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Executive Summary
This report studies about a strategy formulation plan for BMW Group, the Munich-based premium mobility manufacturer that goes by the names BMW, MINI and Rolls-Royce. The automotive industry is rapidly changing owing to electrification, software-defined vehicles, sustainability legislation and fierce competition from China's car makers. After an overview of the BMW's background, vision, mission and objectives, the report analyses the current financial and operational performance of BMW, which reveals that the company has a resilient performance, but as a result of tariff headwinds and price competition in China, its profitability has declined. BMW's strengths include the company's strong brand equity, engineering capability, and worldwide manufacturing flexibility, while its weaknesses are margin pressures, a reliance on the China market and an unresolved cost gap with Chinese EV competitors, according to the competitive environment analysis, which was based on Porter's Five Forces, SWOT, VRIO, BCG matrix and value chain frameworks. The report continues with a new course of strategic development to include increased acceleration of the Neue Klasse electric architecture, greater localisation and technology cooperation in China, software-defined vehicle platforms, supply chain diversification and further differentiation with sustainability leadership. The report ends with its recommendations that the Board maintain BMW's premium image and re-establish profitability and competitiveness by 2027 and beyond.
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[bookmark: _Toc237513768]1. Introduction to the Strategy
Strategic management involves a continual journey of formulating, implementing and assessing decisions across all functional areas that enable the organisation to accomplish its long-term goals and remain competitive (Llopis-Albert et al., 2021). Its blending of analysis of the external environment and honest assessment of internal capability guides the firm to an integrated set of decisions as to where and how the firm will play the game. Strategic management is essential for a capital-intensive, globally exposed company like an automotive manufacturer, as it helps to prioritise capital expenditure, technology strategy and organisational structure to changing customer demand, regulation and competitor activity and serves as the discipline to allocate limited resources to markets and product lines. A proactive strategic management strategy provides a sense of direction for management and staff, strengthens actions during disruptive shifts and offers a justifiable platform for differentiating from the competition. The aim of this report is to establish a strategy formulation plan for BMW Group—a top-tier automotive premium manufacturer—based on their published performance data and common strategic analysis models. It contains background, strategic intent, current performance, two-stage strategy analysis, a proposed strategy formulation and several recommendations for BMW's Board of Management.

 


[bookmark: _Toc237513769]2. Overview/ Background of the Firm
BMW Group (Bayerische Motoren Werke AG) is a high-tech automotive and mobility company based in Germany, in Munich, Bavaria. The Group was founded in 1916 and today produces three core brands for premium and compact passenger cars and ultra-luxury motor cars (BMW, MINI, and Rolls-Royce), a large motorcycle division and BMW Financial Services, which offers mobility subscriptions, leasing and financing for the Group's global customers. Its products and services span the entire value chain of the mobility market, from vehicle design, engineering and manufacturing to digital services, connected-car software and after-sales services. The BMW Group has a production network of 32 plants in 15 countries around the world, including its home plant in Munich, the three large-scale plants in Spartanburg (USA), Debrecen (Hungary) and San Luis Potosí (Mexico), as well as a joint venture manufacturing facility in China with Great Wall Motor and BMW Brilliance China. During FY25 the Group sold some 2.46 million vehicles to customers in over 140 countries and had around 154,540 employees globally. BMW is one of the players in the premium segment of the car industry, which is becoming more and more digital and is characterised by a wide range of competitors in the field of electric mobility, as well as Chinese manufacturers (Petti et al., 2021).

 


[bookmark: _Toc237513770]3. Strategic Intent
The BMW Group's vision – the most successful and sustainable supplier of individual mobility with premium products and premium services – is the basis for the BMW Group's roadmap for electrification and for its circular-economy strategy. It aims to provide the highest quality auto, digital mobility and financial services around the globe through performance, design and technology, resulting in a superior end-to-end customer experience across the BMW, MINI and Rolls-Royce brands. This strategic intention is being put into action through the “Neue Klasse” programme, which was intern defined as “Rethinking Premium Individual Mobility for the Next 100 Years” and is realized in the BMW iX3 and BMW i3 starting with a new electric architecture, next generation battery technology and integrated software platform. Specific targets to achieve this purpose include delivering over 40 new or updated Neue Klasse models by 2027; focusing on medium-term automotive segment earnings before interest, taxes, depreciation and amortisation (EBIT) margin target corridor of 8 to 10%; and maintaining medium-term growth in battery electric vehicle (BEV) deliveries, which totalled 442,056 vehicles in 2025. These objectives allude to a strategic direction, an aim that is composed of short-term prudence and a more profound longer-term investment in electrification, digitalisation and sustainability as a means of differentiation.

 


[bookmark: _Toc237513771]4. The Company's Current Performance
This financial data for 2025 is a testament to the BMW Group's resilience compared to its competitors and highlights the stressors faced by the company. A full-year revenue of £114.0 billion was 6.3% lower than the previous full year and approximately 14% below the record of £132.8 billion from 2023. Before tax profit was down 11.5% at £8.71 billion, while the net profit margin of 7.7% was stable, compared with sharper falls in profit across the same category experienced by Volkswagen and Mercedes-Benz during the same time frame (Lukin et al., 2022). This automotive segment's EBIT margin was reduced to 5.3%, below the Group's strategic 8 to 10% corridor, due to tariffs, adverse currency movements and high price competition in China. A total of 2,463,681 vehicles were delivered, broadly unchanged from the previous year, while sales of electrified vehicles increased by 8.2% to 642,071 units and sales of fully electric vehicles rose by 3.6% to 442,056 units including a strong over 28% increase in European battery-electric vehicle deliveries. Worse still, in 2026, the first half automotive EBIT margin dropped to 3.6%, and BMW has reduced its full-year 2026 outlook to 1-3% margin after announcing an 8,000-role restructuring plan to improve its profitability. BMW's deliveries in its biggest single market China suffered a decline of around 12.5% in 2025, due to its active price skirmish against competitors in the market, and the German company's recommended retail prices for more than 30 currently offered models were also slashed from 1 January 2026 (Chervenkova and Ivanov, 2023). The picture of ongoing profitability amidst growing external pressures is a good example of the type of supply chain and demand-side disruption that needs to be addressed through active viability and adaptation strategies.
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	Force
	Assessment
	Rationale

	Threat of new entrants
	Moderate
	While high capital and R&D costs act as a barrier to most actors entering the market, Chinese e-vehicle producers, who are state backed and have vertically integrated battery supply chains, have been making swift strides in adjacent premium markets (Petti et al., 2021).

	Bargaining power of suppliers
	High
	The global production of battery cells and semiconductors is a few large companies, leaving manufacturers vulnerable to sudden changes in prices and supplies, as was the case during the pandemic (Chervenkova and Ivanov, 2023).

	Bargaining power of buyers
	High
	Customers can take advantage of the digital information revolution and check specifications and prices in real time; in China, the fierce price competition from homegrown brands has prompted BMW to cut the prices of more than 30 vehicles.

	Threat of substitutes
	Moderate to High
	In dense urban markets, the same dollar pools are spent on mobility-as-a-service as well as on ride-hailing, public transportation or competing high-end or EV challenger brands.

	Competitive rivalry
	Very High
	The established players (Mercedes-Benz, Audi, Tesla) and rapidly rising Chinese contenders (BYD, Li Auto, NIO) battle it out for technology, price and brand, particularly in the world's largest EV market, China.
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SWOT Analysis
	Strengths
	Weaknesses

	The strong brand equity of BMW, MINI and Rolls-Royce, the extensive engineering and R&D capability, the flexible global production network of 32 plants that allows lightweight multi powertrain manufacturing (Czerwinski, 2021).
	Not meeting the target corridor for automotive EBIT margin; high exposure to the volatile Chinese market for volume and profits; legacy platform costs during transition to Neue Klasse.

	Opportunities
	Threats

	New electric architecture under Neue Klasse with battery cost reduction, Smart-factory manufacturing based on digital twin and AI (Chen, 2022); new partnerships, like Alibaba AI joint venture; increasing demand for subscription-based, software-defined vehicle features.
	Aggressive Chinese price cut for EVs, margins eroded; escalating EU/USA/China tariff warfare; geopolitical instability negatively impacting supply chains/demand (Chervenkova and Ivanov, 2023).



VRIO Analysis
	Resource / Capability
	Valuable?
	Rare?
	Costly to Imitate?
	Organised to Capture Value?
	Competitive Implication

	Premium brand reputation
	Yes
	Yes
	Yes
	Yes
	Sustained competitive advantage

	Neue Klasse EV architecture and battery technology
	Yes
	Yes
	Partially
	Yes
	Temporary competitive advantage, converging toward sustained as scale increases

	Flexible multi-powertrain manufacturing network (Lee et al., 2023)
	Yes
	Moderate
	Yes
	Yes
	Sustained competitive advantage

	BMW Financial Services arm
	Yes
	No
	No
	Yes
	Competitive parity



BCG Matrix
	Business Unit
	Market Growth
	Relative Market Share
	BCG Category

	Combustion and hybrid BMW core range
	Low
	High
	Cash Cow

	Neue Klasse battery-electric range (iX3, i3)
	High
	Low-Medium (growing)
	Question Mark, transitioning toward Star

	MINI
	Low-Moderate
	Moderate
	Cash Cow / Dog (market-dependent)

	Rolls-Royce
	Moderate
	High (niche ultra-luxury)
	Star

	Software, AI and autonomous-driving services
	High
	Low
	Question Mark



Value Chain Analysis
	Activity
	BMW Group Application

	Inbound logistics
	Multi-source, partially localised supplier network for batteries and semiconductors to minimise single-source exposure.

	Operations
	Smart and flexible factories with digital twin simulation and AI-based production planning (Chen, 2022; Lee et al., 2023).

	Outbound logistics
	Presence in more than 140 markets with regional production sites (Munich, Spartanburg, Debrecen, San Luis Potosí and Shenyang).

	Marketing and sales
	Highly priced brand positioning, direct online channels and China-only product variants (long-wheelbase models).

	Service
	Commercialisation of financial services, software updates for connected cars, and life cycle sustainability commitments for positioning aligned with SDG (Lukin, Krajnović and Bosna, 2022).
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BMW's strategic choice is between a widespread focus on cost leadership, where Chinese and mass-market manufacturers with more cost-effective manufacturing can compete, and a differentiation strategy, where the traditional strength in terms of brand, engineering, and sustainability can be leveraged. However, for a premium manufacturer, cost leadership alone does not make sense and, in fact, BMW is moving towards a more focused differentiation strategy, supported by disciplined cost management, with approximately 8000 job cuts to date, and a move towards centralisation of E/E architectures based on software, which will lead to a decrease in complexity and per-car cost across the Brand portfolio (Bandur et al., 2021).
This report puts forward a new approach for BMW Group that is based on three pillars. On the one hand, BMW will need to speed up and broaden its “in China, for China” strategy and have to co-develop battery and AI technology with local partners like Great Wall Motor, Alibaba, and other partners, in order to get a better understanding of local tastes and preferences and use Chinese local expertise to export cost-competitive technology. Second, BMW should take the zonal, distributed software architecture that powers the central element of Neue Klasse and expand it to the rest of the model line, bringing software features up to the entire fleet via OTA while also creating additional, higher-value potential for recurring software sales and services and shrinking the disadvantage in terms of development costs compared to China's vertically integrated competitors. Third, BMW needs to find new suppliers and new production sites, as it has learned during the pandemic (Chervenkova and Ivanov, 2023), to minimise reliance on any particular tariff regime or geopolitical shock, while continuing its investment in carbon reduction along the value chain and circular economy as a differentiator of the brand's value, which will help the Group achieve its sustainable-development-goal-oriented sustainability targets (Lukin et al., 2022). All of these decisions put BMW in a strong position to shield margin, speed up the electric transition, and maintain premium brand equity in the face of both current competitors and emerging new players.
 


[bookmark: _Toc237513776]7. Conclusion and Recommendation
With the first half of the decade behind, the BMW Group is now a financially strong yet margin-squeezed premium manufacturer in the midst of the most pronounced technological change in its history. Its global manufacturing footprint and flexibility, brand strength, and engineering capability are reliable competitive advantages, but heavy China dependence, tariff exposure, and cost disadvantages relative to vertically integrated Chinese EV producers pose a challenge for near-term profitability. The report states that BMW's Board of Management should pursue the proposed BMW Group strategy of deeper China localisation and technology partnership, increase the pace of transitioning to a centralised software-defined vehicle architecture across the BMW Group's vehicle portfolio, and continue diversifying the supply chain while differentiating on sustainability. The focus of management in the short-term should be on disciplined implementation of the roll-out of the Neue Klasse and the announced cost restructurings to again reach the automotive EBIT margin target corridor of 8 to 10%. In the medium term, BMW should institutionalise recurring software and subscription streams and grow. Co-development partnerships that also reduce the cost of developing batteries and AI. Continued tracking of tariff policy, pricing activity of Chinese competitors, and advances in battery technology will be important, as change has been seen in this analysis to happen quickly. If implemented in a systematic manner, this approach will enable BMW to maintain its premium brand image while narrowing the profitability margin created by electrification and increasingly fierce competition around the globe.
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