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2. Introduction

This document is an essential first step when developing the final project. This is a project initiation document that will look at the rational behind the problem the company in question is facing, and how best they can overcome it. The main aim will be to outline a set of aims and objectives on a rough timeline which will then be built upon for the final document. The document will also present a business case as to why it is important that the company take on board the recommendations and look to adapt their operations. The industry I will be focusing on will be the automobile industry, more specifically those companies which operate and have stores within the United Kingdom, but who have initially started up in other countries around Europe. The main company I will focus on is BMW, however I will draw comparisons to other foreign businesses to see how they are operating. BMW was founded on 7th March 1916 as Bayerische Motoren Werke AG (BMW Group, 2018). BMW employ over 134,000 employees across Europe as of 2018. Alongside this, they have 31 production locations across 15 countries (BMW Group, 2018). Statistics show that BMW’s UK market share sits at around 5.85% as of July 2019, however it has reached highs of nearly 10% (Statista, 2020). Despite the fluctuation, BMW still performs at a relatively decent level, with only Volkswagen and Ford performing better from 2014-2019. The problem I will be looking to help BMW deal with is Brexit and how they can continue to operate efficiently and improve sales despite the uncertainty it will bring. Despite the UK officially leaving the EU on the 31st of January 2020, there is still many questions that remain unanswered regarding trade and other areas, meaning the speculation could be difficult for business.  
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3. project justification

This project is important to BMW as Brexit is a key issue that has been affecting the United Kingdom and its residents for years. Having uncertainty in this way could potentially affect the way in which BMW will trade, both with its suppliers and its customers. This is due to there not being full trade agreements in place currently, meaning they will be unaware as to whether it will become more or less expensive to purchase from suppliers in other countries.

3.1 Aims and objectives

In terms of the aims of the project, it will look to find out the potential effects that Brexit could bring, looking at both positives and negatives and how they would need to respond in either situation. The objectives will first be to analyse the current strategy BMW implements and how it could potentially need to change. It will also look to see if they could potentially be more efficient in their trade. Another objective will be to compare their sales and marketing to competitors to see how they are performing in comparison to them and look as to whether they can take inspiration from their work.

3.2 rational

In terms of the rationale behind this project, it is clear to see from the information in the introduction that BMW generate a high quantity of sales within the UK. This means that the uncertainty could have an effect on sales. Many economists and politicians believe that the result of Brexit will lead to a reduction in real income for UK residents. Alongside this, the rise in inflation will lead to a lot of people in the UK potentially having less disposable income. BMW is considered to be a higher class automotive company that specialises in top range goods. This means that if people are uncertain in the economy and have less disposable income, they will be less likely to invest in things such as luxury cars. This could in turn lead to a loss of sales for BMW. One model which backs up the need for this project is PESTEL. With PESTEL, the model looks at 6 key areas which can affect business performance and how they are expected to operate. The 6 factors are Political, Economic, Social, Technological, Environmental and Legal. Each term from this acronym will have an effect on BMW from the aftermath of Brexit and so it is important that the model is analysed. Performing a PESTEL analysis can also be helpful when developing a strategy or tactical plan (Oxford College of Marketing, 2016), as is the aim in this project. In terms of political factors, due to the unstable nature of our politics brought on by Brexit, BMW will be unaware as to what level of government intervention there will be in a post-EU United Kingdom. This means there is uncertainty as to the policies behind important issues such as trade, fiscal and taxation policies (Oxford College of Marketing, 2016). The next factor is economic. For a business that is looking to maximise profits such as BMW, this factor is arguably the most important, as the economic performance after Brexit will directly affect the organisations profitability. Economic factors also include issues such as employment rates, interest rates, material costs and foreign currency exchange rates. For example, if Brexit leads to a higher unemployment rate in the UK, it is likely that this would impact on BMW’s sales as they are a high-end company that produce expensive goods. Exchange rates will also heavily impact BMW, as they source their car parts from Germany who use the Euro (Maverick, 2019). This is another potential issue as it could have an effect on the price of importing their goods, either leading to them being forced to increase their prices or see a reduction in profitability. A potentially worrying statistic for BMW is that as of April 2019, the British economy had shrunk, bringing with it a dramatic reduction in car production (Partington, 2019). In terms of social factors, with relation to Brexit, it may be a less pressing issue to focus on for BMW, however it would still be worth considering any changes in customer needs or wants. For example, becoming a nation outside of the EU may lead people to want to back British businesses as opposed to foreign companies, leading to a rise in demand for British vehicles and people opting against European car companies such as BMW. The fourth factor is technological. This is to do with the advancement of technology surrounding distribution and manufacturing, but also in terms of innovation for their cars. A recent article in Deloitte predicts that the UK leaving the EU without a deal as it did last month will lead to disruption in the technology sector and impact on innovation (Deloitte, 2019). This will not make good reading for BMW, who are considered one of the most innovative in their industry. The second ‘e’ in the acronym is environmental, concerning points such as how a company can be sustainable, as well as companies incorporating CSR (Corporate Social Responsibility). The environmental impact of Brexit is that there could be changes in regulations that force companies in to being more sustainable in their manufacturing or recycling more which could cost BMW money. The final factor is legal. Arguably, knowing the legislation of the country you are operating in can be the most crucial point for a business as it essential a company knows what is legal. As mentioned in the previous factor, it could be regarding environmental legislation, as well as key areas such as employment law, trade laws and health and safety. When the UK was apart of the EU, they followed the laws set by the EU and so there was a clear set of guidelines in terms of what was allowed. However, since leaving the EU, the British government now need to decide on their own set of laws. Although they are expected to be similar to EU laws, there may be slight changes that BMW will need to make themselves aware of. As it stands, the UK are currently in a transition period until the end of the year to try and sort out issues such as trade deals with the EU. In the meantime, the UK are still apart of the customs union, single market and still have to follow EU law (Eisenberg, 2020). However, BMW will need to pay attention to negotiations between the UK and EU, hoping that they come to agreement on trade deals and laws that benefit BMW. If no deal is reached by the deadline, the UK would then have to abide by WTO (World Trade Organisation) rules, meaning tariffs on exports to the EU and imports to the UK, which could vastly effect BMW’s profitability (Eisenberg, 2020).
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4. BUSINESS CASE AND PROJECT APPROACH
4.1 benefit to the organisation

There are many potential benefits of doing this project to BMW. Firstly, due to the uncertainty of what exactly Brexit will bring over the next few months and years, this project will allow BMW to establish a balanced look at the potential pros and cons and plan accordingly. Some potential negatives were listed above, in terms of positives however one potential positive could be that UK residents would have more disposable income from the removal of EU VAT (IG, 2020), meaning they may be more likely to buy luxury goods from companies such as BMW.  It is crucial that all businesses regardless of their background are prepared for all potential outcomes of Brexit and so this project will help them to prepare for both the ideal and worst case scenario. 

4.2 BACKGROUND LITERATURE
Due to how big of an issue Brexit has been for both the UK and the EU over the past 4 years, there is no shortage of literature available to use in the final project. A few examples will be included in this section to show the level of information that is available. Alongside all of the information previously given in the document, a recent newspaper article shows how BMW have already suffered disruption to their business in October 2019, as they were forced to close down one of their factories in Oxford for a few days amidst possibilities of a hard Brexit (Farrell, 2019). A second article also states how BMW would potentially be forced in to removing production of certain car lines such as the Mini, in the event of a no deal Brexit, which would drastically affect their sales within the UK (Musk, 2019).
There are also a lot of academic pieces of writing which mention how the UK car manufacturing industry has thrived since 2010 due to their membership of the EU, and how the industry is responsible for around 800,000 jobs (Bailey and De Propis, 2017). Some sources even predict that the automotive industry could see production nearly cut in half due to the result of Brexit (Riley, 2019). There is also a vast amount of information useful to BMW on how Brexit could affect UK residents spending habits, which is extremely important. A report published in Deloitte found that ‘in the second half of 2017, the economy slowed as consumers feel a squeeze on spending driven by rising inflation and low wage growth’ (Walton and Perkins, 2017). The report also goes on to mention how businesses need to be mindful of consumer attitudes and confidence, as it could lead to reduced spending (Walton and Perkins, 2017). This brief literature review shows that due to the contemporary nature of this issue, there will be no shortage of academic information relating to the project’s main aims. 

3.3         potential risks

In terms of risks, it could potentially become an issue in this project that it may have an element of bias, due to either the consultant or those responsible at BMW’s own political views. Due to this, it is essential that the main project gives a balanced argument on how the business could benefit and also potentially be harmed by Brexit’s outcome. The success of this project will be determined largely by the ability to remain unbiased throughout.  




5. Research Methodology
5.1 Primary research

In terms of primary research, due to the size and stature of the company in question, it would be difficult to acquire primary research from within BMW, so all information for the main project will be done through secondary research.

5.2     secondary research

As mentioned, the project will be made up of just secondary research conducted through literature reviews, an example of which was given in part 3.2 of this document. The project will also include personal opinion given from the consultant(s) on the project, backed up by evidence provided in the literature review. Secondary research comes with many positives over primary research, such as ease of access and the fact it is of a relatively low cost to acquire and in many cases often free (KnowThis.com, 2020).
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7. PROJECT PLAN

	Activity 
	Start 
	Finish

	Project Initiation Document
	1st February  
	28th February

	Finding Data Relevant to Project
	29th February
	3rd March

	Preparing PowerPoint to Present to Peers
	3rd March
	4th March

	Presentation on why this project is needed
	4th March  
	4th March 

	Collecting secondary data through literature review
	5th March
	10th April

	Analysing the data 
	11th April
	18th April

	Developing the report
	19th April 
	25th April 

	Final report submission
	8th May 
	



Above is a brief layout of the timeline in which this project will be completed. It is important that the timeline is followed when appropriate, however there may be a few date changes if and when needed. 
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