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[bookmark: _Toc88859548]Introduction
[bookmark: _Hlk91934347]BMW or Bayerische Motoren Werke AG is a German-based multinational automobile manufacturing company that was established in the year 1969 in Munich, Germany. The company is currently operating worldwide to manufacture luxury vehicles, transport automobiles and motorcycles. According to the reports of 2020, the company had total revenue of €98.99 billion. The total number of employees that the company currently has in h operating units is around 134000. 
                                                  [image: ]
This particular paper will focus on understanding the internal and external business challenges that are present in the operations of the company. The paper will include the SWOT analysis, PESTLE, porters five forces analysis, competitive analysis and value chain analysis of BMW. 
[bookmark: _Toc88859549]SWOT analysis
BMW operates in the global market in which there are a number of opportunities and threats present that the company needs to overcome to function optimally. The following is a SWOT analysis to understand the strengths, weaknesses, opportunities and threats that are present in the business environment of BMW: 
Strengths: 
The company has a very high brand image in the international market, as it is one of the most valuable automotive brands in today's global automotive industry. In addition to this, the studies have stated that the company is strong in terms of geographical diversification (Smink et al., 2017). BMW has its revenue streams spread across the globe through graphical diversification because of the opportunities that are present in different countries. Over the years, BMW has built a strong partnership with China in terms of its production units and the raw materials that it requires for the manufacturing processes. There have been very few automotive companies that have a strong partnership with China as compared to the BMW partnership, which provides a company with a strong background. The company has also established itself in manufacturing hybrid and electric cars, which are providing the company with a sustainable approach. 
Weaknesses: 
The debt levels of BMW are constantly increasing and the company has a weak automotive brand portfolio where product differentiation is a major weakness. 
Opportunities:
The demand for autonomous vehicles is constantly increasing and the rise in fuel prices are increasing the demand for electric cars. In addition to this, the Euro exchange rate is weakening which is preparing the company for a growth opportunity. 
Threats:
The increase in the level of competition in the global market and the government regulations regarding the increase in the cost of raw materials are the major threats (Christiansen and Strobel, 2019). 
[bookmark: _Toc88859550]PESTLE analysis
The following is the PESTLE analysis that can provide an overview of the macroeconomic environment of BMW: 
Political factors: 
· Regulations regarding carbon emission 
· Political instability in developing countries like China and Brazil
· Policies regarding the end-of-life vehicle recycling system
Economic factors:
· Fluctuations in the global economy can impact the valuation and profit of the company
· Fluctuations in the global GDP and the tariff rates in different countries increase the cost of raw materials (Zhongming et al., 2021)
Social factors: 
· The cultural differences that the company needs to a b by manufacturing the products to fit the payment of the market. 
· Locations such as Austria and South Africa required heavy research and development for marketing.
· Increase in the popularity of digital media marketing and the requirement to remain highly active on social media platforms. 
Technological factors: 
· The increase in the demand for automated components of automobiles such as voice control and auto-driving features (Zhongming et al., 2018)
· Constant up-gradation of technology is required to be implemented in the manufacturing processes of the company.
Legal factors: 
· The different laws that the company needs to abide by while operating in different countries around the globe. 
· Changes in the laws can negatively impact the performance of the company in terms of manufacturing new technologies. 
Environmental factors: 
· The constant focus of the Global business towards sustainable practices and sustainable products (Kim et al., 2017). 
· The need to reduce carbon footprints and develop hybrid cars that emit less CO2. 
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One of the major challenges that BMW experiences in the internal business environment are the lack of a strong brand portfolio as compared to competing automotive companies. One of the major reasons behind the poor portfolio of the company is the lack of proper product differentiation. This has been affecting the business operations of BMW in a number of countries that are highly developed such as the UK and Australia (Santos, 2020). In addition to this, the company needs to shift its focus from traditional manufacturing methods to sustainable manufacturing methods because of different factors such as climate change and global warming. In order to shift the manufacturing techniques, the company requires raw materials that come at a higher cost as compared to the traditional raw materials. In addition to this, there are a number of governmental regulations that have been implemented in different countries that have increased the tariff rates, which are increasing the threats of the high cost of production (Čižinská et al., 2021). A number of competing companies are there that emerging in the market such as Tesla and Volkswagen, which are imposing threats on the business operations of BMW. 
[bookmark: _Toc88859552]Challenges of the external business environment 
Similar to the internal business environment there are a number of challenges that BMW needs to experience in its external business environment of the global market. One of the major challenges that the company has been facing over the years of its operations is the political instability that is present in different countries such as India, Brazil and so on. The political situation of these developing countries constantly changes which impact the business operations and the profitability of the business to a great extent (Jiang, 2018). In addition to this, the global economy is constantly fluctuating and factors such as the covid-19 pandemic have also impacted the economy and the exchange rates which have resulted in a higher cost of production and other operations for BMW. The company constantly needs to bring changes within the operational systems because of the increasing demand for advanced technology in the production units and the need to remain competitive in the global market. The use of the latest technology impacts the brand perception of the company among the customers which enhances the value of the brand and provides it with a competitive advantage. However, in order to use the latest technology the company needs to bear an extra cost of operation, which usually affects the overall profit of the company (Kukkamalla et al., 2020). Changes in the governmental policies that are currently present in the different countries for the automotive industry is a major challenge that the company has been facing over the years because the way in which the company operates is highly dependent on the regulations. This is because BMW needs to abide by the laws and rules that are made by the government of a particular country in order to remain ethically and legally correct. However, when the regulations change, the company needs to bring a number of changes within the operational units that can result in extra costs and efforts for BMW. 
[bookmark: _Toc88859553]Porter's five forces analysis
The following is porter's five forces analysis that can provide an overview of of the threats and opportunities that are present for BMW: 
Bargaining power of suppliers: the total number of suppliers at present in the Global markets who can provide the company with the raw materials that it require is significantly high (Haider, 2020). Due to this particular reason, the bargaining power of suppliers is low as the company can choose alternative suppliers to purchase the raw materials if they are not satisfied with the rate of a particular supplier. 
Bargaining power of customers: in the global automotive industry the power of customers is significantly higher because the number of companies that can provide similar types of products is more. There are a number of automotive companies such as Tesla, Volkswagen, Toyota and Tata who can provide similar types of products at a lower price. Due to this particular reason, the customers have the opportunity to choose to go to other companies to purchase the vehicles of their choice and have greater power over the price. 
The threat of new entrants: the threat of new entrants in the global automotive industry is low because companies need to invest a high amount in the different aspects of business such as research and development and manufacturing units (McElhaney et al., 2017). In addition to this, the availability of soil suppliers is also low in the market, which makes it difficult for companies to easily enter and gain establishment. 
The threat of substitute products: there are a number of companies present in the global automotive industry that can provide substitute products of BMW products at a lower price. Although the quality of the substitute products is not very high, the products that the company manufactured are quite expensive which may shift the focus of new customers to the substitute products at a lower price (Henares, 2020). Hence, the threat of substitute products for BMW in the Global automotive industry is quite high. 
The threat of rivalry: as mentioned before the number of companies competing with BMW in the Global automotive industry have gained significant establishment and growth in the international market. These companies have gained a high reputation in terms of high-quality products and services, which makes the competition and rivalry in the international market of the automobile industry significantly high. 
[bookmark: _Toc88859554]Value chain analysis
Inbound logistics: According to the data, BMW sources globally from more than 12000 suppliers. The company has its largest supplier network in Germany as 38% of the raw materials are exported from the country itself (Dewalska-Opitek, 2020). The leading logistic partner of BMW is DHL that supports the operations of the organisation in the entire supply chain management and outbound logistics. 
Marketing and sales: the company has been able to develop a strong brand image in the global automotive market with the help of its constant focus on innovation and quality. The company has its own slogan "sheer driving pleasure" which is a strong aspect in the marketing and sales of the company that engages the customers for the promotion of the products. According to statistics, there are around 149 motorcycle retailers in the United States and 38 dealerships of Rolls Royce. 
[image: ]

Outbound logistics: the company has established a great network of retailers in dealerships for the outward flow of services and goods (Hoppenburg, 2021). In terms of outdoor logistics, DHL also plays a significant role as a logistic partner to provide a network of dealerships outside Germany. 
[bookmark: _Toc88859555]Competitive analysis
The topmost competitors of BMW in the current global market are Mercedes, Audi, Volvo, Jaguar, Skoda, Hyundai, range rover, Toyota and Honda. Despite the high amount of competition that is present in the market, the company has been able to retain the top position among the 15 most popular luxury car brands in 2021. Although the company has been able to retain its position in the market, there are a number of aspects that are required to be ensured by the company to retain the position in future (Azevedo, 2020). If the product portfolio of the company is compared with other organisations such as Tesla and Audi, it can be observed that BMW does not have a strong product portfolio, which may impact the competitive advantage of the company in future. The company can include different strategies of building a better product portfolio and product differentiation that will help in mitigating the major threats and challenges that present for the company. 
[bookmark: _Toc88859556]Conclusion
The business environment affects almost every operation of a company and this particular paper has focused on understanding the challenges that are present in the internal and external business environment of BMW. From the overall analysis and discussion, it can be concluded that the company has a number of challenges that it needs to overcome in the business environment in order to increase its efficiency and operate optimally in the international market. Although the date of 2021 states that the company has retained its top most position in the international market, it must overcome the challenges that are present in the business environment to remain effective in the long run. 
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