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In the sector of the automobile industry here the chosen organisation is Rolls-Royce acquired by the German organisation BMW in 1998. The major frameworks such as SWOT, PESTLE, Porter’s Five Forces, Value Chain and the competitive advantages regarding core values on sustainability will be used to analyse the potential challenges associated with the company. Through this, the challenges in both the internal and external environments of Rolls-Royce can be explored.
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	Strengths
1.  	The popular brand image of Rolls-Royce across the world is associated with high quality and luxury. This strength creates a challenging situation for Rolls-Royce to maintain the similar quality in future as well.
2.  	Rolls-Royce appoints a highly-skilled workforce so that excellent care of the employees to the organisational production can be ensured. On Swotanalysis.website (2021) it has been argued as the company gives less stress on the local employment.
3.  	Execution of new projects has brought success for Rolls-Royce leading to generating good returns on capital expenditure. Eventually, it has made new revenue streams.
4.  	Rolls-Royce gets technical assistance from its parent company; however, it sometimes creates over-dependency.
	Weaknesses
1.	The premium price range of the products, such as luxurious cars, compresses the consumer segment of Rolls-Royce and thus the company is highly dependent on consumer loyalty.
2. Similarities among different models of Rolls-Royce lack uniqueness in the appearances of new models and thus only the customers inclined to the classic style of Rolls-Royce cars prefer to purchase those.

	Opportunities
1.  	Rolls-Royce has a superb opportunity to introduce eco-friendly, green and hybrid cars due to their increasing demands among the customers (Mbaskool.com, 2022).
2.  	By giving more attention to the automation of things, such as self-driven vehicles Rolls-Royce can earn more profit in comparison to traditional automobile producers.
3.  	Since the elite class people who are the central consumers of Rolls-Royce wish to pay premium prices for their desired cars, the company can produce customised cars through modifications based on their demands using advanced technology.
	Threats
1.  	Rolls-Royce has significant limitations in supplying innovative products regularly that put a negative impact on the company’s sales.
2.  	Popular brands like Audi, Lamborghini and Mercedes Benz throw potential challenges to Rolls-Royce in the competitive automobile marketplace.
3.  	According to the criticisms on Swotanalysis.website (2021), with the growing cost of fuel and raw materials, the research on future vehicles is becoming costly for Rolls-Royce creating obstacles to innovation
4.  	Due to the global presence, the currency fluctuation in several countries creates a politically and economically volatile situation for Rolls-Royce.
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	Political forces
	1.  	Anti-immigration policies in the UK have become a challenging scenario for the UK automobile industry including Rolls-Royce to access and explore skilled labourers. Since the policies of Brexit have influenced the UK to concentrate on the national-oriented migration policies, it has been sending negative signals to a highly skilled workforce and immigrants creating uncertainty in an international career (De Ruyter et al., 2019).
2.  	The instability of both European and Asian automobile markets has been affecting the functional operations of Rolls-Royce.
3.  	Rolls-Royce needs to adjust with the country in power about their course of actions due to the presence of lobbying and pressures from specific countries for the EU or US.

	Economic forces
	1.  	Since the automobile industry in the UK has contributed around £16.6 billion in 2018 to the national economy, it has created a potential economic environment for Rolls-Royce (Rhodes, 2016).
2.  	Although the consumers of Rolls-Royce are premium, the changes in the exchange rate have a little negative impact on the company.
3.  	The recession in the global platform can create an adverse economic scenario for Rolls-Royce resulting in a downfall of the company's sales and profit margin.


	Social forces
	1. In Smmt.co.uk (2020) it has been argued that the global outburst of the Covid-19 pandemic pushed the automobile industry in multiple countries to halt due to social lockdown throughout the country to combat the massive spread of the virus, it created a challenging social condition for Rolls-Royce
2. Owning a premium quality vehicle of Rolls-Royce is considered a status symbol in UK society.

	Technological forces
	1.  	In recent years, the UK automobile industry has been experiencing outstanding success due to digitalisation. Thus, excellent improvements in technology have been acting as a force behind the planning for innovative and more efficient, cleaner and safer vehicles Rolls-Royce.
2.  	Increase in the affordability of technologies, such as, the use of sensors to create connections with the factories and drawing on data production by the competitors has been throwing serious challenges to Rolls-Royce to cope with the scenario (Hawes, 2017).


	Legal forces
	1.  	Rolls-Royce is liable to abide by the rules of the Employment Act 1996 to ensure the holiday pay, minimum wages, sick pay, paternity or maternity leaves and so on regarding the maintenance of employee rights that can negatively impact the company’s profit margin.
2.  	By following the Equality Act 2010, Rolls-Royce can create an anti-discriminative working environment making the employees satisfied.

	Environmental forces
	1.  	Arguably, the UK appears to be using environmentally sustainable technology and innovative transport in the global platform (Smmt.co.uk, 2021). Inclination to green transport has therefore become a challenge for Rolls-Royce to follow this eco-friendly trend while manufacturing the vehicles.
2.  	Since the UK government, charity organisations and private corporations have taken initiatives on spreading information and guidance about less plastic waste, recycling and eco-friendly goods, it can affect the usual functions of Rolls-Royce.
3.	Adverse weather in the UK can often create obstacles in the supply chain management of Rolls-Royce.
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The threat of new entrants
The market of automobiles is very costly to place their foot. In this case, Rolls-Royce is owned by BMW and their total asset figure is 229.5 billion euros as per 2021 reports (Carlier, 2022). On the other hand, if the government may provide investment in the R&D of the new automobile companies the new companies can place better challenges on Rolls-Royce.
Bargaining power of customers
The major competitors such as Ford, Volvo, and Jaguar are providing premium luxury cars to the customers as well. Therefore the bargaining power to choose alternative cars is also increasing for the customers (Studycorgi.com, 2021). Despite bargaining options, loyal customers such as the UK government always stay with the company.
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Figure 1: Porter’s Five Forces analysis
(Source: Self-created)
Bargaining Power of Suppliers
Maintaining trust and loyalty with the suppliers is good and challenging for Rolls-Royce. The company works with big luxury car suppliers and they have some influence in the market to manipulate the bargaining for the parts. Hence the company can face some challenges to buy parts at higher prices. However, the bigger car manufacturing companies like Rolls-Royce have multiple suppliers to control that bargaining power.  
Competitive Rivalry 
The major competitors of Rolls-Royce are Audi, Jaguar, Ford and so on. However, in recent times Tesla has created a rivalry in the luxury automobile industry with its electric vehicles as well. The prices of the cars also compete with each other to grab the market. Similarly, Rolls-Royce is also facing serious challenges from its rivals in terms of EVs in the market. Rolls-Royce does not have any electric vehicles yet on the market. However, they are planning to launch their first EV in 2023 (Zerrenner, 2021).
The Threat of Substitutes
Rolls-Royce provides luxury cars to the global market. Eventually, electric cars are the major substitutes for the luxury non EV car brands in the modern market such as Tesla. Therefore it is a bigger challenge to the company than those other eclectic car brands as well. However, Rolls-Royce has announced plans to replace all cars with electric cars by 2030 which is a long way off compared to other substitute options (DeMattia, 2022).
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Primary activities:
Inbound Logistics 
Maintaining the raw material to develop a luxury-finished car is a challenging aspect for Rolls-Royce. The major challenge of inbound logistics is to maintain a steady focus on each characteristic of transformation from start to finish of car development.
Outbound logistics
Delivering luxurious Rolls-Royce cars to customers is outbound logistics. However, in terms of quick and emergency delivery, maintaining the schedule from the initial stage to the transformation and handling optimal cost and quality assurance to satisfy the customers is crucial (Byrne, 2018).
Operations 
Rolls-Royce itself operates in 50 countries whereas BMW operates in over 140 countries. Rolls-Royce has nearly 133 car dealerships in the entire world (Press.rolls-roycemotorcars.com, 2019). However, maintaining the brand value in each country and dealership is a challenging perspective for Rolls-Royce.
Marketing and Sales
Being a subsidiary of BMW Rolls-Royce has to face challenges in being compared with Rolls-Royce Plc in terms of marketing. Due to those Rolls-Royce motors has to address a press release to decline the similarities between both the companies (Press.rolls-roycemotorcars.com, 2020). However, despite the Covid-19 pandemic, the company has registered their biggest sales in 117 years of history. 
Services
BMW Group sells luxury cars under the name of Rolls-Royce. However, in the time of EVs, Rolls-Royce is lacking in this part and they don't have their EV car on the market, which is challenging for them to sustain in the global market.
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Figure 2: Value Chain Analysis
(Source: Self-created)
Support activities:
Technology
Advancement in the EV industry with the first Rolls-Royce EV cars in 2023 shows their technological advantages. However, transforming all the models into EVs by 2030 is a challenging one due to the shortage of semiconductors.
Human resource management
Over 121994 employees work in BMW and 19.9% of them are female. Similarly, 17.2% hold managerial roles. However, their main challenge is to maintain a balanced work composition in the workplace.
Procurement
The majority of the raw materials of Rolls-Royce come from Germany and Eastern Europe. They distribute the materials at their other places. However, challenges are embedded in their supply chain to distribute those materials.
Infrastructure
Infrastructure management activities can provide the company with a better value chain by reducing the overhead cost. They need to take this challenge wisely to upgrade the infrastructure for better productivity.
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The growing levels of greenhouse gas in the global atmosphere leading to the acceleration of global climate changes have encouraged Rolls-Royce to focus on the production of cleaner and safer vehicles with more competitive power. Apart from this, in Rolls-royce.com (2018) it has been criticised that Rolls-Royce’s determination to create an inclusive, resilient and net-zero carbon future reflects their step towards sustainable practices by maintaining core values. For example, in 2020 the company has joined the UN Race to Zero and UN Business Ambition for 1.5 degrees Celsius. Thus, it has strongly been argued that the practising of social, environmental and ethical business activities has supported Rolls-Royce to create responsible value leading to the gaining of competitive advantages.
As a part of the core values in Rolls-Royce, the management is also quite sincere to put great value in listening to their different stakeholders, such as government, investors, partners, employees, consumers, local communities and industry regulatory bodies along with delivering responses to their opinions. In Rolls-royce.com (2022) it has however been criticised that the ‘Safety, Ethics and Sustainability Committee’ of Rolls-Royce strengthens the approach of the company towards the maintenance of core values to governance and risk management. Based on their values and behaviours in achieving competitive advantages, Rolls-Royce follows a specific set of sustainability principles as mentioned below:
· Putting a positive contribution to the local communities
· Understanding and reducing the negative impacts on the environment, especially in climate changes
· Ensuring Zero Harm to the stakeholders
· Adopting circular business practices for minimising the demand for safeguarding supply and virgin materials
· Considering ethical implications of entire business decisions and performing with integrity
· Being honest and transparent to report and communicate with the key stakeholders
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The entire discussion brings out the fact that Rolls-Royce has not only been facing challenges in their internal activities and business patterns regarding production, but also the external factors like market competition, changing consumer demands and climate have also been acting as serious considerations for them. In their global operations, they should sincerely consider and focus on these challenges and find suitable survival options to get success in the automobile industry.
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