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Why such as topic

Car manufacturing, source of globalization : 

September is every year the most important month for the car industry. Two of the biggest motor shows take place in this period (Frankfurt, and the “mondial de l’automobile – Paris”). Every important announcement is made in this time like the future strategy of brands of this market. 

For us, the car industry is one of the main characters in industrial globalization. It concerning everybody, this market has consequence on other and vice versa (ex: oil market, plastic market, employment market, the sport and so.)

A French firm, a worldwide reputation:

Why deciding to choose the firm RENAULT, moreover than another brand. For us RENAULT is the firm that has been the most successful in globalization, it has a charismatic chairman, its alliance with the Japanese car maker NISSAN was a success, and its future perspectives are attractive.

The key figures of Renault 

· 350 production firms set up in more than 40 countries around the world`

· 128 000 employees

· 3 Brands (Renault, Samsung, and Dacia)

· 2 433 373 sales in 2006

· Since 1999 the group Renault / Nissan has been in the fourth place of the car world wide industry

                       Industry Definition

I-Industry Definition

1- Renault’s activities
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2006 has been a transition year for Renault in a context of commercial competition, especially in Europe. With the continuity of their three main objectives (Quality: Laguna, Profitability: 6% in 2009, and Growth: 800,000 units more in 2009 compared to 2005), 2007 is also in this context of transition. Indeed, the “plan Renault contrat 2009” is still working well: the company has achieved its operating margin thanks to efforts in reducing costs and improving quality.

A- Renault’s group design


Renault is a multi-brand automotive group, managed by the French chairman Carlos Goshn that has acquired a global presence (Graph 1) thanks to the Alliance with the Japanese company Nissan (The world's fourth-biggest vehicle manufacturer in terms of production volume), the acquisition of the Romanian automaker Dacia and the founding of Renault Samsung Motors in South Korea.
Graph 1: A global Presence
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To develop its three main activities (Automotive: core product of the group = 79,8% of the group’s turnover, Industrial vehicules: trucks, bus, militarian vehicules and financial branch: forty financing companies), Renault relies on a well-built industrial organisation to manage quality, cost and production times. Renault involves all the players in the manufacturing system that is to say the buyers, suppliers, logistics specialist…


B- Renault’s world position

As it has been said, The Renault-Nissan’s alliance (March 1999) has put the group at the fourth place of international ranking. Renault is now number one in the French market and in the European private and utilitary vehicules market.


The principal market of Renault is Europe, where it has 10% of the market shares, just behind Volkswagen. One of the reasons of this domination is the existence of strong models, as “Megane”, or “Clio”  which trust the two first place of the top ranking sales on the French and European market, and their eight cars with the maximum five-star Euro NCAP rating (the only vehicle manufacturer to have that).


Renault has many plants all over the world (118 countries: Turkey, Brasil, China,…) with a total of 126 000 employees and about 12 000 agencies network.

2-Industry definition

In order to understand better the competition in the car manufactures sector, here is the composition of the most important groups:
· Daimler-chrisler
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· Ford
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· General Motors
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· Wolkswagen
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We can notice that there is an important competition in the automotive market. Japanese, Europeans and Americans constructors need always to be at the top of innovation, with the best quality and security, which will enable them to find new clients. 


The global growth is about 11% but with important fluctuations:-20% for Fiat and + 300% for Hyundai. Toyota, Honda and Suzuki have shown a global and regular growth .


However, there is a deep crisis in the American organisation model (Fordist model) since the eighties. This organisation suffers from a fall in the productivity but also mistakes in the commercial strategy. In the other side, the toyotism (horizontal coordination) enable Japanese manufactures to set up plants where they want to sale their product, and by this way to be closer to the market and more adapted than others.

The PESTEL analysis
II - Forces influence the automotive industry according to the PESTEL analysis

Five forces influence on the automotive industry that car makers have to consider in order to be competitive on the market.

Political Forces

We can develop two different political forces about the automotive industry.


First, about regular increase of oil price, government and public opinion do a pressure on the automotive industry. Consequently, car markers have to find some new resources and they have to face against new competition: public transports, no car in town policy...


Then, even though the most of manufacturers are capitalist companies, 15% of the Renault’s shares are French. In this case, Renault Company is submitted to the government policy.

Economical Forces

Three main economical forces influence the automotive industry.


First, the increase of oil price has a real negative impact about the sells. As consumers want to get some economical cars, car makers have to direct their research about hybrid engines for example.


Secondly, car makers have to face the raise of the raw materials. For instance, the price of steel is increasing.


Thirdly, there are a lot of great opportunities on the new markets like the south East Asia, South America and Western Europe countries. Challenge is to be present as soon as possible on these markets.

To conclude, economical growth encourages consumption and economical recession entails falls of the automotive industry.

Social Forces

Two social forces influence the automotive industry.


First, the main attraction of a car is that movements are easier because people are able to go everywhere and they are became totally dependent about car. It’s a safety of selling for car markers because consumers will always need some cars.


Secondly, car standing brings the social situation and social consideration is conveyed by the car image. Indeed, people want to be recognized by their car. This is the reason why automotive industry has to propose a lot of different car models in order to each consumer find his own car.

Technological Forces

We can notice two technological forces.


Today, as consumers are more and more demanding, car models have a five years life period on average. Consequently, the car companies have to take technological evolutions into account. And new technologies bring more performance, economy of scale, safety and comfort.


Moreover, because of the pollution and the rise of oil price, car makers must think about new kind of engine. For example, hybrid motors.

Environmental Forces

There is a very important impact of environment on the automotive industry. Car makers have to answer about climatic change, air quality, noise pollution and protection of ecologic resources.


It’s about to reduce energy consumption by car in order to reduce CO² emission in the atmosphere. The aim is also to develop ecologic gaze in order to replace traditional petrol.


About protection of ecologic resources, the goal is to reduce the consumption of water by car and that car factories are not pollutant for ecology.

Legal Forces
Manufacturers depend of the countries law and they have to adapt their programs about specific rules. For example, in France, the law imposes to make ecologic cars in order to get the “pastille verte”. Basically, the legal forces are about the regulations of pollution and road safety.

The PORTER forces
III-The industry analysis: The five Porter forces
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1-The new entrants:


First, automobile industry is more and more high-level technology market. Carmakers invest a lot in Research and Development to make their car better than competitors. This is the biggest difficulty for a new entrant to get in this market. Any new company, which would penetrate the market, will have to invest a huge amount to offer products at least with the same characteristics than traditional carmakers. The automobile industry invests around €85 billion.

On the other hand, carmakers have created their image, their reputation on for a long time. Renault, BMW or Peugeot are well-known brand. A new entrant would have to invest there again, a lot of money to be as famous as traditional carmakers.

Therefore, penetrate automobile industry is very difficult because of huge investments to launch and sell any new car. I think only a big company could make this chose in a diversity strategy.


2-Substitution Products:

 
Actually, there are no real substitution products but some different transport ways. More and more, we talk about green development and earth protection. Everything is made to use more and more cleaner transportation ways such as bike or commun transports. The perfect example is in Paris. To reduce CO2 emission and car circulation, Paris town hall decided to launch “Velib”. More than 20 000 cycles divided in 1500 stations are available to circulate in Paris. This concept is already existent in other town in France as Lyon, and contrary to all expectations, score a great success.


3-Power of the suppliers:
The suppliers of the car industry are constituted by manufacturers and by subcontractors. Manufacturers represent around 75 % of production costs. That is why they are always under pressure to maintain their quality with lower prices by increasing their profitability. They have to deal with fluctuation of raw material and decrease of their prices always requested by carmakers such as Renault. Moreover, there are numerous car industry suppliers such as Valeo.


4-Power of the Buyers
Thanks to many competitors, many models of cars are proposed to prospects. Thus buyers have an important power. Customers are less and less loyal to a brand. On the contrary, they are sensitive to many characteristics: prices, impact on the environment, consumption.


5-Competitors rivalry
The competition is really rude in this market because of numerous actors are present on this market. Automobile industry creates numerous direct jobs (production) indirect jobs (repair, maintenance) and led jobs (car insurance...)

Some carmakers are on their domestics markets and some nearby countries while others are present all over the world. We can already see difference in strategies.
In 2006, global car production was 50 millions. The graph attached shows production repartition in 2006 within the fifteen majors. With 14 %, Toyota is the first carmaker, before General Motors (11,6%). 

[image: image8.emf] Source : http://www.oica.net

For several years,  we can observe a concentration movement, for example Renault Nissan. The objectives are to share the experiment of each carmaker, to benefit from a foreign establishment, and finally to grow economy of scales.

Each carmaker invest a lot in R&D. That is why there are numerous patents. Moreover design and marketing are two strategic activities to build a good brand image.

The Japanese and Chinese brands are increasingly present on the market. Recently, the Chinese brand Brilliance, launched its conquest of the European market. The firm announces tariffs very attractive (less expensive of 20%). This is not the only element. It would have imitated the design of the BMW. The German manufacturer engaged a lawsuit. Conclusions will have a real importance on market future. It does not prevent the Chinese brand from being present at the last show room of Frankfurt and from making the promotion of its new models.
We have to deal with social conditions aspect. We can see that GM mets some difficulties to sign the agreement of company with the trades unions. GM wants to create a fund (VEBA :Voluntary Employee Benefits Association) to finance retirement of its employees. GM highlight the differences which exist between the American and Asian manufacturers. Ford and GM spend respectively $1150 and  $1630 per car whereas Asian carmakers spend between 160 and  $200 per car.
SOURCES :
http://www.nytimes.com

http://www.oica.net
http://www.ifm.eng.cam.ac.uk
http://www.velib.paris.fr

http://www.insee.fr

                   Competencies analysis

IV- Competencies analysis

In a whole globalized world, Renault has to face the strong competition of the leaders of the market (Toyota, BMW...). That’s why Renault must always improve its competencies.

1 – Research & Development strategy

· This is one of the main point of Renault strategy. The quality of their product is very important, especially considering the strong competition and the level of quality required by the consumers

· €2 million spent in the R&D in 2004

· 12000 engineers and technicians employed to improve the quality of the products and innovate.

Renault hope these investments will improve the safety of their products, protect the environment and economise energy, permit the consumer to travel comfortably...

2 – Price strategy
After improving the quality of their product, Renault developed a price strategy, with “low cost” cars, accessible to new markets (East of Europe), and new consumers. For example, the “Logan” : €7500 in West Europe and €5700 in East Europe.

3 – Sales strategy
The final aim of Renault, after innovating, increasing the quality of their products, and reducing prices, is to sell more cars, thanks to the enters in the new markets : 800 000 more units are supposed to be sold in 2009 than in 2005.

4 – Renault-Nissan alliance 
This strategy is a fundamental point for the future of the company. Each firm benefits of the resources of the other firm, so they can optimize their performances, in terms of engineering, manufacturing for example.

5 – What about the future of the strategy ?
The development of their competencies and the price of quality are one of the main objectives of Renault. That’s why the firm will invest more and more in the research & development during the next years.

The bet for the future is the permanence of the Renault-Nissan alliance. Will the two firms be able to innovate as well as the market goes fast? 

One of the new stakes of innovation seems to be how to struggle against the environmental troubles. Renault is really concern by this bet for the future, and clearly wants to be leader in this segment. 

The sustainable development at Renault
Renault is really active in the process of sustainable development, concerned by the excessive pollution generated by the automobile market.

That’s why they created a 5 points policy about environment: 

· Reduce consumption, by using new material, in order to reduce fuel consumption for example

· Preserve air quality, with cleaner diesel engines

· Optimize performances, by using the most performed technology

· Build for the future, betting on Hybrid cars, Biofuel...

· Design to recycle, as 95% of Renault car’s.

Eventually, the  ISO 14001 certification permit to vehicles built in certificated factories to be “Renault Eco²”. This proves the progress made by a factory to reduce the impact of its activities on the environment

              The near future of Renault

V – The near future of Renault

1. Renault’s brand 

Since several years, RENAULT is doing well, Carlos Goshn growth strategy looks to be profitable and place RENAULT in the top European car markers. The long-term strategy of RENAULT is dividing in 3 main criteria: 

· Quality

· Efficiency

· International development 

RENAULT to be more efficient has to be now everywhere that is why During the Frankfurt Motor shows 2007; Renault head of direction announced the release of new models. The aim of the firm is to access to new sales opportunities. From here to 2009, Renault will launch 26 new models, 13 of them will concern new segments of the market, segment where RENAULT is not present yet, 

RENAULT, with such a diversification, is trying to change its image in order to be at the same level of German car manufacturer like BMW.

2. The RENAULT / NISSAN alliance

Since nearly 8 years, this alliance has been profitable. Together, RENAULT and NISSAN represent the fourth car marker group worldwide, this alliance is to be the only real working alliance of the car manufacturing sector. One of the main aim of the alliance for RENAULT was to be part of the three first world wide car maker, this point is almost reach.

Another aim of this alliance for RENAULT is to enhance its position on the American market via NISSAN, as we already say the international development of the brand and especially in such this market is one of the main points in RENAULT long-term strategy.

3. DACIA 

In 1999 REANAULT bought DACIA, a Rumanian automaker firm since then this firm has been deeply restructured. For reminder, DACIA produce lost cost cars. The strategy of DACIA for the year 2007 is to protect its brand, Romania is now integrating the European union, that is to say that DACIA will now be confronted with others European brand. DACIA is no longer selling its production in Europe; countries like Russia, Colombia, India, Brazil or Iran have a strong demand of lost cost cars; and that is an important matter in international development strategy of RENAULT.

In order to be efficient, and to satisfy the international demand – DACIA which will launch by the end of the year 2 more new models -, the production units have to increase their production in 2007, and arrive at 60 cars an hour (350 000 cars a year).

With the brand, the strategy of RENAULT is quite simple, it would like to be the best worldwide low coast car manufactures. 

Annexes
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Feuil1

		Brands		Market Share

		GM		5708038		11.6

		Toyota		6800228		13.8

		Ford		3800633		7.7

		Volkswagen		5429896		11.0

		Honda		3549787		7.2

		PSA		2961437		6.0

		Renault		2085837		4.2

		Nissan		2512519		5.1

		Hyundai		2231313		4.5

		Fiat		1753673		3.6

		Suzuki		2004310		4.1

		Mazda		1169640		2.4

		Kia		1181877		2.4

		BMW		1366838		2.8

		Mitsubishi		1008970		2.0

		Others		5682000		11.5

				49246996		100.0
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