmost curiosity by the current car market and its ultra-rich customers. 

Using the internal analysis such as RBV, Value Chain and SWOT I was able to highlight how Rolls-Royce’s tangible and intangible resources together with their bespoke manufacturing capabilities, strong brand equity and Architecture of Luxury represent a rather rare, highly valuable and not so easy to imitate foundation for sustained competitive advantage. 
In spite of all regulatory challenges Rolls Royce is encountering, its position within the car luxury market is rather an opportunity for a swift transition to an all-electric vehicle while keeping their core brand values, craftmanship and heritage intact. However, the company’s success is tightly dependent on their discipline implementation, continuous investment in technology, systems and people whilst committing to their ultra-wealthy clientele and meting their expectations.  
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