
BMW BARGAINING POWER OF SUPPLIERS

The suppliers do not provide a credible threat for forward integration into the industry in which BMW operates. This
makes the bargaining power.

Customers who shop for luxury automobiles know they are looking the best car money can buy. BMW needs
to focus on differentiating its products so that the actions of competitors will have less effect on its customers
that seek its unique products. Balogun and Johnson , p Future challenges and competitors Looking too far
ahead too fast undulating out a new or modernized model almost after every few months, might shift emphasis
on getting a new model to market rather than focusing on issues that may develop with existing models, issues
such as software, and mechanical problems. There are a minimal amount of suppliers in the industry and this
is another reason why suppliers hold a decent amount of power. These all are creating an immense and
powerful competition for the BMW Dudovskiy,  This mutual collaboration can be used to spread costs or as a
market entry strategy. Czarniawska and Hernes , p All the above strengths and many others has places BMW
in a good position with respect to the main strong competitors in terms of performance, features, dealer
networks , foreign markets, for example Lexus, Mercedes-Benz, Audi, and even Cadillac. Power of Suppliers
Suppliers also play a significant role in the production of the goods in automobile industry. Car industry is
highly depended on their suppliers, because of advancement of technology and materials needed to build car.
As a result, it is difficult for competing firms to win the customers of each other because of each of their
products in unique. Dentchev, N. Our analysis shows the threat to new entrants on a scale is a 2. A stronger
force means lower profitability, and a weaker force means greater profitability. Gunasekaran, A. Power of
Buyers In order to capture a large target audience and more customers, techniques of marketing and
advertising are used and a huge amount of budget is spare for the cause of influencing the customers. BMW
should consider product innovation to reduce toxic emissions and to develop more efficient engines such as
full cell technology which will replace standard car engines. This difficulty in switching makes the bargaining
power of buyers a weaker force within the industry. This is big new because in the past half decade, the luxury
automotive industry has seen sales drop repeatedly. Balogun and Johnson , p The reduced price of diesel when
compared to petrol is clearly a significant factor in this change and is likely to continue, therefore the
continued development of cleaner and more efficient diesel engines for the Group's cars would be likely to be
rewarded in the future. Dawson, S. Retrieved from bmvsmb. Hambrick, D. Suddaby , p The global automotive
market is extremely competitive. There is a strong emphasis on advertising and customer services as well.
BMW is quite concerned about the excellence of the products they are manufacturing while considering the
cost and quality of the parts provided by the suppliers. This is why a threat level of 2. This makes it easier for
those producing large capacitates to have a cost advantage. The inputs of luxury vehicles are going to be
different than those of lower end, value vehicles. Coe, N. However, there may be occurrence of risks from
other automobile companies including producers of cars and sports bikes. People in a certain social class or in
a certain income level, and they are referred to as inspirational group for that individual. Product
differentiation and quality of products are important to buyers within the industry, and BMW can attract a
large number of customers by focusing on these. If the inputs materials, labor, and services were standard
across the board than the differentiation between many vehicles would be nonexistent. As a result, it is
accepted among customers that BMW might charge higher prices. Ahlstrom and Sjostrom , p On the other
hand, intense rivalry is strong because the major players are dominant in the market by nearly same
technology and manufacturing processes, supplier's relationship and distribution systems. This means that
there is no ceiling on the maximum profit that firms can earn in the industry in which BMW operates. Many
"value" cars such as Ford and Honda are featuring cars with built in touch screens on their deck. Gharib and
Wahlqvist Differentiation and increase in technology will tie customers with authorised service dealers
throughout the life of the vehicle.


