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	Problems in companies happen all the time, often things can go wrong and managers can missed many opportunities. Melinteanu Consultancy LTD is an experienced company that offers personalized and precise solutions for their clients in order to anticipate, prevent, identify and fix the problems they face.
	Ford Motor Company is struggling with earnings over Wall Street. 
	This document analysis the root of the issues and offers the steps to be followed to minimize the impact, to turn the decline into growth, to increase profits and the welfare of the business.  
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The current report provides an analysis of the problems that the Ford Motor Company faces based on the case study. The Ford Motor Company is also analysed using the analytical tools like SWOT and PESTEL. The report includes strategies that Ford Motor Company could follow for the next years.
	The present document was requested by Maria Heffernan for Ford Motor Company at 2nd November 2019.
Melinteanu Consultancy LTD realised the report and provided to beneficiary at 7th January 2020. 
In the elaboration of the report, all the factors present in the case study were considered. In order to establish a clearer picture of the difficult situation faced by Ford, various sources of information such as newspapers and electronic journals like Sky News, Reuters, BBC, CNBC, News18, Forbes, The Guardian and many more have been used. In addition, official statements published on the Ford site or their partners, as well as on the European Union site, were analyzed. 
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[bookmark: _Toc29151383]2.1 About Ford Motor Company 
	[image: ]
The Ford Motor Company, founded by Henry Ford in 1903, has revolutionized the industry repeatedly. It is probably one of the best-known car brands in the world and as a symbol of American innovation, as part of US top car manufacturers. The company produces and distributes vehicles on six continents. 

2.1.1 History of Ford
	Ford Motor Company (2019) shares a part of their 100 years history. 
The first Ford car was built in the Mack Avenue facility in July 1903, following the formation of the Ford Motor Company. The successful Model T was introduced five years later, in 1908. Due to the rapid development, Ford has introduced new mass production methods. The development of the company continued with the opening of the first branch in Kansas City, Missouri in 1911 and with the first factory abroad in Manchester, England.
	Through 1923, the company produced over half of the American automobiles. By the late 1920s, Ford had more than 20 overseas assembly plants in Europe, Latin America, Canada, Asia, South Africa and Australia.
	Ford had purchased the Lincoln Motor Company in 1922 that would produce the Lincolns and Continentals comfort of Ford.
	The Ford Motor Company began limited diversification in the 1950’s and 1960’s, but by the 1990’s it had concentrated on its automotive and financial services.
	Between 1990 and 2000, Ford purchased the Jaguar, Aston Martin, Volvo, Land Rover, and part of Mazda. The problems that arose in the following years caused Ford to give up these acquisitions.
	The dynamics of the automotive industry makes Ford focus on electric and autonomous cars, give up some models and keep only the profitable part of the business.

2.1.2 What products does it offers
The Company operates in four segments: Automotive, financial services by Ford Motor Credit, Ford Smart Mobility LLC and Central Treasury Operations. It pursues positions of leadership in electrification, autonomous vehicles and strategies for mobility as well.

[bookmark: _Toc29151384]2.2 Problems that Ford Motor Company faces 
	Analysing the case study, it can be easily seen that Ford Motor Company is struggling with earnings over Wall Street. Investors consider that Chief Executive Officer Jim Hackett takes decisions in slow motion. He is the man that supposed to make things running fast, to develop strategies and make decisive decisions. In response to his hesitations, despite the $ 11 billion restructuring promises, earnings fell about 27 percent to $ 7 Billion and shares lose value.
2.2.1 Where the problems come from
	The decline of a company like Ford cannot come from a single problem. A detailed analysis reveals different roots of the issues.

2.2.2 Identification (Nature)
Talking about the FY2018, James P. Hackett, CEO of Ford, says 
‘it was a challenging year, in that we were hit by some headwinds outside of our control and, frankly, poor performance in some parts of the business’. (Motley Fool Transcription, 2019)
That means Ford faces two types of issues: externals and uncontrollable and internals.

Classification
Strategic problems: Increasing rentability by redesign the business in a more sustainable and profitable way. This is possible with higher-performance products and services, innovation in production plants, orientating offer according the market needs and trends. As their motto says: ‘Go Further’.

Operational problems: Fees, negative currency exchange rates, consequences related to Brexit, raw material costs are included here.
A major problem that Ford faces is lower sales on the Chinese market.
Jim Farley, Executive Vice President for Global Markets told that shortcomings for that are ‘dealership profitability, excess inventory and a lack of a fresh lineup of new vehicles’ (CNBC, 2019)
The same downward trend can also be seen in India, where in August 2019, Ford India reported a 31.4% decrease. (News18, 2019)
	We can say that this is a diversion problem as sales continue to fall despite new models recently introduced on the market.
	Hackett points the new direction: ‘We’re going to feed the healthy part of our business and deal decisively with the areas that destroy value.’ (Schoenberger, 2018)
Ford reworks its line of products-ups around the world and concentrates only on producing its most successful products. This generates consequences like:
· Closure of engine plant in Bridgend, south Wales
· Closure of engine plant in Romeo, Michigan (Shepardson, 2019)
· Shut down Brazil's oldest plant (Reuters, 2019)
· Reducing production costs through layoffs
· Reducing the range of cars for classic markets
	
2.2.3 Scope
	The Guardian (2019) said Ford has confirmed that it will be shutting its Bridgend engine plant in September 2020 with the loss of 1,700 jobs.
	BBC (2019) has reported that by the end of 2020, Ford plans to cut about 12,000 jobs throughout its European operations.
Reuters announced that Ford Motor Company is cutting around 450 jobs at its Oakville assembly plant in Ontario, Canada. (Reuters, 2019)
Spending related to recalls of vehicles with defective equipment were recorded.

2.2.4 Impact
	The carmaker tries to reduce costs and restructure their operations in the areas where is losing money. This strategy involves drastic measures with a strong impact on local communities, such as closing factories and reducing staff. The effect of these decisions is on the employees, their families, the partners that complete the economic chain and the whole society. Before every jobs cut, the company have to meet to the same table works councils, trade unions and government representatives in order to provide the best support and to find optimum solutions.

[bookmark: _Toc29151385]2.3 SWOT Analysis of Ford Motor Company 
	
	[image: ]

	
	



[bookmark: _Toc29151386]2.4 PESTEL Analysis 

	PESTEL analysis on Ford reveals the environment in which the company operates, clarifying the factors that led to the existing situation.

[bookmark: _Toc29151387]Political Factors
	There are some concerns on the UK market, after Brexit, if a no-deal disruptive UK exit from the EU will occur, of what would happen to car prices and sales.
	
[bookmark: _Toc29151388]Economic Factors 
According CNBC (2019) sales fell by 37% in 2018, following a 6% fall in 2017. 
	In China, Ford's sales fell 35.8% in the first quarter and 21.7% in the second quarter. In the third quarter, the automotive company lost 37.7 %, while its luxurious Lincoln division fall by 24.1 %. During the next five years, the automaker plans to introduce more than 50 new models, including electric cars.
	The loss generated by the South American business amounts to 678 million US dollars. In response, Ford has reduced costs with wages with more than 20% and this year in São Bernardo do Campo in Brazil, they will stop production. (Miller, 2019) The causes that led to these losses were the monetary devaluation and the unfavorable exchange rates.
	Rising prices for raw materials like aluminium and steel costs Ford over 1.8 billion in 2018.
	Shanks CFO of Ford reported the cost of nearly $750 million, as a direct result of Trump's tariffs.
	Expenses related to recall in service of vehicles equipped with defective airbag inflators made by Japanese supplier Takata raise up to $775 million. (Rosevear, 2019)
	
[bookmark: _Toc29151389]Social Factors
	People increased interest on high quality, clean, safe, interactive, smart and economic vehicles.

[bookmark: _Toc29151390]Tehnological Factors
The Ford Motor Company and Volkswagen will invest about $7 billion in the Argo AI platform, the autonomous vehicle technology company based in Pittsburgh, a development that gives every car maker the ability to independently incorporate the self-driving technology into the cars they are expected to build in the US and Europe. (Chanthadavong, 2019)
	At the Frankfurt Motor Show, Ford Motor Company made its debut a series of new electrified vehicle models and the ' Go Electric ' concept. (The Drum, 2019)

[bookmark: _Toc29151391]Environmental Factors
	Diesel cars continued to lose popularity with consumers, while sales of petrol vehicles and alternatively powered cars increased. 
	The auto market pays more attention to the products with low CO2 emissions, fuel consumption, reducing the impact on climate change.

[bookmark: _Toc29151392]Legal Factors
	On February 1, 2019, the strategic partnership signed between the European Union and Japan entered into force, eliminating customs duties for a wide range of products including cars. This gives the competition an advantage. (European Commission, 2019)
	Council of the European Union updated new standards for CO2 emission targets for new cars and light-commercial vehicles that will apply from 2021 in the European Union. In addition, The European Parliament adopted a resolution on autonomous mobility in the European transport.
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	Ford Motor Company, which has made the planet more mobile and brought cars closer to the mass market, will continue to innovate the auto industry. But they need to find the perfect balance between quick financial results and sustainable solutions for a long term business. 
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	Considering that Ford is a global company, the analysis of problems must be structured by region. 
	For US market, Ford must fill the gap produced by the withdrawal of sedan models.
	In Europe, they must focus on high quality products, fuel-efficient, high level in performance and safety, in line with EU standards and customer requirements.
	For the Asia Pacific region, the goal is to diversify the range of new models, develop a network of performance-oriented distributors and reduce the existing stocks.
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In a fast moving industry with high competition, there is no room for mistakes. The only viable option is the right one. The company must develop a strategy that results in increased sales. 
This strategy must follow several steps:
· to understand and accept that it is going through a critical period that can lead to disastrous consequences
· to recognize that there is a need of change
· to find motivation for adopting new ideas
· to communicate inside and outside the company the changes to be made in order to provide transparency, to ensure control and safety as a result of changes. The movements are designed to speed up the return of Ford to profitable growth
· to associate the own brands with highly motivating values such as safety, high-performance, technology, ecological friendly, local produced vehicles
· to explore new developing areas like its own network of taxis with or without human drivers, pushing the company into a new transportation age
[image: ]			Source: https://www.insidercarnews.com/wp-content/uploads/2019/04/autonomous-Ford-Fusion.jpg 
· to produce in the place where it sells, in order to avoid the costs of import duties on raw materials and export of finished products, in addition, avoiding the closure of some production plants and their impact.
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The company will redesign classic models with high sales over time, adapting them to current market requirements. 
The models are:
· Ford Mustang and the F series for the American market, 
· Ford Focus, Escort, Mondeo, Explorer(Kuga), Mustang for Europe and Asia Pacific with specific design for each interest areas
· Lincoln Continental, Navigator, Nautilus and Navigator for China 
 All new vehicles will be powered exclusively by electric motors.
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Source: https://www.ford.com/suvs/mach-e/2021/
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6.1 SWOT Analysis on Ford Motor Company












6.2 Implementation of decisions


Announcement of the new model

Introduction of the new electric F-150
Advertising
Sets the sales and revenue target

Have you reached the motivational goal?
No
Launch the new Ford F-150

Yes



























Have you reached the revenues goal?
Monitors the value of sales
Modify the sales strategy
No
Sets new target
Yes
Continue selling, monitor the purchase motivation and launch a new model



























6.3 Monitoring, Reviewing and Communicating Decision
	Decision implemented: Introduction of the new electric F-150


	Monitoring the decision:

	Resources: Database files collected from own sources and partner companies



	Key Indicators:
· Customer information
· Customer preferences
· Market preferences
· Accounting data 


	Targets:
· sales increase by 20% in 12 months



	Data Sources:
· internal
· external (from business partners)


	Reviewing the decision:

	The following parameters are monitored in each area of interest:
· customers
· preferences and options
· pre-orders / orders
· revenues
· buying methods

The dynamics of these indicators dictate the direction and volume of the business


	Communicating the Decision:

	Internal Stakeholders

· direct meetings
· video conferencing
· internal releases


	External Stakeholders

· direct meetings
· Press Releases
· auto shows
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Strengths factors:


Brand value:  The Ford brand is globally known for its line of products and futuristic innovations that distinguish the company. According to Brand Finance's study (2019), Ford's brand value is $18,316 billion and it is ranked 93th in their report list. Forbes (2019) evaluates Ford brand to 13 billion US dollars and puts the company in the 48th position in their top.


Geographical spread: Ford is developing its business through a powerful network covering 62 countries


A large assortment of products: One of Ford's strengths lies in its diverse range of products that meet a wide range of preferences. The company manufactures and markets vehicles of various categories, such as SUVs, trucks and luxury cars, many hybrid or all-electric models.


Strong market share: Ford is one of the world's leading manufacturers. The organisation has a large worldwide market presence with a 7% global market share in FY2017.  The company has a percentage of 14.4 in the United States of the total number of car sales. (Marketing Tour, 2019)


Significant potential for research and development: Research and development activities seek to enhance performance, fuel efficiency, security, customer satisfaction and develop new products. The company invested $ 8 billion in 2017. In addition, there are actually about 57,000 active patents and pending patent applications around the world.










Weakness


Product recalls: The quality image of Ford suffered due frequent complaints about defective products and associated recalls. CNBC (2019) said that Ford issued three recalls for nearly 1.5 million Ford and Lincoln vehicles.


Low yield on emerging markets: The main profit comes from the traditional US and European markets. Ford's market share in emerging markets (like India) is not the best. These markets have high potential returns, which is why they should focus more on increasing global revenue and profitability. 


Weak Reputation: The Lincoln luxury brand is considered of lower quality than General Motors, Toyota vehicles or German brands.








Opportunities


Strategic partnerships: Cooperation with other major car manufacturers will boost Ford's performance considerably and to extend its existing business network especially in Asian markets. The company already decided to form an alliance with Volkswagen.


Increasing business: Ford invests in opening new plants around the globe (US, Spain, Romania) and expanding the Asian car market with new models.


Development of self-driving technology: Ford invested 1 billion dollars in the development of self-driving technology in 2017 in Artificial Intelligence company, Argo AI and intends to deliver an autonomous vehicle in 2021. (Chanthadavong, 2019)


Vehicles environmentally friendly: In the energy-efficient automotive sector, Ford already made major progress, however, it is still necessary for further effort in this field. The company will focus its current capacity to strengthen its position in the market for environmentally friendly vehicles.









Threats


Strong competition: Ford faces strong competition from a growing number of players in the auto industry.


Raw materials prices higher: Rising prices for stainless steel and aluminium materials has a direct impact on the margin of costs and profits of the company.


Compliance with Legislation: A wide range of regulations governing pollution levels of exhaust fumes, rules on carbon dioxide, fuel economy, noise control limits, recycling and safety standards are affecting the automotive industry worldwide. These laws have become ever more stringent. If it fails to comply with the new regulations, Ford can face serious challenges.


Slowdown of the economy: Global economic instability and currency fluctuations affect Ford's success in the saturated global car market. With declining car sales, the company has to deal with falling demand. 









Step 1


Communicate the changes to be made


The company will organize meetings with the managers, in order to establish the priorities, the targets, the methods of reporting and evaluation.


Step 2


Announcement of new models


Participation in international auto shows


Step 3


Advertising new products


Promotion in the classic press and online environment with newspapers articles, banners and media content


Press conferences will be organized to make public the business strategy for the coming years


Deadline: end of March 2020


Promotion in action movies


Creating tests and reviews with the results to prove efficiency, endurance and safety standards in order to increase interest to buy













Step 4


Launch new products


Launches new products supported by financing programs


Step 5


Monitors the effect of changes


Records the data regarding the evolution of the followers in the online environment


Step 6


Reviewing the decision


Compare the results with the targets set





Records the data regarding reservations and orders for the new models


Follows the evolution of sales


Adapt the decision accordingly













SWOT




Strengths
- Brand value
- Geographical spread
- Strong market share
- Research and development
- A large assortment of products



Threats
- Strong competition
- Raw materials prices higher
- Slowdown of the economy
- Compliance with Legislation




Opportunities
- Strategic partnerships
- Increasing business
- Vehicles environmentally friendly
- Development of self-driving technology




Weakness
- Product recalls
- Low yield on emerging markets
- Weak Reputation
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