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[bookmark: _Toc211272467]Executive Summary 
This report examined the strategy of Lotus Cars. The company was known for sports and electric cars. The aim was to understand how Lotus managed change in a fast market. The UK car industry was described as important for the economy. It was shown that the market faced change because of electric cars and new green rules. Strategic tools were used to find key issues and possible solutions. PESTLE and Porter’s Five Forces were used to audit the external environment. Value Chain, RBV and VRIO were used to audit the company’s internal strengths. The results showed that Lotus had a strong brand and skilled staff. It was also found that costs were high and scale was small. New strategies were planned to support growth and innovation. A hybrid mix of product and market development was suggested as strategy formulation. The plan focused on new markets and sustainable design. It was concluded that with good planning and innovation Lotus could grow into a global leader in electric cars. 
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[bookmark: _Toc211272468]Introduction
Strategic management means planning and controlling how a company reaches its goals. It includes studying inside and outside factors that affect the business. It helps managers make decisions that guide the company toward success. The main benefit is that it gives a clear direction. It also helps the business adapt to market change and use its resources well (Rothaermel, 2024). With a strong strategy, a company can stay stable and grow even when the market is uncertain.
The UK car industry is very important for the economy. It supports about 780,000 jobs and brings in around £67 billion every year (SMMT, 2024). The industry is now moving fast toward electric vehicles because of climate goals and new government rules. These changes bring both problems and new chances for carmakers. Firms need good planning to stay strong in this new market. Strategic management helps them stay focused on innovation and sustainability which are key to long-term success.
[image: Factory collection of the Lotus Emira begins at Hethel - TLF - Everything  Lotus]Lotus Cars is a British company based in Hethel, Norfolk. It was founded in 1948 by Colin Chapman. It is now owned by Geely Holding Group. The company is famous for lightweight design and engineering skill. The vision of Lotus is to be a global performance brand that inspires through innovation and sustainability. Its mission is to deliver advanced electric cars with high performance and care for the planet. The main goals are to become fully electric by 2028 (Lotus, 2019). It grows sales by 30% by 2026 and reach more customers in Asia, Europe and North America. The aim of this report is to analyse Lotus’s current strategy and suggest ways to achieve sustainable growth.
Figure 1: Lotus Cars (Betts, 2022)
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[bookmark: _Toc211272470]External Environment Audit
The external environment shapes the way Lotus Cars plans and competes. This section uses PESTLE and Porter’s Five Forces to understand key outside factors that affect the company’s success. It shows how social, political and market trends create both risks and new chances for Lotus (Ntaro, 2023).
PESTLE Analysis
The PESTLE model helps to study outside factors that affect Lotus Cars. It looks at Political, Economic, Social, Technological, Legal and Environmental influences. These factors show how changes in the wider environment create both new chances and serious risks for Lotus’s growth and strategy.Figure 2: PESTLE Analysis (Iqbal, 2025)

[image: PESTLE Analysis: The CEO's Guide to Future-Proofing a Business | by Asif  Iqbal | Techno-Preneurship | Medium]Political: The UK government supports electric car production to reach net-zero by 2035. It plans to ban new petrol and diesel cars by 2035. Lotus benefits from these green policies. It aims to become fully electric by 2028. But Brexit has raised export costs and slowed parts supply from Europe (GOV.UK, 2023).
Economic: The UK automotive sector adds £67 billion each year and supports over 780,000 jobs (SMMT, 2024). Global demand for electric cars is rising by about 7% yearly. Inflation at 2.8% in 2024 increases raw material and labour costs. Lotus must control expenses while competing with strong global EV makers.
Social: People now prefer clean and sustainable transport. Younger buyers look for electric cars with style and smart features. Lotus attracts attention with its electric Eletre SUV and Evija hypercar. Brand awareness is low among new EV users. Lotus must build a modern image to connect with global customers (Eliasson and Proost, 2015).
Technological: Fast progress in battery and digital technology drives the car industry. Lotus gains access to Geely’s global research and electric platforms. This helps reduce cost and improve design speed. The company invests in light materials and software systems. New automation and AI tools improve product quality and lower waste.
Legal: Lotus must follow strict safety and emission laws in all markets. The UK and EU require carmakers to meet carbon and data protection rules. Meeting these laws adds cost but builds trust. Non-compliance may cause recalls or fines. Lotus applies strong quality checks to meet every market’s legal demand.
Environmental: Lotus targets carbon-neutral production by 2030 at its Hethel plant. It uses solar energy and recyclable materials. The UK’s green policies support this effort. Climate change still brings risk to raw materials. Lotus works with suppliers to lower waste and improve battery recycling for long-term environmental goals (Portney, 2015).


Porter’s Five Forces Analysis 
Porter’s Five Forces model explains how different market forces shape competition for Lotus Cars. It helps to understand how power is shared between rivals, suppliers and buyers. The model also shows risks from new entrants and substitute products in the fast-growing electric vehicle industry.
	Force
	Level
	Key Point

	Competitive Rivalry
	High
	The electric car market is full of strong brands. Tesla, Porsche and Aston Martin compete for the same premium buyers. Lotus stands out for its British heritage and light design.

	New Entrants
	Moderate
	Lucid and Rimac entered but face high costs. Lotus is safer due to Geely’s support and global network.

	Supplier Power
	Moderate
	Lotus depends on battery and chip suppliers. Costs rise when shortages happen. Geely’s shared supply chain lowers this risk.

	Buyer Power
	High
	Buyers can easily compare EV brands. They demand quality, style, and eco value. 

	Substitutes
	High
	Public transport, hybrid cars, and ride-sharing apps reduce car ownership. Lotus must promote driving emotion and luxury to stay unique.



The analysis shows high competition and buyer power. Rivals are strong and customers have wide choice. Supplier influence is moderate but still affects cost and timing. New entrants are few but bring pressure through innovation. Substitutes also reduce demand for personal cars. Lotus should focus on its strengths in design and engineering. It must use Geely’s support to improve production and technology (Henk and Waalewijn, 2019). Strong brand identity, better customer service and new electric models can help Lotus build a stable and sustainable market position.


[bookmark: _Toc211272471]Internal Environment Audit
The internal audit looks at Lotus Cars’ inside strengths. It checks its capabilities. It finds what gives Lotus an edge. It also finds where it is weak. Models used are Value Chain, Resource-Based View and VRIO. These help to see if Lotus has resources that give real advantage.
Value Chain Analysis
The value chain shows how Lotus Cars creates value in every step of its production and sales process. It includes main and support activities that add quality, reduce cost and build strong brand value. Each part helps Lotus stay competitive in the global electric car market (Nieman and Bennett, 2015).
[image: Value Chain Analysis EXPLAINED with EXAMPLES | B2U]Inbound Logistics: Lotus receives high-quality parts from trusted global suppliers. It uses Geely’s network to get batteries, chips and key materials. The company also works with local suppliers to cut delays and transport cost. Focus on sustainable materials supports green goals and builds a responsible supply chain.Figure 3: Value Chain Analysis (de Bruin, 2018)

Operations: The main plant is in Hethel, Norfolk. It produces around 5,000 cars per year. Modern tools and automation improve accuracy and reduce waste. The Chapman Production Centre builds electric models like Eletre and Evija. Engineers focus on light design and strong performance for global buyers.
Outbound Logistics: Lotus sells cars in over 40 countries. It ships mainly to Asia, Europe and North America. Geely’s network supports smooth export and transport. Digital tracking tools help reduce delivery time. Strong logistics improve customer satisfaction and protect brand reputation in the competitive car market (Subrata Kumar Nandi and Ganapathi, 2015).
Marketing and Sales: Lotus promotes its British design and performance image. It uses digital marketing, social media and global auto shows. Prices are high but reflect quality and innovation. Sales teams highlight electric power, design and sustainability. The goal is to reach new customers in growing EV markets (LaPlaca, 2019).
Service: Lotus offers warranty, repair and after-sales support. Its service centres are still limited but improving. Online booking and digital updates help customers. Expanding global service and faster response times will increase loyalty and long-term customer trust in the brand.
Resource-Based View (RBV) and VRIO Analysis
The Resource-Based View explains how a company’s internal resources create advantage. It focuses on what the firm owns and how it uses them. The VRIO model checks if these resources are Valuable, Rare, Inimitable and Organised. Together they help identify what gives Lotus Cars lasting strength in the market. Lotus has strong engineering skills, brand value and global support from Geely. These create solid internal capability (Madhani, 2019). However, some resources such as electric technology and global reach are still developing. 
The VRIO test below shows which areas give Lotus long-term advantage and which offer only short-term benefits.
	Resource / Capability
	Valuable
	Rare
	Inimitable
	Organised
	Result

	Brand heritage and British design identity
	Yes
	Yes
	Yes
	Yes
	Sustainable advantage

	Engineering skill and lightweight design expertise
	Yes
	Yes
	Yes
	Yes
	Sustainable advantage

	Geely partnership and global network
	Yes
	Moderate
	No
	Yes
	Temporary advantage

	Electric vehicle technology and R&D
	Yes
	No
	No
	Yes
	Competitive parity

	Skilled workforce and technical training
	Yes
	No
	No
	Yes
	Competitive parity



The analysis shows that Lotus’s main strength is its heritage and design expertise. These are hard to copy and give strong value. The link with Geely adds finance and technology but is not rare in the market. Lotus must invest more in research and new digital systems. By improving innovation and production scale, Lotus can turn short-term advantages into sustainable ones. This will support its goal to become a leading electric performance brand by 2028.
[bookmark: _Toc211272472]SWOT Analysis
The SWOT analysis helps to understand the position of Lotus Cars. It combines internal strengths and weaknesses with external opportunities and threats. This tool gives a clear view of what Lotus does well and what problems it must solve to stay strong in the global electric vehicle market.
Strengths: Lotus has a strong British brand image and long racing history. It is known for light design and high performance. The partnership with Geely gives funds, global support and new electric technology. Its plan to go fully electric by 2028 matches market trends and government sustainability goals (Keller and Swaminathan, 2019).
Weaknesses: Production scale is small, and unit costs are high. The global service network is limited. It affects customer trust. Digital marketing is still weak compared to rivals. Lotus also faces slow parts supply and long delivery times. These issues reduce profit and make it hard to compete with bigger brands.
Opportunities: Demand for electric cars is rising fast worldwide. Lotus can expand in Asia, Europe, and North America. The new Eletre SUV opens a large premium EV market. Growth in green technology, digital sales and online service systems gives Lotus a chance to reach more young and tech-focused buyers (Qiao and Foster, 2023).
Threats: Competition is high from Tesla, Porsche and Lucid. Rapid technology change can make products outdated. Battery costs and raw material shortages affect production. Economic slowdown and inflation increase price pressure. Strict laws on emissions and trade barriers also create risk for Lotus’s long-term global growth and profit.



[bookmark: _Toc211272473]Strategy Formulation
[image: Strategic management]Lotus Cars needs strong strategies to stay competitive in the fast-changing car market. The company must focus on innovation, sustainability and global expansion. Electric cars and digital systems are now shaping the future of the industry. Lotus should use its strengths in design and engineering to improve growth and long-term success (Wheelen et al., 2018).Figure 4: Strategic Management

The aim to become fully electric by 2028 gives a clear direction. But high costs and global competition are still challenges. Lotus must improve product range, expand markets and build new partnerships. The following strategies are designed to enhance its position and ensure sustainable growth.
Strategic Option 1: Market Development
Lotus should expand in Asia and North America, where demand for electric cars is rising. The global EV market may reach $1.5 trillion by 2030 (BloombergNEF, 2025). Many buyers in these regions are young and value luxury design and clean energy. Lotus can open more showrooms and online platforms to reach these buyers. The company can also build better after-sales service in key cities. Digital sales and brand campaigns will help connect with tech-focused customers. Strong presence in growing markets will increase sales and reduce reliance on the UK and Europe.

Strategic Option 2: Product Development
Lotus should design mid-range electric cars to attract more customers. Current models like Evija and Eletre are expensive and limited. A smaller electric car priced at £60,000 to £70,000 can reach a wider audience. It can raise sales by 25% in three years if marketed well. The new models should keep Lotus’s lightweight and performance features. Geely’s shared platform can lower production cost and time. Working with local suppliers will reduce transport costs and support sustainability. This approach can help Lotus balance quality and affordability in global markets (Henckens, 2024).
Strategic Option 3: Strategic Partnerships
Lotus should build new partnerships to improve innovation and cost control. Working with firms like CATL will increase battery power and range. Partnerships with software firms will help develop smart systems and digital dashboards. Joint research projects can lower development costs. Collaboration with renewable energy and recycling companies will also support environmental goals. Partnerships make Lotus more flexible and ready for new technologies.
Recommended Strategy: Hybrid of Options 1 and 2
Lotus should combine Market Development and Product Development. This hybrid strategy supports growth and sustainability together. Expanding global markets while offering affordable electric cars will bring higher sales and a stronger brand image. Lotus should use lean production and AI-based manufacturing to cut costs by 15% (PwC, 2025).  The focus should be on both new products and new markets according to Ansoff’s Matrix. These strategies will help Lotus grow sales, build brand strength and stay sustainable. By improving innovation and global reach, Lotus can become a leading electric performance brand. It will achieve long-term success in the global EV industry.


[bookmark: _Toc211272474]Conclusion and Recommendations
Lotus Cars has a strong history in British car design and performance. It is now changing fast to become a fully electric company by 2028. The support from Geely gives Lotus better funding, new technology and access to global markets. These strengths help Lotus compete in the electric car industry. However, some clear problems remain. Lotus builds fewer cars than large brands like Tesla and Porsche. High costs and limited service centres make it harder to grow. The company also needs stronger marketing to reach new customers. Lotus must focus on its key skills in design, quality and innovation. Expanding into new markets and building affordable electric cars will increase profit. New partnerships can also support faster technology development. Lotus can reach global success and become a top brand in sustainable electric performance cars.
To remain successful, Lotus needs to use its strengths and manage its weaknesses. The future growth of Lotus depends on innovation, sustainability and expansion into global markets. The following recommendations are made based on the analysis. These are:
1. Expand Global Market Reach: Lotus should grow its presence in Asia and North America. These areas have strong demand for electric cars. New showrooms, online sales and service centres will attract more buyers. Local marketing and sponsorships can build trust and visibility. This expansion will raise sales, increase brand strength and reduce heavy reliance on the UK market.
2. Develop Mid-Range Electric Cars: Lotus should design smaller and mid-priced electric models. A car priced at £60,000 to £70,000 can reach more customers. It will still reflect Lotus quality and speed but be more affordable. Geely’s technology can lower cost and production time. This will increase total sales and help Lotus compete in the fast-growing global EV market.
3. Strengthen Innovation and Partnerships: Lotus should work with leading firms like CATL to develop better batteries. Partnerships with digital software companies will improve car systems and driving experience. Using AI and smart manufacturing will reduce waste and cost. Working with renewable energy partners can support green goals and improve Lotus’s image as an innovative and sustainable brand.
Lotus need to follow these recommendations. Then, Lotus can grow sales, improve sustainability. Lotus will become a leading electric performance brand.
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