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[bookmark: _Toc57420106]Introduction
The global car manufacturing industry is going through a great time of change. Global connectedness, changing consumer demand and technological changes are the key factors driving changes in the car manufacturing industry. Industry players are considering to include innovative changes like autonomous driving and electric-powered vehicles in their product portfolio and business models (Kauerhof, 2017). Moreover, due to current COVID-19 pandemic, the car manufacturing industry is suffering an unexpected phase of great loss and decline in sales. However, the current pandemic is expected to be end soon and several researchers have expected the growth in global car production in light of increasing affluence in emerging markets and growing population levels. It is expected that 110 million vehicles will be produced by 2025 (Wagner, 2020). This creates great confusion and uncertain situation for car manufacturers. therefore, this report is prepared to gain an understanding of the current situation of the car manufacturing industry in the global market. in the context of the global brand 'BMW', this report will discuss the current external and internal market environment of a car company and also provides recommendations for achieving competitive advantage in the market.


[bookmark: _Toc57420107]About BMW
Bayerische Motoren Werke AG (BMW) is a global brand that is renowned for manufacturing luxury automotive and motorcycles. The company was founded in 1916 by Camillo Castiglioni, Franz Popp and Karl Rapp. It is headquartered in Munich, Germany. It is the 12th largest producer of motor vehicles with production in several countries including Germany, India, China, Brazil, UK, US and Mexico. In 2019, the annual revenue of BMW increased to 104.210 billion euros and employs 133,778 people worldwide (BMW group, 2020).  


[bookmark: _Toc57420108]a) In the Context of BMW, Major forces shaping the business environment of the car manufacturing industry 
According to Shtal, et al., (2018), The business environment is made up of several external and internal factors that affect and get affected by the business activities. the external factors are the major factors that affect the whole industry and are beyond the control of any single organisation. these factors can be effectively identified and analysed by applying the PESTLE model (Morrison, 2011). This model covers the key factors forming the external environment in the industry. the PESTLE factors of BMW are discussed below with the main focus on changes in last few years:
Political: 
Common political influences like new policies, regulations and corruptions can influence the growth of BMW and other car manufacturers. the two major political factors i.e. trade war between US and China and political uncertainty in Europe after Brexit creates great big challenges for car manufacturers. it led to high tax rates and duties on import and export as well as other trade restrictions on the companies. Being the epicentre of the pandemic, china is largely criticised by other nations, that has affected the productions and sales of car manufacturers as well. BMW has powered by 15 production companies across the world and thus, can majorly hit by the increasing political tension in the world (Frue, 2019). governments are also focusing on emission control from vehicles that creates a regulatory hoop for car manufacturers.
Economic: 
Economic factors like growing disposable income, GDP and currency fluctuation etc. also have a great impact on the car manufacturers. in general, the disposable income of individuals across the world are increasing that led to increasing demand for the luxury product including luxury cars. On the other hand, China is the main source of revenue for BMW and increasing uncertainties in the country adversely affect its business (Frue, 2019). due to current pandemic, the disposal income, GDP, and currency rate of many countries are affected that may create a significant impact on BMW sales for a few years. 
Social:
Personal cars become a cultural phenomenon in developed nations like the EU and the US. These factors increase the demand for cars like BMW. BMW operates across the globe and thus, have to anticipate consumer requirement considering the differences in the cultural, political and economic landscape. 

Technological: 
Technology advancements are creating a great difference in past and prospective years in the car industry. the car industry is continuously developed and grow with technology adaption such as automatic and robotic assembly, self-driving cars, improved safety features, electric cars, hybrid cars and autonomous driving etc. are some of the common examples of technology change in the car manufacturing industry. BMW has invested a huge amount in R&D to integrate technology into its products, services and system (Taylor, 2018). 
Legal: 
Mainly the legal issues related to copyright, consumer law and environmental protection has a major impact on car manufacturing industry. stealing the designs of high-end brands becomes a major issue in the present time. e.g. Chinese brand Geely has created a car design similar to Rolls Royce of BMW that creates a threat for BMW. Moreover, in consideration of environment protection laws, the company need to make legally acceptable products. global initiatives such as the Paris agreement has led many countries to enact strict emission controls on new vehicles. This has led the automakers to expand to electric energy (Teece, 2018).
Environmental: 
Increasing environment concerns like global warming and climate change have encouraged organisations to adapt to sustainable practices. BMW has also contributed to sustainability and focused on reducing its emission with R&D in electric and hybrid vehicles. it has successfully reduced its carbon footprint in European vehicles by 42%. it is anticipated that by 2025, every third car would be assisted or propelled by electric battery (Christiansen and Strobel, 2019). Autonomous vehicles and mobility services are also expected to bring revolution in the industry in over next decade.
SWOT analysis
To understand internal factors that influence the business environment and decisions, a SWOT analysis is utilised (Gaspar, et al., 2016). BY applying SWOT analysis on BMW, the internal strengths, weaknesses and opportunities and threats to the company can be effectively traced.
Strengths
· Brand name and recognition in high-end luxury car segment with BMW, MINI and Rolls Royce.
· Continuous improvements and technology advancements in R&D helps in delivering quality, reliability and superior customer services (Taylor, 2018). 
· It has a diversified product portfolio in the automotive segment including SUV, sedans and sports cars.
· Global sales network spread across 140 countries with more than 30 plants and assembly facilities (Begley, 2019). 
· Greatly experienced in green technology since 1970 with a prime focus on electric and hybrid cars.
Weaknesses
· Controversies related to Takata airbags have led to recalling cars from across the US and other countries.
· Lacks product differentiation than competitors like Volkswagen. 
· limited brand portfolio in the commercial vehicle segment (Bhasin, 2020)
· Lawsuits on emissions in Europe and obstruction case on South Korea is affecting consumer trust.
Opportunities
· Opportunities to exploit unsaturated, emerging markets like sub-Saharan Africa. 
· Growing market and demand for electric vehicles (Taylor, 2018). 
· Increasing product portfolio by launching in different segments. 
· Expansion into an electric car and self-driving sector.
· Changing lifestyle
Threats
· Intense market competition with the major players like Lexus, Volkswagen and Mercedes. 
· the slow pace of the global economy and uncertainties caused due to current pandemic.
· Stringent regulations of government for combating emissions. 
· Possibilities of tariff increase due to current economic and political changes in Europe, the US and China (Bhasin, 2020). 
· Changing behaviour and demand for the young generation
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The above-discussed models of PESTLE and SWOT analysis have highlighted the major factors affecting the business environment of BMW. these factors create both opportunities as well as challenges for the industry players. To assess the level of influence of these factors on BMW, A porter’s five force analysis is utilised (Hamilton and Webster, 2018). This model facilitates in analysing the influence of these factors on the five key aspects of a business.
· Buyer’s power: rapidly changing customer trends, higher regulations, increasing competition and low switching cost results in the increased bargaining power of suppliers for BMW. Closest rivals of BMW are investing in R&D and marketing to capture larger market share (Kauerhof, 2017) however, brand equity, product quality and innovativeness of BMW moderate customer power. 
· Supplier’s power: in the car manufacturing industry, the concentration of supplier is higher as compared to buyers. BMW has around 12,000 suppliers across the globe and the company partners with well-known local brands to capture the local market. in India, it partners with Force motors, Draexlmaier India, ZF hero chassis and Valeo India, lear India etc. suppliers. This suggests that the supplier power is very low for BMW. With great financial stability, global presence and recognition and experience, BMW rules over its suppliers (Kauerhof, 2017). 
· Threat of substitute: higher number of substitutes affects the sales and demand for a product. The alternative transportation sources like public transportation, low-cost vehicles, etc., and existing brands like AUDI, Mercedes, Volkswagen are the key substitute to BMW products. However, the quality, prestige, comfort, luxury, safety and convenience along with customer loyalty and trust attached with BMW moderates the threat of substitute for BMW.
· Threat of new entrants: the entry and exit barriers in the car manufacture industry is very high that restrain new entry in the market. increased competition, regulations, huge capital requirements, technological issues and brand equity are some of the key factors lowering the threat of new entry in the market (Kauerhof, 2017). however, in recent years, Tesla has successfully entered the market with its electric cars.
· Competitive rivalry: competition is very high and fierce in the car manufacturing industry. rivals like Audi, Mercedes, Volkswagen, Skoda, Tesla. Toyota and Rover have a great market image and value. The existing players are continuously investing in R&D to compete in the market (Kauerhof, 2017). 
[bookmark: _Toc57420110]How the firms can position itself to gain a competitive advantage
Considering the above information, it is recommended that BMW should identify the product life cycle and develop effective strategy to maintain competitiveness and sustain in the current dynamic business environment. 
A product lifecycle generally goes through the four common phases i.e. introduction growth, maturity and decline. It helps in identifying the current state of a product and the need for improvements and developments in the company's product line (Stark, 2011).  A product life cycle model can be effectively applied here to develop an effective strategy for BMW to compete and grow in the market.
· Introduction: at this stage, new products are launched in the market. BMW can easily identify its product at the introduction stage and develop effective strategy like a marketing campaign, promotion etc. to capture the targeted market (Begley, 2019). e.g. Launch events autonomous and electric vehicles of BMW
· Growth: when a new product is increasingly adapted by market and increasing sales is achieved through it, it is known as the growth phase (Stark, 2011). BMW should identify the product at a growth level with increasing demand and sales in the current market and should focus on developing strategies to maintain and increase the current pace of sales. E.g. lowering the cost for products at the growth stage.
· Maturity: maturity phase of the product reflects the situation where competition increases and profitability reduces. at this state, several rivals identify the potential in the market and thus, offers substitute and similar products (Stark, 2011). When BMW cars sales are at peak volume and the prices are continuously dropping due to increasing competition, it is a sign of maturity and thus the company needs to adapt strategies to maintain profitability and compete with innovative marketing.
· Decline: it is the last phase of the product life cycle, where the demand for a product reduced with the introduction of improved or substitute product and sales decline (Stark, 2011). In such a case, BMW needs to withdraw a product and introduce a new product in the market to stay competitive.
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In the last few years, the Car manufacturing industry has gone through drastic changes in political, technological, economic, legal as well as a cultural landscape. Technological advancements, environmental concerns, political restrictions and rules, global economic slowdown. Changing customer perception and shift to sustainable energy are the key influencers affecting policies and decisions of the car manufacturers. global Pandemic is one of the major reasons for reducing car sales. However, it is estimated that the situation will change soon and the industry will achieve higher sales growth in upcoming years with the main advantage to the companies selling electric, hybrid and self-driving vehicles. On analysing the internal environment, opportunities and challenges to BMW, it has been founded that the company is in a great competitive position with the good brand image, trust and recognition in global market, efficient R&D and attractive portfolio. Nevertheless, the company has potential risks like the threat of substitute, changing consumer preference and high regulations that need to be manged for maintaining its competitiveness. Therefore, it is recommended that the BMW needs to adopt an efficient strategy to maintain its sales and profitability at a different stage of product Lifecycle to successfully compete in the market. 
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