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[bookmark: _Toc223769234]Executive Summary
This strategic management report examined Honda’s external and internal environment audit to identify factors likely to affect its operations and the internal resources and capabilities. The analysis helped to formulate strategic alternatives that can enable Honda to achieve sustainable growth in the UK automobile market. Based on the external environment audit, Honda operates in a competitive market, where companies compete on price, product quality, and innovations in electric vehicles.  Furthermore, the company operates under strict regulatory framework; including the UK government’s zero emission targets for 2035. Moreover, the internal environment audit showed the company’s internal resources and capabilities, including R&D capabilities and strong brand reputation for innovation and reliability. Based on the analysis, Honda should speed up the introduction of its electric vehicles to fulfil with the UK’s environmental regulations. These vehicles will also enable it benefit from the increasing demand for such vehicles in the UK. Moreover, Honda should work with energy producers to build more EV charging stations in the country to encourage people adopt EVs. 

[bookmark: _Toc223769235]Introduction 
Strategic management helps to develop and implement plans that guide accompanies to achieve their organisational objectives (Barney and Hesterly, 2015). Businesses environment experience regular changes, which require businesses to regularly assess their plans for success and make adjustments (Hill, Schilling, and Jones, 2017). Companies can use different models to assess their environment, such as PESTEL analysis and Porter’s Five-Force model to understand external factors likely to affect their activities (Gamble, Thompson, and Peteraf, 2013). Moreover, there are models that enable organisations to assess their internal resources and capabilities, such value chain analysis and VRIO (Barney and Hesterly, 2015). Generally, strategic management helps businesses to align their activities with organisational goals and optimise resource prioritisation and allocation (Nag, Hambrick, and Chen, 2007). Furthermore, it helps to improve decision-making, as decision-makers analyse data before making decisions from a knowledge point of view. This report analyses Honda UK’s strategic plan in the UK automotive sector, covering its external and internal environment audit to formulate strategic alternative that can ensure sustainable growth.
[bookmark: _Toc223769236]Company Overview 
Honda Motor is a Japanese company that produces automobile, power equipment, and motorcycles (Honda, 2026a). The company’s Accord and Civic models are its most popular fuel-efficient passenger cars in the market. Moreover, Honda also produces and sells electric and hybrid vehicles in the UK (Honda, 2026a). Honda Motor Company started importing its motorcycles into the UK market in 1950s (Honda, 2026b). Building of Swindon factors in the UK enabled Honda to start producing vehicles in the UK for the UK and European market (Honda, 2026b).  
[bookmark: _Toc223769237]Current Company Performance 
Honda’s sales have been increasing since 2021, as show in figure 1 below. This shows the growing demand for the company’s products in the UK. Similarly, the company’s income statement also shows reduction in its incomes within the same period (Road Genius, 2024a). The market-driven challenges like high competition and cost of raw materials may have caused this reduction in Honda’s profitability (Honda, 2026b). Moreover, the reduction in Honda’s operating income may have been caused by high operational costs.  
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Figure 1: Honda Motor Company’s Financial Data 
Source: MarketScreener (2026). 


[bookmark: _Toc223769238]Strategy Analysis 
[bookmark: _Toc223769239]External Environment Audit 
[bookmark: _Toc223769240]PESTEL Analysis of Honda UK 
Political Factors: the company’s business activities are affected by various political factors, including the government’s strict net-zero emission target, Brexit, and tariffs. Brexit made it hard for Honda to access the EU market and cheap labour (Honda Classics, 2025). Furthermore, it imposed new tariffs on Honda’s products in the EU market (Honda Classics, 2025). The government’s push for electrification through its net zero emission target, as shown in figure 2 below is another factor that continues to reshape the sector (GOV.UK, 2023). The government has introduced a ban on the sale of diesel and petrol cars by 2030 and adoption of the EVs by 2035. Moreover, the UK government has come up with various measures to support automobile sector to protect jobs and promote production of electric vehicles.  
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Figure 2: The UK Net Zero Target 
Source: Francis and Nevett (2025)
Economic Factors: The UK’s exist from the EU introduced new tariffs for the UK products being sold in the EU market.  Brexit made it difficult for products, services, and labour to move freely in Europe by introducing high tariff. Brexit also introduced new custom checks that affect automotive companies by slowing down their production (ACEA. 2025). Moreover, the changing consumer preferences and demand influences the UK automobile sector in various ways (Feng, 2025). Many UK consumers are moving away from the petrol and diesel vehicles to electric vehicles (EVs) because of the government incentives and environmental concerns (ACEA. 2025). Figure 3 below shows that 57% of the UK consumers prefer buying either hybrid or electric vehicles, which is likely to increase the demand for electric vehicles in the UK.  The inflation and economic slump affects consumers’ purchasing power and the company sales. 
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Figure 3: Types of cars current car owners consider buying next 
Source: Kantar (2023)
Social Factors: They include cultural and demographic aspects of the external macro-environment which affect the company’s possible market size and customer needs. For instance, the UK consumers tend to have strong beliefs in their local brand, which influences companies localise their products (ACEA. 2025). The UK automobile is one of the leading employers in the country. Therefore, the closure of Honda’s Swindon factory affected many people in the UK, increasing unemployment rate. The introduction of EVs requires people to acquire new skills to operate them (ACEA. 2025). The increasing demand of electric vehicles, shown in table 1 below will benefit Honda.  
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Table 1: Number of EVs sold in the UK from 2010 to 2023
Source: Road Genius (2024a)
Technological Factors: The UK government EV charging stations to encourage many people buy EVs in the country. The table below shows how the number of EV charging stations has been increasing in the UK. Similarly, companies have adopted autonomous driving and connected mobility technology to improve customer driving experience. 
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Table 2: Growth of electric vehicle charging stations in the UK
Source: Road Genius (2024b)
Environmental Factors: The transition towards EVs is expected to reduce these emissions and help the country achieve its zero emission targets (ACEA. 2025). The government offers incentives to encourage transition towards EVs and clean energy, including building charging stations across the country (ACEA. 2025). Many companies are also adopting circular economy and recycling to minimise their environmental impact. Recycling helps automotive companies to recycle EV battery that have materials like nickel, cobalt, and Lithuanian and reuse them to produce new batteries (ACEA. 2025).  
Legal factors: Companies must comply with the established UK’s working hours, safety regulations, and minimum wages, which could increase its wage bill, as shown in figure 6 below (Feng, 2025). Other regulations that Honda must follow include consumer rights, labour laws, employment rights, and warranty laws. 
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Figure: UK national Minimum Wage and national living wage rates
Source: IER (2025)
[bookmark: _Toc223769241]Porter’s Five-Forces Model of Honda Motors 
[bookmark: _Toc223769242]Customers’ Bargaining Power:  Strong 
Customers in the UK automobile sector have moderate to strong bargaining power due to low switching cost from one company to another. In this digital era, customers have all the information they need to help them make purchasing decisions based on product price, innovation, and comparison, which makes them powerful (Feng, 2025). 
[bookmark: _Toc223769243]Suppliers’ Bargaining Power: Weak 
Automobile companies have many available vendors to choose from, which plays an important role in reducing suppliers’ bargaining power (Feng, 2025).  Automobile companies can easily change from one vendor to another if they feel they are not getting value for their money, reducing suppliers’ bargaining power. 
[bookmark: _Toc223769244]The Threat of Substitute: Medium 
The threat of substitute products is moderate, as there are good alternative means of transport that can make people not to think about owning cars. The emergence of Uber (ride-sharing services) has made it easier for people to move around cities, posing a threat to the Honda (Feng, 2025). Moreover, public transport like inter-city buses and train, as well as, bicycles enables easy movement within cities. 
[bookmark: _Toc223769245]Threat of New Entrants: Low 
The threat of new entrants is weak because of the capital investment barriers. New entrants require huge capital investment to be able to compete with companies like Honda. Furthermore, existing companies have built strong brand reputation for quality and customer experience which makes it difficult for new entrants to enter this market (ACEA. 2025).  Supply chain and distribution network are also barriers to entry into this market by new entrants.
[bookmark: _Toc223769246]Competitive Rivalry: High
Competition among carmakers in this sector is strong due to high investment they make in marketing, manufacturing, and R&D. This high investment forces automobile companies to reduce their product prices to increase their sales (ACEA. 2025). Furthermore, automakers are using brand loyalty and electric vehicles’ innovations to compete in the market. 

[bookmark: _Toc223769247]Internal Environment Audit 
[bookmark: _Toc223769248]Value Chain Analysis of Honda UK
This strategic framework breaks down companies into their core activities to identify how they create value for their customers. These activities are divided into primary and supporting activities (Hill, Schilling, and Jones, 2017). 


	Primary Activities

	Inbound Logistics
-has established strong relationships with suppliers
-Uses Just-in-time method to minimise inventory costs
	Operations
-uses high technology in assembly line
-uses total quality control approach to promote innovation and quality
	Outbound logistics
-Delivers quality vehicles to customers
-Has flexible production levels
-Distributes products through road and rail
	Marketing and Sales
-strong brand reputation for innovation, quality, and reliability
-has strong dealership network that promotes the company
	Service
-offers after sale-service such as qualified technicians
-offers customer satisfaction 
-has certified service centres 

	Supporting Activities

	Firm Infrastructure 
-Uses strong systems such as SAP to manage their operations 
-The system also promotes lean manufacturing 

	Human Resource Management 
-Employs qualified employees and trains them on EVs and lean production 
-promotes employs based on merits 
-Promotes a culture of responsibility and trust, which encourages them to share their ideas 

	Technology Development
-Has invested in R&D for electric vehicles and innovative designs 

	Procurement 
-Sources materials in bulk to benefit from economies of scale 
-Established strong relationship with suppliers from different parts of the world





[bookmark: _Toc223769249]VRIO of Honda UK
	Capability/Resource
	Valuable 
	Rare
	Inimitable 
	Organised 
	Competitive Implications 

	Brand Reputation 
	Yes 
	Yes 
	Yes 
	Yes 
	Sustainable competitive advantage

	Dealer network 
	Yes 
	No 
	No 
	Yes 
	Competitive parity 

	Hybrid technology 
	Yes 
	Yes 
	Yes 
	Yes 
	Sustainable competitive advantage

	Global supply chain 
	Yes 
	No 
	No 
	Yes 
	Competitive parity 

	R&D Capability 
	Yes 
	Yes 
	Yes 
	Yes 
	Sustainable competitive advantage

	Production system
	Yes 
	Yes 
	Yes 
	Yes 
	Sustainable competitive advantage 

	Financial resources
	Yes 
	Yes 
	No 
	Yes 
	Temporary competitive advantage 



[bookmark: _Toc223769250]Resource Based View model of Honda 
	Tangible Resources 
	Intangible resources 
	Capabilities 

	Manufacturing facilities 
	Brand Reputation
	R&D Capability

	Financial resources 
	Technical know-how 
	Engineering and design ability  

	Supply chain network 
	Intellectual Property 
	Swift development cycles

	Strong product portfolio 
	Organisational culture 
	

	Dealer network
	
	





[bookmark: _Toc223769251]SWOT Analysis of Honda UK
	Strengths 
-Strong brand image 
-Strong dealer network 
-Diverse product portfolio 
-R&D Capability 
	Weaknesses 
-High costs of manufacturing and production 
-Product recalls distorts its reputation 
-Low market share in the UK and Europe 
-Limited product segments  


	Opportunities 
-increase market share in motorcycle and scooter 
-increase production of EVs to meet the increasing demand for EVs 
-Produce fuel-efficient vehicles in line with environmental regulations 
	Threats 
-Intense competition 
-Global economic crises 
-Rising costs of raw materials 
-Supply chain disruptions 



[bookmark: _Toc223769252]Strategic Formulation
Through the above environmental analysis, the UK government has introduced strict environmental regulations to enable it achieve its zero emission targets (Feng, 2025). Furthermore, the analysis showed the changing consumer preferences towards cleaner vehicles and energy. The UK consumers want to minimise their environmental impact by buying electric vehicles. Honda should speed up the introduction of electric vehicles to benefit from its increasing demand.  Moreover, Honda should invest in charging stations in the country to encourage people buy its EVs. The can work with the energy companies to establish more EV charging stations in the UK. The company should improve its supply chain and production flexibility to manage the changing demand of ICE and EV vehicles in the country. The company should build strong relationship with the UK’s suppliers of raw materials to help address challenges of global supply chain disruptions. 


[bookmark: _Toc223769253]Conclusion 
This strategic analysis examined companies’ external and internal environment audit to identify factors likely to affect its operations and the internal resources and capabilities. The analysis helped to formulate strategic alternatives that can enable Honda to achieve sustainable growth in the UK automobile market. Honda operates in a competitive market, where companies compete on price, product quality, and innovations in electric vehicles.  Moreover, the company operates under strict regulatory framework; including the UK government’s zero emission targets for 2035. Moreover, the internal environment audit showed the company’s internal resources and capabilities, including R&D capabilities and strong brand reputation for innovation and reliability. Based on the analysis, Honda should speed up the introduction of its electric vehicles to fulfil with the UK’s environmental regulations. These vehicles will also enable it benefit from the increasing demand for such vehicles in the UK. Moreover, Honda should work with energy producers to build more EV charging stations in the country to encourage people adopt EVs. 
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