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STRATEGIC CONTEXTS
Analyse and evaluate the impact of Globalisation on Organisational strategy and the impact on the environment

Introduction
Globalisation, the development of worldwide businesses with interdependence ever increasing through technology brought about from the 19th and 20th centuries, where the industrial revolution saw and increase in manufacturing, transportation, information processing and trade liberalisation.  The World Trade Organisation (WTO) from the 1940-50s introduced tariffs and trade so that organisations could extend variations to a wider community to minimise any gap between Political, Economic, Social and technology anomalies or allow nations more interaction to identify economies of scale.
Where the Organisational strategy is coherent with the overall globalisation picture, considering value added activities (value to the customer), globalisation has given businesses the opportunity to consider and compete according to their locations, resources and economic conditions. (porter 1990)
In many aspects world merchandise trade can be classed as one driver of the result of global strategy in a specific area, but also to consider how interaction and focus between local all the way to global, influences the behaviour of activities.
Another key component of any strategy globally is that there will also be a government strategy that has to be considered for example the sugar industry, where India are one of the largest exporters of sugar.  An organisational strategy could suggest that India could determine rates, pricing based on their needs and government issues, likewise imported products would also bring about import strategies and stringent ruling by government legislation.
This essay aims to look the transport industry and the future.  How a business adapts to issues concerning its environment, the global environment and how focus aligns itself with the dynamic issues and the ever-changing environment or rather a turbulent environment where specific markets are concerned.  How performance can be based on how the business adapts to evolutionary fitness. The structure of the organisation and how it attains its internal and external fit, by exploring linkages of globalisation this essay will examine the ways in which a business prepares.  Consideration must also be taken to the possibilities of decreased environmental stability, which can put pressure on international cooperation against fluctuations and how a business prepares for this. (market analysis) 
The word transnational has benefits in the same way a local business competes in a way that it allows you to work on several dimensions such as geographical, product and functional levels, interdependence and cooperation simultaneously. The hybrid structure allows the business for instance to operate geographically, he other being a specific product because of its resources. 
Mercedes-Benz
Germany is one of the largest economies on exportation trade, more recently Mercedes have started to outsource productivity in certain areas to allow for further expansion in more greener concepts such as a self-steering truck and electric greener vehicles. Decentralisation on productivity to reduce costs also play a major part in the globalisation of productivity for Mercedes.
The industrial world is ever changing, always the need to better oneself, indeed the ability to grow and reach one’s potential, the same can be said for businesses.  (Maslow's Hierarchy of Needs) Recently a more centralised self-fulfilment is more realised through the perceived thoughts of Brexit, naturally where locally and media reactions can worry business.  So, it is only good that a business thinks strategically where and if uncertainty lies, failure to adapt to tomorrows markets will only see the demise and the replacement of any business. To focus and maintain the strategic fit one must avoid Strategic drift by anticipating industry evolution.
“Business arenas and particularly the product markets of recent times are experiencing the global wave of technology-driven competition, globalization of manufacturing due to faster transitional flows of materials and money, shortening of product life-cycles, the need for greater integration of technologies and increasingly sophisticated customers (McGrath, Anthony, and Shapiro, 1992).”

http://eujournal.org/index.php/esj/article/viewFile/2174/2059

A good example in Mercedes Benz would be its continual growth in sales globally across all sectors of its fleet, moreover has seen continuous growth from 2011 through varied pillars (porters1996) such as: 
· Product differentiation
· Cost advantage
· Differentiation advantage
· Focus advantage

Extending its fleet from 2011 to 2015 and beyond has seen the differential in class aimed at the varied type of customer and costing based on the geographic nature. The immediate future is increasing sales and volume from 1.28 to 1.6 Million units to achieving the best automobile market in 2020.  

To achieve this Mercedes recognises the wants and needs of the environment, where more and more often humans and getting more concerned with the environment we live. Recognising this in conjunction with Tesla Mercedes adopted the recent B-Class Electric Drive, however competition such as BMW have already 3 types of fully electric units.  Here in the UK added value has aided in recent sales from government incentives realising the future problems within the supply chain such as maintenance as Daimler points out.  As such the UK encourages sales through grants, incentives to initially lower the pricing of units and investment to the supply chain, due to environmental and attitude difference. 

In its efforts to fully electrify all fleet by 2022 Daimler warns of a downturn in the global market and under utilisation of parts manufacturing which in turn could see the problems with suppliers fixed costs coverage in its aim to meet its promises.  To establish Mercedes stance globally we start off with the SWOT analysis, where it stands to make decisions, its position and internal position.  Later we will look at the porters five forces to distinguish the external environment. 
 
Strengths
· Well established brand
· Manufacturing worldwide 
· Continuous product innovation
· Financial stability
· Strong hold in the developing nations
· Product portfolio

Weaknesses
· Expensive After sales service & maintenance
· Conflicting goals of the group companies
· Distribution is stunted

Opportunities
· Growth shifting to Asian markets
· Increase in demand of premium vehicles
· Strategic Alliances
· Growing Automobile industry: Automobiles represent freedom and economic growth
· Technological advancement

Threats
· Intense Competition from other players in the segment
· Volatility in the fuel Prices
· Sluggish Economy
· High fixed cost and investment in R & D
· Government Regulations

https://www.marketing91.com/swot-analysis-of-mercedes/Hitesh Bhasin January 13, 2018

The adverse potential exists within competition such as BMW and AUDI, already BMW has adopted electric motorcycle which would rate highly in highly populated areas, such places in India and China where population density is high.  But also, where Mercedes operates globally and consideration to outsourcing to existing products to enable the 2022 line, at some stage Mercedes will take a loss through it production of full electric power. How it offsets this will only come about by future evaluation.

Transportation as noted previous concerning the WTO is to allow all to benefit from all trade on a global scale, negotiating, disputes, laws and such like. The transportation industry in china is increasing growth particularly the automobile industry, where in 2016 continuing its growth trend saw an increase in sales to a further 17% up 7.3% from the previous year.  It did this through lowering sales tax to boost sales again from the Chinese stock markets crashing in 2015. BAIC and Fujian build Certain Mercedes Benz units and popularity has been growing steadily as we can see from the chart below. Fig. 1

	
	Mercedes-Benz
All Models
2014
	Mercedes-Benz
All Models
2015
	Mercedes-Benz
All Models
2016
	Mercedes-Benz
All Models
2017
	Mercedes-Benz
All Models
2018

	January
	12.297
	19.160
	29.256
	42.077
	56.306

	February
	10.355
	12.620
	17.716
	33.862
	33.564

	March
	11.699
	17.808
	23.736
	37.243
	

	April
	10.488
	15.897
	22.430
	34.613
	

	May
	10.432
	16.351
	25.970
	37.440
	

	June
	11.231
	22.903
	27.693
	34.555
	

	July
	9.244
	23.133
	25.009
	37.205
	

	August
	11.013
	25.251
	30.895
	38.257
	

	September
	12.956
	24.904
	30.630
	37.495
	

	October
	11.654
	21.442
	29.379
	34.486
	

	November
	12.256
	25.032
	29.394
	36.936
	

	December
	15.883
	30.404
	34.582
	41.518
	


Fig.1 

http://carsalesbase.com/china-car-sales-data/mercedes-benz/


China is one of the leading countries in automobiles, since the 1950s slowly developing with the interests of the former Soviet Union, it was not until between 2002-2008 its market started to grab a foothold overtaking the US, Germany and France being second to Japan globally in production.

A major factor in the industry is the rise of the share in production, from 1994-2009 saw it increase to the leading market globally however this fluctuated. A key indicator for China’s auto industry is the rise of the share of production devoted to passenger cars, which is usually generated by rising demand among middle-class consumers.  This happened for several reasons from the early 1980s, DaimlerChrysler AG (former American Motors Corporation AMC and Renault) agreed on a joint-venture agreement with China’s Beijing Automotive Works, however had to compete with companies such as VW. 

The now Daimler AG owner of Mercedes-Benz recently won a case over china through the WTO in a depute over exports to china from the US where because Chinese manufacturers realise that American cars parts are sent in from home countries or outsources to aid development or competition one might say.  Having said this regulation on fair trade and agreements made by china previously admonished tariffs on the US until 2011, for many reasons.  The WTO where complaints can be made on agreements if broken, china tried to impose anti-dumping duties (costs are cheaper domestically) which was a violation in international trade rules. We can see from the history in china’s automobile industry from the mid-1900s they have risen to the very top in manufacturing, to more of a controlling industry based on how any complaints that have been made to the WTO.   

[bookmark: _Hlk510885436]“Where economic and social development do not occur, and populations continue growing the environment inevitably suffers” Newman, P and Kenworthy, J. (1999)

Traditionally, the primary intent of strategic management has been to facilitate a firm’s ability to use adaptive learning (Senge, 1990) to increase market share and competitive position within well-defined industry boundaries. According to Dr. Klaus Zehender, the 2020 Growth Strategy at Mercedes is aimed at developing and expanding its component supply chain and procurement programme, some of its drivers being technology/innovation, quality, reliability and cost. Doing this through integration and use of competitors as new partners allows further expansion of procurement in China, Beijing, south Africa, this promotes localised growth through utilising raw materials and parts and so open to future growth of labour also.  

Being strategic or the enterprise-wide philosophy based on core competence aims to focus on directional choices with a purpose to minimise risk to compete internally or globally focused on its future.  In terms of the Auto mobile industry we know that china are the leaders in this field, here in the UK we rely heavily in services imported goods of those goods export. is that of 77% currently. Now Brexit 2019 has created some uncertainty with 77% of the UK industry wishing to remain as part of EU.  “The message from UK Automotive is clear – being in Europe is vital for the future of this industry and to secure jobs, investment and growth." Mike Hawes, Society of Motor Manufacturers & Traders (SMMT) chief executive.

Whilst 77% of UK built cars are exported worldwide the main problem could be that 57% were with the EU. As the UK prepare for the separation this could have an impact on Jobs as almost 800 000 employees could be affected and for many reasons. Legislation and regulation, such as fuel, safety, VAT and Taxation, a very controversial area particularly where the UK doesn’t want to be put out. One of many aspects would be products and cross border costings could put other areas at risk as the EU aim to reform VAT rules at B2B levels and e-commerce to benefit EU states such as one stop shops. however, the UK would be subject to their own Legislation which could again cost small and medium-sized enterprises (SMEs) where decentralisation does not exist, and businesses rely heavily on imports from the EU. Again, outcomes on future UK agreements in the single market, trading e-commerce etc would have be evaluated possibly by the public.

As the UK and business await the outcome of the Brexit’s full report, sustainability at this moment in time comes via unrestricted access to the motor industry, and the recruitment of new labour from abroad. Not restricted to this industry almost 3.22 million non-UK nationals currently employed in the UK, the uncertainty almost puts pressure on the thoughts of employers, in a report the National Institute of Economic & Social Research said the economy reduction of Skilled workers could have a negative impact on the economy. The “skill shortage” According to research from the Institution of Mechanical Engineers by the year 2025 the UK will require 1.8million engineers.
 
The Porters five forces identify and differentiate the use of the Macro environment, such as global forces, technological forces and so on, the macroeconomic forces such as growth rates, interest rates, currency exchange rates.  By continuously remaining innovative is key to the development but also being able to branch out globally to compete. A key to adapt is by decentralising and centralising certain areas at the same time remaining coherent to governance and policy but also current trends.  We see today for example BMW a main rivalry competitor not only product luxury automobiles but state of the art motorcycles also (branching in product), gaining further advantage. To consider and remain a viable product, alliance must adapt. Nowadays we see an ever increase for electric powered vehicles carefully taken from customer needs and environmental needs. Mercedes in competition with BMW, AUDI and VW and the like together with PESTLE, SWOT and the Macro-environment are currently in the running with new greener Electric units such as trucks, vans and Bikes, branching out further to now storage plants for the use of Lithium Batteries producing opportunities in sustaining energy. Again, expanding where others are committed to Automobiles, creating a balance and sustaining Luxury through:

· Risk of entry by potential competitors 
· Industry rivalry
· Bargaining power of suppliers
· Bargaining power of buyers
· [bookmark: _Hlk512192512]Threat of substitutes

A key area that should be addressed is the relationships, a shared vison with stakeholders, ethics, social responsibility and employee. Cross functional where expertise is required but also agile structures to respond to the environment. 
Where internal and external relations are considered the cooperate management (cooperate governance and cooperate ethics) will be an important factor in connecting internal with external bodies whether it be shareholders and stakeholders in the decision making. This may or may not have implications when the business considers products that have been outsourced due to geographical nature such as imports from the US to the UK. This could be the case where components where cost is far more important such part as brakes, wheels, suspension parts, and shocks, that have shifted to developing countries but also labour and land costs are much lower such areas like China and Africa.
One key component of cooperate management and aim are to attain best practices. Aligning JIT throughout the Supply chain, communications channels to in effect avoid conflict of interest where in some cases specific laws dictate or indeed a company has other aspirations.
A good practise to maintain relations could be through corporate auditing insuring corporate governance such like transparency, accountability and integrity. Where the external framework appointed by shareholders provides integrity where internally together provides the transparency.
Service, cooperative image and reputation are to external customers highly valuable, one wishes to know not only are they purchasing a top brand but the after care can also be a key ingredient of the purchase, this emphasises the image and reputation of the business. Various quality or perceptions will ensure future relations by way of a functional quality.  
· [bookmark: _Hlk512191927]Perceptual (Delivery of service)
· Extrinsic (Technical) Outcome of the service
· Intrinsic (Human interaction)
· Interactive (Delivery of service)
Today the need for greater relationships whilst BMW is the greatest threat to Mercedes, Daimler has recognised the threats posed globally where in Europe has seen recent co-operations between (cross border) Renault and Volvo to meet or sustain their activity to be able to compete, meaning they can reduce development costs and making cars more competitive with Mercedes in the European market, good for the customers of Volvo and Renault. Further along the competitive environment Volvo aims a joint venture with Mitsubishi for making cars near Amsterdam, Holland.  America are now seen to be following suit in that Ford acquiring British Jaguar, and again General Motors forming a strategic alliance with Swedish Saab-Scania. So, we can recognise the integration just from America throughout Europe with relationships at the very core to adapt. 
Conclusion

This essay based on a continuous effort to obtain a firm grip on the automotive industry explains the impact in the leading manufacturers through continues innovation to produce effects to maintain the customer focused relation. Whilst endeavouring to heighten activity the leading manufacturers aim to with the environment in mind produce ever better products, expand the buy in but also realise the impact and reality of what is required from the current trends such as in china. Opting for cheaper, similar but on a larger scale and maintaining to some degree laws in which it operates within the industry. However, economies can dictate the differences, this is evident today where more and more can afford luxury in the US and Europe where Mercedes and BMW are ever increasing the future buy in through globalisation.  
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