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Executive Summary
The report is based on the analysis of the external factors affecting the growth of Rolls-Royce in the markets of the UK. It is identified that Rolls-Royce is a significant luxury car manufacturer. These vehicles are costed at higher rates to ensure that only rich people can buy these cars. The report primarily involves the analysis of the PESTLE factors that are responsible for affecting the profits of the company in the markets of the UK. The report also includes an analysis of threats from the competitive environment through the use of Porter's five forces model. Moreover, the marketing mix and STP are also performed to analyze the strategies implemented by the company to enhance growth. Some recommendations are also provided for the future. 
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[bookmark: _Toc145587236][bookmark: _Toc145587461]Introduction 
Most of the multinational and medium-sized companies in the global business marketplace are following the principles of long-term business growth and new opportunities in the international cross borders through the application of making changes and innovation in the existing marketing strategies. Companies are now focusing on data-driven strategic decision-making for long-term business development. To stay competitive and to secure a leading rank in the current competitive and dynamic market, companies need to find new possibilities and extent of making the business more transparent and value-added services. To construct and integrate effective marketing strategies and processes, all businesses need to have proper insights about both the internal business environment and the external business environment, In terms of decision-making and integrating new marketing strategies, every business needs to know about the key trends, insights, and changes in the external business environment. This report will provide details about the chosen company background along with the external environment analysis of the company using PESTLE tools and Porter's five forces model. 
[bookmark: _tz08olc8twpm][bookmark: _Toc145587237][bookmark: _Toc145587462]Company background 
Rolls Royce Limited is considered one of the most successful and globally popular British automobile manufacturing companies located in Derby, UK. Rolls Royce is also referred to as a multinational British luxury segment car manufacturing company established in 1906 through the application of an agreement and partnership between Henry Royce and Charles Rolls in Manchester, England (Rolls-roycemotorcars.com, 2023). Currently, the company operates all its business operations and marketing in association with about 44000 employees. The company also operates in Aerospace Defense classification in the United Kingdom and the USA. Currently, the company is operated by the CEO Tufan Erginbilgic and several new approaches have been initiated by the new CEO to maintain the overall business. 
Through the application of increasing popularity, productivity, and global recognition and demand of the brand and its products, it has been possible for the British multinational luxury car manufacturing company to increase its revenue up to 12691 million GBP in 2022 with an operating profit of about 652 million British pounds (Rolls-roycemotorcars.com, 2023). The operating margin of the company in 2022 was 5.1% which is considered a significant increase as compared with the 4.6% operating margin in 2021. 
[bookmark: _pbt6fps346dq][bookmark: _Toc145587238][bookmark: _Toc145587463]External environment analysis
[bookmark: _py3vazgacj8l][bookmark: _Toc145587239][bookmark: _Toc145587464]PESTLE 
· Political Factors: Rolls Royce is still operating in the UK despite the political upheaval brought on by Brexit. Trade restrictions and tariff adjustments with European markets have raised costs and made things more difficult (de Sousa, and Castañeda-Ayarza, 2022). However, the company has political influence because of its crucial role in supporting the UK's military and defense industries by providing cutting-edge vehicle engines, which enables it to have an impact on government decisions about defense expenditure. Rolls Royce must balance geopolitical concerns with managing diplomatic relations and world politics when conducting business abroad.
· Social Factors: The Rolls Royce brand is significantly impacted by the social context, especially considering its reputation as a symbol of success and luxury. Having a Rolls Royce indicates a high level of social standing and an affluent way of life, making it more than just a car. Rising income levels in urban areas of the UK widen the pool of prospective consumers for premium vehicles, expanding Rolls Royce’s potential market (Bathla et al. 2022). The UK has an employment rate of 75.5% which helps the people in the society be significantly aware of the operations of the company for society.
· Economic Factors: The economy has a significant influence on Rolls Royce's UK operations. Since they are targeted at rich customers, the company's luxury automobiles are susceptible to fluctuations in the economy. The demand for luxury vehicles may decline during economic downturns like the one that happened in 2008–2009, which would affect Rolls-Royce's revenue. Changes in currency rates pose a risk and can impact the price of supplies. Economic cycles like recessions or expansions can alter manufacturing levels and increase inventory costs since the demand for luxury automobiles might vary (Butler-Blondel, 2023). It is identified that the GDP of the UK is $3.16 trillion which ensures that the UK is a developed country with a huge number of potential customers for the company.
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Figure 1: PESTLE analysis tool
(Source: Created by the learner)
· Technological Factors: Technology advancement is essential to Rolls Royce, particularly in the aerospace industry. The company must consistently spend on research and development to keep its position as a leader in a field where cutting-edge technology is crucial. The company’s devotion to protecting its intellectual property, which is essential for maintaining its technical edge, is demonstrated by the numerous patent applications made by Rolls Royce. By using electric and hybrid automotive technology, the company can preserve its position as a luxury brand while adjusting to changing consumer demands and environmental constraints (Liu et al. 2022). The UK has the highest turnover rate for technology industries which ensures that the company will have several companies that can help to enhance the technological assets of Roll-Royce. 
· Legal Factors: Legal issues create both opportunities and barriers for Rolls Royce in the UK. How Rolls Royce manufactures its products and how those products are developed may be impacted by changes in environmental rules, such as the transition from BS4 to BS6 emission requirements. There is a risk because of the foggy regulations in some countries addressing these cars if Rolls Royce plans to deploy hybrid and electric vehicles before the standards are established. Following anti-bribery laws is necessary to safeguard an organization's reputation and prevent paying huge fines. Other than these legal difficulties, Rolls Royce must consider other countries' legal frameworks while developing unique models because standards for product design and safety may differ.
· Environmental Factors: Rolls Royce is committed to sustainability and reducing its environmental impact. As renewable energy sources become more affordable, the company’s efforts to integrate them into its operations can reduce its reliance on fossil fuels and improve its environmental performance. Environmental objectives are in line with reducing its carbon footprint by developing hybrid engines with minimal emissions (Milton, 2023). Electric vertical takeoff and landing development by the corporation demonstrates its dedication to ecologically clean technology and has the potential to revolutionize urban transportation while also having a minimal environmental effect.
[bookmark: _bb3k7ye5b242][bookmark: _Toc145587240][bookmark: _Toc145587465]Porter’s Five Forces 
· Threat of New Entrants: The manufacturer of high-end vehicles, Rolls Royce, has severe barriers that prevent new rivals from challenging its monopoly over the market. The premium car industry primarily demands a large financial investment. The parent company BMW’s substantial fixed assets, which include effective manufacturing and research facilities, are what contribute to the high entrance costs. The industry also depends on economies of scale, which is advantageous to long-standing businesses with substantial production capabilities (Wellner, S. and Lakotta, J., 2020). Brand equity, a capable team, and in-depth industry expertise are things that new rivals would take years to develop, all things that Rolls Royce has done over many years. Along with significant marketing and capital expenses, legal restrictions further raise the bar for entry. As a result, there is no threat from new rivals in the market for premium vehicles.
· Threat of Substitutes: Automobiles made by Rolls Royce stand out because they combine elegance, status, and craftsmanship uniquely. Although there are other options, such as cabs, ride-sharing services, and public transit, they don't provide the same social and experiential benefits as owning a Rolls Royce. Although switching costs are high and alternatives' value propositions in the luxury auto sector are quite different, premium electric automobiles remain risky. Replacement risk is considered to be low since it is doubtful that clients seeking the Rolls-Royce experience would quickly find acceptable alternatives.
· Bargaining Power of Customers: Customers of Rolls Royce who eventually purchase the high-end cars that the corporation sells have a moderate degree of negotiation power. In the luxury automotive market, there are few choices due to brand exclusivity, which reduces customer leverage to bargain for lower prices. However, as most customers are lone consumers, their capacity to negotiate together is constrained. The ability of consumers to bargain is further constrained by factors like high switching costs and the value of the Rolls Royce brand. Customers may have specific preferences and requirements, although these are typically due to the unique characteristics offered by Rolls Royce. Therefore, the negotiation stance of buyers may be described as moderate.
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Figure 2: Porter's Five Forces
(Source: Created by the learner)
· Bargaining Power of Suppliers: Suppliers of the components and raw materials used in the production of Rolls Royce cars have little negotiation power. Due to the abundance of suppliers available to the luxury vehicle industry, a thriving supplier market is assured. Similar to other luxury automakers, Rolls Royce has access to several suppliers, limiting the amount of sway any one supplier may have. Due to their uniqueness and strong brand identity (Khurram et al. 2020), Rolls Royce products are therefore less susceptible to supply disruptions or the potential for forward integration by suppliers. Due to Rolls Royce’s extensive supplier network and the accessibility of alternative sources for crucial commodities, suppliers have little negotiation strength.
· Competitive Rivalry: There is strong competition in the luxury automobile industry. Rolls-Royce is in a challenging situation as a result of the severe competition for the attention of wealthy consumers being fought by brands like Mercedes-Benz, Audi, Porsche, and more recent entrants like Tesla. These competitors continuously engage in innovation, product differentiation, customer experience, safety features, and marketing to increase their market share. The luxury vehicle industry's emphasis on brand prestige and individuality intensifies competitiveness. Rolls-Royce must constantly develop and enhance its offerings to maintain its market position and stay ahead of its rivals. To attract and retain customers, businesses must constantly enhance their product and service offerings.
[bookmark: _ulqmatkssvr3][bookmark: _Toc145587241][bookmark: _Toc145587466]Application of best possible marketing theories 
Different marketing strategies and considerations are being used by the company. As per the arguments of (Hu and Qiu (2020), Rolls Royce is currently associated with the use of cutting-edge technology along with digitalization in order to gain maximum competitive advantage and to influence the existing system and set of operations. There is a high use and application of big data analytics currently in Rolls Royce that helps the company to make business-informed and data-driven decisions to gain maximum competitive advantage. The company links the internal capabilities and the external business environment factors with the existing marketing strategies to maintain the overall process and add value to the end processes. 
Rolls Royce is currently associated with the use of a marketing mix 4P strategy through the application of which it has been possible for the organization to identify their target customers, identify the changes and requirements in the existing products and services, along with the identification of best possible pricing strategies and promotional activities to increase the popularity and visibility of the products (Wang, 2023). In terms of the marketing mix 4P strategy, Rolls Royce pays equal attention to all four factors or Ps in the proposed marketing strategy. 
· Product: Rolls Royce products are considered one of the best and most luxury products available in the current global marketplace. The company uses data analytics, cutting-edge technologies, automation, blockchain, and several other digital technologies through the application of which it has been possible for the company to involve highly skilled craftsmen and designers to design hand-made high-quality products to meet customer demands (Nosalska and Mazurek, 2019). Rolls Royce also brought product differentiation, diversification, and R&D through which it has been possible for the luxury car manufacturing brand to gain maximum popularity and demand for its products. The company also uses the best resources and materials to manufacture each of its products with complete perfection.
· Price: The price of Rolls Royce products is much higher than usual as compared with other luxury car manufacturing companies in the UK as well as across borders. According to the arguments of Jain (2020), Rolls-Royce uses different interventions and leadership strategies for the effective pricing determination and positioning of its products. In consideration of R & D along with product diversification, Rolls Royce uses the best quality resources to manufacture its products which makes the brand costlier and unaffordable for many of the individuals. Therefore, Rolls Royce manufactures cars for a specific income group of customers who can afford them. 
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Figure 3: Marketing mix 4P strategy
(Source: Created by the learner)
· Place: Rolls Royce uses segmentation, targeting, and positioning strategies to identify the best possible locations of operations. The company also uses different marketing entry strategies like franchising, licensing, and partnerships to enter into a target internal market and to conduct business smoothly. Rolls-Royce is focusing on data-driven decisions and insights to know about the best possible location of operation and to identify the places where the demand for luxury cars is the most. 
· Promotion: In terms of promotion, Rolls Royce manages to use the best possible and most authentic marketing techniques to promote its products and services. As per the comments of Mohieldin (2022), Rolls Royce is currently associated with digital marketing of its products for online promotion. In terms of online promotion, the company is associated with the advertisement of the brand on social media to attract more customers. Moreover, the company also manages to organize events, giveaways, and other activities to promote its products and services. 
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Segmentation

	Segments
	Impact
	Characteristics
	Benefits and profiling
	Principal choice factors

	Product development
	High
	Rolls Royce is associated with the manufacturing and supply of luxury car products and other services to consumers. Therefore, for the company to achieve the greatest possible advantage over its competitors, it is highly important for the company to continually enhance its products (Hallstedt et al., 2020). through ongoing research and development, new product development, and market segmentation. The company will be able to change the products and determine the demographic, psychographic, geographic, and infographic qualities of its customers through the collection of data and the response they receive on those products.
	Research and development as well as ongoing innovation might be of assistance in the analysis of additional data as well as customer patterns. Using this method, the corporation will be able to determine the precise requirements of the target clients and make adjustments to the items accordingly. In addition, the organization may be able to get the greatest possible competitive advantage through the utilization of segmentation.
	Use of more digital technologies and the latest concepts
Development of business infrastructure
 

	Market penetration
	High
	In addition, the company might benefit from marketing penetration to get a maximum competitive edge over the other large giants operating in the UK luxury car industry (Jochem et al., 2018). An assessment of the usability and widespread acceptance of a product among customers as opposed to the overall estimated market for products connected to it is one of the key aspects of marketing penetration.
	The company may be able to grow its market share and its rate of consumer involvement in each of the domestic and foreign marketplaces with the assistance of a marketing penetration plan (Kapferer and Valette-Florence, 2018). In addition to that, a marketing strategy that focuses on market penetration can also contribute to a rise in profitability and a better reputation for the brand in the local market. 
	Feedback management, customer data, financial data.


Table 1: Segmentation
(Source: Created by the learner)
Targeting
	Name of Segment 
	Attractiveness of Segment 
(High, medium, low)
	Positioning based on Competition 
(Weak, moderate, strong)
	Targeting decisions
(Primary target/ secondary target/ possible/ avoid)
	Outcomes for the target
	Key motivating factors

	Product development
	High
	Stong
	Both primary and secondary target
	Investment more in R&D and product differentiation
	High-quality products

	Marketing penetration
	High
	Moderate
	Primary target
	Big data analytics, cutting-edge technology, and financial data analysis
	Diversification 


Table 2: Targeting
(Source: Created by the learner)
Positioning
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Figure 4: Brand positioning of Rolls Royce
(Source: Created by the learner)
[bookmark: _1vppcil5vrn][bookmark: _Toc145587242][bookmark: _Toc145587467]Future recommendations 
A few recommendations are proposed for the effective growth of the company in the future. These recommendations are provided as follows:
· Enhance the digital marketing Strategies: To improve the consumer experience, the business might employ the usage of cutting-edge technologies. Utilizing tools like virtual reality or augmented reality may improve how customers interact with a business and their overall experience. For instance, the business may create new commercials that work with AR or VR so that clients can virtually experience a vehicle exhibit at a showroom. By doing this, the business will be able to draw in more clients and increase earnings.
· Use Data Analytics: The organization must adopt the use of machine learning and big data analytics to analyze client preferences, behavior, and new market trends. These actions are crucial for the business since they will enable it to recognize the market rivalry and the shifting needs of its clients. Because they include the emergence of new market trends, changing client demands are of utmost importance. The corporation will be able to identify these needs with the use of data analytics and improve its goods considerably so that consumer behavior is consistent. Also, it will assist the business in ensuring strong product sales.
· Sustainability: The company must align its products and operations with the aspects of sustainability such that its impact on the environment can be reduced effectively. This will help the company attract more customers who are aware of the impacts of human activities on the environment. This can also include the development of hybrid vehicles or electric cars such that carbon emissions can be reduced. This will also help to enhance the profits of the company. 
[bookmark: _8qsv9luuqgs2][bookmark: _Toc145587243][bookmark: _Toc145587468]Conclusion 
Despite the political uncertainty caused by Brexit, Rolls Royce continues to operate in the United Kingdom. Because of its position as a symbol of luxury and success, the Rolls Royce is profoundly influenced by its surrounding culture. Rolls Royce's UK activities are heavily impacted by the state of the economy. Companies that manufacture luxury vehicles for affluent consumers are especially vulnerable to economic downturns. Rolls-Royce faces different obstacles that prevent upstart competitors from challenging its reputation. The premium auto market typically requires a substantial financial commitment. Customers who are in the market for one of Rolls Royce's luxury vehicles have strong financial strength to afford it. Rolls Royce, like other high-end automakers, can choose from a variety of different suppliers, reducing the influence any one of them could have. Rolls-Royce products are less vulnerable to supply interruptions or the possibility of forward incorporation by suppliers because of their distinctiveness and strong brand identity. 
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