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[bookmark: _Toc90634932]Introduction
Organisations do not exist in a vacuum. They operate in an environment where internal and external factors influence their success or failure. Since change is inevitable, businesses must adjust their models to match the environmental changes to remain relevant and competitive. Since environmental factors can affect a firm positively or negatively, it is essential to scan the internal and external factors that impact its operations. The internal analysis looks at factors within a business set-up controllable by the organisation’s leadership.
On the other hand, the external analysis focuses on the wider business environment. These factors are hard to predict and control and can be dangerous for a business. Therefore, examining the internal and external analyses presents a complete picture of the current situation and the appropriate steps that can help in marketing and identify threats or opportunities available to the organisation. This paper examines the internal and external environments of Rolls Royce to identify the challenges the company encounters in its global business, the competitive advantage, and its core values on sustainability.
[bookmark: _Toc90634933]Overview of Rolls-Royce Motor Cars Limited
Rolls-Royce is a British luxury car manufacturer wholly-owned subsidiary of the BMW Group. The company was formed in 1998 after BMW granted Rolls-Royce Holdings PLC exclusive rights to manufacture automobiles and use the Rolls-Royce brand’s name and logo. Currently, the company operates 31 production and assembly facilities located in 15 countries. The automotive segment employs over 108,000 employees and accounts for over 90 per cent of the staff (BMW Group, 2020). Besides, the company operates a worldwide sales network making it the leading producer of premium automobiles globally. The company, therefore, is an ideal case study for internal and external analysis companies in global business.
[bookmark: _Toc90634934]SWOT Analysis of Rolls-Royce Motor Cars Limited
	Strengths
The company boasts of a strong brand image. Since its inception, Rolls-Royce motors has always been associated with superior and quality cars with high performance. Consequently, this brand perception allows the company to charge premium rates for its cars. Secondly, the support from the mother company has also been a strength for Rolls-Royce. The research and development team from BMW Group continuously research the newest technologies earning them perfection over time. Therefore, through this backing, the subsidiary can compete with its peers in the market. Besides, the company has an extensive and highly skilled workforce capable of meeting market expectations. According to BMW Group (2020), the parent company employs ‘creative minds from the most diverse nations who have the drive and passion for driving future’s sustainable mobility.’ Additionally, the firm prides itself in its global presence where it serves customers spread across all the countries of the world.
[bookmark: _Toc90634935]Weaknesses
This element represents areas of improvement for Rolls-Royce. First, the brand perception is luxurious and associated with dignity and high status. Therefore, the brand is deemed unaffordable to the lower class of the population. Secondly, the evolutionary design of Rolls-Royce makes successive models look similar or clones of the original model. This may be a disadvantage in a market where customers look for new and unique designs for premium cars. As earlier mentioned, the company charges high costs for its cars. Consequently, the pricing limits the company to a small market niche that can afford the premium prices. Lastly, the company over-relies on repeat purchases due to the low number of potential customers. Therefore, a slight shift in customer loyalty may have a tremendous effect on the company’s performance.
[bookmark: _Toc90634936]Opportunities
Rolls-Royce can capitalise on several avenues in the operating environment to boost its returns. Since technology is rapidly growing in the automobile industry, the company can produce technology-savvy cars such as self-driven luxurious cars. Besides, there is an opportunity for integrating new-age technologies such as IoT, data connectivity, and machine learning in its products. The growing customer spending in the modern world due to dual-income family set-ups creates an opportunity for Rolls-Royce to develop ideal transportation choices for such families. The organisation can also focus on environment-friendly cars. Climate change awareness has been a focus of many countries and international bodies. This creates an opportunity for Rolls-Royce to manufacture green and hybrid high-end vehicles that are currently in high demand.
[bookmark: _Toc90634937]Threats
This element refers to the factors that can be detrimental to a company’s growth. First, Rolls-Royce faces increased competition from other luxury car brands like Mercedes-Benz, BMW, Lamborghini, Ferrari, and Audi. With an already small niche, competition threatens to reduce the size further. Since the automobile industry is shifting towards non-fossil fuel and sustainable vehicles, the cost of production is equally increasing with a threat to raise the already-high prices of the company’s vehicles. Lastly, the protectionist trade policies in some countries and the unwillingness of people to spend much on luxury during the Covid-19 era are threats to Rolls-Royce’s sales.
[bookmark: _Toc90634938]PESTLE Analysis of Rolls-Royce Cars Limited
[bookmark: _Toc90634939]Political Factors
Although Rolls-Royce is a British company, it operates in different countries and regions worldwide. Consequently, the company is exposed to different political environments, which significantly influence its sales. The political instability in some Asian and African countries have seen the company’s sales in those regions decline. On the other hand, the firm has traditionally enjoyed political goodwill in Europe, making it the largest market segment for Rolls-Royce vehicles. However, following the Brexit vote, the company is faced with various challenges such as high costs, a decline in profit margins, pricing uncertainty, unpredictable future supply, and slow economic growth. Therefore, the corporation is lobbying for continued free flow of goods and labour in the region to retain its business.
Economic Factors
Due to its vast operational bases, Rolls-Royce is faced with varying economic factors such as interest rates, inflation rates, tax rates, exchange rates, and income rates. Therefore, the company must consider these before establishing its operations in a given country or region to guarantee success. Failure to analyse such issues may lead to eventual closure, losses, or conflict with the various governments. Notably, Rolls-Royce performs well in areas with higher income rates due to its premium pricing policy. In addition, the company’s sales dwindled during periods of economic slowdowns, such as the 2008-2009 financial crisis.
[bookmark: _Toc90634940]Social-Cultural Factors
This element relates to the direct connection of the company with its customers. Rolls-Royce is recognised globally for its superior automobile products. The vehicles are associated with high status and dignity due to their high prices. Although the high-class spectrum of society appreciates this aspect of high status, it can be argued that the brand does not directly connect with the low-class consumers. However, mindful of this fact, Rolls-Royce studies the societal settings and avails their vehicles to segments of the society where the target customers are located. Skulski (2020,23) observes that a clear understanding of social-cultural aspects of society is critical to the success of a firm’s marketing strategy. Equally, marketers at Rolls-Royce develop unique strategies for different markets that incorporate social-cultural considerations.
[bookmark: _Toc90634941]Technological Factors
Technology is one of the automotive industry’s key driving factors, and Roll-Royce Car Motors Limited is aware of the fact. Annually, the company commits over 900 million pounds to research and development, underlining the company’s commitment to developing new technology (Sharpe, 2012, 17). The results of these efforts are vehicles with high safety margins and performance. In addition, the corporation is keen to safeguard its technology and spends enormous resources on patents to sustain its competitive edge against rivals. 
[bookmark: _Toc90634942]Legal Factors
Due to its operations in different jurisdictions, Rolls-Royce must abide by various legal constraints. The company embarked on a gradual but substantial transformational legal process to help minimise legal confrontations with laws set in different countries, such as environmental laws, automobile production laws, and taxation impact laws. For instance, some countries where the organisation has operations are yet to set rules on the production of hybrid vehicles, posing a considerable risk for Rolls-Royce. Besides, the company has previously been charged with a bribery case and accused of failure to observe the UN’s sustainable development programme (Baines et al., 2007). Against this backdrop, the corporation has invested in training its staff and associates in the different areas it has its operations on the legal requirements.
[bookmark: _Toc90634943]Environmental Factors
The automobile industry is one of the most significant contributors to pollution globally, and Rolls-Royce is not an exception. The company is accused of failing to invest in newer models that are more environment-friendly and continues to provide clones of its earlier models. However, on the other hand, the company invests in CSR activities as part of its long-term business strategy (Whitehouse, 2006, 281). Rolls-Royce strives to satisfy the changing environmental demands on emissions controls through innovation and product development. Indeed, this is evident in the newer hybrid and green vehicles produced by the company lately. The move is beneficial to the firm in the long term as it avoids lawsuits and associated costs in fines and penalties.
[bookmark: _Toc90634944]Porter’s Five Forces Model
[bookmark: _Toc90634945]Threats of New Entrants
The automobile industry is a saturated and capital-intensive industry (Sledge, 2005). Therefore, companies such as Rolls-Royce benefit from a cost advantage while making it hard for new entrants to achieve economy of scale. However, new entrants have easy access to distribution networks that can help them set distribution networks and venture into the business.  The corporation can utilise economies of scale to tackle new entrants through its cost advantage. Further, differentiation of products through innovation and marketing can help build a strong brand identification that helps it retain its customers.
[bookmark: _Toc90634946]Bargaining Power of Suppliers
The bargaining power of suppliers is inversely related to their number in the market. In the automotive industry, the number of suppliers essentially exceeds the number of producing firms (Sledge, 2005). Consequently, the bargaining power is weak, and Rolls-Royce can purchase its raw materials at low costs. Also, if the materials do not meet the standards required, the company can easily switch to other suppliers. Besides, since the company operates globally, it can increase efficiency by having different suppliers for different geographic zones. 
[bookmark: _Toc90634947]Bargaining Power of Buyers
The luxury cars segment of the automotive industry has a few firms producing the vehicles. Therefore, the bargaining power of buyers is low and cannot control the prices. Rolls-Royce can take advantage of this fact to build a large customer base while focusing on differentiation and innovation to attract more buyers. Besides, the economies of scale can be beneficial in developing a cost advantage that allows the company to lower its prices and attract more customers.
[bookmark: _Toc90634948]Threat of Substitutes
There are a few substitutes for Roll-Royce’s products. Equally, the available substitutes are of high prices and others lower quality. Therefore, the threat of substitutes is a weaker force in the industry. The company can tackle this threat by producing high-quality vehicles at lower prices than possible substitutes. Further, differentiation can make the products unique and competitive.
[bookmark: _Toc90634949]Competitive Rivalry
On one side, competitive rivalry in the luxury cars segment of the automotive industry is intense. This is due to large market share by existing firms, high fixed costs, large capacity increment required in production, diversity of strategies, and high exit barriers. On the other side, few competitors, positive industry growth, and high differentiation levels lower the rivalry (Martin, 2021). Therefore, Rolls-Royce can tackle the rivalry by differentiating its products, targeting new customers rather than those of existing firms, and conducting market research to establish the situation of supply and demand.
[bookmark: _Toc90634950]Porter’s Value Chain Analysis of Rolls-Royce Car Motors Limited
[bookmark: _Toc90634951]Inbound Logistics
A strong relationship between a company and its suppliers is vital for the reception, storage, and distribution of a product (Porter, 2001, 55). Rolls-Royce can be faced with severe challenges in its production of vehicles if it does not focus on the details of transforming the raw materials into finished products.
[bookmark: _Toc90634952]Operations
Analysis of operational activities is vital upon the arrival of raw materials and when a firm is ready to process the materials into the final product and offer it to the market (Porter, 2001, 58). For Rolls-Royce, these activities may involve machining, assembling, and testing. Besides, the activities include repair and maintenance services. Failure to perform these activities may lead to decreased productivity, minimal efficiency, and low competitiveness for Rolls-Royce, leading to low sales and company growth.
[bookmark: _Toc90634953]Outbound Logistics
This step involves the activities that ensure the product is delivered to the final consumer in the right form. Rolls-Royce can derive a competitive advantage and achieve its business growth goals by analysing and optimising such activities as handling of materials, warehousing, processing of orders, transportation, and the eventual delivery of its automobiles (Ensign, 2001, 19). This is because outbound value chain activities, when managed optimally, guarantee quality and maximises customer satisfaction. 
[bookmark: _Toc90634954]Marketing and Sales
Production of high quality and superior vehicles on its own is not enough for Rolls-Royce to create value. Therefore, this step is crucial in highlighting the differentiation points and benefits offered by the company’s products over those of the competitors. The corporation’s important marketing and sales activities include advertisement, pricing, sales force, and promotional activities.
[bookmark: _Toc90634955]Services
This step involves the pre and post-sale services aimed at creating customer loyalty. Being an automobile company, Rolls-Royce creates value by ensuring customer concerns on products are efficiently addressed to maintain the brand image. Further, the company offers warranties on its products, an effective tool for marketing its vehicles and retaining customers.
[bookmark: _Toc90634956]Conclusion
The internal and external environments in which an organisation operates play a significant role in its success or downfall. While the internal environment factors are within the firm’s control, external factors are unpredictable and uncontrollable. Successful businesses, therefore, must conduct in-depth analyses of these environments to develop the right policies for long-term business growth achievement. SWOT, PESTLE, Porter’s Five Forces, and value chain analyses provide the best insight into a firm’s operating environment and its challenges therein. Indeed, the discussion above has utilised the tools to evaluate Rolls-Royce’s automotive industry position critically.
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