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BMW’s Value Chain Analysis
Bavarian Motor Works (BMW) is a leading automaker globally, famed for manufacturing luxury vehicles in Munich, Germany (Lewin and Purves, 2016). Due to the auto industry's highly competitive nature, most dominant manufacturers like General Motors, Volkswagen, and Ford typically source their parts from standard suppliers. BMW’s model is slightly different because it continues to operate as an individual actor. Yet, the company’s financial performance has been consistently impressive over the years, with a sizeable market share. Lehmacher (2017) attributes this success to BMW’s emphasis on technological innovation, product quality, and passenger safety. Suffice it to note, the threat from cheaper alternatives from China, coupled with the global trade wars, has transformed consumer dynamics and market trends. Nonetheless, the automaker reported strong sales as recently as 2019 due to a value chain that prioritises the reduction of operational costs and customer satisfaction. By definition, a value chain is an all-encompassing term for company processes from procurement of raw materials to customer service. Michael E. Porter introduced the term in 1985 while at Harvard Business School, dividing it into two major categories: primary activities and support activities (Ponte, 2019). This essay examines BMW’s value chain, focusing on its primary activities
Primary Activities
Primary activities involve the contributors to the creation of services and products and include inbound logistics, operations, outbound logistics, marketing and sales, and services (Ponte, 2019). 
Inbound Logistics
Building a strong relationship with suppliers BMW is principally based in Germany; therefore, most of their suppliers may be found in the country. The fact that Germany controls 47 per cent of Europe's parts industry justifies this decision. BMW maintains a close relationship with its suppliers, which makes it possible to keep an adequate inventory and distribute the final product. According to Lewin and Purves (2016), BMW has about 13,000 suppliers worldwide. Managing this chain while maintaining low production costs has been the hallmark of the company’s success. Low product costs result from the company’s suppliers being primarily based in Germany. 42.6 per cent of these suppliers reside within the country, which keeps transportation logistics and prices at a minimum (Wratten, 2017). Eastern Europe accounts for the next most significant proportion of suppliers, at 19.7 per cent. Besides reducing transport costs, the supply of such raw materials is assured, which diminishes the occasional burden of untimely delivery that troubles BMW’s rivals. 
One of the means through which BMW has built a strong relationship with its suppliers is by encouraging competition among them. Lehmacher (2017) argues that competition among suppliers may enhance reliability, which optimises the company’s sourcing strategy. An effective tactic is to source a single product from two suppliers, which encourages competition between them. The result of this process is increased reliability and reasonable wholesale prices on the part of both suppliers. BMW has effectively employed this strategy, which has pushed the company to control the auto industry. Outside of Europe, the company has created partnerships with DHL, a logistics company, to reach the Asia Pacific market (Minner, 2018). 
BMW Operations
As mentioned above, BMW is primarily based in Munich, Germany, with operations spreading globally to more than 140 countries. Since the company’s founding over a century ago, it has risen to run 31 production centres spread across 15 countries globally (Ponte, 2019). The BMW group owns 20 of them; eight are franchisees or contract manufacturers, while the remaining three are products of an alliance between BMW Brilliance Automotive and China. Part of their operations also includes 43 sales subsidiaries, part of which are businesses that focus on financial services. Its most recent venture in the company’s expansion efforts is an engine plant in Shenyang, China, which opened its doors at the beginning of 2016 (Ponte, 2019). 
BMW currently has four divisions – automotive, financial services, motorcycles, and other semi-independent businesses. The automotive industry is arguably the most famous segment, with gross profits amounting to 17.7 per cent of the total (Ershova and Kuznetsov, 2019). Surprisingly, the motorcycle business is the most profitable; its profit margins account for 22 per cent of its total, as of 2015. The financial services segment handles credit financing and leasing. However, its focus is chiefly on the company’s retail customers, whose purchases are mainly BMW branded vehicles and motorcycles. The segment ranks third in terms of lucrativeness, accounting for 13.3 per cent of the company's gross profits.
Outbound Logistics
By definition, outbound logistics refer to the process through which products move from the end of the production line and eventually reach the consumer. Its most crucial benefit is managing the customer’s relationship with the supplier. Among the factors upon which outbound logistics activities are based include material handling, order processing, warehousing, scheduling, and transportation, and delivery. BMW currently has a global distribution network that focuses on three of its prominent brand – BMW, MINI, and Rolls-Royce. Of these, 3,310 are BMW, while the other two are 1,550 and 140, respectively (Klumpp and Heragu, 2018). Besides the engine plant in Shenyang, the company has also focused some of its outbound logistics efforts in the country, having opened 60 dealerships in 2015 alone. Such a broad network enables rising markets like China to access products they genuinely desire, which benefits the company financially. The previous collaboration the country has with DHL has similarly bolstered the company’s outbound logistics network. 
Marketing and Sales
Throughout the world, BMW has maintained a reputable brand image due to its steady focus on innovation and quality. Moreover, the company has built substantial brand equity, which has encouraged its customers to remain loyal to the brand, even with the stiff competition it faces from rivals like Volkswagen and Mercedes Benz. The majority of its marketing efforts focus on digital channels – the website and its social media channels. The latter avenue is specifically relevant in customer engagement and promotions. The company’s slogan – Sheer Driving Pleasure – also contributes to its marketing, albeit on a smaller scale compared to its other endeavours (Wratten, 2017). The availability of dealers and retailers through a global network has contributed to the highly significant sales that have occurred. The primary reason for establishing any business is to sell products and services. Marketing ultimately encourages sales. In the US alone, the company has based close to 348 BMW Passenger and SUV vehicle dealers and a further 149 motorcycle retailers (Lehmacher, 2017). An additional 121 MINI and 38 Rolls-Royce dealerships in the country also exist. 
Support Activities
Support activities, as they relate to Porter’s value chain, are closely connected to the company’s primary activities. Their primary purpose is to increase the efficiency and effectiveness of primary activities. They include technology, human resource management, infrastructure, and procurement. 
Technology
The contemporary world of technology has grown tremendously. Consequently, automotive brands are becoming highly competitive in that respect. However, companies that can apply new technology effectively have a competitive advantage over their rivals. BMW has invested a lot into technological innovation, as is evident from the 16 research and development centres the company has established around the world (Lewin and Purves, 2016). The amount of money the firm spends in research and development is staggering; in 2018 alone, it invested £6.14 billion, an increase of 12.8 per cent from the previous year (Ershova and Kuznetsov, 2019). Autonomous driving is more than just a buzzword for BMW, as the company has focused on electric and hybrid cars most remarkably in the recent past, in response to a growing demand for the same products globally.
Human Resource Management
The auto industry is extremely competitive, as has been extensively stated thus far. Maintaining an advantage over a company’s rivals requires the employees to be extremely talented, and the company should have mechanisms in place to motivate them and encourage their continued commitment to the company. As of 2018, BMW had 134,682 employees, the bulk of whom work in the automotive segment (Klumpp and Heragu, 2018). The company maintains a low attrition rate – 2.78 per cent and has been consistently ranked as one of the most attractive employers in the world (Crawshaw et al., 2020). Maintaining the attrition rate at a minimum requires concerted efforts at encouraging employee satisfaction. Part of this process involves providing adequate opportunities for career growth.
Additionally, diversity positively promotes a collaborative work environment where different ideas are permitted. BMW has followed this strategy because their employees originate from over 110 countries around the world. Besides the regional diversity, the firm also prioritises gender parity, as is evident from the 19.9 per cent of women that constitute its workforce, including managerial positions (Lehmacher, 2017). 
Infrastructure
As relates to business, automobile manufacturers that are investing in infrastructure should establish separate business segments, depending on the range of products they make. Case in point, BMW has established motorcycle and automobile divisions. Each has a different set of leaders; Herald Kruger runs BMW as the CEO, while Oliver Zipse acts as the current chair of the company’s board of management (Lehmacher, 2017). However, each function within the company has its head or director, a strategy that ensures a streamlined operational environment for the entire company. Currently, Ilka Horstmeier and Dr Milan Nedeljkovic head the human resource and production departments, respectively. Ensuring each subdivision has a specific person to head it contributes positively to the company’s performance because people can be accountable to their respective departments, which BMW has done quite successfully (Rainey and Peteros, 2016).
Procurement
The procurement aspect is closely tied to the inbound logistics described above. It involves the sourcing of raw materials and other parts from various suppliers. Germany currently dominates the supply side, accounting for 38 per cent of BMW's raw material needs (Ershova and Kuznetsov, 2019). The rest originate from Europe, which is a testament of the intricate purchasing and supply network that Dr Andreas Wendt heads. An essential aspect of such a system is quality control. Quality control is a critical aspect of maintaining a competitive edge over other businesses. Cultivating a positive relationship between suppliers and the firms that source materials from them enhance quality control processes. BMW has built these relations to relative success, as is evident from their authority in the industry.
In conclusion, a value chain includes processes from the sourcing of materials, through the production stage, until it eventually reaches the consumer. Maintaining a close relationship between the suppliers is a proven method of ensuring positive results. Part of these efforts includes promoting competition between the suppliers, where reliability and cost determine the most sought-after entity. BMW’s ability to create and retain such bonds has encouraged the company to have a strong brand image and deliver to their customers consistently. The result of so doing is the domination of the auto industry, in which BMW acts independently, as opposed to its rivals that course their materials from familiar sources. Autonomous and electric vehicles spell new and significant changes, and the firm already shows promising possibilities of the future. Whether BMW will maintain its authority over the industry remains a mystery, albeit a reasonably predictable one. 


References
Crawshaw, J., Budhwar, P., and Davis, A. (2020). Human resource management: Strategic and international perspectives. SAGE.
Ershova, A. E., and Kuznetsov, A. N. (2019). Strategy competitive development of the company BMW group. Business Strategies, (5), 26-29. https://doi.org/10.17747/2311-7184-2019-5-26-29
Klumpp, M., and Heragu, S. (2018). Outbound logistics and distribution management. Operations, Logistics and Supply Chain Management, 305-330. https://doi.org/10.1007/978-3-319-92447-2_14
Lehmacher, W. (2017). The global supply chain: How technology and circular thinking transform our future. Springer.
Lewin, T., and Purves, T. (2016). The BMW Century: The ultimate performance machines. Motorbooks International.
Minner, S. (2018). Inbound logistics. Operations, Logistics and Supply Chain Management, 233-249. https://doi.org/10.1007/978-3-319-92447-2_11
Ponte, S. (2019). Handbook on global value chains. Edward Elgar Publishing.
Rainey, D., and Peteros, R. (2016). The BMW group's journey to leadership in sustainable development practice: Integrating engineering design and strategic thinking. https://doi.org/10.4135/9781473937543
Wratten, S. (2017). Sales and marketing. Oxford Scholarship Online. https://doi.org/10.1093/acprof:oso/9780199574797.003.0006
