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AHH...BMW



MARKETING IS DELIVERING MOMENTS
This is what people are really buying





1986-WHO IS BUYING BMW? 
WHAT ARE THEY BUYING WHEN THEY BUY A 

“BEEMER”?



DRIVING A ROLEX



YUPPIES!



YUPPIES!



THINGS CHANGE…
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HOW MUCH OF THIS IS BMW’S FAULT?



PHASE 1:  DECLINE
•How much of the decline was BMW’s fault?

• Luxury/Performance Market contraction

• 1986 Lux/Perf Market Share:  96k/1.44m= 6.7%

• 1991 Lux/Perf Market Share:  53.3k/1.08m=4.9%

• If BMW would have maintained 1986 share:

• BMW 1991 Sales would be

• 1.08m x 6.7%= 72,360 cars

• Thus 23,640 of the 42,700 unit loss (55%) came from the overall market decline



CHANGING CONSUMER VALUES

“There was a change in social values and consumer buying behavior.  
The “conspicuous consumption” of the early 1980s gave way to 
more value-oriented purchasing.” (p. 3)



CHANGES IN THE CULTURAL ZEITGEIST

Definition of Zeitgeist

– The spirit of the time:  the general intellectual and moral state or 
the trend of culture and taste characteristic of an era <the zeitgeist 
of these centuries ... operated against the development of a pure 
science -- J.K.Robertson> <speed is a part of our zeitgeist; it is 
basic ... to our ability to produce -- V.E.Leichty> 



ZEITGEIST

1987 1991



Karl Gerlinger, CEO of BMW North America, 1991

– “The pendulum swung quickly.  There is no market in the world in which 
consumer behavior changes as quickly as in the United States.  The 
prestige we sought with our ads with polo ponies and elegant parties 
helped put us in disfavor and tagged us as having “outrageous prices.”  
So, that was the situation:  What’s In?—Lexus, What’s out?—BMW.



BMW CHOICES

Promotion:  Advertising

• In spite of economic downturns, BMW continued to focus on 
prestige and conspicuous consumption in its market positioning.



THE ECONOMY TIGHTENS,  
AND YET…







PRICING

Not market based pricing

• Pricing decisions were based on movement in the capital markets, 
not on consumer market demand.  While consumers were 
becoming more value conscious, BMW raised prices 27% from 
’87-’89 (due to fluctuations of the DM vs the Dollar)



PRODUCT

New product introductions (in 1988) were at the most expensive, top 
of the line, rather than at the bottom where value oriented consumers 
were turning their attentions.



J. D. POWER 
CUSTOMER SATISFACTION RATINGS

Brand JD Power C. S. Score
1-Lexus 179
2-Infiniti 167

4-Mercedes 148
5-Acura 145
Toyota
Audi

Cadillac
Honda
Buick
BMW 130











WHY WOULD THEY MAKE THESE MISTAKES?

Their business model was successful in the U.S. and was continuing to be successful 
worldwide
Product development was driven in Germany by the German market and cars were 
simply exported to the U.S.

• U.S. is only ~10% of BMW overall sales
Focus on technology and product and not necessarily customers
Focus on Mercedes rather than Japanese competitors
With a European base, BMW was not attuned to customers behavior which changes 
as quickly as it does in the U.S.
Poor dealer relations denied BMW a key insights into the psyche of the local market 
and consumer.



BMW VS. LEXUS/TOYOTA (1991-92)

Comparison
BMW Lexus/Toyota

# Cars world 
Wide

500k 4m
# US Cars 60k 70k (Lexus)
# Dealers 350 150

# Cars/Dealer 150 600
% Exclusive 28% 100%
Ad Budget $80 Million $160 Million

Product Line Deep Shallow
Quality Rating 130 < Buick 179 (#1)

Brand Reputation Snob Smart/Value Oriented 
“Best Ever”, Consumer Reports

Development 
Cycle

8 years 4 years



A BMW BRAND MAP?









A BMW BRAND MANTRA?

Emotional Modifier Descriptive 
Modifier Brand Functions

Magical Family Entertainment



A BMW BRAND MANTRA?

Emotional Modifier Descriptive 
Modifier Brand Functions

Magical Family Entertainment

Experience



A BMW BRAND MANTRA?

Emotional Modifier Descriptive 
Modifier Brand Functions

Magical Family Entertainment

Driving Experience



A BMW BRAND MANTRA?

Emotional Modifier Descriptive 
Modifier Brand Functions

Magical Family Entertainment

Exhilarating Driving Experience
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PHASE 2:  TURNAROUND
New position vs. competition

• Lexus:  Ultimate Isolation Machine

• Sofa Riding down road

• BMW:  Ultimate Driving Machine

• Driver in control, cockpit

New Product

• 325i hits the market to rave reviews at a price point less than $30k.

BMW changed advertising, pricing policy, and product mix.  If they want to hit 100k unit sales by 1998 
(compounded growth of 7%) they must improve customer contact at the dealerships



THE ULTIMATE DRIVING MACHINE

• A return to roots positioning





UNIT SALES:  ACTUAL AND PROJECTED



SPARTANBURG, SOUTH CAROLINA PLANT



100K--CAN THEY DO IT?



BETTER CAR/BETTER DRIVER POSITIONING?

Will this resonate with the 1990s customer and beyond?

“Research indicated that consumers had growing interest in 
heightened personal experiences: “The more pragmatic consumer 
is placing more importance on experience rather than acquisition 
of objects.  Those products which will heighten personal 
experiences and empower the individual to do more and to do it 
better will have the edge.” (p. 6)
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NEW POSITIONING

The experience of driving a BMW
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U.S. Market - BMW Historical Sales 

Sales have grown 450% since 1991. 
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293,795 units in 2007, 450% Growth from 1991
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U.S. Market + Key Competitor Sales History

BMW is a well established leader within segment.
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LEARNING  POINTS

• Positioning must evolve with consumer values and preferences

• Marketing managers mush keep a careful pulse on consumer attitudes and opinions

• Even the best firms can lose their way

• Must know what consumers are “really” buying when they purchase your brand

• Don’t let the engineers drive your brand strategy


