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[bookmark: _Toc227340534]Executive Summary
The worldwide automotive market is in the process of a dramatic change that is propelled by the electrification, digitalization, sustainability demands, and the changing consumer experience. Lotus Cars UK, which has traditionally been a niche manufacturer of British sports cars, is now re-branding to become a luxury brand of electric vehicles (EV) on a global scale. It is a report where the strategic analysis of Lotus is taken into consideration in terms of both its external environment and internal environment, its current performance, as well as its strategic direction in the long run.
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The discussion shows that Lotus enjoys good brand equity, engineering prowess and financial support by Geely that helps it to expand internationally. Nevertheless, the company is not deprived of such problems as the shrinking of revenues, decreased vehicle sales, and the growing competition with the well-established EV manufacturers. The need to adapt strategically is further enhanced by external forces such as regulatory pressures and technological innovations.
The report elaborates and analyses three strategic alternatives: full expansion of electrification, diversification into hybrids and globalisation of manufacturing. Upon critical analysis, the hybrid diversification strategy and the selective localisation are suggested to be the most appropriate option. The approach will allow Lotus to navigate between innovative initiatives and risk mitigation, meet the needs of a wide range of consumers, and improve its efficiency.
The report finds that with such a strategy and investing in research and development, strategic alliances, and repositioning, the Lotus can be able to consolidate its competitive stance and realize sustainable growth in a fast changing automotive market.
[bookmark: _Toc227340535]1. Introduction
Strategic management is a process that entails the systematic analysis of both the internal and external environment of an organisation, the development of strategies, as well as implementation of decisions that help organisations to realise long-term goals. Strategic management is critical in dynamic industries like the automotive manufacturing industry in adjusting to the technology discontinuity, regulatory forces and fluctuating consumer behaviour. It helps companies discover opportunities, address risks, and sustain a competitive edge in more intricate markets (Johnson et al., 2023).
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The significance of strategic management is especially pronounced in the auto industry, where the issues of electrification, digital transformation, and sustainability are redefining conventional business models. Innovations, operational effectiveness, and customer-centric strategies have become a must to organisations in order to stay competitive. Resource allocation, organisational alignment and performance improvement are also supported by strategic planning.
This report is based on the need to come up with a strategy formulation plan of Lotus Cars UK. The report analyses the strategic position of the company by examining its external and internal environment, its current performance, and provides strategic options. The report is divided into a number of sections, the company overview, the strategic intent, the performance evaluation, the environmental analysis, the strategy formulation, and the conclusion with recommendations.
[bookmark: _Toc227340536]2. Overview / Background of Lotus Cars UK.
Lotus cars is a British automaker company that was established in 1952 and its headquarters are in Hethel, Norfolk. Historically, the company has been specialising in lightweight, high-performance sports cars, with the company worldwide known on its engineering excellence and motorsport heritage. Over the past few years, Lotus has experienced a strategic shift towards repositioning as a luxury car brand with an electric global brand (Lotus Cars, 2025).
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The company is owned by Geely Holding Group which is a Chinese multinational automotive conglomerate. This form of ownership has helped Lotus to tap into huge financial resources, superior technologies, and the international market opportunities. Consequently, the firm has diversified its products by launching electric SUVs and luxury EVs like the Eletre and Emeya (Reuters, 2025).
Lotus has a presence in various foreign markets such as Europe, China and North America. It has changed its target market to a wider luxury clientele with a high-performance electric car demand instead of niche sports car enthusiasts. This change is in line with the global trends in terms of electrification and sustainability and the growing demand of high-end EVs.
Although it is strategically developing, Lotus is faced with the challenges of scaling production, brand identity, and competition with the established automotive manufacturers. All these necessitate the existence of a strong strategic framework to inform its future growth.
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[bookmark: _Toc227340537]3. Strategic Intent
The strategic intent of Lotus is an expression of its aspiration to become an electric mobility global leader in luxury. The vision of the company is to develop high performance and innovative vehicles that are sustainable and highly technological. Its mission is to provide the best customer experience by using engineering excellence, digital innovation, and environmental responsibility.
The strategic goals of the company involve its expansion in electric vehicles, growth in global market share, enhancement of its financial performance, and brand positioning within the luxury segment. Lotus is also striving to incorporate the latest technologies like artificial intelligence, connectivity, and automated driving features into its cars (McKinsey, 2023).
The other important goal is to have operational efficiency and cost optimisation by improving the supply chain and enabling production scalability. Sustainability is the other area that Lotus is targeting, such as cutting carbon emissions and engaging in manufacturing processes that are friendly to the environment.
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These strategic objectives are in line with the industry trends and regulatory demands. But to attain them, proper strategy execution, resource utilization and constant innovation are needed.
[bookmark: _Toc227340538]4. Current Performance
The performance of Lotus at present reflects the transformation that it is undergoing and the difficulties that are involved. On a financial front, the company has been facing a drop in revenues, with the total revenues of the company being estimated at about 519 million in 2025. This downturn signifies the challenges in ensuring the steady sales when switching to electric cars (GlobeNewswire, 2026).
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The vehicle deliveries have also been reduced considerably, as they were about 11,984 units in 2024, and 6,520 units in 2025. This decrease points out to market demand challenges, supply chain issues, and production capacity (Reuters, 2025). Nonetheless, the firm has been doing well in its gross margin, which rose to approximately 9, signaling improved pricing policies and efficiency.
Lotus has also engaged in restructuring efforts such as downsizing, and cost reduction efforts to enhance the financial performance. Although these measures have minimised operating losses, it is also a sign of instability in the organisation and more refinement of strategies is to be done.
On the bright side, the company has managed to introduce new electric models and increase its international presence. These innovations reveal its dedication to innovation and market growth. Nevertheless, the general performance indicates that Lotus continues to be in its transitional stage and it needs to have a more strategic approach to attain long-term sustainability.
[bookmark: _Toc227340539]5. Strategy Analysis 
5.1 External Environmental Analysis (PESTEL)
Strategic decisions of Lotus are greatly affected by the external environment. Politically, the policies of government in support of electric vehicles and carbon neutrality open growth opportunities. Nevertheless, international trade and tariffs, especially between key markets, are a problem to international operations (The Guardian, 2025).
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In the economic front, inflation and economic uncertainties impact consumer buying power, especially in the luxury cars industry. The factors have the potential to decrease demand and heighten price sensitivity. The socially friendly and technologically advanced vehicles are gaining popularity, and this tendency will help Lotus turn towards electrification.
The automotive industry is being transformed by technological innovations, such as artificial intelligence, connectivity, and battery innovation. Research and development is very expensive and the companies need to invest in the areas of research and development in order to compete. On the environmental front, stringent emissions laws and environmental sustainability issues demand manufacturers to employ environmentally friendly technologies. Operation In legal terms, safety and environmental regulations add complexity and cost to operations.
5.2 Internal Environmental Analysis (SWOT)
The advantages of Lotus are that it had a good brand background, engineering and financial backing by Geely. These aspects increase its capacity to be innovative and globalize. The company also belongs to a differentiation with their high-performance vehicles.
The weaknesses however include the fact that the revenues are decreasing, production capacity is very low and the reliance on external markets is high. The conversion to electric vehicles has added to the expenditure and the complexity of operations.
Lotus has opportunities such as the increasing popularity of luxury EVs, the expansion into new markets, and collaboration with technology firms. Strong competition with such brands as Tesla, Porsche, and BMW, disruption in the supply chain, and economic uncertainty are threats.
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[bookmark: _Toc227340540]6. Strategy Formulation 
The creation of the efficient strategy of Lotus presupposes identification and analysis of various strategic alternatives depending on the internal possibilities of the company and the external environment.
The initial strategic alternative is complete expansion to electricity. This plan entails fast tracking the advancement and manufacturing of electric cars, making Lotus one of the top brands of EVs. The major benefit of this practice is that it is in line with the global sustainability trends and regulations. It further strengthens the branding of the company in the luxury EV market. Nonetheless, this approach will demand the massive investment in research and development, infrastructure, and supply chain competencies. Moreover, being dependent on one piece of technology is more risky in case of uncertainties at the market or technological front.
Hybrid diversification is the second strategic option. This strategy is aimed at creating electric and hybrid cars to attract more consumers. Hybrid vehicles are an intermediate measure that will help customers who are not ready to go fully electric vehicles. The strategy will minimize the risk since it will diversify the product line and enable Lotus to serve various segments of the market. Nonetheless, it can fuse the identity of the company as a 100 percent electric company and make its operations more complex.
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Global manufacturing localisation is the third strategic alternative. This approach will entail opening production plants in major markets like United States and China to minimize tariffs, enhance efficiency of the supply chain, and market responsiveness. Localisation is able to save a lot of money and enhance competitiveness. It, however, involves a lot of capital investment and can cause operational difficulties concerning coordination and quality control.
These options have been considered, and the best approach to adopt in Lotus case is a hybrid diversification and selective localisation approach. Such a combined approach allows the company to innovate and manage risks at the same time and adjust to different market circumstances. Providing electric vehicles and hybrids, Lotus will be able to meet different preferences of consumers and become more popular. Simultaneously, localisation creates less reliance on the global supply chains and protects against the geopolitical risks.
The industry trends support this strategy, as it implies that hybrid vehicles will remain an important part of the shift to complete electrification (Deloitte, 2024). Furthermore, localisation aligns with the need for supply chain resilience and cost optimisation.
[bookmark: _Toc227340541]7. Conclusion and Recommendations 
To sum up, Lotus Cars UK is experiencing an extensive change as it is turning into a luxury global sports car brand producing electric vehicles, rather than being a niche sports car manufacturer. As the analysis has shown, the company has considerable brand heritage, engineering, and financial resources, but experiences severe problems concerning the decreasing revenues, decreased car deliveries, and growing competition.
The external environment is synonymous with technological improvements, regulatory influences, and evolving consumer preferences, all which demand strategic adjustment. Weaknesses that Lotus has to overcome internally include operational efficiency and scalability of production.
The suggested hybrid diversification and selective localisation approach offers a middle ground in the attainment of sustainable growth. The approach will help Lotus to reach a larger market, minimize risks, and increase the efficiency of operations.
Several recommendations are suggested in order to establish this strategy. To begin with, Lotus ought to invest more in research and development to improve the electric and hybrid technologies. Second, the company ought to enhance strategic alliances with technology companies to speed up innovation. Third, Lotus ought to concentrate on brand repositioning in order to highlight on sustainability and luxury. Lastly, the company ought to streamline its supply chain and production to enhance efficiency and profitability.
Following these recommendations, Lotus will be in a position to be competitive and experience long-term success in the dynamic automotive industry.
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