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Assessment 2: Environmental Analysis of an industry



   Impact of Pandemic on Automobile Industry 
The pandemic has dramatically affected the whole world. Every country in the world gets affected either related to their services or the revenue perspective. Pandemics have paralyzed the economies of almost all countries. Due to the coronavirus outbreak, automobile industries have faced substantial global issues (Radic, 2020). The sales of cars have dropped to 64 million by 2020 in the whole world. Europe is on top of the list, which has recorded minor sales in its history from 2020 to 2021. The pandemic has also affected the customer buying behavior with context to the vehicles. According to an estimate, 68% of the people in China will consider the cars they use for their houses by the year 2021. The US has seen a decreasing trend regarding customer interest in buying vehicles. 19% of people were observed in the US to consider delaying the purchasing of cars during a pandemic (KM, 2021).
[bookmark: _Toc101696306][bookmark: _Toc101698169]Impact of Pandemic on BMW
[image: C:\Users\NLN\Desktop\download.jpg]Pandemics have hit famous vehicle brands such as ford, BMW and Dialmer. BMW is expected to generate an operating profit by the year 2020. The expectation was quite the opposite due to the pandemic. The sales in the second quarter subject to a significant loss of $700 million. About 3% of BMW shares have reduced in the pandemic period, but it has also been seen that the huge was quite significant than 3%. The margin of BMW EBIT cars slumped to minus 10% from 6%. The operating profit in the second quarter was 2 billion euros, and 488,444 vehicles were sold in the second quarter, which shows that the sales were reduced by 25% compared to the previous year. 






Figure: BMW i4 Revealed with 523 Horsepower and 300 Miles of Range
Source :( Adrian Padeanu, 2021)

[image: ]Due to the pandemic, the revenue of the BMW has affected a lot that they were not able to recover by the year 2021, and they have faced a reduction in sales by 33.6% in China, 14.6% in the United States, 10.6% in Germany, 6.5 % in the UK, 2.8% in Italy and 3.15 in Korea (Dobrin, 2021). 
Figure: BMW Breakdown in 2021
Source: (Dobrin, 2021). 
[bookmark: _Toc101696307][bookmark: _Toc101698170]Crisis and Strategies of BMW 
Pandemic have affected the BMW in many ways and many of challenges that are aroused to this disease here are some of them
[bookmark: _Toc101733162]Disrupted Supply Chains 
Due to the coronavirus outbreak, BMW has reached such a state that they have close the factory in South Africa and European plants due to the lower demand. The natural buying volume of the BMW cars has reduced to 20%. This approach has significantly affected the suppliers. Sole dependence on OEM production, tight margins and precipitous corona dependent market reduction led to the risk for the suppliers. As its network of BMW is very vast thus, plant closures have a significant effect on the suppliers. The supply chain of the BMW is quite huge, and it gets disturbed by the domino effect resulting from the supply shortages and plant closures led to the supply chain disruption of BMW. In the pandemic following are the approaches used by the BMW to overcome the situation (Viippola, 2020).
[bookmark: _Toc101696308][bookmark: _Toc101698171]Manufacturing Reduction 
Eight thousand employees are working in the UK of BMW. Near Oxford, a mini-factory is working on manufacturing BMW cars and other vehicles. BMW also have a plant in Hams Hall and Swinton, and they have become successful in making the Rolls Royce in Goodwood. This has disturbed the customer demands. The semiconductors shortage is also shown in the pandemic situation, which is the major component in making the vehicles. Due to the semiconductor shortages, the production of BMW has significantly halted. Due to the pandemic, the manufacturing of the BMW has been incredibly hit, and the disease has led the BMW to shut the production in both factories. BMW also has a manufacturing area in Spartanburg, which was shouted down in April 2019 due to the pandemic. Thus the reduced production resulted in reducing the sales of BMW. The sales of BMW is dropped to 8.4% by the year 2020. The sales of BMW dropped to 15% in Europe and 185 in the United States (Santos, 2020).
Employee Retention Issue
It is the most common issue that any company have to face, but in the pandemic situation BMW has faced employee’s turnover issues due to retention issues of the employees. Due to pandemic the company have to maintain the social distancing and therefore the attendance in the workplace has reduced which  results in disturbing the employees jobs and they have left the BMW at greater rate which not only affect the management but it has also affect the revenue of the company. The revenue of BMW has reduced by the end of 2019 drastically, but slowly and gradually increase by the end of 2020 (Ganhão, 2021).
	Year
	Revenue
($)

	2019 
	113,111

	2020
	116, 798



[bookmark: _Toc101696230][bookmark: _Toc101696309][bookmark: _Toc101698172]When the Covid-19 outbreaks in late 2019, the company's revenue dropped to $113,111 because the sales have also affected. The increment occur in 2020 end and reached up to $116,798, but the total recovery of loss was not attained, which needs to be recovered by using various business management approaches. BMW has used various strategies and measures to cope with the pandemic crisis and thus recover the loss by 2020. Here are some of the strategies used by BMW to cope with the pandemic at their outbreak. 
[bookmark: _Toc101696310][bookmark: _Toc101698173]Strategies used by BMW
Following are the strategies and measures adopted by BMW in the pandemic situation:
[bookmark: _Toc101696311][bookmark: _Toc101698174]Risk Management Plans 
At the time of the pandemic, the suppliers of BMW had adopted robust supply chain strategies for business continuity because, at that time, all the companies got collapsed. No company was even on the verge of continuity in such a situation. To continue the sales at a slower rate was very much needed, which helped the company secure from default. Following are the strategies adopted by the company are as follows: 
· Diversifying Supply Chains 
It means diversifying the product choices and increasing the range of suppliers because more number of suppliers helps in operating the business successfully. It allows BMW to cope with changing trends of the market and customers, and it also will enable BMW to provide better quality services. 
· Multi-source essential commodities are secured to reduce the reliance on each supplier.
[bookmark: _Toc101696312][bookmark: _Toc101698175]Attention towards Supply Chain 
The workforce shut down during the pandemic, and all the plants were out of order. The suppliers of BMW have ensured proper attention regarding inventory at the supplier production timetables, supplier locations and shipments of suppliers, along with an early reminder of shortages and ensure the upper tiers provide feedback on time. BMW has arranged the electronic connection with key suppliers directly so that they have received real-time data on the inbound flow of materials and products. This thing has helped BMW to increase their decision making capability as well as improve its management (Szkudlarek, 2022).
[bookmark: _Toc101733168]Digitization 
As the customer demand has transformed in the pandemic situation. In such circumstances, the customer wants the new and innovative things to facilitate themselves. As BMW is heading towards the digital transformation to sustain in the crisis, they can better communicate with their customers so that the customer will not change their brand. Due to the pandemic outbreak in 2019, 2020 was the time to stabilize and recover the losses faced by the BMW. Due to the issues of social distancing, the customer feels inconvenience in having the face to face interaction? Customers think the reluctance to have a visit to buy the vehicles. They have expected safer ways, such as contactless options to purchase cars (Yu, 2022).To tackle this issue, BMW has quickly shifted the gears to make their customers satisfied. Munich has accelerated the efforts to introduce the digital transformation to increase and streamline the process and facilitate collaboration from any place in the world. Due to the digital change in the workplace, the people stayed away from the pandemic, and the BMW became in engaging the customers, dealers and employees. Digitization has significantly impacted the crisis. Following are the things that have been obtained using digitization (Zhou, 2022).
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Figure: Digital Transformation 
Source: (Zhou, 2022).
[bookmark: _Toc101696313][bookmark: _Toc101698176]Increasing Employee Engagement 
The retail partners and internal teams have the issue of communicating with each other, and in such circumstances, digital transformation has proved to be very helpful. By using video conferencing, both parties have excellent communication to exchange ideas and situations. It was a grand challenge for BMW in the social distancing situation and lockdowns. However, it was pretty difficult for the employees to use the technology. For this reason, BMW has arranged the training and coaching for the employees using the remote services to engrave the best communication among post-sales teams and sales (Takahashi, 2022).
[image: ]
Figure: Employee Engagement through Digitization.
		Source: (Takahashi, 2022)
[bookmark: _Toc101696314][bookmark: _Toc101698177]Increase Dealership Virtually 
BMW has introduced a CRM system to link to more than 5,000 dealerships having 80 various designs along with online events and apps. BMW have gathered all the information into a single platform. Thus the sales become more accessible, and the customer became facilitated at each touch point. BMW then accepts that almost everything can be possible using the online mode and platforms. It has also been seen that most dealers have started using video conferencing to have meetings and engagements. At the same time, others used to share the screens via video conferencing for contactless test drives and vehicle configuration. Thus by using digitization, BMW has overcome the customer preferences issues during the pandemic by streamlining the online mechanisms and improving data. Customer satisfaction is thus achieved by involving digitization in the workplace (James, 2022)
[image: ]
Figure: Virtual Dealership of BMW 
Source: (James, 2022) 
[bookmark: _Toc101696315][bookmark: _Toc101698178]Recommendation  
BMW must promote their services, and for this reason, many things need to be done at the workplace. BMW must follow the following steps for their business survival in the pandemic situation.
· [bookmark: _Toc101696316][bookmark: _Toc101698179]Resolve 
BMW have to make the nerve centers to steer the organization, which will act as the guidance hub and helps in aligning all stakeholders—taking measures to protect the employees. Improving the liquidity, spending control tower and reducing costs help maintain the financial health of BMW. By adopting these measures, the recovery rate will be slow but will be achieved with time.
· [bookmark: _Toc101696317][bookmark: _Toc101698180]Resilience
As BMW has faced the issues of a pandemic due to economic pressures and lockdowns, they have to solve the cash management problems to recover from the crisis and loss. For this reason, past downturns help in knowing what makes the BMW Resilient? The resilient companies consistently sustain the revenue growth during the recession, moving harder and faster on productivity. They always focus on and maintain the balance sheets before downturns. BMW have to make the end to end plans for a speedy recovery.
· [bookmark: _Toc101696318][bookmark: _Toc101698181]Return 
It is difficult for BMW to restart or resume production. For this purpose supply chain approach need to opt carefully. BMW have to protect the workplace first, and for this purpose, they have to look after the supplier network to show readiness. They have to know about the networks, workplace, systems and people available. BMW have to make the matching supply, demand and product portfolio.
· [bookmark: _Toc101696319][bookmark: _Toc101698182]Imagination 
BMW has already shifted the company to use the technology to meet the need of customers and fulfil the employee’s expectations. In such a situation, BMW has to gain in-depth insight into how can they engrave the use of technology in the workplace to promote the new model of the working method. For this purpose, BMW has to reimagine the ways of using technologies such as the employees at the workplace have to urge other employees and train them to use the innovative approach to reduce the burden. They have to shift from fixed to the variable cost, which will help BMW tackle the high volatility by lowering the breakeven volume.
· [bookmark: _Toc101696320][bookmark: _Toc101698183]Reform 
[image: ]It is necessary to have enough knowledge about the future changes that can occur in society. For this purpose, BMW has to consider the strategies for future societal issues or crises that can affect the company. Resilience needs to be improved by making necessary changes in the supply chains and using the local to the local supply chain, which will ensure flexibility (Company, 2020).
Figure: Five Steps for Business Survival 
Source: (Company, 2020) 
[bookmark: _Toc101696321][bookmark: _Toc101698184][bookmark: _Toc101733172]Conclusion 
The pandemic was an outbreak in 2019 that has affected the economies of many countries and, most specifically, the automobile industry. By the year 2020, the automobile industry sales have to bear a loss of $64 million. BMW had to bear the loss of $8.4% drop in vehicles sales as the outbreak of coronavirus took its toll and many retail outlets around the world. About 3% of BMW shares fell due to the pandemic. Despite a loss of 666 million euros ($787 million) in the second quarter as a result of coronavirus lockdowns, BMW expects to achieve an operating profit this year. The sales have reduced to a poor extent, and the supply chain gets affected due to the interruption in sales manufacturing. For this purpose, BMW has opted various strategies to overcome the pandemic situation, such as by making the workplace digitalize. The loss has been recovered to the maximum extent. The employees were able to tackle the problem using digital tools and maintain the company image and quality. Satisfying the customers according to their digital technology proves to be very helpful.  
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Breakdown of BMW Group's worldwide automobile sales in FY 2021, by region
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