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Abstract 

 

The following thesis has the aim to provide a practical approach on the concept of carsharing and 

analyse its growth potential from the perspective of a car manufacturing company. Carsharing 

represents an innovative and sustainable mobility solution for the future and has already been 

adopted by a handful of European OEMs. For the purpose of analysing the attractiveness of the 

carsharing industry the Porter’s 5 forces model has been applied. However, its relevance and 

application in dealing with an innovative business model has been considered as insufficient and 

therefore extended by the theory on the disruptive innovation by Clayton Christensen.  

Last year, the global carsharing market experienced a double-digit growth rate and is expected to 

grow further in the number of customers and fleet size in the years to come. A comprehensive 

analysis of the future macroeconomic, societal and technological trends has shown that there will be 

a huge demand for green, alternative and sustainable mode of transportation particularly in the 

emerging markets.  

By putting the focus on the value creation and capturing processes within the automotive industry, 

the differences between the traditional car sales model and the innovative approach to mobility have 

been presented on the example of BMW Group and its carsharing service DriveNow. Despite the 

contradictory approach of systematic innovation pursued by the BMW Group and disruptive 

innovation by DriveNow, the flawless integration of the innovative business model into the 

consolidated view as well as a sophisticated portfolio on complementary services enable the 

company to bypass all the difficulties their smaller competitors are struggling with. 
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1. Introduction 

 
The automotive sector has undergone a profound transformation from the traditional car-

manufacturing with precisely defined borders to the innovation-driven and technology-centric 

business model during the last century. With its roots in the customized hand-crafted vehicles’ 

production for the prosperous upper class, the industry has been revolutionized by the use of mass-

production and lean manufacturing techniques over time. These both inventions have made the 

transportation more affordable to the general public due to the efficiency increase by simultaneous 

cost reduction and thus built the foundation for the future success of the business sector (Parry & 

Graves, 2008).  

The forecast for the future development of the car market demonstrates that the global sales are 

expected to reach a record figure of 111 million vehicles being produced by 2020 (KPMG, 2015). 

However, its annual growth is estimated to decrease by nearly 40% due to the changing 

macroeconomic conditions in the next 15 years (Gao, Kaas, Mohr & Wee, 2016). These will 

emerge in terms of a growing population with an increasing proportion of aging people and an 

urbanization rate of almost 81% in developed countries and thus shrinking living space. In addition 

to the demographic changes, the shortage of natural resources and stricter regulations on the carbon 

dioxide emissions will force the car manufacturers to place a stronger emphasis on sustainability in 

combination with innovation (Roland Berger, 2014). 

In the next decade, the technological advancements promise to take the car-driving experience to a 

new level and make both autonomous and intelligent driving conventional. The new insights will 

not only impact the vehicle’s mechanical side but change the customer’s relationship to it through a 

stronger engagement into the co-creation of the driving experience. The industry’s transition will 

require the car producers to enter new strategic partnerships outside the branch and search for new 

innovative ways to communicate with the clients (Stanley & Gyimesi, 2015). 

In the last years, the generational shift in the society has become particularly apparent and is 

expected to have far-reaching impacts on the consumption patterns of the population in the future. 

The new generation “The Millennials” is estimated to comprise 50% of the global workforce by 

2020 and thus represent an entirely different group of consumers: well-informed, tech-savvy and 
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price-conscious (PricewaterhouseCoopers, 2011). Born and raised in the time of the digital 

revolution and rapid change, these customers possess an entirely different attitude towards the 

ownership of goods and are aware that the renunciation of the private property in favour of usage or 

access does not harm the quality of life (Goldman Sachs, 2015). This new phenomenon called 

“collaborative consumption” already applies to many aspects of human’s life, starting with 

accommodation (Airbnb) and transportation (Uber) going over to any type of entertainment 

(Netflix, YouTube) (The Economist, 2013). The changeover in the priorities puts companies under 

tremendous pressure and requires them to adopt innovative, environmentally friendly, convenient, 

affordable and exciting solutions to the existing demand (Goldman Sachs, 2015). This way, the 

traditional car manufacturers do not only have to compete with their rivals within the industry, but 

also stand up against the technological giants Google and Apple, start-ups offering unconventional 

modes of mobility services as well as transportation companies with multi-modal means of travel 

(Gao, Kaas, Mohr & Wee, 2016).  

Nowadays, the market for carsharing services still represents an unknown territory with solely a 

handful of car manufacturers such as Daimler (Car2go) and BMW (DriveNow) having recognized 

the great potential of the business model early on and successfully incorporated it in their product 

portfolio (Gardiner, 2013). Much more important is that they demonstrate that such a contradictory 

concept at first sight, does not cannibalize their core business, but rather contributes to profit 

generation and new customer acquisition (Zimmer, 2015). With their examples the companies point 

clearly the way for the other industry players. A closer look at the major European car producers 

shows that almost all of them have followed suit in any form. However, the challenge remains to be 

and stay present in the market, but at the same time adopt a strategy, which provides a sustainable 

advantage in a highly competitive market (Rees, 2014). In combination with all the aforementioned 

trends, the relocation of competition in favour of large metropolises will convert it in a scene where 

the fierce battle for the market dominance takes place in the future (Roland Berger, 2014).  

1.1.Research gap and objectives 

 

The concept of carsharing represents an entirely new and innovative approach to the passenger 

mobility (Katzev, 2003, p. 65). The rise of the access-based consumption cannot be associated with 

an exact date of origin in the past. The great success story of Airbnb and Uber has attracted 

enormous scientific interest in the new business model and transformed it into the one of the most 

extensively discussed topics of our time (Zhuo, 2015). While there is a wide range of literature on 
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the general conception of the sharing economy, the research on the growth potential of the 

carsharing remains reduced to the macroeconomic or societal future trends (Roland Berger, 2014;. 

Goldman Sachs, 2015; The European Strategy and Policy Analysis System, 2015). Most of the 

research on this business field has been conducted by a variety of the leading consulting companies 

worldwide due a strong practical relevance of the business approach.  

In contrast to the extensive practical approach, the concept of carsharing represents a comparatively 

little investigated subject area in the scientific research field, whereby most of the emphasis being 

placed on the identification of the future trends and resulting benefits for the government, society 

and environment. The insights on the future state of the economy provided by Roland Berger (2013) 

underlie the huge demand for the alternative mobility services in the years to come. The analysis 

conducted by Goldman Sachs (2015) came to the same result arguing that the generational change 

is the driving force behind the future success of the carsharing. Already three years ago, Willi 

Loose, the CEO of the Federal Association Carsharing e.V. has emphasized the increasing 

significance of the carsharing in the future and it’s potential to substitute up to 10 vehicles within 

the European market (Breitinger, 2013).  

All the studies have two aspects in common – carsharing represents the mobility of the future and 

the external environment will provide the framework for its implementation. By taking a closer look 

at the European market, it becomes clear that the main question is no longer whether it makes sense 

to enter the market or not, since most of the car producers are already represented in it. However, 

none of them go one step further and elaborate on a systematic approach and concrete actions to 

turning the changing conditions into growth potential. In additional, the idea of carsharing is treated 

as a general phenomenon, without paying attention to the practical implementation, required scope 

of service and associated challenges compared to the traditional model of car sales. 

1.2.Research Question  

 
The automotive sector has a far-reaching effect on the development of the global economy, since it 

directly impacts and contributes to the success of a wide range of upstream and downstream 

industries (Klink, Mathur, Kidambi & Sen, 2013). Despite a positive outlook on the future car sales 

volumes within the industry, the benefits of the growth will not be spread equally between the 

markets, favouring in particular the emerging markets and to a lesser extent the US. In spite of the 

fact that the leading automotive manufacturers are based in Europe, Japan and South Korea, their 
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growth is expected to stagnate in the next five years (Mohr et al., 2013; KPMG, 2015). In addition, 

the car manufacturers being aware of the transition taking place within the industry and the society 

cannot afford to ignore these profound changes and make the same mistake as Kodak did, by 

underestimating the power of disruptive innovation in form of a new mobility solution (Gardiner, 

2013).  

Research Question: 

 
“What are the motives and challenges behind the strategic approach to gain a foothold in the 

carsharing market from the perspective of a car manufacturing company?” 

 

1.3. Thesis Structure  

 
Part I: The paper begins with the provision of a definition and determination of the underlying 

characteristics within the carsharing concept. A more critical view on the terminology should 

provide a clear understanding of the differences to the prevailing analogical mobility concepts. In 

the next step, the presentation of the different types of carsharing will be provided. In addition, an 

overview of the current state of the market development will serve as a basis for further market 

analysis. 

 

In order to evaluate the growth potential and challenges the CS market is facing, the top-down 

approach will serve as a guide through the entire paper. The model will be applied in Part I and II in 

order to examine the global macroeconomic trends shaping the future business environment and 

subsequently focus more detailed on the individual actors and their influence within the carsharing 

market. Part III will elaborate on the differences between the traditional sales model and the 

innovative CS concept. The comparison will take place on the example of a target company.   

 

Sub-Question I: What are the shaping trends behind the emergence of the carsharing concept? 

 

Following the macroeconomic analysis, demographic, social, technological and environmental 

changes will be considered as variables, which not only define the market conditions but also 

determine the success factor of the CS business model. Hereby, the characterization of the future 

consumers will be presented. After the predisposition of the external environment has been 
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evaluated, the resulting implications for the further development of the carsharing business model 

will be introduced.  

 

     Sub-Question II: What are the market potentials for the development of the carsharing service? 

 

Part II assesses the attractiveness of the automotive industry with regard to the provision of 

alternative transportation solutions. The evaluation will be based on the Michael E. Porter’s 5 forces 

framework with the purpose to gain a sophisticated overview of the potential threats and 

distribution of power relationships. In order to address in full range the innovative character of the 

business model, the theory of disruptive innovation introduced by Clayton Christensen will be 

applied to evaluate the market potential for the long-term profit generation.  

Sub-Question 3: What are the differences between the long-standing business model of  

traditional car sales and innovative concept of carsharing? 

The analysis will be conducted on the example of the BMW Group and its 100% subsidiary 

DriveNow. The focus lies in the examination of the internal relations between the parent company 

and DriveNow for the purpose of profit generation. The comparison of the value creation and 

capturing processes within these two business models will provide a better understanding of the 

differences between the systematic and disruptive innovations.  

Part IV:  

The thesis will conclude with the brief summary of the major findings and outlook for the further 

investigation in the scientific research.  
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2. Methodology  

 

This chapter introduces the selected target company and highlights the reasons behind the decision. 

Moreover, it provides a more narrow perspective on the idea of carsharing, which serves as an 

assumption in this research paper.  

Due to the novelty of the concept and solely a limited amount of scientific literature being published 

so far, the research paper is based upon the findings provided by the leading consulting groups, 

which are specialized on the automotive industry. In addition, the press releases and publications in 

various magazines and newspapers serve as information sources. For the comparison of the business 

models, Chapter 7, the information has been taken from the company’s official websites and 

investor relations.  

2.1.Selection of the target company for the analysis  

 
For many years, the automotive sector has been characterized by its strong geographical 

concentration and distribution of power among a handful of major players (Kallstrom, 2015b). 

Particularly within the European market the German car producers succeeded in gaining a pole 

position, measured in the number of vehicles sold per year  (Bekker, 2016). However, many of them 

are just at the beginning of their journey, facing the challenge of extending its business model from 

the classic vehicle sale to the full-service mobility services provider (ACEA).  

The comparison and analysis of two business models, their integral components, structure and goals 

will be conducted on the example of a car manufacturing company in Part III. For this purpose, the 

target company has to fulfil the general requirements in form of being a volume manufacturer with 

a strong position within the European Car Passenger Market in terms of sales and profit generation 

and being a provider of urban mobility services with focus placed on carsharing. In addition, the 

company’s CS model is required to have successfully completed the pilot phase and turned out as 

lucrative and attractive business concept.  

Nowadays, almost all the leading European car manufacturers are represented within the carsharing 

market, even if standing at different development stages (Rees, 2014). A more detailed overview of 

the current market situation, providers and selected KPIs will be presented in Chapter 3.  By taking 

into consideration all the aforementioned aspects, the BMW Group with its CS service called 

DriveNow has been chosen as an industry representative. Although Car2go by Daimler as a CS 

pioneer has set a good example for other OEM’s to follow, the diversity of the DriveNow’s model 
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range, the first attempts to expand beyond the European borders and the presence of a venture 

capital company BMW i Ventures dedicated to innovative mobility services characterize DriveNow 

as a more versatile, complex and exciting company for the analysis. The company’s  comprehensive 

approach on the sustainable mobility under the brand BMW “i” and a joint-venture partnership with 

SIXT complement the picture (BMW Group 2016b; BMW Group & Daimler AG).  

2.2.Delimitations 

 

Car sharing is becoming increasingly popular in Europe and North America with both cars 

producers and rental companies exploring the relatively new segment. It represents an innovative 

approach to mobility-related problems with regard to a drastic growth in the world population, 

global fleet of vehicles and urbanization in the long term view. The paper will concentrate 

exclusively on examining the way car related companies could reap the strategic benefits and turn 

car sharing into a competitive advantage, as this market segment is expected to grow enormously in 

importance in the years to come. The form of Peer-to-Peer (P2P) carsharing will be mentioned in 

the course of the analyses; however it will not represent a focal point of the investigation.  

The thesis will focus on the examination and provision of the suggestions for the European market, 

but building a bridge towards the North American market - a mature market with advanced state of 

development. Despite the exceedingly positive outlook on the future development of the Passenger 

Car Market in the emerging markets, its current disposition for the introduction of innovative 

mobility concepts is considered to be limited due to the low governmental support and limited 

feasibility and will not be covered in this paper. Moreover, the subject of the research will be solely 

the metropolitan areas, since these require a strong shift towards mobility instead of the car 

ownership. The analysis will be conducted from the car manufacturers’ perspective and for the 

Passenger Car Market, remaining the Commercial Vehicle Market disregarded.  
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3. Theoretical Approach on Carsharing 

 
The car has been the centre of attention for more than a century when it has come to passenger 

transportation. The automobile has become an indispensable part of human’s life, associated with a 

higher level of comfort and a greater flexibility (World Economic Forum, 2016). Striving for the 

sustainable market leadership within the automotive segment, the car manufacturing companies try 

to stand out in a direct comparison with their main competitors through the provision of a unique 

vehicle design, competitive pricing-policy and an excellent technical performance and driving 

experience (Wardlaw, 2016).  

However, the prevailing demographic, social and environmental changes place the society before a 

tough challenge- the search for sustainable, cheap and easily accessible mobility solutions for an 

ever-growing urban population. In combination with the quickening pace of technological 

advancement and strong entrepreneurial spirit, a variety of alternative and innovative mobility 

solutions appeared on the market. All of them go far beyond the traditional car ownership and build 

on the possibility to be easily integrated into a more versatile and multimodal way of transportation 

(World Economic Forum, 2016). A closer look at the existing range of motorised transportation 

alternatives demonstrates that depending on the distance, price sensitivity or travel occasion of the 

customer, the private car ownership is not a must and can be substituted by carsharing and 

ridesharing services provided by OEM’s, transportation companies or peers (Briggs 2015; World 

Economic Forum, 2016).  

 

Figure 1: Snapshot of Mobility Business Models. (Source: Briggs; World Economic Forum). 
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The consideration of the common attributes will serve as the first approach in defining the broad 

nature of the term “carsharing” and its distinction from the ownership model.   

3.1.The Defining Dimensions of Carsharing 

 
The concept of carsharing represents one of the most illustrative examples of the access-based 

consumption, which enables the provision of on-demand mobility services to the customer 

excluding the transfer of the ownership rights (Bardhi & Eckhardt, 2012). The illustration of 

different traditional consumption models within the automotive industry, shows that in regard to its 

nature, CS differs strongly from bartering, since the provision of the user access rights is based on a 

monetary compensation, which depending on the provider’s conditions can be calculated per 

kilometre, minute or be a part of a special offer (Internal Revenue Service; Kowalski, 2013). Within 

the frameworks on the traditional consumption theory, Belk’s work of “extended self” places a 

strong emphasis on the idea that an acquired object is chosen by a consumer in a way that it 

embodies and reflects the user’s values, norms and principals and thus becomes an integral part of 

its extended personality. This way the relationship between the user and its object is characterized 

by a higher intimate and loyal connection (Phillips, 2003).  

 

Figure 2: Overview of the Traditional Consumption Models in the Automotive Industry. 

(Source: Author’s illustration based on PricewaterhouseCoopers). 

In a broader sense, the attributes which form the core of a CS service cannot be assigned to any of 

the aforementioned existing models in its full extent, whereby the following six dimensions will be 

taken as basis: 

� Temporality:  In comparison to the ownership, CS represents a time-limited consumption 

model with the intention of forming a long-lasting and proactive partnership with the 

customer, whereby the length of the access period differs from the one within the car rental 

model. The customer is required to pay a registration fee in order to become a member in the 
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CS community and even when the user decides not to take advantage of the prevailing 

privileges due to inactivity, the length of the access period remains unchanged. In addition, 

the duration of the transaction itself is not limited by time and might vary between several 

minutes up to certain number of hours (World Economic Forum, 2016). 

 
� Anonymity: Comparable to the rental service and leasing, CS has often a private character, 

whereby the provision of access is often not accompanied by any physical interaction with 

other community members. Thus, being part of a global community, the user’s behaviour in 

distancing himself from the rest might lead to the establishment of the society of strangers. 

The concept is built on the idea of provision the service in a direct geographic proximity to 

the object’s location and greater convenience for the customer. CS as an example of public 

consumption takes place in a group of already known or even unknown people and 

overcomes the boundaries guarding the anonymity factor (World Economic Forum. 2016).   

 

� Market Mediation: Being a part of the service portfolio provided by the OEM’s, CS is 

operated for the purpose of profit generation, even if it represents an additional channel of 

distribution and customer attraction (World Economic Forum, 2016).  

 

� Consumer Involvement: Nowadays many companies try to engage proactively their 

customers into the product-related processes in order to strengthen their association with the 

object and enhance loyalty and commitment. Hereby, the scope of services transferred to the 

customer by the provider determines the intensity of the customer experience. While within 

the car rental concept, the majority of the services is performed by the company itself, as a 

CS user the individual has to carry different tasks on his own (World Economic Forum, 

2016) 

 

� Type of Accessed Object: The product itself can fulfil experiential or functional purpose and 

be rather a physical object or a digital solution. In this context the role of supporting 

application should not be underestimated (World Economic Forum, 2016)  

 

� Political Consumerism: This dimension addresses the intention and reasons for the decision 

in favour of a CS service over the car ownership. Within the community the argumentation 
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in support of alternative modes of transportation might be based on ideological views or 

strong environmental consciousness. Moreover, it can serve as a mean for the demonstration 

of personal beliefs (World Economic Forum, 2016).  

In practice, the first form of organized carsharing emerged in Switzerland in the late 80s and as a 

consequence has been adopted at a rapid pace by other European countries such as Germany, 

Austria and the Netherlands (Harms & Truffer, 1998). Two decades later, Daimler pioneered 

successfully as the first car producer with its project car2go in the German market and thus 

discovered a highly promising niche market.  

According to the Carsharing Association: 

“Carsharing is defined by its environmental and social purpose, rather than business and financial 

objectives. (…) Its mission, vision and values lead to actions aimed at decreasing individual car 

ownership, reducing vehicle miles travelled, improving urban land use and development, providing 

affordable access to vehicles for all constituencies including those less able to afford car ownership 

- as well as motivating residents to walk, cycle and take public transportation, and decreasing 

dependence on fossil fuels while reducing the emission of greenhouse gases” 

(Carsharing Association).  

3.2.Delimitation of Carsharing from Analogical Services 

 

The term carsharing often causes confusion when it comes to its definition.  One of the most 

discussed issues in the area of mobility services is to which group of providers do Uber and Lyft 

belong: carsharing, ridesharing or ride-hailing (Quoted, 2016)?.     

Ridesharing: The most illustrative example of ridesharing is the platform “Blablacar”, which 

brings drivers and passengers together, who want to share the same route. The biggest difference to 

ride-hailing is that the main goal is to share fuel costs and not to generate huge profits. In contrast to 

the classic carsharing, the customer shares the vehicle with another person, who is the driver 

(Quoted, 2016).  

Ride-hailing: The most appropriate way to define the core of the Uber’s business model is to 

consider it as a ride-hailing provider. In contrast to the classic carsharing, the customer “hails” a 

driver, who picks him up from point A and brings directly to point B. In terms of service provided 

to him, it equals the classic taxi business (Quoted, 2016). Two years ago Uber went one step further 
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and entered into partnership with Spotify to enable the customers listening to their own personalized 

playlist during the ride (Uber, 2014). 

Carpooling: The main objective of this service is to reduce costs and vehicle presence on the 

streets. Hereby, the individuals, mostly people working in the same or closely located 

companies/universities or living in the neighborhoods form a group and commute altogether in one 

car to the destination place. All the travelers might own a car and change the driver every trip 

(Barber, 2016). This trend has become particularly popular in the US due to the existence of the 

high-occupancy vehicle lanes, which enable the avoidance of traffic jams (Rodrigue). 

After a more profound examination of the terminology, it becomes clear that any of the 

aforementioned terms can be used as a synonym for the carsharing service provided by the OEMs.  

3.3.Different Types of Carsharing 

 

The principle of carsharing is basically always the same, but there exist different ways to share the 

car. The example of Flinkster demonstrates that one company can be provider of more than one 

type of carsharing (Flinkster). However, all these business models have one aspect in common- 

spontaneous and flexible usage of vehicles without car ownership.  

Type of Carsharing Provider 

 

Station-Based Carsharing 

 

This type of carsharing equals the car rental service, 

where the customer reserves a vehicle and picks it up 

from one of the provider’s fixed station. The booking 

period is agreed upon in advance but can be extended. 

Compared to the free-floating model, the customer is 

dependent on the location and less flexible.  

Round-Trip Carsharing: The customer picks up and 

returns the vehicle to the same station. 

Point-to-Point Carsharing: A more flexible version, since 

the customer is allowed to pick up the vehicle from one 

station and return it to another. 

The station-based carsharing enables the provider to 

 

 
(Germany) 
 

 
(US) 
 

 
(France) 
 
 
 
 
 
 
 



 

 

13 

 

benefit from the infrastructure to a greater extent. Thus, 

the stations can be located and equipped with charging 

points for electrical vehicles. All in all, from the 

company’s perspective this type of carsharing is 

associated with less effort in dealing with fleet 

management (ACEA). 

 
 
 
 
(Source of the 

pictures: (Autolib'; 

Flinkster; Car2go) 

 

Free-Floating Carsharing: 

 

The provision of the service takes place within a specified 

geographic zone. The customer is not required to make a 

reservation in advance and can spontaneously book the 

next located available car. The most customers use this 

type of carsharing for one-way trips, since the car can be 

left in any place within the specified area. The high 

degree of flexibility offered to the customer involves a 

great deal of work and costs on the company’s side. For 

the business model to succeed, the provider has to assure 

special rights for dedicated on-street and off-street 

parking spaces. Hereby, a close cooperation with the local 

government is essential. In addition, the operator has to 

track and ensure a sophisticated coverage of the urban 

area and if required to move the car to a more frequently 

visited place (ACEA).  

 

 
(Europe & US) 
 

 
 
(Europe, US & 
 Pilot in China) 
 
 
 
 
 
 
 
(Source of the 

pictures: 

DriveNow; 

Car2go). 

 

 

 

Corporate Carsharing 

 

This type of carsharing refers to the rental of exclusive 

company pool vehicles, which are equipped with the 

required CS technology to the employees for both 

business (B2B financed by the company) and personal use 

(B2C financed by the employee). The same car can be 

used by different companies (Hecking, 2015).  
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 pictures: (Audi; 

Alphabet; Sixt) 

 

 

 

Peer-to-Peer Carsharing 

 

This type of carsharing is provided by a private person 

and can be considered as a round-trip. The vehicle owner 

rents out his car to another private person for a certain 

period of time and receives payment in response. The 

customer has an access to a greater pool of vehicles and 

can select between different brands and models. The 

crucial part of the P2P carsharing is the provision of an 

online platform, where the supply meets the demand. This 

business model is comparable to the way Airbnb works. 

In the most cases, the operator of the platform provides 

certain insurance to the vehicle owner and charges a small 

fee from each transaction (ACEA).  

 
 
(Germany) 
 

 
 
(US) 
 

 
 
(UK) 
 
 

 

 

(Source of the 

pictures: Drivy; 

Getaround; 

Rentercarlo) 

 

3.4.Current State of the Carsharing Market 

 

The forecast presented by the two leading consulting companies Frost & Sullivan and Berg Insights 

came to the same result, the car sharing market is expected to reach 26 million users by 2020. 

Already last year the industry experienced an increase of more than 50% reaching a figure of 6,5 

million global customers. This growth will be reflected in the vehicle demand, resulting in a 

fourfold rise by 2020 (450.000 cars). Nowadays, Zipcar dominates and US market and provides 

station-based CS, whereby the situation looks differently within the European market. Here car2go 

and DriveNow succeeded in gaining a leading position, both of them operating free-floating CS 

services. From the global perspective, the demand for the free-floating services accounted for nearly 

40% last year (Malm, 2015).   
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Figure 3: Number of Carsharing Users Worldwide (2013-2020 ) (Source: Malm). 

The range of offers for CS service is huge, since alone in Germany there exist more than 110 

providers. However, solely a small number of the OEMs are represented within the market.  

 

 

Figure 4: OEMs represented in the Carsharing Market (Source: Author’s Illustration) 

4. Macroeconomic Trends behind the Automotive Revolution -2030 Vision  

 

This chapter introduces the reader to the global future trends and explains how these will affect the 

further development of the automotive industry. In the end the chapter will conclude with the 

concrete implementation plans for the carsharing operators how to covert the challenges into the 

growth potentials.  

4.1.Changing Demographics 

 

Growing World Population:  

The future development of the humankind is expected to cause a strong shift in the balance of 

power. Nowadays, the world’s most densely populated countries China and India (>1 billion) 

account together for 37% of the 7, 3 billion people living on the planet. Within the next six years 

India’s position in the ranking list is expected to change, assigning the country the leading position. 

However, China is not the only country which will undergo such a profound demographic 
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transformation. US will let Nigeria take the lead  and become top 3 country in the world in terms of 

population by 2050 (United Nations, 2015). According to the forecast presented by Roland Berger 

the world must reckon with an increase of nearly 20% in the global population by 2030. The 

benefits of the growth will not be spread equally between the markets, affecting in particular the 

emerging markets and to a lesser extent the developed countries. The increase in the population of 

the developing countries will be equal to the number of people living in the developed countries in 

2030. In the developed countries the “average annual growth rate for the next 20 years will be 

0.2% (2.2 million people) and therefore half the rate of the past 20 years (0.4% p.a.)” (Berger, 

2013). This outlook does not seem to be unforeseeable due to a low fertility in the EU, where the 

average number of children per women is 2,1. The potential reason for a slow growth of the 

population might be seen increasing equality between the genders in the professional life 

(Hoßmann, I. et al., 2008).  

The forecast reveals that the most potent growth will take place in Asia and Africa, whereby the 

latter will be the place where nearly 50% of the growth will be generated. At the same time, the 

scenario with Africa leads to the conclusion that the increase takes place in the world’s poorest 

countries and thus places the governments in front of even severe challenges in their fight against 

poverty, poor living standards, inequity and absence of sophisticated health and educational systems 

(United Nations, 2015).    

Aging Society: 

The technological progress, medical advancement and easier access to education do not solely 

contribute to the better living conditions but also to a higher life expectancy. Even if it appears to be 

a great achievement at first glance, in combination with a decreasing fertility rate it places our 

society in front of a huge challenge. Particularly the developed countries are affected by this trend 

to the largest extent. By 2030, 1 out of 8 individuals will belong to the 65+ age group. The strongest 

growth will be expected within the group of people aged 85 and above, which is also associated 

with a greater need for care (National Institute On Aging, 2007). However, the overall positive 

development does not erase entirely the prevailing gap between the first-world nations and the 

emerging countries (Berger, 2013). For this purpose, the society has to come up with working 

solutions to address the shift in the distribution of the labor force, allocation of capital and a higher 

demand for health care and retirement funds (National Institute On Aging, 2007).  
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Growth of the Middle Class: 

The forecast on the future development of the middle class implies that is expected to increase 

twofold in the next 14 years. Comparable to the other macroeconomic trends, this growth will be 

achieved within in the emerging countries, reaching a figure of 5 billion people. Hereby, a better 

accessibility and quality of the education serve as a basis for the formation of a stronger middle 

class and thus higher consumption power (The European Strategy and Policy Analysis System, 

2015). A higher income will enable the households to possess more than one vehicle and thus in 

combination with other development trends represents a huge burden on the society (Rodrigue).  

Increasing Urbanization: 

Nowadays, more than the half of the global population lives in the cities, a proportion which is 

expected to increase by 22% and contribute the additional amount of 2,5 billion people living in  

megacities by 2050. The largest increase will be generated in Asian and African metropolises, 

whereby an overall increase in the number of cities with more than 10 million inhabitants will reach 

the number of 41. Currently, 16 out of the 28 large cities are located in Asia (United Nations. 2014). 

The increasing urbanization poses a great challenge for the local governmental in dealing with the 

provision of sufficient parking lots, increased congestion and air pollution (United Nations, 2014). 

The growing urban population puts big cities under tremendous pressure, since these have to 

comply with the environmental norms dictated by the higher authority. The traffic jam and a 

desperate search for a parking slot have far-reaching impacts on the urban productivity. The so 

called “cruising” due to the scarcity of parking possibilities can take up to 20 minutes and hinder 

the natural circulation of the traffic. The urbanization goes along with the deterioration of the air 

quality and pollution, which makes particularly the centric areas less attractive as living space for 

the families with children. That is why these will decide in favour of living on the periphery of town 

centers and commute every day to work. The local government has to come up with sustainable 

solutions in adapting to the commuting patterns and assuring a uniform distribution of travelers on 

alternative transportation modes. The US is one of the most illustrative examples how the local 

government responds to an increasing number of commuters and environmental challenge by 

introducing more high occupancy vehicle lanes, which enable cars with more than two passengers 

to pass the congested traffic by taking a special lane during the rush hours (Rodrigue).    
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4.2.Consumption and Generational Change 

 

The automotive industry is facing a new challenge in form of the generational shift, whereby the 

new millennial generation reaches their working and spending years. Nowadays, the millennials 

already form the largest consumption group in the US. Compared to the baby boomers their 

priorities are not in the ownership of expensive luxury goods and status symbol, but rather in the 

functionality of the item (Goldman Sachs, 2015). This behavior is based on the fact that the baby 

boomers rose in the time of a great prosperity and wealth, with record levels of the income 

generated and invested into ownership. (LeBlanc, 2015) Born and raised in the time of the 

digitalization and emergence of World Wide Web, these consumers value the technological 

novelties and a 24/7 reachability (Goldman Sachs, 2015). The profound societal transformation 

does not solely affect the content of the car, but also the way the vehicle is marketed to the public 

(LeBlanc, 2015). The millennials are a smart generation, with an instant access to the internet, 

which enables them to gain access to any type of information within the seconds and compare 

immediately the whole range of alternative offerings (Goldman Sachs, 2015). 

Table 1: Comparison of the Target Groups for Carsharing Services: Past and Presence. 

Target Group in the Past  Target Group Today 

Male (Ø 35 years old) Target Group Young People and Families; 

Companies 

1-2 Persons Household size 1-2 Persons 

Green, alternative Attitude Young, urban, tech- savvy,  

well-educated 

Environmental consciousness; 

financial savings 

Motivation Convenience, cost savings; no 

responsibility for car related 

services 

 

Private Providers 

Form of  

Carsharing 

 

Commercial Providers 

(Source: Mobilario) 

4.3.Technological Progress 
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Technological progress is the driving force behind the emergence of the sharing economy (Berger, 

2013). With the advance of time, it is not solely enabled the development of new and exciting 

products and facilitated the daily life, but also shaped the interpersonal relations. Several years ago, 

the customer service, personal contact and trust were the crucial components in the customer 

acquisition process. With the technological advancements the communication became more 

impersonal (The News Democrat, 2013). Even the identity verification in the process of registration 

for a credit card or Airbnb account does not require the individual to leave his home. Everything is 

solved with the help of internet, camera and a notebook (Airbnb). However, this is not a negative 

aspect since the new and constantly busy generation values the convenience of the process rather 

than the personal contact. Just within the several clicks the user can get an access to any service. 

From the company’s perspective it represents a possibility to decrease the labor costs and reach a 

broader spectrum of potential customers worldwide. This solely requires a proper functionality on 

the technological side and ensures that all the customers experience the same treatment. In the past 

an individual willing to buy a car selected between a wide of dealerships to find one with a trustful 

ambience, where he feels to be treated well and respectfully. Nowadays, the customers prefer the 

applications, which are simple in use and clearly structured. The internet enables an immediate 

match between the demand and supply. 

The technological advancement in all the different business segments all together enables the 

provision of the CS service. Cashless payment, online reservation, flawless synchronization of the 

smartphone with the car and the real-time processing of the information are solely several examples 

of the interlinked integration. The great achievements on this field might lead in the future to the 

perception of a vehicle as a bunch of technologic features interconnected. The increasing 

importance of technology in car production enabled the tech giants Google and Apple to enter the 

automotive market. By today, they serve as suppliers of the Android/ iOS operating systems, but the 

shift towards increasing importance of the software might transform the industry. In this scenario, 

when the Google-System will become the brain of the vehicle, OEM be assigned a secondary role 

as a hardware supplier (Vetter, 2015).  

4.4.Environmental Consciousness  

 

The European Commission sets and dictates the rules in regard to the long-term reduction of the 

CO2 production and fine dust (European Commission). Particularly the latter has become a huge 

problem for the society in the last years. For an industry-intense economy such as Germany the 
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compliance with these regulations is not an easy run (Sagener, 2015). Particularly in the cities such 

as Stuttgart and Munich, where the production sites of Porsche and BMW are located, the 

congestion is a daily problem and the concentration of the premium vehicles is high, a sustainable 

solution is required (ZDF heute, 2016). A high congestion has a devastating effect on the air 

quality, since repeated acceleration and braking produce additional amount of carbon dioxide (Der 

Tagesspiegel, 2015). Already in the middle of March, the local government announced the fourth 

alarm in regard to the excessive amount of fine dust being produced. On the voluntary basis, the 

citizens have been asked to rely on alternative transportation modes. If the situation is not going to 

change by 2018, the city will face the strict measure in terms of driving ban (Handelsblatt, 2016). In 

a direct comparison, the EU-wide limit is 50 micrograms per cubic meter of air and in January the 

city of Stuttgart reached levels of 141 micrograms (Focus, 2016).  

 

Even when the combustion engines based on conventional fuels cannot be entirely substituted in the 

medium-term, most of the companies engage actively in the R&D activities to find sustainable and 

environmental-friendly solutions. Nowadays, the cars with electrical and plug-in hybrid motors are 

higher priced. However, as the example of Norway reveals, with the help of the governmental 

financial support the transformation of the consumption patterns in regard to the vehicles usage can 

be encouraged. The consumer begins to feel the responsibility for the effects that are associated 

with the production or use of the product (Handelsblatt, 2015). 

4.5.User Mobility Types of the Future 

 
According to the study executed by Arthur D. Little, the macroeconomic and societal changes will 

lead to the formation of the different types of consumers in the future. Some of them will stick to 

their deeply rooted conviction and perception of the vehicle as a status symbol, however almost 1/3 

will build a new group- with a great sense of sustainability and innovation. Identically to the 

findings presented by Roland Berger, this study emphasizes the increasing importance of the elder 

generation. All in all, four out of seven types will represent the potential target groups for 

innovative  mobility services (Winterhoff, M., Kahner, C., Ulrich, C., Sayler, P. & Wenzel, E. 

2009).  

 
Greenovater:  

The perception of the mobility is very tightly linked to the idea of the resource conservation and 

environmental protection. This customer group is well informed about the negative consequences 
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and high costs associated with the car ownership.  At the same time they are not willing to give up 

the convenient and pleasant things of life and that is why searching for environmentally and socially 

responsible, healthy mobility alternatives. This mobility type is expected to account for almost 30% 

of the customer in North America, West Europe and Japan (Winterhoff, M., Kahner, C., Ulrich, C., 

Sayler, P. & Wenzel, E. 2009).  

Family-Cruiser: 

This customer group places a stronger emphasis on the needs of a new evolving family form – the 

patchwork family.  The mobility services represent a possibility to stay in contact with the beloved 

persons and are used intra-familiarly. The vehicles are expected to address a great variety of needs 

and accompany their owners through the different life stages: career, partnership, parenting and 

personal development. In this context, the demand for supporting and extra functions is high- from 

simple usage requirement, over to children’s entertainment to bicycle transport (Winterhoff, M., 

Kahner, C., Ulrich, C., Sayler, P. & Wenzel, E. 2009).   

Silver Driver: 

The emergence of this customer group underlies the aforementioned trend of the aging society. It 

represents a new generation of older people who become more important for the future 

consumption. They enjoy their leisure time, are versatile in their interests and willing to spend their 

money rather than to save it. The mobility solutions have to combine two aspects: on the one hand 

provide the required level of comfort but at the same time not being reduced to a staid “senior 

sedan” (Winterhoff, M., Kahner, C., Ulrich, C., Sayler, P. & Wenzel, E. 2009). 

High-Frequency Commuter: 

This customer group is mainly represented by people strongly involved into the professional life 

and being constantly on the move. The needs of the high-frequency commuter will demand an 

intelligent mobility network, which is able to combine various mobility services. They are expected 

to develop a strong affinity towards carpooling, carsharing and short-time rental solutions which 

enable a spontaneous acting. Generally, the car will solely play a complementary role and be 

substituted by alternative transportation modes within the regions with a high population density 

(Winterhoff, M., Kahner, C., Ulrich, C., Sayler, P. & Wenzel, E. 2009). 

Global Jet Setter 
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Compared to the previous group, these people travel several times a week between different cities 

and countries. This lifestyle is connected to a strong desire to find a place where he or she can feel 

home. Therefore, the transportation modes have to fulfill various functions at once -being a personal 

working place on the one hand and meet the desire for privacy and familiarity on the other hand. 

These people search for exclusivity within the premium segment (Winterhoff, M., Kahner, C., 

Ulrich, C., Sayler, P. & Wenzel, E. 2009). 

Sensation Seeker:  

For this target group driving pleasure, status and prestige remain crucial aspects of the daily life. 

The car is associated with freedom, fun and great lifestyle. It assumes the role of an escape place 

between work and home, a time when the driver feels good and free (Winterhoff, M., Kahner, C., 

Ulrich, C., Sayler, P. & Wenzel, E. 2009).   

Low-End User: 

This group is facing a huge problem in form of increasing fuel prices and increasing costs. That is 

why they are looking for cheap alternatives. Total cost of ownership will continue to increase and a 

limited budget will exclude them from purchasing a new vehicle. A budget car will become the 

focal point of the industry (Winterhoff, M., Kahner, C., Ulrich, C., Sayler, P. & Wenzel, E. 2009). 
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Figure 5: Future Customer Target Groups for Carsharing Services (Source: Author’s 

illustration based on Winterhoff, Kahner, Ulrich, Sayler & Wenzel.) 

 

4.6.Implications for the Carsharing Service Providers 

 

In pursuit of the expansion strategy, the companies should focus on the emerging markets with a 

constantly increasing demand for mobility in the long-term perspective. However, not every third-

world country is predisposed for the introduction of the service. Since Asia and Africa are 

considered as the countries with the greatest growth potential, it would be highly recommendable to 

concentrate on the markets, where the OEM is already operating its traditional car sales business. In 

addition, particularly the BRIC countries will be highly appealing, with an increase of 8% in the 

GDP and 150% in the purchasing power of the population by 2030 (Berger, 2013). From the car 

manufacturing perspective these markets are essential for companies’ success. The demand for CS 

in these economies is served by the local providers, whose offering comparable to the size of the 

city e.g. Zazcar in São Paulo is not sufficient (Zazkar). By today, solely car2go made the first move 

into an Asian market last month and introduced its service in Chongqing as a pilot project. It is out 

of the question that the European successful model cannot be identically applied to an entire 

different market in terms of consumption patterns but in the long-run it seems to be a step in a right 
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direction (Wurzel, 2016).  Thus, the company can benefit from the market expertise and the 

customer’s brand awareness on the one hand and fulfill the increasing demand for the mobility 

services on the other hand.  

In the next step the CS providers have to explore the needs of a new customer group of the age 65 

and above. In 2030 a person of this age will differ enormously from the one nowadays and has a 

different attitude towards technology and consumption. A healthier and more active lifestyle and a 

higher life expectancy will encourage even a 70 years old customer to buy a new vehicle or rely on 

the alternative transportation means (Berger, 2013). In contrast to these consumers, the millennials 

will become the focal point of the consumption industry in the years to come. The tech-savvy 

generation and its strong dependence on the smartphone will serve as a basis for a stronger 

engagement into the online services and provision of exciting features (Goldman Sachs, 2015).  

The future belongs to the fully-autonomous driving and the Internet of Cars. The car is expected to 

undergo the same transformation as a mobile phone several years ago. The shift from a simple 

communication device towards an all-around service provider will revolutionize the driving 

experience to the same extent (Bowermaster, 2016).        

The greater emphasis will be placed on the importance of Big Data and its contribution to the 

provision of a more tailored service to the customer by collecting, sharing and analyzing all kind of 

information, which can be result in intelligent driving (Bowermaster, 2016).        

The trend towards a constantly shrinking living space due to a high urbanization rate particularly in 

the developed countries will serve as a possibility to work towards the creation of a smart city. For 

this implementation the companies have to engage more deeply into the areas of digitalization, car-

connectivity and environmental solutions in order to stay competitive in the future and adapt easier 

to the societal transformation. The local governments will have to elaborate sustainable solutions in 

dealing with the consequences of increasing urbanization. As it has been shown above on the 

example of the United States, it would be in politicians’ own interest to support the new alternative 

means of transportation. In addition, struggling with the increasing carbon footprint and a fixed 

deadline in dealing with the fine dust production, the governments will support the initiatives in 

form of carsharing and the provision of the required parking spaces. In the long-run, the penalty 

payments will not be sufficient to evade the regulations set by the European Commission.  



 

 

25 

 

5. Evaluation of the CS Business Potential- Porter’s Five Forces Model 

 
The concept of sharing economy has proven to be a successful cross-industry phenomenon, whose 

far-ranging effect has reached the transportation segment. Despite its novel and innovative 

character, it is important to analyse the prevailing market situation and the growth potential 

associated with the entrance into the field of mobility services in a long-term perspective. This 

evaluation is particularly crucial for the car manufacturers, who are willing to enter this business 

segment, what might seem contradictory at first sight. In order to determine the attractiveness and 

the influence different market participants have on the carsharing industry, the framework “Porter’s 

five forces” will be applied.  

Threat of established competitors: High 

There exist a great variety of alternative transportation modes. Their great differentiation criteria are 

the level of comfort, accessibility, price and scope of services provided to the customer.  

Comparable to the outstanding examples within the other industries (Airbnb as an accommodation 

provider & Uber as driving service), the potential of carsharing has been discovered and adopted 

quickly by the third-parties companies as well as a small number of OEMs.  

Industry Growth:  

From the economic perspective the carsharing market can be considered as booming. Germany as 

one of the biggest CS services providers and consumers has shown a highly promising result at the 

beginning of 2016. Compared to the previous year, the number of users has increased by 220 TSD 

and number of cities providing the service by 47. Particularly the market for the free-floating has 

shown the strongest growth as in the years before (Bundesverband CarSharing, 2016). By today, the 

European market is mainly dominated by two service providers- Car2go and DriveNow.  

Cost Structure:  

The customer has to take into consideration two different types of costs. On the one hand, 

independently from the service provider, the payment of the registration fee in order to become a 

member and on the other hand the costs per minute of drive. Additionally, there is a variety of extra 

fees associated with the loss of the fuel and key card, unauthorised activities or special travel 

destinations. All of them are comparable with an exception of the price per minute as well as special 

offerings. However, the selection of a certain saving package is solely valid for a short period of 

time- 30 days and can be easily cancelled without any additional effort or charges involved. 
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Moreover, a one-time payment without the requirement of a certain activity status in terms of 

bookings per month enables the individual to be member in different CS clubs. Thus, the switching 

costs for the customers are considered to be very low, which encourages the competitive spirit 

among the companies (DriveNow, Car2go).  

Differentiation:  

As it has been presented above, the financial perspective is one of the drivers in the customer’s 

decision-making process in favour of a certain provider; however it remains questionable whether 

the difference of 2ct/minute as an entry price plays a crucial role. The main difference in the 

offering is the size and variety of the vehicle pool. Before 2016, Car2go was not able to compete 

with a broad range of different vehicles provided by DriveNow, whereby the diversity in the choice 

can be considered as one of the main differentiating characteristics (Auto.de, 2016). DriveNow 

offers a vehicle for any purpose, be that a simple drive, transport of big goods, business occasion or 

pleasure driving a convertible. Moreover, the issue of sustainability and environmental awareness is 

a current topic nowadays and the provision of electrical or plug-in-hybrid vehicles offers the 

companies the possibility to address an additional customer group. The connection to the parent 

company-OEM enables the CS provider to benefit from the brand reputation. An illustrative 

example is the new i3 in the product portfolio of the BMW Group which is “separately” marketed 

to the public under the brand “i”. With its electrical engine it does not produce any noises during the 

travel and its own specific interior and exterior design make it look as a vehicle of the future 

(DriveNow, BMW Group).  

The type of the CS service itself can be a determining factor, since the station-based model is 

associated with higher effort and less flexibility by the customer as the findings by the 

Bundesverband for CarSharing demonstrate (Bundesverband CarSharing, 2016) 

Exit Barriers:  

Particularly for the OEM’s the exit barriers are low since CS represents an additional distribution 

channel of the off-lease and on stock vehicles. Despite the expenditures for the extra equipment of 

the vehicle for the CS use, the company is not required to take any additional and risky asset-

specific investments.  
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Entry Barriers: Medium 

 
The probability of the new market entrants is expected to be higher when the entry barriers are low. 

In order to enter the CS service, any company has to be aware of the competitive intensity. Within 

an industry dominated by a small number of players having a strong reputation and customer 

loyalty the business start might be more challenging. In order to provide the required service the 

player often has to enter into a strategic partnership or perform alone the full scope of service, 

which requires a broad understanding of the business. In the time of the digitalization and strong 

integration of smartphones and tables into the daily life, the fixed costs for CS are considered to be 

low. There is a limited amount of service provided to the customer and that is why the need for the 

extra personal is low.   

Governmental Participation 

Generally spoken, the introduction of alternative mobility solutions to the urban areas corresponds 

to the prevailing challenges in terms of lack of parking space, congestion and increased level of fine 

dust in the city. Very often the cooperation with a CS provider is urgently required, particularly in 

metropolises. Thus, when the level of dust and nitrogen oxides exceeds the limit set by the EU, the 

city will be forced to do penalty payments (Schönbal, 2015). However, as the example of DriveNow 

in San-Francisco shows the local government is not always willing to support the initiative and a 

simple restriction on parking regulations might undermine the company’s success (Nelson. 2015).  

Economies of Scale/Scope 

In order to operate a successful CS business, the company needs a fleet of vehicles. Hereby, all the 

vehicles have to the technically and technologically adjusted for this purpose. It means that each car 

has to have a card reader on the front windscreen, proper functioning and connectivity with the 

customer’s smartphone as well as board computer. The provider can generate profit when the 

utilization rate of the vehicles is high. Being a subsidiary company of an OEM has a huge benefit 

compared to any other third-party company due to the fact that it benefits directly from the 

economies of scale and scope provided by the parent company. Hereby, in order to be competitive, 

the CS provider requires a high volume of vehicles for better and broader area coverage.  

Geographic Limitation 
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In the beginning phase, the more risk-tolerant companies could benefit from the first-mover 

advantage. As a pioneer, car2go had the full freedom of choice where to launch its service. 

Generally spoken, various business analysts are convinced that the concept of CS can solely be 

profitable in a city with a certain population and local predisposition. After the successful launch of 

the service every company would search for new markets to expand. In the case of the carsharing, 

as the example of DriveNow demonstrates, the expansion would be within the home market. The 

logical and strategic move would be to start in Munich and then expand further to Berlin, 

Düsseldorf, Cologne and Hamburg (DriveNow). Nowadays, there are nearly 150 CS services 

providers according to the Budesverband for Carsharing in the German market (Bundesverband 

CarSharing, 2016). Certainly, solely a small group of them succeeded in achieving greater customer 

awareness. Despite the fact that currently most of the big cities in Germany are already covered by 

the leading CS providers, the quality, easy accessibility and great sophistication of the local 

infrastructure might represent an additional market burden for the latecomers (Carsharing-News, 

2016).  

All in all, it can be said that from the strategic point of view the entrance into the CS business might 

be a challenging, risky and cost-intensive process. However, the constant appearance of the new 

providers in the market shows that the entry barriers are medium and in the light of the upcoming 

increasing demand, the players will be required to serve a larger group of customers.  

Threat of Substitution: High 

The emergence of CS has opened new and exciting possibilities for third-party companies to 

provide mobility services to the customers. Depending on the travel distance, price and nature of the 

service provided there can be distinguished between different types of substitution.  

The most environmental friendly and cheapest solution is represented by bicycle. Even here the idea 

of sharing has been applied further by introducing a new business model called bike-sharing. 

However, in big cities such as Munich, Amsterdam and Copenhagen the sophisticated infrastructure 

enables to travel easily by bike (Rötzer, 2013). The same applies to the public transportation means, 

which build the second option to get to the destination place comfortably and cheaply. In the era of 

smartphones it has become even more convenient, since within several clicks the traveller gets real-

time information on the delays and travel routes. 
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A more costly option is represented by taxi services, which nowadays face a huge challenge to 

compete with a new and innovative service called Uber, which is strongly represented within the 

American and Canadian markets. Its huge success potential did not remain unnoticed by other 

companies, resulting in the attempt to copy the model and incorporate it into the own services 

portfolio. Thus, two months ago BMW has announced its huge interest in entering this business 

field (Spiegel, 2016). 

Due to a great geographic coverage provided by intercity buses such as Meinfernbus, there is an 

additional option to reach the next nearest town for less money. The wireless connection in the bus 

makes it even possible to work during the ride (Meinfernbus).  

The mobility alternatives in form of ridesharing and carpooling presented in Chapter 3 are also 

considered to pose a huge threat to the carsharing business model. It enables to travel short and long 

distances for less money and in addition to meet new people. Even when the offering is not as 

comfortable and flexible as free-floating carsharing, its huge popularity among younger people will 

remain unchanged in the next years.  

Last but not least, the car ownership itself represents a substitution to the usage of the CS service.  

Bargaining Power of the Suppliers: Low 

This research paper focuses on the OEMs as CS providers and therefore due to their potent position 

in the market and long-term cooperation with their suppliers, delays in the production are seen to be 

an uncommon event. Moreover, the organizational structure of a global conglomerate is complex 

and most of the OEMs have a long list of subsidiaries, which provide a variety of services 

associated with a vehicle. Thus, by entering into the CS market, it makes sense to invest or possess 

a 100% fleet management company. Since it is not in the interest of any company to sabotage their 

own business, the bargaining power of suppliers is considered to be low (BMW Group).  

 Bargaining Power of the Customers: High 

Due to the transparency within the industry, the customer can easily gain an overview of the cost 

structure, current availability status and further details related to the vehicle just within several 

clicks. As it has been mentioned above, the one-time payment of the registration fee enables the 

user an unlimited access to the vehicle pool. Thus the switching costs for the customer are very low. 
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In a broader sense, all the providers offer the same service- transportation from point A to point B 

which results in a lower degree of differentiation.  

5.1. Limited Application and Criticism 

 

Porter’s 5 forces framework provides a broad overview of the prevailing competitive forces within 

the industry, which determine the success of the company’s business model.  It is a strategic tool, 

developed to evaluate the attractiveness of an industry and provide strategic insights into how the 

company can maintain its competitive position in the business environment. According to his 

model, the competitive advantages arise from a permanent strengthening of the own market position 

within the five forces system. This is built upon highly competitive market place, cyclical economic 

developments and a relatively stable market environment.  

His approach is mainly based on the analysis of the current state of the market and foreseeable 

future occurrences. Thus, the model cannot respond appropriately to the extremely dynamic 

developments or transformation processes of the entire industry. It is a very restricted viewing on 

the market, since the model does not take into consideration the emergence of innovative 

breakthroughs, which are difficult to anticipate but their effect on the market development might be 

significant. Thus, it makes it impossible to analyze the future development in a dynamic market, 

since you do not know what will happen as next. This is the core of any innovation.  

In fact, Porter’s framework does not cover sufficiently any of the recently emerged driving forces in 

form of digitalization or globalization. The vulnerability of the concept lies in the fact that the 

model does not consider and assign the technological advancement a primary role in gaining a 

competitive advantage. In the current market situation, which is very strongly influenced by the 

rapid progress of information technologies, a successful strategy cannot be solely developed on the 

basis of Porter’s model. 

6. Disruptive Innovation - Engine in the Dynamic Business Environment 

 

Since Porter’s 5 forces framework applies better to the traditional business models, the concept of 

carsharing will be analyzed from a perspective of the disruptive innovation, which carries a great 

potential to revolutionize the entire industry.  



 

 

31 

 

6.1.Definition of Innovation  

 
In the last years, the term “Innovation” has become one of these abstract words used as a synonym 

for “cool” or as a description of a product`s new feature (Klein 2014;  Berkun, 2008). However, not 

every improvement or technological advancement can be automatically considered as an 

innovation. In the everyday language the terms “innovation” and “invention” are often used 

interchangeably, although their characteristics are entirely different. The belief that a long list of 

patents confirms the innovative character of the company is not solely misleading, but at the same 

time equates an innovation to an “object” (Walker, 2015).  

The first essential distinction in the terminology lies in the usefulness of the innovation and its 

contribution to the increase of the outcome. This way an invention can be solely considered as an 

innovation if it has a noticeable impact on the external environment. Thus, comparable to the 

iPhone, carsharing in its function does not represent any fundamental invention, since the idea of 

on-demand short-term mobility in form of car rental provided by a third-party company has been 

prevailing in the society many years before (Walker, 2015). The second important characteristic of 

an innovation is that its creation addresses unfulfilled or even still “hidden” customer demand 

(Orsato, 2009).  

All in all it can be said that innovation goes one step further and stresses the successful 

implementation of an invention, whereby the existence of a durably profitable business model and 

industry expertise is crucial for the achievement of the leadership position in the long run (Walker 

2015).  

6.2.Determination of Different Types of Innovation 

 
Nowadays, there exist a great variety of attempts to describe the innovation according to its 

substance and impact. The former has been described in OSLO Manual: Guidelines for Collecting 

and Interpreting Innovation Data, differentiating between the four different types of innovation: 

product, process, marketing and organizational innovations. In its work, OECD relies on the 

aforementioned classification in order to conduct a universal global comparison of innovations 

(OECD). This approach might appear particularly useful to the companies which are searching for 

potential areas to innovate. 
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� Product Innovation: Successful introduction of a good or service which compared to its 

current version possesses better or in this form non-existent characteristics.  

� Process Innovation: Successful introduction of a new method or manufacturing practice, 

which allows achieving significant improvements in quality and cost structure as well as 

time savings.  

� Marketing Innovation: Successful realization of a marketing activity, which provides 

substantial changes to the existing standards in the product design, packaging, 

communication and distribution channels. 

� Organizational Innovation: Successful introduction of an organizational practice, which 

enhances the internal and external business processes and relations. It might involve a new 

assignment of responsibilities or a modified decision-making process (OECD).  

The usefulness of this innovation approach is very limited in the context of this scientific paper, 

since it does not take into consideration any wide-reaching radical and transformational changes.   

The classification of the term innovation according to the degree of novelty it carries has been 

introduced by Clayton M. Christensen in his book “The Innovator’s Dilemma” in 1997.   

 

Figure 6: Overview of the different types of innovation (Source:  Kalbach, 2012) 

 

Incremental Innovation: 

This type of innovation has found various synonyms in the literature and is sometimes referred as 

evolutionary or sustaining innovation. Its concept is based on the idea of an ongoing process of 

continuous improvements which have been introduced firstly as “Kaizen” in the Japanese Toyota 
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Production System. This type of innovation is 

strongly oriented towards the needs of the 

customers with the objective that an upgrade 

version of a product or service offers greater 

functional benefits to them. These advantages can 

be represented in form of performance 

improvement, extension of the functionality 

features or an additional way of usage. 

Sustainable innovation has a limited impact on 

the society, since the consumption patterns 

remain the same. From the company’s 

perspective it is a required step to stay 

competitive in the market (Hannaford, 2007, 

pp.55f.). All in all, the innovation is seen as a 

series of small improvements, where incumbents 

with well-established networks dictate the rules 

(Klein, 2014) . 

 

Disruptive Innovation: 

Compared to the incremental innovation, this type of innovation does not cause any immediate 

advancement, since it is not oriented towards the already existing demand curve. At the beginning, 

these innovations are often underestimated by the traditional market, since their introduction might 

result a negative feedback on the consumers’ side. The reason for such behavior lies in the fact, that 

these innovations address the needs, which have not been yet identified and discovered as such by 

the most buyers. In addition, a stronger emphasis placed on the idea itself and not the execution 

often leads to not being taken seriously (Klein, 2014).  Due to the hidden potential, these novelties 

face a high degree of uncertainty and their profitability occurs at later stages. Its disruptive character 

is represented by a huge potential it carries to transform the entire industry and introduce a new way 

of consumption, which has far-reaching impact on the daily life. While a breakthrough and 

incremental innovation are tightly linked to a product or process, within the disruptive context this 

would be not sufficient to cause a revolutionary result. Hereby a disruptive innovation challenges 

the root of the company’s business model.  In the long term perspective these innovations are 

Figure 7: Innovation Cycle over time ( Source: Klein) 
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expected to outperform the market and serve as a basis for the extension of the idea to further 

segments (.   

 

Breakthrough: 

This type of innovation carries a strong character of invention, since the advancement is directly 

linked to the technological progress and that is why capital and time intensive (Sherlin).Very often 

these innovations emerge within the R&D process and have to be protected by a patent. Its impact 

on the position of the product or service within a certain segment might be far-reaching from the 

company’s perspective, since it enables the firm to surpass the competitors. However, from the 

global market’s perspective it causes a small or limited impact (Kalbach, 2012). 

 
Game Changer: 

Game changing innovation can be considered as a mixture of a breakthrough and a disruptive 

innovation. Here the technological excellence meets a sustainable and successful business model, 

which is able to transform the entire industry and society.  It might impact excessively the various 

ways an individual perceives its environment (Kalbach, 2012).   

6.3.Carsharing as Disruptive Innovation? 

 

Carsharing represents an entirely new business model in providing mobility services to the 

customers. Even it is linked to the already existing idea of the short-term rental provided by a third-

party company, for the OEM’s it builds an entirely novel terrain. The challenge described in 

Clayton Christensen’s work” The Innovator’s Dilemma” is entirely applicable to the current market 

situation. The traditional business model of the car producer can be characterized as incremental 

innovation, since the core of the business remains the provision of improved design, stronger 

technical performance and more advanced technological features; all in all a better and more 

comfortable driving experience for the customers. Comparing the first and the sixth generation of 

the BMW Series, it becomes clear that over the last years the car has undergone a profound visual 

transformation. With the technological progress, additional features in form of navigation systems, 

driving assistance systems and infotainment have become an integral part of each car (BMW 

Group).  
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Figure 8: Evolution of BMW 7-Series (Source: The Globe and Mail). 

In contrast, the carsharing concept represents a “transformation” of the expensive and complicated 

product, for which production only BMW had the required capacities and knowledge. Now, with 

the emergence of carsharing, the product itself has become easier accessible to the general public. 

While in the past solely a certain group of people could afford to have a BMW vehicle, now 

everybody can access it due to it affordability as a CS. It is not necessary to consider a vehicle as a 

product in this context; its meaning can be extended further and applied to the mobility service in 

general.  However, the profitability of carsharing is incomparable to the margins generated through 

the sale of a BMW vehicle. This exact situation is described in Christensen’s work as a dilemma: 

should the company focuses on its traditional business and produce qualitative products and 

generate higher profits and sell them to the premium customers or focus on less profitable market at 

the current state and sell the new product to public and thus ruin the margins.  

7. Comparison of the Traditional Sales Model and Innovative Carsharing  

7.1.BMW Group- “Evolution” 

 

BMW Group is the world’s leading manufacturer of automobiles, motorcycles and provider of 

financial and mobility services headquartered in Munich (BMW Group). The Group consists of 

three brands BMW, MINI and Rolls-Royce and runs 30 production and assembly facilities in 14 

different countries. Its potent sales network is operating in more than 140 countries (BMW Group). 

The company’s primary goal is to develop, produce and sale engines and premium segment vehicles 

(BMW Group 2013). Last year BMW accounted for almost 85% of the vehicles being delivered to 

the customers. Automotive segment is responsible for the greatest proportion of revenues and 

profits being generated, followed by Financial Services (BMW Group). It pursues a dual strategy 

for the new products and services. On the one side there is the “Evolution” strategy geared towards 
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efficient combustion engines and innovative technologies and on the other side “Revolution” 

encompassing alternative drive trains, new business fields and mobility services (Fasse, 2016).  

 

 

Figure 9: Organizational Structure of the BMW Group. (Source: Author’s illustration based on 

BMW Group). 

With the introduction of its Number One Next strategy the company has sent a clear signal to the 

customers and the competitors. Last year the company has succeeded to improve its sales 

performance in a sixth consecutive record year by delivering 2,2 million vehicles worldwide 

(Reidel, 2016).  

The implementation of the new strategy will be reflected in the product design, technology and 

customer service. This goes along with the traditional business model described, where systematic 

innovation and improvements take place mostly within the R&D department. However, the 

company’s objective is not represented by a mad rush for constantly increasing sales figures each 

year. There is a stronger shift in the value creation from “hardware” towards software and services- 

an aforementioned phenomenon towards “downstream” segment (Reidel, 2016). The focus on more 

sustainable solutions in form of plug-in hybrids provision, batteries and fuel cells, greater 

digitalization and connectivity as well as emission free mobility will shape the future of BMW. 

However, the car manufacturer is aware, that in order to finance this transition the company will 

have to possess enough financial resources. This is the point where the traditional automotive 

business model meets the innovative concepts. In order to generate the required funds, BMW will 

have to reconsider its product portfolio and focus on the models which generate higher profits. 

Generally spoken, the luxury segment is a highly lucrative business, where a stronger presence 
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could lead to higher margins. Thus the “Evolution” strategy finances the implementation of the 

“Revolution” strategy (Fasse, 2016).  

By having a look at the internal composition of the models and brands, it becomes clear that four 

different segments can be identified. In the heart of the BMW brand there have always been sporty 

mid-range vehicles. The BMW 7 Series builds the upper class within the model portfolio and stands 

for premiumness, aesthetic and innovative power drawing on the idea of the sporty sedan which lies 

at the core of BMW. In contrast the compact models build the bottom of the portfolio and enable 

many customers the entry. This way the more cost-effective models profit from brand image and 

open the brand for new target groups. On the horizontal axe demonstrate the special concepts 

applied by the BMW- “M” and “i” families. While the former stands for dynamism, power and 

sporty style, the latter builds the opposite, representing a novel innovative concept and serving to 

expand the customer’s perception of the mobility services and sustainability (BMW Group).   

 

Figure 10: BMW Brand Model (Source: Author’s illustration based on BMW Group) 

Sources Pictures: (BMW M6 Gran Coupé (Bimmer Today); i3 (BMW Group); BMW 7 Series 

(Motor-Talk); BMW 1 Series (123Neuwagen), Logos (BMW)). 

 

7.1.1. Porter’s Value Chain  

 

Within the overall value chain, the OEM assumes the role of a binding element between the 

upstream and downstream segments (Sieber, 2005). For more than a decade the car manufacturing 

companies considered the R&D and production functions as the most crucial stages within the 

process of value creation (Stricker, K., Matthies, G. & Tsang, R., 2011). At these early stages the 
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technical, qualitative and technological development and superiority served as promising 

ingredients of success and source of competitive advantage (Wollschlaeger, D., Foden, M., Cave, R. 

& Stent, M.).  

Regardless the type of the industry, the reduction of the manufacturing costs has always been a 

method to enhance the financial performance of the company through the exploitation of the 

economies of scale and scope (The Economist², 2008). One of the most illustrative examples for the 

implementation of the former strategy is Volkswagen Group. Despite a highly diversified range of 

brands, its corporate structure enables the company to take advantage of the market representation 

within the similar model and price segments. This offers a highly lucrative opportunity to go 

beyond a simple standardization of the production process. The introduction of the cross- brand 

MQB (Modular Transverse Matrix) platform in 2012 was expected to reduce the costs by about 20 

percent and production times by up to 30 percent per vehicle through the utilization of the same 

components and universal construction processes within the high-volume segments across Audi, 

SEAT, SKODA and VW (Rogers, 2012).    

An additional price benefit can be achieved by exercising power on the upstream suppliers. Having 

a look on the costs composition within the automotive industry, it becomes clear that nearly 50% of 

the expenditures are caused by the use of raw materials in the production activity, followed by labor 

costs and advertising. A car is a complex construction made nearly to 50% of steel, iron, plastic and 

aluminum. Particularly the latter, has become a point of interest in the last years due its lower 

weight combined with the comparable level of safety provided by the use of steel. Every 10% 

reduction of the vehicle weight caused through the use of this highly precious material results in a 

lower fuel consumption (Kallstrom, 2015).  

In order to gain a better understanding of the value creation process within the automotive industry 

the framework introduced by Michael E. Porter will serve as a foundation for the analysis. In this 

context, the car manufacturing company is defined as a bunch of the value creating primary and 

secondary functions. Hereby, each activity is considered separately and evaluated in regard to its 

contribution to the company’s competitiveness. Thus, the value chain in its entirety can be 

considered as an amount the customer is willing to pay for the provided product or service. 

Depending on the nature of the industry, the scope of primary activities performed by the company 

itself might vary, however the supporting functions remain sector-independent. As it has been 

mentioned above, a car consists of many hundreds of components and even for a company of a 
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global format it would highly intensive and nearly impossible to produce all of them. That is why in 

the era of globalization, the OEM’s specialize on certain activities and often outsource the rest to 

the suppliers and distributors. The formation of such suppliers’/distributors’ networks can figure as 

a tool for competitive superiority. The way how each activity is carried out as a process decides on 

the cost development, customer satisfaction and differentiation from the rival. The sustainable 

competitive advantage arises from a more cost-efficient and more qualitative performance of the 

individual steps involved (Grafmüller, 2000, pp. 41ff. ).   

In the saturated automotive market, the OEM’s are facing a tighter predatory competition on the one 

hand in terms of cost pressure and price war within the cost-oriented production/standardization and 

on the other hand increasing individuality of the customer demand (Sieber, 2005). Within the 

traditional business model, the car manufacturers try to stand out through unique design concepts, 

where the perception and meaning of the vehicle interior are expected to gain greater importance in 

the future.  Different materials, the choice of unusual surface structures, personalized printing as 

well as technological developments in terms of on-board computer, hands- free car kits and car 

connectivity are crucial within the decision-making process (Johnson Controls, 2015).  

R&D encompasses highly knowledge-intense core competences of the OEM which builds the basis 

for technological excellence and that is why are wanted to be handled “in-house” (Automotive IT, 

2010). Figuratively speaking, if it is true that the true heart of an automotive group beats in the 

production, then the vehicle development is the brain (Volkswagen AG).  

7.1.2. Value Capturing Activities 

 
However, the manufacturing of intelligent, technologically superior vehicles alone does not produce 

any value for the organization and its shareholders. To capture this value is a huge challenge, 

particularly within a highly competitive automotive industry. A well-functional and sustainable 

business model can be defined as a source of value capturing. Its main goal is to provide a 

framework, how the company delivers the created value to the end- consumer in a way that he is 

willing to pay for it and generates profit as the result of the transaction (Verdin, P. & Tackx, K., 

2015). Mostly the described process refers to a traditional sale of the vehicle, whereby the amount 

of value created is generated at once in form of price payment.  In the last years, OEM’s have 

discovered new ways of value capturing, which lead to a stronger shift of the profit pool into the 
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“downstream” segment and thus the basis for the emergence of an entirely new business model, 

which will be described in the next chapter.  

The classic ways of capturing the value can be through the direct retailing of the OEM, where the 

producer has greater freedom and control of the sales process. This distribution channel is 

particularly appealing to premium manufacturers, where the quality of service provided, expertise 

and the entire buying experience on the side of the customer are essential. This distribution format 

does not include any additional expenses to a third-party, however is associated with high 

investments into infrastructure. Another way of retail, often used for volume brands, is presented in 

form of (multi-) franchised dealerships, where the manufacturer has to take into account a higher 

price payable to an independent dealer, which covers the risk and costs borne on its side (Fitzen, 

2007).   

Leasing, financing, insurance and maintenance services build supporting business activities geared 

towards value capturing. One of the most recent trends for the purpose of value capturing is the 

provision of after-sales services. Even if today the most car producers generate the biggest 

proportion of their revenues through new car sales, a closer look at the profitability shows a 

completely different picture. Up to 80% of the profits are made after the vehicle has been sold 

(Grosse Kleimann, P. et al., 2013).  

 

 

.  Figure 11: Value Chain according to Porter (Source: Schmid, S. & Grosche, P. 2008). 
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7.2. DriveNow – “Revolution”           

       
DriveNow is a free-floating carsharing services provider from BMW i, MINI and Sixt launched in 

2011 in Germany. Currently it is operated in nine European cities, among others in Copenhagen, 

Vienna, London, and Stockholm (DriveNow). This year the company has successfully ventured a 

step into the US market and launched a new service under the brand name “ReachNow” in Seattle 

(BMW Group, 2016a). The fleet consists of a broad range of different models for all tastes and 

pockets. The product portfolio encompasses the electrical i3 for environmental-conscious 

customers, X1 for sporty-style lovers and a wide range of alternatives when it comes to 

spaciousness (DriveNow).  

7.2.1. Functionality of DriveNow in Practice 

 

 

 

Registration and Identification 

 

� In order to become a DriveNow customer the user has to register 

online at the company’s website.  

� A one-time registration fee of 29 € will be charged. 

� Personal Identification and issue of DriveNow Customer Card takes 

place at one of the DriveNow stations. 

� For the identification purpose, the customer is required to bring the 

driving license, ID card and Credit/Debit card.  

� DN Customer Card serves as a personal key to the entire fleet of 

vehicles  

 

Location & Reservation of the Vehicle  

 

� Use of the DN application, tablet, PC or via phone to locate a vehicle 

in the immediate vicinity. 

� Free of charge reservation of the vehicle for the next 15 minutes / 

immediate use / personal reservation for 0,10ct/min. up to 8 hours 

� Possibility to choose from a broad range of vehicles  
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Opening the car using the chip card 

 
� Place the DN card in front of  the card-reader on the front windscreen 

or use the application to open the car 

� Check the car on the existence of any damages 

� Start the engine using personal PIN code on the monitor 

 

Refueling/Charging if required 

 
� Storage of the fuel card in the vehicle/charging cable in the trunk 

� Earning of extra 20 min. of driving by leaving the car with over the 

90% fuel level/charged  

� All the costs are already included in the price 

 

Parking and Locking the vehicle 

 
� Selecting the function on the monitor to accomplish the travel  

� Use of the DN Customer Card/application to lock the car 

� Parking tickets and cleaning are included in the price 

 

Billing 

 
� Online Billing, whereby the amount of money will be charged from the 

debit/credit card 

� Depending on the vehicle model there exist different tariffs charged 

per minute 

� A certain fee for parking during the rental  

 

    (All the information provided by DriveNow). 

 

7.2.2. Profit generation in the innovative business model 

 
DriveNow is a 100% subsidiary of the BMW Group, whose goal is not only to provide innovative 

mobility solutions in the strategic sense, but at the same time generate financial income for the 
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parent company. That is why there exist two different views on the profitability perception- the 

consolidated BMW Group perspective and DriveNow perspective.  

In Germany BMW AG cooperates with the car rental company Sixt to operate its carsharing 

service. However, a joint venture with an external partner might always encompass various 

advantages and disadvantages. On the one hand the costs, risk and profits are shared between the 

two parties. It is a useful and strategic move when a company enters an entirely new business field. 

Over the many years Sixt has proven to be a well-known rental company with expertise in the fields 

related to the short-term rental. The cooperation can be considered as an outsourcing of all the non-

core activities related to the fleet-management and maintenance on the side of the BMW Group. On 

other hand every multinational company is not willing to share the profit with an external partner if 

there is a possibility to benefit from the whole pie.  

By entering the new market BMW AG did not possess any knowledge on how to run a CS business 

and a strategic alliance with an external company represented the way out of this dilemma. After 

several years of operation, successful implementation and pool of experience, the company decided 

to expand into the new geographic markets by relying on the services provided by its 100% 

subsidiaries. Thus, in a consolidated view the whole profit generation remains in “house”. However, 

this move has required the Group to integrate new players into the process, since according to the 

European law, the leasing of a vehicle beyond the own country borders is prohibited.  

 

Figure 12: Model of the Vehicle Sourcing Process. (Source: Author’s illustration). (Source 

Pictures: BMW Group; DriveNow. 

Figure 14 demonstrates an example of a possible vehicle sourcing process. For a sophisticated 

functionality of the CS service from the technical point of view, the car has to be equipped with a 

wide range of extra features, starting from the card-reader placed on the front windscreen or 
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synchronization with a smartphone in order to open the vehicle. These modifications are costly and 

independent of the future proceeding have to be demounted. In the first step, the Group does not 

generate any high profits, since the transfer of the car to the National Sales Company (NSC) abroad 

remains an internal move and that is why it takes place at manufacturing or ex-factory price. The 

second step involves generation of profit because the leasing company is charged for the usage of 

the vehicle for upon agreed period of time. The leasing company generates profit by offering the 

fully-equipped vehicle and all the required services around it to DriveNow. In the final step, 

DriveNow provides the service to the customer. From the consolidated perspective BMW Group 

generates profit triple when all the parties involved are 100% subsidiaries of the Group. From the 

DriveNow point of view, being the last link in the chain including all the extra charges taken place 

upstream, it is important that it is still able to generate positive financial result at the end of the year. 

This is particularly important when the company wants to attract investor capital in the future and 

that is should be able to generate stable ROI.   

Compared to the traditional vehicle ownership, the utilization of an automobile within the concept 

of CS is more intense in terms of kilometers driven, higher risk of damages and constantly changing 

customers. The reason to lease a vehicle to a third-party instead of selling it offers the parent 

company the possibility for a further profit generation through the integration of the car into a used-

car market. That is why a sophisticated strategy in regard to the profit generation is required. All in 

all it can be differentiated between two major scenarios: “Dismantling” and “Re-marketing”. The 

former implies a longer usage period of the vehicle after which the car will be dismantled. This idea 

enables a more flexible model mix and the utilization of free production capacities. Additionally, it 

can represent an additional distribution channel for the off-lease vehicles, which can be used for the 

purpose of CS and dismantled after a certain period of time. The “Re-marketing” scenario implies 

the idea that the vehicles stay in the CS fleet for a shorter period of time and afterwards be 

remarketed and introduced into the used-car market. This concept leads to a stronger volume 

increase within the used-car market.  
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Figure 13: BMW Group View on Carsharing Process (Source: Author’s illustration based on 

BMW Group and DriveNow). 

7.2.3. Role of BMW i Ventures within the innovative model 
 
The operation of the CS service is a complex process not only in terms of organizational and 

practical implementation, but also innovation. That is why the foundation of a venture capital 

holding can be highly encouraging dealing with mobility services. In order to flourish within the 

fast-changing business environment, the automotive companies are required to invest into 

digitalization and connectivity. The easiest way is to focus on start-up, since they are innovative, 
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lean and more flexible in their organizational structure. A decision on a certain issue within a 

mature company or Group can take several months until it passes all the management tiers up to the 

upper management and the same way down. This way the BMW i ventures on the one hand acts as 

an angel investor and contributes to the overall technological advancement and on the other hand 

acquires the know-how or untapped market potentials. The synergies are generated on the both 

sides, since the start up cannot solely benefit from the financial support, but also strong brand 

reputation of BMW, its expertise on how to transfer and successfully implement the idea in practice 

and business network.  

For this purpose, BMW i Ventures focuses on the investment into start-ups specialized on the 

innovative und stainable mobility solutions. These can be often in form of app-based services as it 

is the case with ParkNow and ChargeNow. Nowadays there is a broad pool of start-ups and 

innovative ideas but not all of them are promising and worth to invest in. In addition, this business 

landscape is constantly changing, when carsharing has been a phenomenon in the last years, by now 

a lot of business analysts talk about the hype around bike-sharing and corporate car-pooling as the 

next step towards sustainable mobility. Thus, the Capital Venture Holding has the possibility to 

gain a smaller stake in a company and depending on its future business development to even acquire 

it.  

These investments are crucial for the competitive advantage of DriveNow, since an equipped and 

well-functioning vehicle alone does not add great value to the customer experience. Without the 

real-time information on the parking situation in the destination area or the status of the availability 

of the charging station, the customer does not capture any value. One of the greatest advantage of 

the carsharing is that compared to the own vehicle, the entire driving experience is much easier in 

the urban areas because the driver does not have to care about where to park the vehicle. Nowadays, 

the lack of the parking spaces is often the reason why people owning a car prefer to use CS service 

instead. In addition, they have the full plenty of possibilities for the way back, which offers them 

more flexibility. How often it has happened that the plans have spontaneously changed during the 

evening, but the own car parked somewhere has discouraged from the implementation of certain 

plans.  

Compared to the German car manufacturers and its direct competitors Audi and Daimler, BMW is 

one of the most active companies in regard to the investment activities. The topics “parking” and 
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“charging” are the most prioritized topics for the company, with its investments in JustPark, 

Parkopedia, Zirx, Chargepoint and Chargemaster (CB Insights). 

 

Figure 14: Where are major Automakers investing? (Source: CB Insights). 

 

7.3.Challenges  

 
BMW is a global leader in vehicle production with a strong network of suppliers and distributors 

worldwide. The company possesses the required knowledge and labor force when it comes to the 

technological and organizational improvements. The necessary requirements in terms of a 

traditional and successful business model would be here fulfilled. The carsharing concept takes the 

vehicle production as a basis for its business model. The pool of vehicles alone does not generate 

any profit within the innovative context, since the core activities rely on the services build around 

the object.  

Within the traditional model the car manufacturer produces the car, equips it with the required 

infotainment, ships it to the dealership and from there the vehicle goes directly to the customer - a 

simplified process description. After the car has been sold, the OEM’s provides after-sales services 
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in form of consultations and maintenance. These are services associated with the technical side of 

the car. Except of the financial and insurance services provided the BMW Financial Services, the 

OEM has not been confronted in its full complexity with the competences required for fleet 

management, real-time data processing, parking and charging. These components and their proper 

functionality are essential for the business sustainability and customer satisfaction. Moreover, the IT 

expenses are very high, since the vehicle has to be equipped with the additional features, so that the 

customer can open the car, holding the card in front of the car-reader placed on the front 

windscreen. An on-board computer is required to display the information on parking situation and 

the next located charging stations.  

8. Implications for further Research and Practice 

 

As the research has shown, the automotive industry is expected to experience a huge shift from the 

traditional sales model towards the provision of alternative mobility services in the future. The next 

step for the car producers will be to analyze what these changes mean for their business model and 

how they can reap the benefits of the increasing demand. Hereby, in the light of the aging society, 

the adjustment of the product to the new 65+ customer group will form one of the most interesting 

research fields in terms of the strategy, product design and marketing.   

Carsharing in the emerging markets 

In the course of the analysis, it has been shown that the emerging countries will be the markets with 

the highest and fastest growth by 2030. That is why the demand for alternative mobility solutions 

will increase in the years to come. Nowadays, except of car2go with a pilot project in China, none 

of the European car manufacturers dares to enter one of these markets. Within the scope of the 

expansion strategy, would it not be a better strategic move to benefit from the first-mover advantage 

and enter on one of the BRIC or Indian market instead of focusing on the saturated US market?  

Integration of analogical services into one universal product portfolio 

Sharing economy represents a highly promising and scalable business model, which offers a variety 

of opportunities to expand in the future. In chapter 2 the delimitation of the carsharing concept from 

analogical services has been made. In the course of the analysis it became clear that the demand for 

alternative mobility services will rise enormously in the future. In this context it is expected that the 

car manufacturing companies will go beyond carsharing and explore new segments to invest. As it 
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has been mentioned in the analysis, BMW has already shown its interest in entering the ridesharing 

business. Hereby the following question for further research arises: Will it be possible for a car 

manufacturing company to engage into the mobility services segment and expand its offerings the 

same way it did with its vehicle models? 

Shift from the Hardware to Software 

The technological progress is one of the driving and shaping forces within the automotive industry. 

The constantly increasing proportion and importance of software in the vehicle will revolutionize 

the driving experience in the long-term. One may speculate that the car will become the smartphone 

of today in the future.  Since the automotive industry is a highly lucrative business, none of the 

OEMs wants to lose its position to any tech giants, neither Google nor Apple. The slowly 

disappearing border between the technological and manufacturing side of the vehicle will place the 

companies in front of serious challenges. This development will impact the entire automotive 

industry and require the OEM adapt a strategy to counteract and defend its position. 

9. Conclusion 

 

The automotive industry is facing one of its major transitions since the successful implementation 

of the mass production line. As the analysis of the current market situation has revealed, carsharing 

is experiencing a double-digit growth worldwide. In 2020, the carsharing community is expected to 

encompass 26 million users. The future development of the external environment will considerably 

favour the alternative mobility solutions.  

The changing consumption patterns will have a huge influence on the industry of tomorrow. The 

constantly aging society will build a new target group, whereby the companies will have to study 

their preferences firstly in order to be able to provide tailored services. Another big customer group 

will be presented by environmentally conscious people, who are aware of the consequences of 

global warming and air pollution. However, not all the people are moving towards green and 

alternative mobility solutions. Some of them remain faithful to the traditional perception of the 

vehicle as a status and prestige symbol.  

The analysis of the attractiveness of the industry based on Porter’s 5 forces framework has shown 

that the competitive forces are very high. Either the intensity of the competition among already 
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established players or the newcomers, the market will stay sufficiently served with alternatives for 

the next years. 

The prevailing situation in the market has already been described in Clayton Christensen’s book on 

disruptive innovation. Currently, as the example of BMW Group and DriveNow has shown, the 

company figured out how to convert a controversial concept into an additional financial flow. 

However, this requires a strong ecosystem. It would remain questionable, how successful would 

BMW be without its leasing and fleet management company as well as investment capital firm.  
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