18


Analysis of a strategic plan for Audi Company in UK automotive Sector

Component 1: Coursework: – Written Report

Student Name Andreea Tudorache
Student ID 2130698

LCBB6015 Strategic Management and Sustainability 



[bookmark: _Toc223256115]Executive Summary
The report explored how strategic management can define Audi Company’s mission and vision and help develop the company’s strategic plan. The report showed how strategic management helps to provide the company’s lasting direction and clearness for its goals. The report covered external environment audit to help identify and assess external factors that are beyond Audi Company’s control but which influence its operations. The report used PESTEL analysis and Porter’s Five-Force model to analyse these external factors. Moreover, the report explored the company’s internal environment audit to understand how its internal capabilities and resources give it a sustainable competitive advantage. The report offers various recommendations that can help the company to achieve sustainable growth in the UK automobile sector. The report provides strategic alternatives that can enable Audi to succeed in the UK automobile sector. 
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1. [bookmark: _Toc223256116]Introduction 
Strategic management helps companies to plan and assess their plans to attain the desired success. It enables organisations to develop, good objectives, use resources well to achieve them, and make knowledgeable decisions to ensure growth in market (Barney and Hesterly, 2015). This process helps organisations to understand their internal strengths and weaknesses, as well as external opportunities and threats (Barney and Hesterly, 2015). Moreover, strategic management enables companies to become more hands-on in responding to changes in the market. Moreover, strategic management improves decision-making process in the company by ensuring that managers analyse trends and data to inform their decisions (Fogel, 2016). Therefore, this report analyses Audi Company’s strategic plan in the UK automotive sector, focusing on its external and internal environment analysis and strategy formulation. 
[bookmark: _Toc223256117]Company Overview 
The Second World War brought to an abrupt end of the Auto Union that included Audi and other three brands by destroying their production facilities. The Audi revived later as part of the Volkswagen Group (Audi UK, 2026). It started operating in the UK market in 1965, where it registers over than 160,000 models annually (Audi UK, 2026). The company’s mission is to shape the premium mobility’s future by leading innovation in the luxury automotive sector (Audi UK, 2026). It seeks to be the global leader in sustainable premium brand by focusing on electric mobility and digitalisation. 
[bookmark: _Toc223256118]Current Company Performance 
Audi Company has continued to dominate the UK premium automobile market, registering over 137,000 new cars in 2023, as shown in figure 1 below. This high number of new car registration can be attributed to the current high demand for electric vehicles in the UK (Audi Club, 2024). However, this figure reduced by 11% in 2024, as the company registered around 124,000 car units. Audi Company’s sales reduced in 2024. But, the sale of electric vehicles increased in 2024, showing high demand for such vehicles in the UK market (Audi News, 2026).
[image: ]
Figure 1: Monthly Audi Car sales in the UK (2019-2024)
Sources: Statista (2024). 
2. [bookmark: _Toc223256119]Strategy Analysis 
[bookmark: _Toc223256120]External Environment Audit 
2.1.1. [bookmark: _Toc223256121]PESTEL Analysis of Audi UK
Political Factors: there are various political factors likely to affect the company’s operations, including emission regulations, political stability, government incentives, and Brexit impact (OICA, 2026). The UK’s exit from the European Union has increased the complexities of the trade regulations, expositing the UK-based companies to new forms of regulations and tariffs. Furthermore, it has made it difficult for the UK-based firms to source for cheap labour from the European labour market (OICA, 2026). The UK’s Zero Emission Vehicle (ZEV) mandate, as shown in figure 2 below seeks to ensure there are no diesel and petrol in the UK by 203. Audi must comply with this mandate by producing EVs. The UK government provides EV subsidy to motivate automobile companies and consumers to adopt EVs in the UK.
[image: ]
Figure 2: The UK ZEV Mandate
Source: Henning (2023)
Economic Factors: High inflation rate in the UK has made the prices of products to increase. This has equally increased the high cost of living in the UK. This reduces the demand for luxury products due to the reduction in the consumer disposable income (ACEA, 2025). Figure 3 below, shows that since 2024, the UK has had high inflation rates that are more than the 2% target. This inflation rate has reduced consumer disposable income. Furthermore, they have raised the cost of living which may reduce Audi Company’s sales (Grandview Research, 2026). Moreover, the prices of raw materials have also increased due to the current high inflation affecting Audi’s profitability. 
[image: ]
Figure 3: UK inflation rate vs. 2% Target 
Source: Pettinger (2025)
Social Factors: Consumers have become more concerned about their environment in the UK. They understand their role in protecting our environment, as shown in figure 4 below. This has changed their attitude towards products that help to conserve the environment, such as electric vehicles (ACEA, 2025). Moreover, many younger people in the UK want to own luxury vehicles. This change in consumer preference has helped to increase the demand for sport utility vehicles (SUVs) and electric vehicles (ACEA, 2025). 
[image: ]
Figure 4: UK environmental Concern 
Source: Consultancy.UK (2022)
Technological Factors: EV battery technologies have enabled automotive companies like Audi to produce EVs to help reduce emissions in the world (Grandview Research, 2026). Development in charging infrastructure technologies has been one of the drivers of electric vehicles in the UK, as shown in figure 5 below. Autonomous technology helps drivers to avoid collisions by maintaining a safe distance from other vehicles (Grandview Research, 2026). Technology utilisation has reduced the need for manual labour and increased production accuracy.
[image: ]
Figure 5: No of UK EV chargers 
Source: Mcloughlin (2025)

Environmental Factors: The UK government’s commitments under the zero emission vehicles mandate has forced automotive companies to start producing electric and hybrid vehicles to achieve this goal by 2035 (Grandview Research, 2026). Moreover, Audi should build production facilities that produce EVs to reduce emissions in the UK. Audi has adopted circular economy approach by using recycling materials to minimise emissions and support closed-loop supply chains. 
Legal factors: Audi is required to comply with the United Kingdom’s timelines to eliminate diesel and petrol vehicles by 2030 through the Internal Combustion Engine (ICE) ban mandate, as shown in figure 6 below (Grandview Research, 2026). In this respect, the company is focusing on producing electric and hybrid vehicles to meet this strict timeline. The company must also comply with the UK safety regulations, including data protection laws and safety standards, as well as, the UK labour laws on employment. 
[image: ]
Figure 5: ICE Ban Mandate 
Source: Browncarguy.Com (2026)
2.1.2. [bookmark: _Toc223256122]Porter’s Five Forces Model of Audi UK     
Buyers Bargaining Power: the company’s customers have a relatively moderate bargaining power because of the increased number of competitors in the market, selling similar products. The regulations and laws that protect customers and ensure fair competition, among the automobile companies also help to empower customers (OICA, 2026). Therefore, Audi should improve its customer experience and satisfaction to maintain its relevance.
Suppliers’ Bargaining Power: It is low. Audi has good working relationships with many suppliers from different parts of the world. This partnership helps to reduce depending on only one supplier (OICA, 2026). 
Competitive Rivalry (High): Many companies in this industry have increased competition in the market.
The Threat of Substitution: It is moderate, as the customers can easily change to substitute transport mode, like using a public transport or Uber, which can reduce Audi’s sales (Grandview Research, 2026). However, Audi’s positive brand reputation for quality and luxury has helped to reduce this threat. 
The threat of new entry: This threat is relatively low, as there are barriers to entry in this industry that continue to make it difficult for new entrants to enter the automobile market (Grandview Research, 2026). New entrants need to have huge capital to build production facilities and research and development capacity. This prevents them from entering the industry. 


[bookmark: _Toc223256123]Internal Environment Audit 
2.1.3. [bookmark: _Toc223256124]Value Chain Analysis 
	AUDI COMPANY’S PRIMARY ACTIVITIES

	Inbound logistics 
-Uses just-in-time delivery to manage inventory
-adopted strategic sourcing of raw materials to reduce carbon emission

	Operations 
-Focuses on high quality standards in its assembly 
-Rapid shift to hybrid and electric models 
-Production is situated in key locations 
	Outbound logistics 
-Adopted a one-to-delivery process
-Partners with UK dealers to promote efficient distribution
-Adopted digital inventory management 
	Marketing & Sales
-Has positioned itself as a premium and luxury brand
-Has strong digital presence through its website
 
	Services 
-Has quality, specialised service centres
-Excellent resale value management 

	SUPPORTING ACTIVITIES

	Company infrastructure 
-Strong brand management
-Complies with ESG and sustainability standards. 
-Comprehensive 360Ofactory 
	HRM
-Trains its personnel for socialised skills on electric vehicles

	Technology Development
-Invested in automation, digitalisation, and electric vehicles. 
	Procurement 
-Adopted procurement with purpose principle to promote ethical sourcing.  –Partners with different suppliers





2.1.4. [bookmark: _Toc223256125]VRIO Framework 
This framework helps companies to determine if they have the capabilities and resources that can provide them with a sustained competitive advantage (Fogel, 2016). 
	Capability/Resource 
	Valuable 
	Rare
	Imitable 
	Organised 
	Competitive implication

	Volkswagen Group resources/financing 
	Yes 
	Yes 
	Costly 
	Yes 
	Sustained competitive advantage 

	Quattro All-Wheel drive technology 
	Yes 
	Yes 
	Costly 
	Yes 
	Sustained competitive advantage

	Brand reputation 
	Yes 
	Yes 
	Costly 
	Yes 
	Sustained competitive advantage

	Strong network of UK dealers and service centres 
	Yes 
	Yes 
	Costly 
	Yes 
	Sustained competitive advantage

	EV Portfolio 
	Yes  
	No 
	Yes  
	Yes 
	Temporary competitive advantage 

	Advanced driver assistance system 
	Yes 
	No 
	Yes 
	Yes 
	Competitive parity 

	Digital platforms/services 
	Yes 
	Yes 
	Yes 
	Yes 
	Sustained competitive advantage

	R&D Capabilities 
	Yes 
	No 
	No 
	Yes 
	Competitive parity 



2.1.5. [bookmark: _Toc223256126]Resource Based View model of Audi UK
RVB model helps companies to analyse and interpret their internal resources and capabilities to identify their competitive advantage. The model holds that a company’s resources are vital to their performance in the industry (Fogel, 2016). Resources that display VRIO characteristics enable companies to gain and sustain a competitive advantage in the market (Fogel, 2016). Resources are divided into tangible and intangible resources. 
Audi Company’s Resources 
	Tangible Resources 
	Intangible Resources  

	Volkswagen Group resources/financing
	Brand reputation

	Quattro All-Wheel drive technology
	Digital platforms/services

	EV Portfolio
	R&D Capabilities

	Strong network of UK dealers and service centres
	Advanced driver assistance system



[bookmark: _Toc223256127]SWOT Analysis 
	Strengths 
-Strong brand reputation for unique car styles
-Innovation capabilities 
-Premium brand portfolio 
-Strong electric vehicle infrastructure 
	Weaknesses 
-Compliance issues, including the Dieselgate scandal 
-Consistent defects in its cars, including oil leakage and electrical components defects
-High costs of operations 
-Reliance on regional markets  

	Opportunities 
-Introduce self-driving cars to help increase its market share
-Start producing other vehicle segments to expand its target market and increase sales.
-Expand to emerging markets to increase sales
	Threats
-High competition in the industry
-Changes in regulations, including high EU tariff 
-Global economic crisis and volatility 
- Disruptions in supply chain 




3. [bookmark: _Toc223256128]Strategy Formulation 
Based on the above external and internal environment audits, this report proposes a strategic plan that can help to bridge the gap between the current position and the desired future (Barney and Hesterly, 2015). The report proposes strategic alternatives that can help Audi to improve its market position and ensure sustainable growth in the UK automobile sector. One of the fundamental strategic alternative which this company need to focus on is to speed up the introduction of specialised electric vehicle models to comply with the UK’s strict 2035 ICE ban. Moreover, speeding up the introduction of e-tron models will enable Audi to attract the ever-increasing environmental conscious consumers in the UK, which will ensure sustainable growth.  
The company also seems to focus more on conventional marketing methods which may be derailing growth in its sales. In this respect, this report proposes the adoption of direct-to-consumer sales approach to increase its sales revenue and minimise operational expenses. Furthermore, this company should adopt circular economy method to differentiate itself from competitors. This approach will enable it use sustainable raw materials and improve its brand image as a sustainable brand, attracting environmental conscious customers in the UK. 
The emergence of car sharing models in cities is likely to reduce the need for car ownership in the UK, affecting automobile companies’ sales. Therefore, Audi can manage this trend by introducing service-oriented and digitalisation business models. These models will allow it to introduce on-demand digital and subscription services features to increase revenue streams.
4. [bookmark: _Toc223256129]Conclusion and Recommendations 
Strategic management defines a company’s mission and vision, which helps to develop a strategic plan that can support proper decision-making and resource utilisation to achieve the goals. It plays an important role in providing long-term direction and clarity for the company goals. This report covered external environment audit to help to identify and assess external factors that are beyond Audi Company’s control but which influence its operations. The report used PESTEL analysis and Porter’s Five-Force model to analyse these external factors. Moreover, the report explored the company’s internal environment audit to understand how its internal capabilities and resources give it a sustainable competitive advantage. The report proposes various strategic alternatives, including introducing electric vehicle to comply with the government’s strict target to eliminate diesel and petrol vehicles and meet the increasing demand for EVs. 
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