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1. Introduction

The report aims to summarise and analyse the environmental analysis of the automobile industry, in particular the activity of Audi company. 
Automotive production leaves a giant footprint on the economy worldwide, and many organisations make significant efforts to achieve new markets, increase sales volume, and company growth. 
Financial, political, and environmental factors influence the production and employment of cheaper labour to keep the economy stable.
Covid 19 proved to be the biggest challenge to the world economy, causing severe damage to the automotive sector.
 The pandemic covered the entire world in a few months, endangering people's lives, growing business, and sending countries into a deep economic crisis. On the other hand, Brexit is another challenge that needs to be faced as an external factor influencing the world economy. 
The report will undergo several analyses, such as PESTLE, Porter's five forces, and SWOT throughout the Audi automotive company. They are reweaving the strength and weaknesses, new market strategies and growth.
















2. External factors of the automobile industry and Audi-four rings
2.1 The Audi industry


The automotive industry is in a phase of enormous pressure for transformation. One of the main factors is the environment and climate change—autonomous driving, e-car, networking and changing customer behaviour force manufacturers to transform into mobility service providers. A substantial percentage of sales are expected to come from business models outside of actual vehicle production. These dynamic framework conditions require digital innovations and products, but they are geared to customers' real needs. If companies truly and deeply understand these customer requirements, they can actively respond to changing consumer behaviour and expectations. Profitable and successful business models can be new or developed for the services and customer experience. Innovations in products and services must be redesigned in a customer-oriented way. Communication and dissemination at contact points along the customer's path must be tailored to the individual customer.                                                                                                             August Horch was the founder of the Audi Group in 1932 in Germany, and the four rings stand for the traditions of car and motorcycling constructions. Audi AG is a driver and innovative oriented. Audi pioneered all wells of the modern car. (Wikipedia) 
“At the close of 2019, the Audi Group employed a total of 90,640 people (2018: 91,674), with an average of 90,783 employees (2018: 91,477) over the year. This represents a year-on-year decrease of 1,034 employees (year-end figure) or around 0.76 per cent (annual average). Of the total of 4,214 (2018: 5,004) employees newly recruited within the Audi Group, 1,310 (2018: 1,628) were taken on by AUDI AG.” (We are Audi, 2020)
Thus, most automotive companies have been forced to transform the batteries to green energy for the better as part of the environmental regulations.
(Niemann, 2019) In 2014, Audi was the first luxury car manufacturer to determine a company's carbon dioxide emissions according to internationally recognised standards. This marks an essential step towards transparency in greenhouse gas emissions. Today, these emissions are analysed in more detail and effectively reduced. Moreover, The E-Tron is one of the latest car innovations produced by Audi EG. 
2.2 PESTLE ANALYSIS

According to (Johnson et al. 2016, p. 34), PESTEL analysis provides several political, economic, social, technological, ecological and legal factors. 
PESTEL analysis of Audi Group has been focused on its business strategies. 
Audi AG is impacted by increased consumer environmental activity, regulatory frameworks, expanded regulatory frameworks for ecological factors, collective social trends, government decisions, consumer behaviour, technological changes, and ever-evolving legal systems. Thus, it is operating in a dynamic environment that receives.
-POLITICAL FACTORS 
Often referred to the environmental and governmental policies, political factor plays a significant role in the nature objectives. Audi AG is impacted by increased consumer environmental activity, regulatory frameworks, expanded regulatory frameworks for ecological factors, collective social trends, government decisions, consumer behaviour, technological changes, and ever-evolving legal systems. It is operated in a dynamic environment that receives. (Euromonitor, 2019)
-ECONOMIC FACTORS
Audi is a luxury car brand, the economic stability of a country determines whether Audi can compete in that market. As the global market declines, automakers will find it harder to raise the money they need to make. Secondly, it will be harder for consumers to generate demand for premium products, such as running out of money. As technology advances, some brands develop more efficient cars with better service. This will significantly increase the marketing activities.    (Euromonitor, 2019)
-SOCIAL FACTORS
The Audi cars research is increasing in developing countries, especially  China and India, with growing disposable incomes for people and their growing preference for purchasing premium products. With around 663,049 units in 2018, China is Audi's largest market. However, the recent global economic slowdown, especially after the US-China trade war, has seriously hampered the growth of the automotive industry in almost every country. In 2019, India's automotive sector faced the lowest sales. The economic slowdown and democratisation have affected the purchasing power of Indians, significantly reducing the demand for cars. In addition, as demand for electric vehicles grows, Audi has decided to mass-produce electric cars and plans to sell about 8,000 electric vehicles by 2025.
-LEGAL FACTORS
Worldwide, companies have a legal obligation to do business within that framework. Multinationals operating in different countries must comply with the rules and regulations of their respective countries. For the automotive industry, regulatory compliance is essential because of the safety and environmental issues.
Audi's Mission Zero began in 2014 when it became the first leading manufacturer to determine a company's carbon dioxide emissions according to internationally recognised standards. The result is a significant step toward the transparency of greenhouse gas emissions. Now, these emissions can be resolved in more detail and effectively reduced.
-ENVIRONMENTAL FACTORS
Audi constantly strives to achieve sustainability and contribute to the environment in all processes. For the same reason, Audi has decided to invest € five million in the Audi Environmental Foundation, which supports the environmentally friendly public welfare. Apart from that, the great thing about Audi is that it produces sustainably. 
Audi has built a 37,000 square meter solar power plant that saves up to 700  tonnes of carbon dioxide emissions. Reduce factory power requirements by 95%.
Moreover, the company is building more environmentally friendly manufacturing facilities to popularise electric vehicles that use significant energy during production.



2.3 FIVE FORCES ANALYSIS

The five forces analysis aims to point out the current position of Audi in the market based on crucial factors such as competitors, customers, suppliers, and financial solutions.
Audi is part of the automotive industry, known for its significant initial investment. Volkswagen is the parent company. Excluding the value inventory of V.W.'s property, plant and equipment, the amount as of the 2020 balance sheet date is € 114,570 million. The manufacturing cost is also high. Also, establishing a position in the luxury car sector requires improved industry knowledge, qualified talent and brand equity, which requires high marketing costs. Incumbents actively advocate market share through innovation, marketing and customer service, so new entrants cannot immediately influence. In such a competitive industry, gaining consumer loyalty is complex, and new entrants will be willing to take risks in the face of all these obstacles. In addition, there are restrictions on entry into the automobile industry. After weighing all these factors, the threat to new Audi entrants is high.

Offer products or services that may replace Audi's products may be considered a replacement. There are many competing luxury car brands on the market today, including Rolls-Royce, BMW, Mercedes-Benz and Ford. Gig taxi services such as public transport, taxis and Uber may also be alternatives. Factors that need to be considered when considering the threat of other options are the availability of other options, the cost of switching, and the affordability for the average consumer. Possible[image: Chart, bar chart

Description automatically generated] options are readily available. The affordability of the exchanges, as mentioned earlier, is not an issue for those who own a luxury car. However, several factors, such as brand image, product innovation, and popularity, limit the threat of Audi's alternative products. Audi is a premium car brand that is very popular in almost all major car markets. Considering all these factors, the overall threat to Audi from alternatives can be described as moderate.
Audi's customers’ bargaining power is due to intensifying competition, increasing importance of the customer experience, and the continued introduction of regulations by governments that support customers and their safety. Is growing. With high profits per unit and economies of scale not boosting sales, brands are increasingly focused on retaining customers and increasing market share. As competition intensifies, it is not possible to sell with a small margin in such a market. However, several factors also limit a customer's bargaining power, including switching costs, brand equity, etc. Audi is a premium luxury brand continually investing in innovation and product differentiation. Suppliers have little room to integrate what Audi is doing, impact their business and gain bargaining power with Audi. In addition, suppliers could not reach the scale of Audi's business and had to completely overcome the above barriers to entry to enter the industry. Some large suppliers can have significant bargaining power with Audi. However, the company does more than collect from a single supplier to counter this bargaining power. The fact that raw materials are sourced from different parts of the world deprives suppliers of the collective bargaining power they could have with Audi. To justify this, Audi and its parent company, VW, maintain a sustainable supply chain and follow specific Supplier Codes of Conduct.
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