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Executive summary 

The report aims to present the internationalisation strategy of the tire manufacturer, Continental AG. An industry analysis is covered, and it includes its present particular elements. Several chapters focus on examination on Continental global presence and market factors influencing the corporation’s decisions to move internationally is detailed. To reveal the characteristics of the tire industry as a whole and specifically, for Continental corporation, strategic analyses (such as PESTEL, Porter’s Five Forces, SWOT) are thoroughly explained. The risks associated with regions where Continental has no operations are summarised in another section. This paper also focusses on a version for international business plan for Continental comprising a company internal analysis, the external analysis, components of market entry strategy, selection of partners, customers and distributors, pricing and, terms and conditions. 
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[bookmark: _Toc40634677]Tire industry 
Between 700 to 800 tire manufacturers are on the global tire market and more the 160 are major players. About 15 of them cover more than 70% of the world tire production and from these 15, the top 5 produce half of the global manufacturing. Thereby, the tire industry is described as an industry dominated by large players.
In UK, the tire industry refers to the tire manufacturing, re-treading tires, and recycling or re-use of the tires. The UK is the home of three major tires manufacturing companies as well as one specialized for aircraft tires. Retread Business in UK includes one factory which was bought not long time ago by Continental. 

[bookmark: _Toc40634678]Key facts about Continental 

Founded in 1871, Continental has its headquarters in Hanover, Germany.
At the end of December 2019, Continental, one of the World’s Leading Technology Companies for Mobility, had nearly a quarter of a million employees working in 595 locations placed on 59 countries.
The latest Continental’s Investor’s Presentation updates on Vision 2025 by considering the following: “balance the global footprint, benefit from excellent cost position, achieve podium position in technology worldwide, and improve brand awareness further”.
Sustainability viewpoint, Continental described the way of working together having as basis a number of four values: “Trust”, “Passion to Win”, “Freedom to Act” and “For One Another”. 
Furthermore, to the same subject it is added the target that by the end of 2020 the purchased electricity to be carbon-neutral and in the next two decades the production to be carbon-neutral as representing the main lines for climate protection. 
Continental’s Code of Conduct includes its company principles for Corporate Social Responsibility. Besides the consideration of important subjects of human rights, child labor, forced labor, equal opportunities, labor relations, working time, bribery and corruption, health and safety, the company’s CSR make reference to the international view point of “respecting the laws and culture of every country where Continental operates”. 
According to the TireBusiness.com, Continental “earned spot on Fortune magazine's "World's Most Admired Companies" list in the motor vehicle parts category for 2020”.

[bookmark: _Toc40634679]Quality management and corporation’s accreditations (ISO certificates)

Whittington (2019) opines “that besides external, economic goods, professionals may be also motivated by internal goods: the satisfaction of a job well done”.
Continental is certified that applies a management system in line with the ISO 9001:2015 requirements and, as well, with the effective environmental management ISO: 14001.
Moreover, the certification in accordance with DIN ISO 29990 in 2019 is the evidence that “Continental offers to its employees the highest quality human resources development, and also that the company are consistently improving the level of quality in management development”.

[bookmark: _Toc40634680]Corporation’s strategy

The corporation presents its strategy as having 7 strategic dimensions.
Besides the technological balance and balanced customer portfolio, an important role is given to the “people who motivate, in culture that inspires”. 
To enhance the value of the corporation for long-term and to keep the position on top three leading suppliers are others strategical points that Continental focusses on.
But special attention is also given to “regional sales balance” (by balancing the distribution of sales at the global level) and to the high degree of localization by being “in the market for the market”.
In 2019, the corporate occupied the world forth position for tire manufacturer and 40 percent of Continental sales were successfully done by its Rubber Group. Specifically, for the tire industry, Continental has a broad product range as well as providing services for trade. Moreover, the corporation invest continuously in research and development concentrating more on the aspects of safeness and cost-effectiveness. 
As described in the diagram from annexes, in 2009 more than two thirds of the sales were to Europe. But in 2019 the sales to The Americas and to Asia represented more than a half of total. And the corporation target is to increase their sales even more to Asia and to American continent.
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[bookmark: _Toc40634682]Characteristics of an international company
Daniels et. al., (2011) argues that “international business has been growing rapidly in the recent decade, because of technological expansion, the liberalization of government policies on cross-border movements, consumers’ pressure to buy foreign products”.
There are companies with strong international presence. Their international experience helps them in prioritising the global market. No matter the size, companies operating overseas are faced with distinct scenarios. In order to be successful, they must accurately assess the components that shape their strategies, operations and overall function. (Deresky, 2017)
An international company could be successful if considers few important factors. By having a management capable of recognising the differences appeared because of presence in several places, contributively leveraging the diversity, the organisation can become culturally intelligent.
The diversity of value orientation can be coped if the company management knows how to build trust between all subsidiaries.
Authenticity is another characteristic of an international organisation and it is described in the literature by “having a strong sense of its own identity through learning how to enact those values and policies in various cultural contexts”. 
One more characteristic of a company was debated by Barney and Hesterly (2010) when it was about competitive advantage: “organised to capture value”. This refers “to the company capacity to organize itself in such a way to fully acknowledge the potential of its valuable, rare, and hardly to imitate resources and capabilities”. It is the only way that a company can attain sustained competitive advantage.

[bookmark: _Toc40634683]PESTEL analysis
Kotler (1998) stated the following “PEST analysis is a useful strategic tool for understanding market growth or decline, business position, potential and direction for operations”. Thus, PEST is a framework that together with SWOT and Porter’s Five Forces can be used by firms to review strategic decisions.
Porter (1985) opined about “PEST ensures that company’s performance is aligned positively with the powerful forces of change that are affecting business environment”. Later, for a better understanding the external environment of the firm, the extended literature added two more factors so now a complete one is considered PESTEL (Political, Economic, Social, Technological, Environmental and Legal).
For Continental it would have been important to take in consideration this analysis before making any steps in founding new branches.
Political influence
The political arena is known has having a huge influence on businesses. The governments are responsible for implementing codes and laws. There is a difference between political factors and legal factors. The first ones represent the trends in attitude towards business or other entities or activities. The legal factors which are described later are regulations that must be complied with.
The political influence can be exemplified by the taxes or the trade agreements or deals. For taxes, there can be discussed all the incentives or other benefits that a company can get. For trade agreements it could be related to any free arrangements between countries that the governments can deal on. 

The authors appreciate that the political influence on business environment is unique to a company, each market player being impacted more or less depending on the specific circumstances.
The stability of the government is also an important issue that must be considered.
Manufacturing tires poses some environmental and safety hazards and challenges. Thus, in the speciality literature it is mentioned that “the tire industry is exposed to the risk of political decisions that changes the demands of how tires perform and how they are produced; these legislative changes can be both costly to implement and potentially lower margins on products or even make them illegal”.
As described anteriorly, Continental have business and sales on developed markets but as well on emerging economies. On its expansion, Continental conducted a deep analysis so the choice for a new area depended also on having limited exposure to countries with high political risks. 


Economic factors
Important and valuable tools in decision making strategies are economic environments analysis and as well economic forecasting analysis and it is the responsibility of the company to consider them. Economic conditions “affect how easy or how difficult it is to be successful and profitable at any time, because they affect capital availability, cost, and demand”. (Thompson, 2002).
Economic factors refer also to the financial situations. Financially viewpoint, as figures from annual reports from the last years indicate, Continental has obtained great results. The company is very attractive to the investors or partnerships. 
Socio-cultural factors
The specific socio-cultural factors for an area or a country have a strong influence on the business environment. Some factors mentioned bellow play an important role in strategies of the companies which need to take decisions about their territory and field expansion or development. Population demographics can be an advantage worthy to be taken in calculation. Additionally, the corresponding cultural values and people’s traditions or the social taboos. 
All these elements are sometimes easy to be noticed but sometimes they are subtle.
As other industries, the tire one is considerable dependent “on economic growth as population growth and prosperity is of major importance to tire sales”. Tire sales are expected to rise gradually as the world economy rises. The specialists appreciate that most of both population growth and rising purchasing power is expected to come from emerging markets. Thus, Continental uses this strategic management tool of PESTEL in its analysis to expand.
Technological factors
Technology that is used by company it gives to it a competitive advantage. This element includes automation, better quality materials or higher quality control technology. It is generally expensive to use the latest technology and therefore it is not always available to all players on the market. The characteristics of advanced machines and technologies are linked to the reducing costs and higher outputs.
According with The Investors Report (2020), Continental permanently invests in research and development in order to “discover new ways of cutting production costs and create better and safer tires”. State of the art technology is used by Continental. And this as well contributes to ensure its competitive position.
Environmental and ecologic factors 
Nowadays an increased importance is given to the environmental awareness. So, another step in PESTEL analysis should include elements of company characteristics from the point of view of ecological or green products, waste management, causing pollution products or services, recycling, or use of renewable energies.
There is the general tendency that clients and end customers to require products that they are ethically sourced out. To picture positively in the customers’ eyes, a company needs to involve itself and its employees in recognising the importance of values such as ecologic, environment and ethics responsibilities. (TireBusiness.com, 2020) 
Therefore, the CSR (Corporate Social Responsibility) has a greater and greater importance on local and international plan.
Continental’s Corporate Social Responsibility includes the principle for environmental protection.  “Continental’s products and services are done by sustainable use of resources, and climate protection, by reducing the consumption of energy, water, raw materials, and supplies”.  
Legal factors
Another important element to be considered for this framework consists of legal factors. Any company need to take in consideration the influence that national and international regulations and laws impact its activity. 
Failure to meet the legal requirements may have drastic consequences.
About Continental, the company states that “respects the Tripartite Declaration of Principles concerning Multinational Enterprises and Social Policy of the United Nations (UN), International Labour Organization (ILO), as well as the Organisation for Economic Co-operation and Development (OECD) Guidelines for Multinational Enterprises”.

[bookmark: _Toc40634684]Porter’s five forces
Porter (1980) underlines the data that is needed to be able to assist a company’s strategic planning. This information comes from the market. Porter (1980) argued as well that “as different from one another as industries might appear on the surface, the underlying drivers of profitability are the same”. An analytical model for helping the businesses in assessing the “balance of power, the attractiveness and the potential profitability of an industry sector” is Porter’s Five Forces. 
The Five Forces consist of “industry rivalry, threats of potential entrants, threats of substitutes, strength of buyer power and strength of supplier power”. As it is illustrated in the corresponding figure from Appendix (Figure 2,) “four of the forces feed into Industry Rivalry”. Companies strive “for a competitive advantage over their rivals”.
The competitive advantage of the market is thus analysed using the Porter’s Five Forces model and below there is argued this external analyse for Continental.

Buyer Power

When analysing the bargaining power of customers, several factors need to be taken in consideration. For instance, tires are commercialised in a number of different ways to various customers. Buyers certainly have bargaining power, but it is important to take into account who the buyer is. Consequently, Continental carefully examines the market either if it is for expanding its producing capacity or for tire sales.

Supplier Power

Synthetic rubber and natural rubber are needed for the tire manufacturing and there are no substitutes for these two products. Moreover, the tire manufacturers are very reliant on high quality rubber. Therefore, all of this gives more bargaining power to suppliers.
In order to reduce this supplier power, the players on the tires markets, including Continental and some of its competitors, started investing in diverse partnerships so nowadays they own stakes in rubber plantations.

New Entrants

There is not a barrier to entry for new entrants as access to suppliers of natural rubber or synthetic rubber is not difficult.
Still, with so many options to choose from, the tire market can be assessed as fairly saturated. 
On other hand, massive investment, considerable amount of research and development and, huge capital expenditures at the beginning are necessary. 
These factors show that it is rather difficult for a new entrant to penetrate the tire market. And this is to be considered as well by Continental in its expansion plans.

Threat of Substitutes

Like to other industries, unfortunately, there is a continued emergence of counterfeit tires with brand names on them. That means a continuous threat to any tire brand, including to Continental. However, the market share of these fake tires is still very little and, luckily, it is not expected to grow. 
Other substitutes that tire manufacturers, including Continental, need to consider are the retreated tires. Few companies placed on all continents have their activity focussed on re-treading tires. One example is Superdoll OTR Tire Re-treading and Repair Plant in Ndola, Zambia.
Overall, the threat of substitute tires is still rather low.

Industry rivalry

Finally, looking at the competitive rivalry, the competitors of Continental that deserve to be mentioned as they play very important roles on the tire markets are: Bridgestone Corporation, Compagnie Générale des Établissements Michelin, Good Year Tire and Rubber Company, Pirelli & C. S.p.A., Sumitomo Rubber Industries Ltd., Yokohama Rubber Company.
Heavy competition on prices make the tire producers to fight as well on other factors such as the tire design, the tire performance indicators, the payment and other contract terms and conditions to the distributors, the brand reputation, and customer service. As described anteriorly, Continental focusses on all above criteria.
On the whole, the intensity of competitive rivalry is assessed as medium.

[bookmark: _Toc40634685]SWOT Analysis

SWOT Analysis is “a strategic planning technique used to help a person or organisation identify strengths, weaknesses, opportunities, and threats related to business competition or project planning”. This strategic management tool, the swot analysis describes the main strengths, weaknesses, opportunities, and threats of a firm, and it gives an opportunity to a company to compare to a competitor.

Strengths

By being on the market for so long time, through manufacturing high quality tires, having a strong and broad portfolio, Continental managed to expand and thus to have a strong global presence.
Consequently, anytime when it is about emerging markets, Continental can take advantage of prospects, business extension and future growth. It is well recognised that Continental manages very efficiently its plants situated in several places all over the world. Continental has done remarkably well at research and development a broad range of tires, including the premium quality ones.
From the financial situations presented in the Investors Report (2020) it resulted that the company efficiently considered its operating costs so the final figures of 2019 place Continental on an excellent position of attractiveness for investing and partnerships. 

Weaknesses

Continental places itself on the fourth position on the tire market. The corporation has exposure to different markets, including those with weak growth. Like other competitors, Continental has limited growth chances, and these depend very much on the global economy.

Opportunities

Continental has global operations and an international exposure, and this can be turned into on opportunity anytime when a regional economy moves upwards. 
Related to the growth, for medium- and long-term future, Continental is highly competitive and has an extensive expertise in investing strategically. So, for when it is expected economy growth on emerging markets, the corporation will use the opportunities to capture tire sales.

Threats

On one hand, Continental, as all its competitors, depend on the prices for raw materials. Thus, any changes of these prices will be reflected in the profit of tire manufacturers.
On the other hand, as well valid for all tire producers, Continental face different regulatory requirements. Moreover, regarding the expansion on emerging markets, which could be politically unstable as well economically insecurely, having fluctuations of the local currencies or other precarious situations, Continental can get real threat from this.

Comprising the all above mentioned, in few lines the SWOT analysis for Continental are presented in the table below:

	Strengths
	Weaknesses

	Strong brand
Latest technology
Broad portfolio
Premium products
Premium services
Global presence
Exposure to growth markets
	Manufacturing products which depend on world economy
Exposure to some weak growth markets

	Opportunities
	Threats

	Emerging markets open to new strategic investments 
Emerging markets open to new products
	Possible changes in raw material prices
New regulatory requirements in key markets
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Bridgestone is one of the well-known tire manufacturers. It is an important competitor to Continental. 
Both corporations have significant common characteristics, history on the tire markets, as they also are differentiated by some factors. 

The SWOT Analysis for Bridgestone is presented below:
  
	Strengths
	Weaknesses

	High Technology
Global exposure to worldwide markets
Well-known brand 
Low debt

	Exposure to markets weak growth
Slow growth in Japan

	Opportunities
	Threats

	Continued weak local currency (yen)
Emerging markets open to new strategic investments 
Emerging markets open to new products
	Possible changes in raw material prices
New regulatory requirements in key markets
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As a fourth position on the global tire market, Continental has an international presence. It is active in 59 countries and the geographical distribution shows concentration on continents. Africa is not yet covered from viewpoint of any production subsidiary and for sales not too much either.
When expanding globally, it is crucial to select the right partners. Moreover, a reciprocity in trust can be built if the right customers are chosen. 
Besides the overall economic, legal or political environment, the strategies of the companies’ management include the analysis of the country’s culture. To understand different culture in order to connect with local partners and local customers is clearly needed when a company wants to grow globally but efficiently in the same time.
Culture is “a notoriously difficult term to define”.
Culture is “the collective programming of the mind which distinguishes the members of one group or category of people from another”. (Hofstede, 1994)
Elements of culture are for example the following: language, communication, religion, values and attitudes and social structure.
To stick to its goals, Continental expanded to Asia as well to the American continent. 
Using the analytical frameworks described in the previous chapters, considering the individual characteristics of Continental, the company’s choices to tap into the rights markets are explicable. 

[bookmark: _Toc40634688]Elements of international marketing applied by Continental

More resources are put by Continental on marketing efforts to be internationally more effective.
And the company financial reports indicate a considerable expenditure for marketing.
When developing a market strategy, there are seven elements to be taken in consideration, known from the literature as “the 7 P”. They are the following: “product, price, promotion, place, packaging, positioning and people”. In expanding globally, because the markets, the clients and their needs may adjust rapidly, these elements should be continually re-evaluated.
Continental does a successful international marketing policy by permanently monitoring the seven elements argued by the theory. A deeper presentation of Continental’s marketing strategies is done in a next chapter.

[bookmark: _Toc40634689]International Business Plan
[bookmark: _Hlk40605221]
“The conduct of international operations depends on companies' objectives and the means with which they carry them out; the operations affect and are affected by the physical and societal factors and the competitive environment”. (Daniels, et. al., 2011)
[bookmark: _Toc40634690]Continental Rubber Group - Internal analysis 
The strengths and the weakness of Continental are to be considered for internal analysis for the purpose of extending and conducting international operations on new markets.
With its presence in 59 countries, the company demonstrated competences of playing an international role.
Moreover, it has available production capacity and uses the latest technology. As well, the financial reports show availability of funds which can be allocated for an expansion of its operations.
As being already and thoroughly faced management challenges of globalization in the last couple of decades, the manufacturer benefits from global management learning and has permanent awareness of international developments. Foreign market knowledge and international experience of human resources characterize very well Continental.
Other strong points are brand image and extended commercial network.
Company’s motivation to go on other markets, in this example, to the African countries will be related to the coverage of new regions where economies may require the products and services of Continental.

[bookmark: _Toc40634691]External analysis – tire industry in Africa

The external environments analysis is mandatory for all companies which consider implanting expansion strategies especially on areas from other continents.
For Continental, expanding to Africa would mean to take into account the physical factors such as geographical position. In completing, the economy, culture and politics of that area as well must be taken in consideration. The PESTEL analysis from on anterior chapter would bring up the importance of differences between the home-based country of Continental, which is Germany, with the African countries. 
Marketwise, Porter’s Five Forces analysis will show that the bargaining of buyers and suppliers as well as the competitive factors and the rival firms are low for those areas.
Still, the political and economy instability, the substantial differences on business regulations on home and host countries, technical barriers to international trade, altogether gives this external analysis the role to get the attention and awareness of Continental’s management in carrying out the process of its internalisation in the African regions.

[bookmark: _Toc40634692]Market entry strategy

For approaching a new market in a new region like an African country, Continental pays attention to few important elements.
In the light of the characteristics of the country business environment, and anticipating the overseas market risks, the global management efficiency requirements and profit targets are to be set from the beginning and to constitute a permanent concern.
As an entry mode on a region from Africa, Continental may choose a joint venture.
“When two or more companies share ownership of a foreign investment, the operation is called joint venture”.

On one hand, to enter on foreign markets in terms of effectiveness, an option is the international joint venture.
This option is pursued also because it allows a better collaborative strategy.  It helps as well in sharing the liabilities of “foreignness encountered in an unknown environment”.
Market uncertainties can be more easily mitigated when the joint venture option is chosen as an entry strategy on a new market, as it is the case of Continental for the African area.
This choice of Continental could be justified because of the characteristics that it helps it at the beginning when testing the market as it does not need to be a long-term solution. The cost commitment is not as high as investing everything only based on Continental’s assets. The straight access to available resources is assured. Furthermore, continental will face a reduced amount of risk. The corporation would have flexible ways of implementing its business strategies and very important, will have the possibility of multiple exit strategies.

[bookmark: _Toc40634693]Selection of partners and distributors 

An extension of its operations makes Continental analyse the two factors that it is depending on expressed by the specific literature “the consumers interest in the company’s products and services and their willingness and ability to buy them”. (Daniels, et. al., 2011)

Pricing

Various factors affect tire prices in different way. For its pricing strategy, Continental considers some important elements such as the potential volume of sales or exchange rates. There are discrepancies in currency values to be considered by the company. 
Additionally, as economy is rather poor in so many African countries, the need of tires is not so high, so altogether may lead to high prices.  
Therefore, the prices may necessitate to be adjusted. Continental’s management thoughtfully assesses the pricing component of the business plan.

[bookmark: _Toc40634694]Terms and conditions

The contractual relationships which will be developed during an expansion of the operations will integrate the subject of terms and conditions. They will refer to all general and special arrangements between Continental and its partners, as well as to all “the standards, specifications, requirements, and rules” agreed by the parts.

[bookmark: _Toc40634695]Sales forecast

Daniels, et. al (2011) argues that “higher sales mean higher profits, assuming that costs to make the additional sales do not increase disproportionately”. 
A detailed sales forecast contributes of having a whole imagine of the business plan in case Continental proceeds to increase its worldwide operations on new areas, not touched yet by now, on African regions.

[bookmark: _Toc40634696]Conclusion

A meticulous examination on the external and internal business environment and implication of those on international strategy for Continental (particularly for its subsidiary, the manufacturer of tires, Continental Rubber Group) was argued in this report.
By using different strategic management models such as PESTEL analysis, Porter’s Five Forces analysis or SWOT analysis, the main aspects for entry modes on international markets were revealed. By applications of these perspectives, on considering going internationally, on less developed regions, Continental may be able to reduce the ambiguity and the uncertainty.
Continental and its decision-makers takes profound interest in overcoming possible unfamiliarity and sometimes significant differences between home country and host country.
This work focused as well on the consideration that Continental gives to the cross-cultural risks (for instance those created by cultural diversity or by ethical practices).
Commercial risk was another major element analysed as Continental examines the competitive intensity of the area where it wants to extend. A care is calculated taking into account possible weak partner or poor execution of the established strategy.
Financial risks are also described and analysed by considering important elements as currency exposure or inflation or host country taxes regulations.
And not the least, the country risk and its consequences were exposed in this report. Most part of Africa still has unstable political system. Moreover, there still could be laws hostile to international companies. Bureaucracy, corruption, or trade barriers play an important role in explaining the negative decision of an international company as Continental for entering the African market.
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Diagram 1:
Porter’s Five Forces
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Diagram 2:
Geographical coverage of tire producers
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