	
	
	



	
	
	



[bookmark: _Toc1177057331]1. Executive summary.
The purpose of this assignment is to critically evaluate the strategic management of Renault in the car passenger division in UK under the umbrella of the Renault corporation. There are different views of what strategy is depending upon de author. Michael Porter’s view of strategy is a long-term plan with decisions and trade-offs to be made in order to guide the company towards the competitive advantage (Stonehouse and Snowdon, 2007). Mintzberg (1987) defines strategy using the five Ps for strategy (strategy as a plan, as a pattern, as position and as perspective).  Emergent  strategy is one of his good contributions to the strategy literature.
Renault is a French firm that has tried since the beginning to be part in the UK culture. Renault attempts to merge with the UK’s culture materialised by positioning their cars twice in the royal family. In the later years, safety and affordability of its cars was the objective of the company. 
An analysis of nowadays macro-economic environment reveals that political and economic instability are the main drivers for change. Brexit is bringing uncertainty to the equation and potential increases in import/export markets. Covid-19 pandemic is also affecting economy and socio-cultural behaviours of the population. Working from home where possible policies and restrictions to travel and socialise have reduced the need for commuting and for the usage of a private car. 	There has been a trend to turn into more green technologies leading the change towards electrical vehicles. In this aspect the change of legislation to ban gas emissions for cars by 2040 is a major driver to adopt new solutions. It has been noticeable as well the evolution of the technology towards safety, autonomous driving and entertainment. 
Car market is a very competitive market where there are several key players investing in best practices to reduce costs at minimum possible to obtain bigger margins. Using Porter’s five forces analysis, it can be outlined that buyers have gained bargain power while the existing barriers to new entrants are quite strong.  The easiest way incumbents could threat the market would be with the substitution products especially in the metropolitan area. Countermeasures to avoid loses and gain competitive advantage could be to embrace new technologies and integrate them into the product and invest in R&D for the new electrical vehicles. With the new digital era, new ways of purchasing have arisen, and attention should be paid to the customer care and customer unique experience. 
P&L results in the latest years have been in a clear decline tendency. In 2020 company incurred in loses. A strong strategy change needs to happen to ensure the survival of the group. Right change enablers must be reinforced. Vision change is required to lead the change and firm actions are to be taken with resisters Technology and electrical vehicle technology must be the priority for the future and cost reduction is crucial for the firm survival. 

[bookmark: _Toc1554476852]2. Introduction
The aim of this document is to analyse the strategic management of the Renault company in UK taking into consideration the overall strategy within the Renault Group, and to provide some guidelines for future strategy in the passenger car market. 
There are different views of what strategy is, and among the most accepted ones are the visions of Michael Porter , 
Reviewing the history of Renault will help to gain a background idea of its culture and the strategy changes undergone along the history of the company. Some analysis will be carried out using different tools and techniques to determine the current position of Renault passenger car market and suggestions will be made to improve this position. 

[bookmark: _Toc1282538588]2.1. A brief Renault history.
Renault is a known French car manufacturer that arrived in UK in 1902. Since the beginning Renault tried to integrate itself into the UK society. First Royal Family sale was completed in 1905, and a Renault Dauphine was given to Queen Elisabeth II as a gift on 1957 (Renault UK, no date1).  During world wars Renault had to adapt itself by supplying aircraft and marine engines to the allies. In 1983 Renault developed the “Espace”, as a multi-purpose van, and underwent a major crisis in 1984 due to over-staff and high costs (Farhi,1998). Renault and Volvo merged in 1991 and it was considered by industry experts as a competitive advantage that would also achieve economies of scale turning them into the sixth in world production of passenger cars and the second in trucks (Bruner and Spekman, 1998). The Volvo Renault merge agreement was dissolved in 1994 due to discrepancies and misalignment in strategy and culture of both companies. Culture misalignment or a poor fit of cultures is a typical cause of unsuccessful mergers (Schraeder, and Self, 2003). In 2006 Renault reached its peak success in UK being the third biggest car brand in the counry. In the latest years, Renault made a good investment in safety for cars and was known as a manufacturer of high safety standard cars.

[bookmark: _Toc382125034]3. Main Findings.

[bookmark: _Toc353086527]3.1. External analysis.
In order to analyse the situation of the external factors to the business a PESTLE analysis has been considered. PESTLE model (political, economic, social, technological, legal and environmental) has been widely used for assessing the external macro environment that can influence the changes in the industry.
Political situation in the UK has changed in the last years. Brexit happened in January in 2020 but as a transition period was in place, it would not have significant effects until 2021. It was forecasted a slowdown in the growth of the economy due to Brexit, and it would affect car sales as well (Bailey and De Propris, 2017). According to the previous article, PA consulting and LMC consulting forecasted a decline in the sales of cars for the after Brexit, and an increase of the pricing would also happen. Increase on prices of cars imported from EU was estimated to be 10%, but fortunately a last-minute agreement allowed free trade (Sandicliffe, 2021). Agreement between EU and UK could incur into tariffs in future if any of the parties changes slightly the environment in the shared rules (Edgington, 2021). 
Covid-19 pandemic has also created a big impact in both social and economic behaviour of the society as a whole. This particular circumstance has caused that many workers and customer do their business and shopping from home. More and more the society is turning into digital and less into physical contact. Commuting is being reduced as government recommendation to work from home where possible from 13th December 2021 due to this new Omicron variant (UK Government, 2021). Covid-19 has brought both pros and cons to the car market. On one hand there is a reduction of usage of private cars due to remote working, and on the other hand an increase due to people being afraid of crowds in public transportation.  Currie, Jain, and Aston (2021) indicate in their article that in a pandemic situation (where lockdowns can apply) the decline in the usage of the private car is high (similarly as what it happens with public transportation), while in a post pandemic condition, private car usage is benefited with a faster recovery with respect to public transportation. In the article, main findings are that post pandemic situation would produce a shift from public transport to private car usage. McKinsey survey (Furcher et al., 2021) reveals the recovery of the car industry sales, and changes in the intentions of the customers to buy more environmental friendly cars, as well as a change of tendency towards online purchasing rather than physical shopping. 
Safety technologies are in high demand on vehicles of the future, and as highlighted in the article by Coppola and Morisio (2016) the top safety features sought would be “driver fatigue, anger, and stress detection”, "accident avoidance and assistance", “night vision assistant (NVA) and head up display (HUD)” and "remote maintenance, roadside, and stolen vehicle assistance”. According to the same article, there are many technological advances that can be implemented in the “infotainment” system to keep the passenger connected to streaming audio or social networks, and in the navigation of the car both passively (as in GPS navigation systems) or actively as in autonomous driving.  
Environmentally friendly culture is arriving to car technology shifting towards electrical vehicles in UK. UK government has the intention of banning petrol and diesel by 2040 forcing the car industry to shift towards electrical vehicles (EV) but there are still many milestones to cover such as the power infrastructure required to cover the charge demands of the cars and the amount of charge points available that would increase the autonomy of these EVs (Earl and Fell, 2019).  Walker (2020) highlights that in order to achieve the zero emission,  two different type of cars would be required in the market; BEVs (Battery powered electrical vehicles) and FCEVs (fuel cell electrical vehicle). FCEVs with electrochemical fuel cells would coup the high mileage range while BEVs would be used for small to mid-range mileage. 

[bookmark: _Toc382379097]3.2. SWOT analysis.
A SWOT analysis evaluates the strengths, weaknesses, opportunities and threats of the company. Strengths and weaknesses refer to internal analysis of the firm where it can be highlighted the competitive advantages of the company as well as the potential areas to be improved to reduce the vulnerability of the business. Opportunities and threats are intended to analyse the industry sector and the competence in order to see new business niches or alternatives, and the potential dangers that can arrive from competitors. 
Strengths and opportunities identified of the company are as follows:
Renault UK is part of a bigger Renault Group that comprises more than 170,000 employees over more than 130 countries (Renault Group, 2021). Renault Group provides the subsidiary in UK the backup of a big size corporation. 
Cars are designed with nice and attractive lines of French design, and a wide variety of models are available for the customer to choose from.
The presence in the Formula 1 pushes Renault to keep investing in technological advantages to maintain their cars in the fight of this high-quality racing competition. These technological advantages are then incorporated to the new models and updates of their cars. Formula 1 competition has also helped to improve Renault’s reputation, improving the reliance and the quality perception of the general public. In 2021 Renault has decided to participate in F1 through its subsidiary Alpine to promote this brand instead of using the Renault’s name. Alpine is using Renault engines and technology so it would keep enhancing the image of Renault as a Group.
There are five brands worldwide that belong to the corporation to coup different segments of the automotive market (Renault, Dacia, Lada, Alpine and Mobilize). Alliances with Nissan and Mitsubishi motors have helped to strengthen the position of the corporation as one of the key players. 
Electric car market is viewed as an opportunity to the branch to succeed, being the Renault Zoe one of the cars which has demonstrated to be in a high demand. Sales grew to 102,868 units sold worldwide in 2020 from the figures on 2019 of 48,332 units (Groupe Renault, 2021)
Main weaknesses and threats:
Groupe Renault operating profit has declined in 2020 to a -337 million euros (Groupe Renault, 2021), while in the previous years even the profit was still positive it showed a clear decline tendency, 2662 million euros in 2019 (Groupe Renault, 2020) and 3612 million euro in 2018 (Groupe Renault, 2019). Renault Group is in a decline tendency and in an urgent need of strategy change as in 2020 the results of the total group turned into loses. 
Latest EuroNCAP test for Renault Zoe shown a zero-star achievement while the previous version of the same car was showing a much higher performance in the tests (EuroNCAP ,2021b and Paige, 2021). This could undermine the reputation in safety that Renault was having along its latest years.  In 2019 the three models that were tested scored five stars each (Arkana, Captur and Clio) according to EuroNCAP (2021a).
Reliability and safety have become a worry among Renault users due to continuous issues with car parts or safety components. In the Renault UK webpage, there can be seen the messages from the firm urging for the end user to check and to be updated with the recall campaigns (Renault UK, no date2). 
There is a clear misalignment with the Renault Group strategy, which indicates in its commitments that safety is a priority highlighted in the second out of three main points discussed in its CSR policy (Groupe Renault, No date). A misalignment between the word and the deed can be perceived as a low moral integrity, and if this was the case, it would have a negative impact (Effron et al., 2018)
A shift of customer purchase behaviour from “in store” to “online” could cause disruption in the Renault sales model, and it could be a threat as well as an opportunity to increase sales.  While traditional mode of shopping on a Renault company car was to enter the dealer’s premises, nowadays it is possible to fully configure your vehicle from the webpage and get a more comprehensive idea of how it would look like. In the dealer shop you could see limited versions of your desired model with very limited options or colours, usually the most popular ones. Configuring your vehicle through the web interface could be limitless. You could select any colour of the range available or even you could include internal or external extras to the “virtual car” and then the software would build the image of the car with the realistic appearance after applying all the selected extras. Customization allows clients to individualize their products giving them the flexibility and autonomy while engaging in the journey through the shopping process. As indicated by (Lau, and Ki, 2021) the autonomy of the client to customize can influence positively in the purchase intention.  The article by Kim and Lee (2020) highlights that the customization experience does increase the intention of purchase, and that the mechanism that underlies it is based in the customer autonomy, competence and pride of authorship which altogether contribute to the feeling of happiness.

[bookmark: _Toc228904604]3.3. Porter Five forces analysis and generic strategies.
Five forces model, the value chain, and generic strategy are still relevant even after 25 years (Stonehouse and Snowdon, 2007). There is no comprehensive method to conduct an analysis as per Porter’s five forces, but a good practice would be to analyse them in a scale to compare and to determine driving factors of different influencing forces (Dobbs, 2014). 
Bargaining power of buyers. An average vehicle age in UK is 8.4 years and the age is in an increasing tendency (SMMT, 2021). Customers are keeping their cars longer, delaying future purchases. The delay on purchases makes the competence among different brands even more aggressive and gives buyers more power as each purchase is creating a bigger impact. 
Car sale market is still a big market, but it needs to be considered that there are many car suppliers as well and therefore the rivalry among the different firms is fierce.
Bargaining power of suppliers. There are many components in car assembly and more and more car industries are outsourcing their parts to third party companies. Car manufacturers produce their components elsewhere and use their production plants to assemble the final product. Top companies keep engine manufacturing as internal rather than outsourcing it, as it can lead to competitive advantage.
Barriers to enter. Car makers are usually huge companies that have been long time in the market. “The presence of economies of scale always leads to a cost advantage for the large-scale firm” (Porter, 1998, p15). However, there are options for new incumbents to explore a niche in the market.  There are also legal requirements in building spare parts for a certain period of time to keep up with repairs, so any big company that wants to enter this market needs to understand that in case of failure, they do still have responsibility after exiting the market. These barriers to exit can also prevent new incumbents from entering into car market.
Threat of substitution. Public transportation is the biggest substitute, however with the pandemic situation, the usage of this means of commuting has been reduced. In metropolitan areas, other means of transport have emerged in recent years, and these are increasing in their usage. Apart from traditional bicycles, skateboards and so on that were moved by human power, there are now emerging transportation means fed by electrical motors which enables almost everyone to use them effortless. Improvements on design of electrical bikes, scooters, bicycles, and skateboards present a threat to the traditional car in metropolitan areas.  
Buyers bargain power.  A lot of competence in the market makes prices go down, and concern about safety and technology on the other hand raises costs of the car. With the decline of the car sales globally, buyers have increased their bargain power. 
According to Porter (1997) there are three different generic strategies that can help to gain competitive advantage which are: cost leadership, differentiation, and focus. All companies try to reduce costs in an attempt to achieve the so-called operational effectiveness. Porter’s reflection on this matter is that operational effectiveness is not a competitive advantage.  Operational effectiveness is based in the implementation of the best practices and can be easily copied and adopted by competitors, and therefore firms would reach a frontier where all the competing companies would converge (Porter, 1996). The most powerful strategy for Porter was the differentiation, where your product would have something difficultly imitable by competitors and that would provide your company the source of your competitive advantage. The so-called focus strategy is related to narrow the view of your customers and dedicate the efforts to a particular niche, where you can aim your intentions on either focus on differentiation or focus on cost leadership. 
An opportunity to differentiate will arrive from the personalisation of the customer experience. “Companies should make hyper personalization in customer care a top goal for 2025” (McKinsey, 2020).  In order to achieve this goal, investment should be made in technology and processes to obtain a seamless customer experience along the customer journey.  In the articles contained in the compilation by McKinsey (2020) it is emphasized the quick resolution of customer issues, the importance of the omnichannel successful and seamless experience, and the usage of the technology to support on the customer assistance. Contact centres can make use of latest technologies such as AI, or neuronal networks to learn about customers and customer behaviours to ultimately provide advice on how to customize the experience for each client and in real time. 

[bookmark: _Toc615009826]3.4. Using Bowman’s strategic clock 
Bowman and Faulkner (1996) described eight generic strategies to be considered (1. Low price/low added value, 2. Low price, 3. Hybrid, 4. Differentiation, 5. Focused differentiation, 6. Risky high margins, 7. Monopoly pricing and 8. Loss of market share) when positioning the company strategy. By representing these strategies in an axis model where the vertical axis represents the perceived value to the customer and the horizontal axis refers to the price that clients pay for the product the Bowman’s strategy clock figure is formed.
The history on Renault passenger car industry has demonstrated an intentional attempt to differentiate form its competitors by building safe cars at an affordable price. Strategy directives for Renault back on 1970 were to create economical cars (Renault UK, no date1), making them safe as it can be noticed by the Renault UK (No date3) “safety timeline”, where there are highlighted the safety standards adopted by the company to achieve this goal. While a car maker like Volvo developed a strategy that was clearly aimed to be the market leader in safety and using this competitive advantage to raise their prices, Renault was more interested in the mix of safety and price and therefore considered as good quality at a reasonable price product. 
Nowadays with the inclusion of the electrical vehicle, the strategy is still consistent with the affordable price and high perceived value of the product by the customer. On the latest years, the electrical vehicle launch of Renault Zoe has been a balloon of oxygen to Renault that has seen his sales increasing. Renault launched this vehicle for the segment of low-cost electrical vehicles with a reasonable mileage range. 
Both the safety and the electrical approach that Renault has taken together with the competitive pricing of its vehicles, has position the firm at some point fluctuating between strategies 2 and 3 in the Bowman’s clock (low price and hybrid). 
One of the biggest risks of the strategy taken by Renault is that not being fully committed drive the strategy into differentiation, cost or focus, can lead to what Michael Porter refers to as “to be stuck in the middle”.  A company that is stuck in the middle can lose its profitability and does not profit from the high margins that differentiation can give (Porter, 1998, p.41)
Due to the latest bad news about the compromise of the safety on Renault Zoe (EuroNCAP, 2021b), the value perceived by customers may change forcing the company to be onto strategy 2 (low price), or even in category 1 (low price/low added value).  Renault should avoid falling into strategy 1 (low price/low value) as this market is covered by its subsidiary Dacia as well as by other competitors.

[bookmark: _Toc298900186]3.5 Company culture, mission, vision and values.
Renault Group announced on April 23rd, 2021, their purpose as a business, “Our spirit of innovation takes mobility further to bring people closer” (Renault UK press office, 2021). 
Renault is committed to make technology and innovation available for their stakeholders. Emphasis is made in the care of the planet with green policies and making mobility safer and more inclusive. Diversity is a key pillar for Renault, and it is actively promoting social inclusion. 
Concepts of mission, vision and values are often misunderstood by companies, and firms often mix the different concepts into one statement, however the importance of the vision statement is clear, and it is proven to be a major driver for change (Kirkpatrick, 2017).  
Integrating the awareness of the society about ethics and social responsibility can bring the firm into a higher performance. “Socially responsible organizations are more likely to be successful” (Jin and Drozdenko, 2010). 
Van Beurden and Goessling (2008) concluded that there is a positive correlation between corporate social and financial performance. In sum, it does payback to define a CSR policy that looks after the society morality and ethics concerns. 
 
[bookmark: _Toc2090071826]3.6. Strategy change
Appelbaum et al. (2012) highlights that Kotter’s eight step model to change from his book “leading change” can assist nowadays with the strategy for change. 
Whenever a change on the strategy is taking place, there is to be anticipated resistance to change, and it would be very important to anticipate the amount as well as the type of the expected resistance, in order to take the proper actions (Kotter and Schlesinger, 1979)
Kotter’s eight step model is implemented the following steps, that can be adapted to Renault strategy:
1. Stablish a sense of urgency. This step is really important as it would enable the change of mind of stakeholders. There is no doubt that change is required and urgently as the P&L is showing loses already (Groupe Renault, 2021) and this situation cannot be sustained for long time without compromising the integrity of the group. 
2. Create a guiding coalition. It is critical to select properly the guiding heads of the change. These changes should be led by big influencers in the company, and the coalition must incorporate the right number of directives in a high-power position as well as the ones that have the right knowledge to drive the change.
3. Develop a vision and strategy. A clear vision would help to keep stakeholders aligned with the direction of the change required by the company. Lack of vision could lead to disperse actions that may act in different directions instead of pushing towards the same objectives. Recent announcement of change of the vision is a good step forward taken by the company.
4. Communicate the change vision. This is a very important point of the strategy change. It needs to be communicated to everyone involved or affected by the company’s activity, so everyone is aware of the changes coming for the foreseeable future. Not communicating the change vision could jeopardise the full strategy for change.
5. Empower broad-based action. In this step training and upskilling the workforce is very important as it would enable the existing employees to face the change at the same time as they can feel being supported by their firm. Employees would become more engaged as a result of the training and support efforts leaded by the company, and this would help to move to the direction of the change.
6. Generate short-term wins. It is important to create objectives at short time as well and celebrate the victories with the stakeholders. After a period of change where stressful situations occur, these small victories would help with the morale, and to keep the momentum required to maintain the change process running
7. Consolidate gains and produce more change. Strategy change is not just a simple goal, but it is a continuous set of goals to be achieved and maintained after reaching them. Attention has to be paid not to undo the small victories achieved. Relaxation of conditions after some initial gains could start a destructive process where these small achievements would not be consolidated and therefore causing that the strategy process fails.
8. Anchor new approaches in the corporate culture. Once consolidated the changes in short term, it is important to embed the processes and the methods in the long term. 
 
[bookmark: _Toc636369676]3.7. Outsourcing alternative
An effective and alternative way to reduce costs and improve efficiency would be to outsource some of the non-core activities of the group. Sharing common structures of the group could benefit cost-wise, as an example by sharing knowledge and resources among different business units or divisions. Outsourcing many non-core activities of the HR activities and repetitive administrative tasks can bring great cost savings for a firm (Belcourt, 2006). The core activities or the ones that would potentially be able to create competitive advantage are not advised to be outsourced. Cost reduction on services can be achieved by economies of scale, and therefore specialised companies that focus on particular HR aspects, routine administrative tasks, or IT specific tasks can achieve low costs in these activities and offer a quality service at a good price. Outsourcing has been associated with cost reduction, short-term financial benefits and has allowed firms to focus on core activities, and can provide access to niche specialists (Harland, Lamming and Walker, 2005).  

[bookmark: _Toc1223676229]4. Conclusion. 
Renault is in a critical point as the results of the last business year can indicate. The figures shown there and the tendency from the latest years were indicating that the strategy needed a change in order to reverse the future foreseeable loses. In the year 2020, these loses materialized and there is no time to keep the business in loses. An urgent action is required.
In order to keep competitive in this passenger car market, it would be required to reduce costs and improve performance. Firm needs to find its path to differentiation and attain a source of competitive advantage. Technology and electrical vehicles can help to develop this differentiation. Safety reliance in the Renault cars needs to be restored, fast actions should be taken to deal with the bad results in EuroNCAP to avoid a decline in the value perceived by consumers. 
A closer relation with the customer has to be maintained. Long term customer care is important in the future of marketing for consumers, and personalisation has to be included in the customer experience journey. 

[bookmark: _Toc271992176]5. Recommendations.
All means of production cost reduction should be explored. Best practices need to be adopted, as it is the only way to reach the frontier of cost reduction. The so called “operational effectiveness” is a must in the production and assembly chains. Outsourcing is highly recommended for the non-core functions, but in order to achieve the levels of expertise required it would be recommended to employ only the big players for each of the outsourced parts of the business. 
Vision was already communicated on 23rd April 2021, but it needs to be followed up closely, it is crucial as indicated in this assignment that the leaders of change push for the change and to monitor the results closely and as a regular basis.  Learning and development programs should be implemented to upskill workforce and to increase flexibility. Culture of the company should be aligned with the vision and new values need to be incorporated and consolidated into the firm.
Given the critical situation of the company, resistance to change has to be dealt with from a strong position. Swift decisions should be made to remove the resisters that are reluctant to change from the main power positions of the company in favour of the proponents.
Investment on R&D should be strengthened, as it would be the source of continued competitive advantage. Technology and electrical vehicle investigation should be prioritized following the initial success of Renault Zoe, but it must be corrected the issue with the safety as it could undermine the baseline of safety statements of the company. 
Strategy is not a one-time plan, but a continuous process. Monitor of the expected results versus the reality is required in order to understand whether the change is heading to the right direction. KPI’s to measure the change would be required to make sure the strategy is performing as it should. These indicators would help to make fine tuning of the change process and the overall strategy to achieve the results expected. 
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