
An Analysis into the Decline of Ford
avid

ABSTRACT
10th January 2020- an in depth analysis of the current problem faced by Ford motor company. The report will look at the nature, scope and impact surrounding the main issue. Analytical tools will be used such as SWOT and PESTLE to identify conversion strategies in addition to the macro environment impacted. The result of this report will give potential solution and an action plan to resolve the problem found based on this report.




Executive Summery
Ford Motor Company is under financial difficulties according to Wall Street trade centre. With shares falling and no signs of confidence in Jim Hackett plan there is a call for concern. Things don’t seem to be moving any faster and Hackett hasn’t been very transparent to press conference about his figures or strategies. There are a lot of changes happening within America, the European Union and the demand of vehicles in Asia. 
[bookmark: _GoBack]Ford has strength that can be utilised to combat some of its weaknesses and defiantly can be used in its opportunities. For example Ford is renowned for its original vision “manufacture of inexpensive automobile”. Going back to basics may help Ford to restructure the business and how it manufactures its product. It might be time for Ford to step back and see why Toyota is classified as number one manufacturer and producer in the world. This report investigates into how Ford benefit from using TPS (Toyota Production System) in the current market to help them make profits and entice potential investment. 
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[bookmark: _Toc445040833]1.0 Introduction

Laura James requested this report on The 14th December 2019 from The Problem Solving department at UWTSD. Yasmin Khalil completed the report on The 10th January 2020.
	
	
	



	
	
	



The purpose of this report is to provide an in depth analysis of the current problem faced by Ford motor company. The report will look at the nature, scope and impact surrounding the main issue. Analytical tools will be used such as SWOT and PESTLE to identify conversion strategies in addition to the macro environment impacted. The result of this report will give potential solution and an action plan to resolve the problem found. 
	
	
	





2

[bookmark: _Toc445040834]2.0 Finding

[bookmark: _Toc445040835]2.1. Company Background

Henry Ford was the founder of Ford Motor Company in 1903, which then went on to becoming one of the biggest and most profitable manufacturers globally. Ford began its journey from America in its small suburb of Detroit and becoming a multination automaker. For over 100 years Ford family members have controlled it, making it one of the largest family controlled companies in the world. Ford serves areas world wide except Cuba, North Korea, Iran, Sudan, Japan and Indonesia. 
The Ford family have a minority ownership of the company listed in the New York Stock Exchange but have the majority of voting power.
The company sells anything from automobiles to commercial vehicles such as cars, performance vehicles, MPV, SUV, Trucks and Van. They are now on the mission to create the first self-driving electrical car. 

[bookmark: _Toc445040836]2.2 Issues currently faced by Ford

The investigator looked into the Nature of the problem, versus the Scope of the issue and the greater Impact it has around the people, business and future social environment. This is based on the case study “Ford CEO’s thoughtful approach fails to win over Wall Street” (Naughton, 2019).
In the case study several issue were identified such as, shares have decreased by 22% after Jim Hackett become CEO for the last 20 months, the Sedan model was discontinued, losing their American heritage by collaborating with Volkswagen and Bill Ford is hesitant in being transparent with financial figures or job security. 

[bookmark: _Toc445040837]2.2.1 The Nature, Scope and Impact of Ford

At first glance the nature of the problem seems to be stemming from the new CEO Jim Hackett, who has been in his role the last 20 month. His consistent ‘over promising’ but under delivering has been noticed in the industry. However the real issue that is causing this dominos effect is due to shares consistently dropping. Shares have not improved since Jim Hackett has been leading the company and therefore Wall Street seem to have lost their faith in his action plan and competency. His slow methodical approach in implementing the new structure is likely to be because of the risk factor of losing more value.  With no room for mistakes the new structure has to be resilient and innovative to catch new shareholding possibilities but most importantly add value to the business.

Moving slowly is creating problems with the stakeholders internally and externally. With no indication of the long-term or short-term plans for the infrastructure this is becoming the scope of the problem. Shareholder and investors are losing money therefore company is losing its value. Public perception of the brand has started to change especially after the backlash of their new collaboration with Volkswagen.  Although in this case study Ford hadn’t closed down their plant as they shifted away from the making of the Sedan to make room for the more favourable SUV and Trucks, announcements were made in the UK that Bridgend plant will be closed by September 2020, staffs morale and engagement will be affected (BBC Wales, 2019). Jim Hackett’s role may also be at risk if he continues to not have the buy in of the industry. 





Affects of the impact will be hugely devastating as Jim Hackett will be known for his failure to deliver results and his unwillingness to answer simple question or even managing his time. His reputation will be demolished and he will not be trusted to lead any other businesses.

Due to Hackett’s behaviour, future stakeholders may see Ford as a high risk and therefore will not invest, losing new opportunities. Other car manufactures may see Ford’s slow progress as a gap in the industry, an opportunity to produce product faster and at a higher quality, therefore taking Ford’s customers. 

Shareholders will be less likely to buy into Ford and therefore the process of work will slow down again, profit margins will be small and more job cuts maybe implicated. 

The same year that Hackett announced discontinuation of the Sedan and he reassured that plants would only change over to manufacturing the demand of SUV’s and Trucks. However few months later Bridgend plant was announced to be shut down. Loss of 1700 jobs in Bridgend will have an impact on its community and economy because it was the highest employer in the area.

Closing down plants normally suggests that there isn’t any other use of the employee e.g. redeployment can’t be suggested. Time and money has been invested into these employees. They could be losing some of their best employee to rival competitors. 

Likely hood of unemployment will rise which is bad for the economy, as local business will be affected. Family home will be affected e.g. marital relationships may break down, divorce rates may go up, repossession of homes by banks, mental health issues may increase, food quality will decrease in homes and physical health becomes worse, this then leads to pressure added to the health system. Criminal activity will increase and community will be prone to be exposed to violence and criminal life style. Children, whom are exposed to violence as victims or as witnesses, are often associated with long-term psychological and emotional issues. They are at a high risk of engaging in criminal behaviour in their adult life and falling into the cycle of violence, drug abuse and alcoholism. This then leads to a community of adults suffering with depression, anxiety, and post-traumatic disorder (Department of Justice, 2017).





[bookmark: _Toc445040838]2.3 SWOT Analysts

A SWOT was conducted to help identify where Ford’s Strengths, Weakness, Opportunities and Threats lie. The SWOT produced during this investigation is located in the appendices. After looking at the SWOT that was undertaken the reader will notice there are many strengths that can combat the weaknesses and integrate into the opportunities but also can go on to tackle Ford’s threats. 
Considering the Nature of the problem being shares consistently falling over the last 2 years the SWOT shows there are areas Ford can focus on that could potentially help increase sales figures. Ford is globally recognised and has the second most loyal customer base but it has a poor reputation amongst some of its European and Japanese rival. In America Ford was announced America’s top selling car brand for the 9th consecutive year (Bekker, 2019). It would be in Fords favour to try and get the same brand loyalty from other parts of the world e.g. China and India. However both countries are under some crisis with the new 25% tax tariff. Since the campaign in 2017 Donald Trump's intentions were always clear about charging a higher tax rate for importing or trading from overseas. He made an example of General Motors, who currently manufacture vehicles in Mexico, as he wants American businesses to use the current US capacity. His intention was always to divert businesses away from manufacturing overseas. (Market Line, 2017, p.2)
[bookmark: _Toc445040839]2.3.1 Strengths

· Globally recognised- the second industrial revolution Henry Ford introduced the moving assembly line. This enabled them to produce their vehicles cheaper and faster than anyone else in the world. 1920 Ford Motor Company represented two thirds of the automobile market. (Flink, 1988 p.117-118)

· Global supply chains- ford have great relationships with suppliers in North America, Europe etc this reduces there product lead times from 37 months to 24 months.  (Tayur, Ganeshan and Magazine, 2003, p.679)

· Large network in 62 countries- Henry Ford II gave Ford a global presence by looking abroad for alliances and investment. This company had huge exposure when he bought a stake in the Japanese carmaker Mazda and saved ford when there was domestic car market collapsed in 1970’s. (Witzel, 2005, p.179)
[bookmark: _Toc445040840]2.3.2 Weaknesses 

· Dependant on the U.S. market- United States accounts for 60% of the net revenue of Ford motors in 2018. China’s position as the leading automotive market has continued to grow stronger but, Ford’s position in Asia is not strong enough to reduce its dependence on the US market. (Pratap, 2020)

· Product recalls 2019- ford have shifted to making more SUV however after focusing on making the more favourable motor they clearly failed on their quality control and therefore caused a recall of 576,000 vehicles. They had several problems such as weak seatbacks, loss of power steering in cold weather, over heating break pads and corroded battery junction boxes. (Szymkowski, 2020)

· Decline in net income- China has the second-biggest market demand for its mass-market Ford brand and sports utility vehicles, however vehicle sales fell for a third consecutive year in China by 26.1%. (CNBC, 2020)


[bookmark: _Toc445040841]2.3.3 Opportunities

· Manufacturing optimisation (TPS)- Toyota Production System (Lean Manufacturing) just-in-time and no waste concept would be beneficial to ford. Only making products that customers want and doing it at a faster time scale than anyone else in an eco friendly way. (Ohno, 1998, p.2) according to bizvibe.com Toyota is the number one manufacturing company in terms of revenue and production (Bizvibe, 2020)

· Focus on ECO friendly cars at affordable prices- Ford were renowned for his revolutionary vision “the manufacture of an inexpensive automobile made by skilled workers who earn a steady wage” (Biography, 2017) and this vision could continue. Currently there is a big problem with global warming and electronic cars are out of normal working class citizen price range. It would be a beneficial that Ford find a way of making an electronic car that looks appealing and at an affordable price. (Farfan, 2020)

[bookmark: _Toc445040842]2.3.4 Threats
· Price increase for raw materials- because of the Tariff Tax in America it means that suppliers are having to pay more to supply their clients with materials. This is why prices have gone up for American business. Suppliers charge more for their good so that they can afford to serve their clients in America. 

· Donald Trumps tax tariff- 10% charge for imported aluminium from the UK, however hot rolled steel prices have jumped 28%-40% per pound over the past year. In September, CEO Jim Hackett stated that the tariffs cost the company $1 billion in profits. (Sedgwick, 2020)

[bookmark: _Toc445040843]
2.4 PESTLE Analysis

The investigator used PESTEL framework to see what macro-environmental factors has affect on the business current situation. This will allow the reader to gain an understanding on the external factors that have an effect on Ford or vice versa.  
[bookmark: _Toc445040844]2.4.1 Political
The international political scenario provides both threats as well as opportunities for Ford. Britain has not come out of The European Union with Brexit, this can now result in a negative impact in these markets. Nothing is certain yet however The UK stands to lose access to free trade agreements with other European countries. This may lead to reduce demand in that market and with increased tariffs on imports/exports this will only call for delays at the UK border. However this might cause the government to come up with incentives for trading. There are other countries are demanding for automobiles. This will give opportunities to look at other ways of stepping up to demands in Asia, South America and Brazil. (Farooq, 2020)
All of these things can have a dominoes effect on the other parts of PESTLE such Social, Economical and Legal segments. 
[bookmark: _Toc445040845]2.4.2 Social
In the appendices the reader will find the second image of UK’s key manufacturing sites. It shows the demographic change that will be taking place. The local economy will have the back last and therefore our resources will be over stretched e.g. council houses and job seekers benefits.  This will lead to consumer trends to change and therefore a life style change. Bridgend plant closing down shows that there is a problem with what was once known as the leading car manufacturing company Ford, which will now insinuate a change of attitude towards the brand from members of the public. Overseas colleges can see what has taken place. This may affect moral in overseas work place. A sense of worry in current staff members just in case they are unaware of how bad the situation is. In Bridgend this will more than likely cause high unemployment areas, high rate of divorce, low incomes homes will have lower quality of food which can lead to frequent illness and therefore the NHS will have added pressure for demand. Criminal offences may also fluctuate due to low income and added pressures of society. This will then add more pressure to our criminal justice systems. 
Investigator can see how all of these scenarios can link in with all of the other segments of PESTLE. 
[bookmark: _Toc445040846]2.4.3 Environmental/Ethical
In Europe, emissions standards are causing automobile companies greater problems. Air quality and taxation changes have led diesel sales to drop, contributing to a 7% fall in new car registrations in the UK in 2018. Tougher challenges by governments introducing a new CO2 emission standards, to tackle global warming, but this make building vehicles more expensive. From 2021, manufacturers will face fines in the EU if the product breaks agreed emissions limits. These targets are expected to progressively get tougher.  "Carmakers have to add on average €1,000 of content to cars to make them comply with the new rules," says Arndt Ellinghorst, an automotive industry analyst at Evercore ISI. (Thomas, 2020)
Which could lead to consumers being less likely to buy and further slowing down of the market. All of this in long-term aspects can have a knock on effect on the Political, Social, Technological segments of PESTLE. 
[bookmark: _Toc445040847] 
3.0 Conclusion
It is clear to see that Ford Motor Company is under financial distress. With shares falling and no signs of confidence in Jim Hackett plan from Wall Street it is a call for concern. Things don’t seem to be moving any faster and Hackett hasn’t been very transparent. There are a lot of changes happening within America, the European Union and the demand of vehicles in Asia. 
Ford has strength that can be utilised to combat some of its weaknesses and defiantly can be used in its opportunities. For example Ford is renowned for its original vision “manufacture of inexpensive automobile”. Going back to basics may help Ford to restructure the business and how it manufactures its product. It might be time for Ford to step back and see why Toyota is classified as number one manufacturer and producer in the world. 

[bookmark: _Toc445040848]4.0 Options
The investigator has provided some solutions to Ford strategic and operational problems. The CEO going forward should consider all of the following suggestions. The options have all been derived from this investigation. 

· Shut down all foreign plantations- 
Considering Trump new Tariff tax this will free up equity and recourses. It will also help focus all development of staff training in the current ford plants in America.

· Invest in young ambition individuals-
Having a new young force within a business will help encourage change. This will also make it easier to change the dynamic within the business. You could head hunt young engineers in college and take them on for work experience with a potential of a job offer. Ford can train and develop them into multi-tasking highly skilled engineers. This will encourage internal promotions etc.

· Firing unskilled staff members-
With change of dynamics the business will have to make some hard calls and that is to give early retirement/redundancy to the older/ unskilled / less skilled employees. It is important that productivity can be achieved and everyone is capable of multi-tasking.

· Adopt Toyota Production System (TPS)-
Employ a small management team who are highly experience in TPS businesses. It is time to re-look our current system and now implement the system of a company that is regarded as number 1 manufacturer in the world. Lean manufacturing will allow us to cut down our wastage of raw materials and focus on what our clients want from us. The system also concentrates on quality control, which will save Ford billions on recalls.

· Get the buy in from Wall Street by being transparent Ford Motor Company new vision. Retraining of show room sales managers – be transparent with the plan and have them involved but getting them to do follow up call backs with clients. Feedback will help identify what features are important to keep on new models. 

[bookmark: _Toc445040849]5.0 Action Plan
5.1 What will be implemented
Ford will apply Toyota Production System concept 
Jidoka
Enables you to spot problems and taking action to correct faults at any stage in the production process. Machinery will automatically detect issue and safely stop so that an inspection can be carrier out and adjustments can be made. Information is shared with all other engineers and operators can continue working on other machines. This will helps prevent problems from happening again while maintaining high productivity and controlling quality.

Just-in-time
Making only what is needed, when it is needed, at every stage of production. This means there is no waste, consistent quality and a consistent flow of production. It requires the production line to be stocked with all the right part’s, in the right order at the moment of production begins. Inventory levels are never too low or too high. Parts are only delivered as you use them up, which enables you to have no interruptions and process wont slow down. The just-in-time process has to be providing an automatic, real-time method to replenish parts at the line side and keep minimal stock. 
5.1.1 Communicated to
This will be a long term change and it will not happen over night so it is important that everyone is aware of what is happening to the future of Ford.  This information will need to be communicated to the owners, employees, shareholders, creditors and suppliers.
5.1.2 Monitoring
Targets are specific and the idea is to save money by having less wastage and making sure ford is on top of their quality control.
All this data can be monitored but area supervisors or managers. Data can be put into a spread sheet and figures can be analysed every quarter. Depending on results the target of 25% can change to make it realistic. 
Productivity can be measured on a daily-weekly basis. This can be calculated in the format of how long does it take to make one car against labour cost. Target is to increase Productivity by 15% to last year. This gives them time to make changes on how to do things faster and efficiently.
By using the Jidoka system it will help control the quality of product Ford is distributing which, will then lead to less recalls and therefore it won’t eat into the profits. This can be monitored on a yearly basis.

5.1.3 Reviewing
By asking the right questions Ford should be able to use this template to keep changing things for the better. Ask the following questions;
Have the objectives been met?
How effective was the strategies?
Has the decision impacted any other areas of business?
What can we do next to improve our result?


[bookmark: _Toc445040850][image: Macintosh HD:Users:Yasmin:Desktop:ford swot.jpg]6.0 Appendices
A SWOT analysis conducted by the investigator after thorough research into the business is displayed below:
(Business Strategy Hub, 2019) (Farooq, 2019) (CNET, 2019) (Ohno, 1998, p.2)
[image: Macintosh HD:Users:Yasmin:Desktop:Screen Shot 2020-03-05 at 15.27.15.png]
Below is an image of facts and figures taken from BBC New (Thomas, 2020). Here are the key areas which automobile manufacturing take place:


	Decision implemented:
Toyota Productions System (just-in-time and JIT)



	Monitoring the decision:

	Resources:
Management – highly trained in TPS businesses 



	Key Indicators:
· Raw material wastage 
· Productivity rate
· Quality control (recalls)


	Targets:
· Cutting wastage by 25% each quarter
· Productivity to increase by 15% to last year
· 50% less recalls from last year


	Data Sources:
Data will be collected via the company computer keeping track of raw material costs against how much is wasted. 



	Reviewing the decision:

	(Write here how you will evaluate/review the problem. What questions will you ask? Etc)
· Have the objectives been met? And if not what procedures do we need to put in place that will be stricter and more detailed?
· Assess the cost and how much have we saved for the year compared to last year?
· Has the decision impacted any others areas of the business?






	Communicating the Decision:

	Internal Stakeholders

Employees

Owners

Managers 

Other company representatives 




	External Stakeholders

Suppliers

Creditors 

Share holders


Template for Monitoring, Reviewing and Communicating a Decision 
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