[image: ]




The global business environment influence on BMW group success 
                                                           
                                                       
                                            Module Name: The Global Business Environment
       Module Code: LCBB4005
          Student Name: Alina Mutoi
                                    Student Number: 2028702



Lecturer: Dr. Molly Jack
                           Submitted date: 10th of January 2022





Table of content


1. Introduction……………………………………………………………………………………………….3
2.   The importance of understanding business environment………………........................................................................................3
2.1 BMW origin and history……………………………………………………………………………..4
2.2 BMW PESTLE analysis…………………………………………………………………………..…….4
2.3 SWOT Analysis of BMW……………………………………………………….……………….......6
  3. Conclusion……………………………………………………..................................................8
             4. Reference list……………………………………………......................................................9


1. Introduction
    The first car of the world – a Benz Patent-Motorwagen, was created in 1886 by the German inventor Karl Benz. After that, the automotive industry has started to grow, with hundreds of manufacturers inventing new models of cars. For many decades, US was the leader of the world in total automobile production. There were 32 028 500 cars in the world in 1929, before the Great Depression, US producing over 90% of them. 
    In 1980, Japan became the world leader in cars manufacturing, overcoming US. The country held this rank until 2009, when China took the top spot with 13.8 million units. In 2012, China reached an amount of 19.3 million units manufactured, doubling the U.S. production of 10.3 million units, while Japan kept the third place with 9.9 million units. From 1970 (140 models) over 1998 (260 models) to 2012 (684 models), the number of automobile models in the U.S. has grown exponentially. 
First time, the car manufacturing has been a process of manual assembly by a human worker. Overtime,  this process has swapped from engineers working on a stationary car to a conveyor belt system where the car passed through multiple stations of more specialised engineers. In 1960s, the manufacturing started to use robotic equipment, nowadays most cars being produced largely with automated machinery. (Wikipedia, 2021)


2. The importance of understanding the business environment
     The business environment is the total of all internal and external factors that influence the complex interaction of the market, production and finance (King and Duggan). It is an aggregate of all conditions, events and influences that surround and affect it. (Davis). Because the business environment impacts on business vision, success, development, the understanding of it can produce proper strategies and plans for handling any unpredicted situations that can affect the activity. (Economic Discussion, 2021)
   Internal environment includes factors that are under the control of the company, either they are tangible or intangible. These factors can be grouped into the strengths and weaknesses of the company. The elements that have a positive effect to the company are considered as strengths. The factors that prevents the development of the company are noticed as weaknesses. Within the company, there are numerous criteria need to be taken into consideration.
   On the other hand, external factors are the conditions outside that can uncontrollably affect the company activity. Some of them are the economic situation, laws, infrastructure, customer demands etc. 


2.1 BMW history and origin
German automotive manufacturer BMW was officially founded on 7 March 19, when an aircraft producer called Bayerische Flugzeugwerke (formerly Otto Flugmaschinenfabrik) was established. The company was renamed to Bayerische Motoren Werke (BMW) in 1922. BMW's first product was a straight-six aircraft engine called the BMW IIIa. After the World War I, BMW continued to produce motorcycle engines, farm equipment, household items and railway brakes. In 1923, the company launched its first motorcycle – a BMW R32. Throughout the 1930s, BMW expanded its range into sports cars and larger luxury cars.
    The acronym BMW stands for Bayerische Motoren Werke GmbH, which translates to the Bavarian Engine Works Company. It also indicates BMW's original product range: engines for various applications. 
    BMW central office is located in Munich and produces motor vehicles in Germany, Brazil, China, India, Mexico, the Netherlands, South Africa, the United Kingdom, and the United States. In 2017, BMW became the 14th world's largest producer of cars, with more than 2 million vehicles produced. (Wikipedia, 2021)

2.2 BMW PESTLE analysis
   A PESTLE analysis is a tool used to create a macro overview of a business/company. It analyses the key external factors that can have an influence on an organisation activity: 
· Political: tax and fiscal policies, trade regulations and reforms, political stability, tariffs; 
·  Economic: economic growth/decline, inflation, wage rates, unemployment rate (local and national), cost of living, credit availability, interest and foreign exchange rates;
· Social: cultural norms and expectations, age and gender distribution, health and safety, opinions and attitudes, education, religion, consumer buying patterns;
· Technological: automation, communication, technological awareness and development;
· Legal: changes to legislation impacting employment, access to materials, resources, import/export, industry specific regulations;
· Environmental: climate, geographic location, weather, pandemics and other emergencies.
   By analyzing these factors, a company can assess the risks related to its activity and take the right decision in order to protect itself. The following PESTLE analysis of BMW company has tried to provide the contextual information about the company and to define new products development.
Political Factors:
There are two major political factors which have recently affected BMW. The escalation of the trade war between U.S.A. and China was the first political problem. Higher taxes were imposed on the goods traded between U.S.A. and China, that caused a decline in the stock prices in the cars industry. Brexit had another impact on BMW activity. The political instability in Europe because of UK’s decision has increased the trade restrictions, that means higher costs and export decrease. 
    Economic Factors:
   A major part of BMW’s revenue also comes from China and US. Any uncertainty occurring in these countries can negatively affect BMW. The company plans to expand its production centers. It will lead to a significant reduction in BMW’s profits before taxes from 10675 million Euros to 9815 million Euros. Due to the recent investments, BMW’s Return on capital Employed (ROCE) in 2018 has also decreased in comparison to 2017. 
Another economic factor that can influence BMW revenue is that the automobile sector is not expected to grow in the next years. U.S.A. and China are likely to observe a negative growth of 1.6% & 2.4% respectively.
Social Factors:
The BMW Group has expanded in more than 140 countries around the world. Every single country is unique and has different culture, which means the company should adapt to it. 
BMW is focused on customer satisfaction improving by providing extra services for a better customer experience. The company has introduced BMW CarData service which allows clients to get services as per the requirements generated from the data captured and provides tailored solutions. BMW’s Mini makes use of the service “BMW Connected” to enhance its customer’s experience.
Technological Factors:
    Advancing technology changes the way that consumers want to see and purchase products. To adjust to new technology innovation, BMW has recently opened an Autonomous Driving Campus in Germany, which will facilitate the designing of the automated cars. The launching of the Campus provided 1300 new jobs for IT sector.
    BMW also plans to introduce technologies like artificial intelligence. Another new facility, opened in Beijing, China, helps in developing new digital services and working on the new age designs. The company remains focused on digitalization, keeping implementing more secure techniques for the protection from Cyber-attacks.

      Legal Factors:
In 2017, more than 100 of BMW cars suffered an engine failure while driving (according to customers complains). About 30 customers had taken the matter to the court. In 2018, more than 3, 00,000 cars manufactured between 2007 & 2011 were called back as they had engine failure. Another big problem was when about 90 of the BMW’s customers have complained about the mysterious fires in their parked BMW’s. The company was charged with $9.9 million by the South Korean Government for hiding the problems related to the engine fires.


    Environmental Factors:
    The BMW Group has always been famous for taking part to the environment sustainability. The company has been contributing towards the UN Environment Program since 2001. BMW was the first in the sector which came out with the post of an Environment Officer. They have also reduced the C02 emissions of its European vehicles by 42%.

     2.3 SWOT analysis of BMW
    A SWOT analysis is a tool that helps to identify the Strengths, Weaknesses, Opportunities and Threats of an organisation or business. It represents a self-assessment for company’s management. The SWOT analysis allows projects to get valuable information about their activity in an easy and quick way, being performed by anyone with knowledge about the business in the industry in which it operates. It involves a brainstorming session, where every single participant can mention their judgements and beliefs. 
  Beside it, the tool can be subjective sometimes, as it bases only on individual’s participating in the brainstorming session opinions. It also ignores some of the strengths and weaknesses of other companies that can directly affect the analyzed business. (Investopedia, 2021)

The four elements of a SWOT analysis are defined below:
1. Strenghts – factors responsible for the success of the company: financial resources, brand loyalty, brand product line etc.;
2. Weaknesses – the elements that hamper the organisation to reach its goals and objectives. Declining machinery, low product range, poor decision making can keep the business away from meeting the required standards;
3. Opportunities: factors, that identified at the right time, can help a company to develop and to grow: advancing technology, government supports, competition, industrial factors etc.;
4. Threats: things that affect company’s profitability and reliability: competitors, external unexpected social or economic situations like wars, pandemics, crisis, profit reduction etc.






[bookmark: _GoBack]


BMW SWOT Analysis

	Strengths
	Weaknesses

	· Stron
· One of the most valuable automotive company in the world – the brand was ranked as 21 the most famous;
· Successful partnership with a lot of countries;
· Competence in electric and hybrid cars – the company was researching electric cars even in 1970;
· Global operation in about 140 countries across the world;
· Quality products;
· Great reputation – one of the most well-known automotive company in terms of quality;
	
· Poor automotive brand portfolio – lack of differentiated products: BMW, Rolls- Royce and MINI only;
· Debts;
· Many legal cases – BMW was involved in several lawsuits, including an obstruction case within South Korea and collusion regarding the emission of carbon dioxide within Europe;


	Opportunities
	Threats

	· Expand to the Self-Driving industry – creating of autonomous vehicles in the nearest future;
· Offer of eco-friendly cars – BMW is ready to develop this trend, as one of the leading in electric cars company;
· The focus on emerging markets;
	· Competitors in the worldwide automotive market;
· Growing manufacturing costs – in the second quarter of 2019, BMW revenue fell by about 48% because of more manufacturing expenses;
· Pandemic impacts – shortage of raw materials, that lead to reducing of financial outlooks;









3.Conclusion
             The global business environment affects organisations and companies of all sizes by political, economic, social or cultural factors influence. The activity of a business directly depends on what tax and fiscal policies, trade regulations and reforms, inflation and economic growth or decline are in the country it is developed. When carrying on a business, factors like wage rates of the population, employment/unemployment rate, cultural norms and expectations, religion, education, technology etc. have to be taken into consideration, as well. 
              To operate successfully internationally, a company should recognize the environment and to adjust itself to all internal and external factors. There are strategic tools that can help the organisations to analyse their activity and to find out what can be changed, what can be improved and what are the most important things that should focus on. PESTLE, SWOT, Porter’s 5 forces are some of analyses and models that can be applied to the businesses for decision-making in order to get more profitable.  
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