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[bookmark: _Toc225673398]Executive Summary 
The UK automotive industry has always remained dynamic because of frequent shifts in use of software, autonomy, and electric vehilcles. Moreover, global economic pressures, strict regulations from the government, and preferences from customers, all shape how the industry respond to external forces. A majority of players in the industry are now changing their legacy strategies that once supported long term production of traditional diesel and petrol automotives. Many see the need to embrace new innovations, technology supported materials, and different business models to remain competitive. Different from a few years ago, the contemporary automotive industry is now defined by electrification, production of soft-ware defined as well as strongly connected automobiles. 
The analysis of Audi external market and internal environment helps understand the current state. The report recommends that strategic management of Audi strengths localization and direct to customer supply chain, form strategic partnership with large technology firms, and integrate both AI and data analytics. Besides, management could implement these three strategic choices by investing heavily in dealership, new advanced technology, and strong partnership. 
[bookmark: _Toc225673399]Introduction 
Strategy is an inherent element in almost every company. However,  its meaning tends to vary depending on what leaders do in these organizations. Competitive strategy means being different from the rest of the companies (Hitt, 2017). It implies that management formulate different sets of activities to guide a company on its path to creation of value for both shareholders and customers (Johnson et al., 2017). Different activities would mean being able to generate a mix of value for the target groups. Adopting a competitive strategy implies the approach a company uses to create competitive advantage where a company operates. 
The report is organized around four sections. Section three below provides the background about Audi to understand the type of operation model and types of cars it sells to the UK market. The strategic intent reveals the vision to become one of the leading premium providers of brands across the world. Audi seeks to achieve this vision by transitioning to electric mobility,  attaining leadership as a premium car provider targeting different segments of customers, reduction of environmental impact by 2050, and becoming a leader in technology utilization. The strategy analysis evaluates both external and internal environments. 
[bookmark: _Toc225673400]Background of Audi Automotive Company 
Audi Automotive car maker in the UK operates as a strategic business unit across different offices. With its headquarters at Milton Keynes, Audi uses authorized dealers spread across the UK market to import and distribute variety of car brands from global Audi plants. The UK SBU is involved in the sales, marketing, distribution, as well as after sales services. 
Audi has succeeded in diversifying and developing five different categories of cars each designed to ensure that it meets varying demand of customers. For example, the Saloon (sedan) categories of cars are meant to offer luxury, comfort, as well as executive functionality (Audi Reports, 2024). They remain one of the popular variants among business and professional customers. While the Estate (Avant) model of cars bring together the comfort found among the saloon cars and the larger cargo spaces. The product categories are bet for families or customers that need more spaces but do not want to sacrifice their premium. Third, the SUVs (Q-series) provide more spacing for customers who want more comfort versatility, and capability for safety. The electric vehicle type models (covers the e-tron models) show Audi’s strategy to achieve sustainability with full electric to reduce cases of emissions (Imre and Remsei, 2023). The Audi Sports categories of cars target customers that prefer power, speed, and enthusiasm. 

[bookmark: _Toc225673401]Strategic Intent 
[bookmark: _Toc225673402]Vision 
Audi has formulated a vision that shows the company’s desire to become one of the leading premium providers of brands across the world. The company wants customers to recognize it as the most innovative, uses advanced technology, and offer superior customer experience. Moreover, Audi aims to rank high as a premium provider of most sophisticated solutions through new technologies. 
[bookmark: _Toc225673403]Mission
Through its well-known mission about delighting customers worldwide, Audi now looks for ways that can enabled it attain that status by manufacturing and distributing cars of high value that depends on advanced technology (Audi Reports, 2024). Moreover, Audi’s aim is to ensure that any customer who interact with its brands across different touchpoints, must experience exceptional customer experience. Additionally, Audi’s mission seeks to deliver premium mobility, sustainable cars, and most innovative solutions. It is through this that management ensure that every customer benefits moving through the well throughout technology driven cars.  
[bookmark: _Toc225673404]Objectives
Audi uses four strategic objectives to pursue its vision and mission. For example, management has an objective of transitioning to electric mobility. While the company started with manufacturing and distribution of traditional diesel-based cars, management is now on the move to ensure that it completes its transition by the set-out dates (Audi Reports, 2024). Second, Audi’s objective involves attaining leadership as a premium car provider targeting different segments of customers. Audit is committed to sustainability activities to cut down on the number of emissions form its operations by 2050 (Imre and Remsei, 2023; Audi Reports, 2024). Fourth, Audi has an objective to continue being innovative and ranking high among leaders in technology utilization. 
[bookmark: _Toc225673405]Audi’s Current Performance 
The figure below indicated a summary of Audi’s financial performance for the period between 2023-4 extracted from the company reports (Audi Report, 2024). Total revenues from all sales declined by 7.6% over the two years. The decline in revenues was because of lower number of cars delivered and sold to customers over the same period. Major contributing factors for such a decline included disruptions in supply chain, large number of changes to car models, and launching of new models. Automotive industry went through a period of strong competition from premium cars. 
Figure 1: Financial performance (2023 - 20240. 
[image: ]
Source: Audi report 2024

	Particular, Audi recorded a decline in the number of Q8 e-tron electric car models because of early termination of manufacturing process at its Brussels site. Q5 brand also recorded a decline because of changeover of the model. Conversely, both Q6 e-tron and Lamborghini made positive performance. Similarly, despite positive performance from a few of brands, Audi performed poorly on its overall profit after tax (net income) which declined by 33% from 2023 to 2024. 
	The largest contributing factor to a decline in the company net profit over the period of study included costs (expenses) such a distribution, administration, and operating. Out of these three, the operating expenses increased by 146.8% over the two years between 2023 and 2024 from the initial EUR 860 million to EUR 2,123 million respectively. Secondly, the distribution expenses increase by a margin of 1.5% from EUR 3,377 million to EUR 3,352 million respectively. However, the administrative expenses declined slightly with a margin of 1.2% from EUR 771 million to EUR 762 million over the two periods of study. 

[bookmark: _Toc225673406]Strategy Analysis
[bookmark: _Toc225673407]External Environment Audit
[bookmark: _Toc225673408]Competitive Rivalry
 	The UK market experiences strong rivalry of premium automotive car providers. For example, major premium providers include Rolls-Royce Motor Cars selling ultra luxury vehicles, Bentley Motors provide cars with luxury performance, Aston Martin Lagonda well known for manufacturing supercars and luxury sports cars. In overall, Audi experiences strong and intense competition from manufacturers targeting the same customer segments (Hitt, 2017). 
[bookmark: _Toc225673409]Threats of New Entrants
There is a strong threat of entry in the premium car market segment. The current barriers stem from huge capital investment, need for extensible distribution channels, reputation on reliability and quality products. However, transitioning to EVs would lower entry barriers. Companies do not depend on reduced number of components. 
[bookmark: _Toc225673410]Bargaining Power of Suppliers
The premium market experiences moderate score on suppliers. Suppliers in the market offer specialized automotive parts, batteries, and semiconductors (Ofgem, 2024). However, Audi benefits from Volkswagen group to conduct large scale procurement activities as well as connection to global suppliers. The figure shows the supply chain components needed in the UK market includes production of vehicles, battery components, and electrical motors. The market experiences shortage of  vehicle, battery, and motors to meet demand (Advanced Propulsion Centre UK. 2025). 
Figure 2: Supply chain components 
[image: ]
Source: Advanced Propulsion Centre UK. 2025
[bookmark: _Toc225673411]Bargaining Power of Buyers
The power of buyers also remains high. Customers access information on pricing, quality, and after sales services. Customers can switch products from Audi other premium cars. Audi must continue to innovate to attract high number of customers. 
[bookmark: _Toc225673412]Threats of Substitutes
The market for premium cars experiences moderate threat. Customers can now opt for privately offered services from ride-sharing taxes, vehicle leasing schemes, and public transportation. Additionally, growing market awareness about luxury mobile providers and Tesla increases substitution pressure. 
[bookmark: _Toc225673413]Internal Environment Audit
[bookmark: _Toc225673414]Strengths
Audi leverages on its brand reputation across the UK markets as a premium brand, to attract numerous loyal customers. Audi benefits from internal use of advanced technology and continuous innovation. Other technologies use in Audi facilities include electrification technology, presentation of digital dashboard, and advanced driver assistance system (Mocker and Fonstad, 2017). Strong technology now allows Audi to transition smoothly on e-tron variants of EVs (Audi Reports, 2024). Additionally, Audi enjoys strong support from Volkswagen helping it cut down on R&D costs, development of global supply chain. Audi now has five different categories of premium product brands appealing to different customer segments.  
[bookmark: _Toc225673415]Weaknesses
Audi uses premium pricing power, reliance on imported cars, and high costs to support technological innovation. Audi sells all products premium locking out a majority of low to middle income customers who cannot pay high upfront costs (Benson et al., 2025). A majority of price sensitive customers cannot afford such products. Second, Audi only uses a network of dealers across the UK markets to support selling of imported cars from European and other international manufacturing facilities (Audi Reports, 2024). External factors beyond the company’s control include fluctuations in currencies because and importation costs of moving cars to the UK market. According to Ofgem (2024); Johnson et al (2017) these activities increase direct cost of production and eventually cut into profitability.   
[bookmark: _Toc225673416]Opportunities
Major opportunities come from growing demand for new and used electric cars. The government now encourages customer to transition to electric cars. The government has formulated zero emission policy and funding of automakers (Benson et al., 2025; Department for Transport. 2024). This is a strong opportunity for Audi to sell more electric units and receive funding from the government to support transition journey across its e-tron cars. Second, customers now value digital connectivity, smart mobility services, and autonomous driving elements (Ofgem, 2024). Audi has an opportunity to leverage on this market opportunity. It can integrate most of advanced technology to develop high quality cars. Lastly, the UK recorded high demand for premium SUVs. This category form one of the most growing segments. Audi can now develop more of Q-series models to capture a large share of this market. The market also experiences a high demand for electric motors (Figure below) with Permanent Magnet Synchronous Motors (PMSMs) Set to remain dominant in UK.
Figure 3: Demand for Electric motors in the UK
[image: ]
Source: Advanced Propulsion Centre UK. 2025
[bookmark: _Toc225673417]Threats
Core threats stem from intensive competition, dynamic customer preferences, and government regulations. Audi has direct competitors that attract high number of customers who are eat into profits. Competitors also innovate and launch high quality products. External forces such as inflation, high cost of living, and economic downturn are threats to Audi (Department for Business & Trade, 2018). The lower ability and confidence for Audi to respond on time. Government now demand that all imported and domestically premium cars meet zero emission by 2035 (Benson et al., 2025). 

[bookmark: _Toc225673418]Strategy Formulation
[bookmark: _Toc225673419]Localization and direct to customer 
Strategic management to strengthen the current direct to customer framework by diversifying the number of dealers. The automotive industry has suffered because of frequent disruptions happening past and current geopolitical tensions, bottlenecks around logistics, and shortages in supply of semiconductors. Audi need to create a more robust and resilient supply chain to sustain production and delivery of products. Laczkowski et al (2023) outline four principles to assist automotive and mobility firms to build resilience depend being agile, empowering teams, creating adaptive leaders, and sustaining strong talent and culture
[bookmark: _Toc225673420]Strategic partnership with technology firms
Audi experiences high costs of obtaining and managing advanced technologies. Strategic management should now consider  forming a strategic partnership with large technology companies. According to Audi’s objectives, the company relies on advanced software, autonomous driving technology as well as artificial intelligence. All these technologies must be supported with the help of high performing batteries. Strategic management in charge of partnership need to create a contractual agreement with firms specializing in technology to help Audi accelerate its transition to produce more of e-tron.  
[bookmark: _Toc225673421]Integrate AI and data analytics
The strategic managers at Audit should consider enhancing strong customer experiences with the help of artificial intelligence. Enhancement of customer experience across all customer touch points to deliver personalized and exceptional experiences require integration of both artificial intelligence advanced data analytics. The strategy should focus on ensuring that management improves the functionality of EVs. Consequently, the move would ensure customers develop strong loyalty across the products. Mocker and Fonstad (2017) recommends that the use of AI-driven digital systems to help in analysing customer behaviors. The insights from such systems would reveal what customers need and how they use their cars for purposes of making corrections, adding more features or most used features in such cars. The company can still leverage on such insights to design the next generation of cars. 

[bookmark: _Toc225673422]Conclusion and Recommendations
[bookmark: _Toc225673423]Conclusion
UK automotive industry has remained volatile following changes in technology such as the software, autonomy and electric vehicles. External factors shape strategic moves of many companies stemming from changes in consumer demand, government regulations, and pressure from the global market. Strategic managers should first assess the industry to understand their positioning against other competitors. Besides, analysis of internal and external environment provides an overview of where opportunities and threats lie.
[bookmark: _Toc225673424]Recommendation 
Management to diversify the number of suppliers of components. Source for suppliers from different countries. Partner with a majority of partners of Volkswagen Group for purposes of securing long-term supply of battery materials and semiconductors. Invest in distribution centres and sustenance of strategic inventory reserves to ensure continuous distribution of components to cut down cases of disruptions. 
	Expand the partnership between Audi and large technology companies to in the development of battery technologies, platforms to support digital vehicle, and artificial intelligence. Leverage mobility services, AI systems, and software for purposes of supporting autonomous driving capabilities, and transition towards electric vehicles. 
	Implement AI-supported systems to analyses customer data and depict the true customer behavior. Develop over-the-air software capability would help customers receive new features and improve their performance. Connected vehicle applications, smart mobility, and subscriptions would sustain long term loyalty after purchasing cars. 
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cuRmition
Revenue 64,532 69,865 -7.6
Cost of goods sold -54,419 -58,576 -7.1
Gross profit from sales 10,113 11,289 -10.4
Distribution expenses -3,352 -3377 -15
Administrative expenses -762 -771 -12
Other operating result -2,123 -860 146.8
Operating profit 3,903 6,280 -37.9
ROS (return on sales) in % 6.0 9.0 -3.0ppt.
Financial result 1,097 1,423 -229
Profit before tax 5,000 7,703 -35.1
Income tax expense -811 -1,443 -43.8
Profit after tax 4,189 6,260 -33.1
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