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INTRODUCTION


The global business environment is the environment in various independent administrative district, with components exogenic to the interior environment of the organization, influencing decision making on resource use and capabilities (Botha, Kourie and Snyman, 2014). Business environment is highly dynamic and therefore, needs to be managed properly. It helps in understanding the globalised with the objectives profitability and growth. It also helps in causing the movement of ideas, services and capital across the world. This report is based on a case study of car production surges in Eastern Europe. This report will explain the PESTLE analyses and porter's five forces model for interpreting the globalised business world. 

MAIN BODY

1. PESTLE Analyses.


PESTLE analyses is the conception of principles of marketing. It is an analytical strategic business tool. It is one of the most effective framework which is available for understanding the external business environment because it develops strategic planning decisions. All the aspects of this technique is crucial for every industry (Buckley, 2014). This is very useful when new business is started or expansion of the existing business is to be done. This plays a very great role in the success and growth of the businesses. It is useful for any department in a particular businesses like sales, finance, marketing, etc. for analysing the outside market information. It is a cost effective technique because the only resources it requires is time and qualified efforts from which an individual can analyse the external forces. It provides easy understanding for the factors that affects the business environment. It helps companies to get ready for dealing with threats that arises time to time because of external factors. This is a very useful method for exploiting the various opportunities which arises from different times due to external factors. It is very useful to conduct a PESTLE analyses before starting any businesses. Furthermore, this analyses helps in evaluating all the factors at one single place for better decision making. It further helps in identifying various opportunities and threats and helps in analysing and evaluating the same. The gathered information will be immensely used in building effective strategies. It is a crucial part for any strategic planning which affects the companies and its strategies. The auto mobile industry is tactically working towards creating new opportunities and intensifying technology. In this, the PESTLE analyses of the auto mobile industry will be done and it is discussed below.

Political factors: such factors are concerned with the stability of the government of the country that determines the transactions of the organisations. It affects factors which are very crucial for strategic management (Chand and Tung, 2014). It involves areas such as fiscal policy, labour law, environmental law, trade restrictions, etc. This is basically the degree of intervention from the government of the country. These factors a very crucial role and have a direct impact on profitability of the automotive industry. East European governments offer incentives, from financing some of the investment to offer a low flat and simple tax on employee wages and corporate profits, as in Slovakia, where all taxes are a simple 19 percent. It is favouring a vehicles that are producing low emissions and are friendly in nature. In this, import rules of the country vary from one country to another. In this case study, local government rivalry local auto makers, like Skoda in the Czech Republic and Dacia in Romania. They were driven to near devastation under Communism, but some of those auto makers were then bought by Western car makers after 1989, when Volkswagen acquired Skoda and Renault bought Dacia. . Labour union leaders in Germany, with the backing of leaders in other countries, have been pressing the European Union to limit the kinds of incentives that Eastern European countries offer automakers to settle there.   


Economic factors: All the relevant changes and fluctuations in the economy of the country will have significant impact on the businesses (Doh, McGuire and Ozaki, 2015). It involves interest rates, inflation, credit availability, gross domestic product, exchange rate, disposable income, etc.  Central Europe is in the European Union, which has the benefit of a stable economy, and they want the euro. Furthermore, the sales are higher in developed countries compared to the developing ones because of higher purchasing power of the customers. After the collapse of Communism in 1989, many foreign car makers rushed to acquire local car makers or build their own factories in countries like Slovakia, Poland, Hungary, Romania and the Czech Republic. That relative trickle, though, is now a flood. The money has been pouring in, and the pace and frenzy is prompting talk of Europe's auto industry shifting from west to east. High gas prices in the West have also encouraged consumers to start shifting from big cars and S.U.V.'s to the kind of compact cars that are a speciality in Eastern Europe. Above all, labour here is the cheapest in the region.


Social factors: There are the social and cultural factors which are concerned with the fashion, trends, lifestyle, society, etc. Apart from this, it also includes, the shared belief and attitude of the population, etc. which helps the marketers in targeting the population. These factors are of peculiar involvement as they have a direct impact on how marketers translates customers and what drives them (Groşanu and. et. al., 2015). Similarly, the automotive industry is also affected by the changing socio cultural trends and taste of the people. Each and every year the auto mobile sectors introduces new models by keeping in mind the preferences of the customers. Central European automotive director for Price water house Coopers has also added that this was likely to mean far slower growth in some Western countries that now specialize in small car production, like France and Spain. 


Technological factors: This is one of the most important facto because technology is emerging at a greater pace and every industry is enabled with latest technologies. It is the element which involve advancement of technologies that can improve the production of goods, maximises distribution channel and enhances marketing promotions. It is important in each and every sphere of the industry. It also includes, thorough research and development, inventions, innovations, etc. The manufacturers and suppliers taking part in the survey indicated that innovation and new technologies such as connectivity, electric cars and autonomous driving are playing an increasing role. 43% of all respondents in the region indicated that they are focusing on the application of new technological solutions. More than 50% of respondents in Bulgaria, Hungary and Romania reflected this trend (carmaker network and innovation, 2016).   


Environmental factors: These factors are concerned with the conservation of various environmental factors which are scare in nature. In last few decades, this factors has gained a lot of importance because businesses are now becoming more conscious about the environment friendly products and services. It has changed the ways of doing businesses. They are crucial due to the shortages of raw materials, pollution targets, carbon footprints, etc. It further involves, climate, environment off set, ethical considerations, sustainability, etc.  The impurity of environmental pollution tests have grown up stricter and the vehicles passing these tests only are allowed in definite markets including EU and UK. Environment friendliness has become an important test for the vehicle makers in the 21st century as governments have started focusing heavily on pollution control (Hamilton and Webster, 2018).  In auto mobile industry, various brands like Volkswagen, Ford, etc. are investing huge amount of resources for low emission and environment friendly vehicles. This is due to the fact that customers focus has been shifted to fuel efficient vehicles because of the scarcity of resources.

Legal factors: It is very crucial because every industry and country is bound with various legal laws and legislations to protect the various rights and interest. To sell vehicle in globalised market, it is important to ensure that industry is working by maintaining the quality of the products. It involves various laws, like consumer law, labour law, environmental law, etc… The vehicles which are existing in exporting the foreign market, will have to go through the invariable emission controls (Kerr and Perdikis, 2014). Apart from this, there are laws which are concerned with the product safety which have an important effect on the sales of the vehicles. Recently, Toyota had to recollect its vehicles due to the defective airbags.   

2. Porter's five forces model.


Five forces model was developed by Michael E. Porter in 1980. This model identifies and analyses five different competitive forces which helps in shaping every industry and determines the strength and weakness of the industry. It is a broadly used model in businesses which is concerned with driving firm competitive forces within an industry. It is a useful tool which explains the reason for which different industries are able to sustain different levels of profitability (Lewis and. et. al., 2017). This helps in analysing industry structure of company and corporate strategy. The following are the five forces which have an influence on auto mobile industry of Europe and they are discussed below: 


Threat of new entrant: This force is concerned with determining the ease of entering into a particular industry. The profitable markets is able to attract new entrants which is concerned with erosion of profitability. Therefore, Europe is a developed continent and it is difficult for newly established brands to enter into the auto mobile sector. This is because, it will require huge investment in promotions, designs, technology, etc. Apart from this, new entrant will face the problem of higher level of competition from different competitors of already existing brands (Pikhart, 2014). Market share of new entrant will also be low due to the fact of bringing innovative and differentiated products to the market. Brand image is also a major obstacle for new entrant because, it takes years to establish a brand and requires large number of resources like finances, highly qualified workforce, etc. Lastly, penetrating new market is not easy because some governments have applied higher level of import taxes to disapprove foreign brands. Apart from this, the European government has a stricter policies and regulations which also makes difficult for the new company to enter into the market.


Bargaining power of suppliers: This force is related to the ease of suppliers for driving the input costs. If the bargaining power is strong then it enables the suppliers to sell higher priced or low quality raw materials (Rowell, 2017). This has a direct impact on organisations profitability due to the fact that they pay more. Suppliers are determined by the factors like uniqueness of the input supplied, number and size of firms supplying the resources, competition for the input from other industries, switching cost from alternative sources. For instances, in Europe seats for the Trnava plant are manufactured by Faurecia, a Peugeot controlled company, at a suppliers park near the main factory. Slovakia, the Czech Republic and Poland have been competing to pull in suppliers for the big new assembly plant, Hyundai is building at Novosice in the eastern corner of the Czech Republic, a short drive from Slovakia and Poland. Therefore, the bargaining power of supplier is weak in auto mobile industry because of the threat of forward integration which is minimum for the suppliers. 


Bargaining power of buyers: Buyers or customer have the power to demand low prices or higher quality products and services. If the industry provides low price products then it will minimises the revenue and if it provides higher quality products then it raises production cost, therefore in both the case industry suffers if customer has strong bargaining power (Salvatore,  2015). This is drive by the quantity of buyers so that prices can be slow down. In European market, the bargaining power of buyer is very strong in auto mobile industry because a larger part of the employees are smaller which purchases single vehicle. The switching cost is low, which enables the buyer to easily switch from one brand to another. The factors which have a direct impact on the industry are number of customer, size of orders, number of firms supplying the product, threat of integrating backward. In this case study, there are large number of customers and being in developed country, they poses higher level of income which they wishes to spend on considerable auto mobile industry that will provide them luxury and unique feeling.   


Threat of substitutes: This force is particularly threatening when buyers are able to buy substitute products very easily which will provide them with attractive and affordable prices. Companies which produces goods and services for which there are no or few substitutes are available then organisation will have low threat of substitute else vice versa. It is also produced by different industries and fulfils similar customer needs (Savrul, Incekara and Sener,  2014). Therefore, in European government there is considerably weak threat of substitutes because of various alternative options available in the market like trains, buses, taxies, etc. Volkswagen assembles its Touareg S.U.V. and the big Q7 of its Audi associated in Slovakia, Porsche assembles the physical structure of its expensive Cayenne in a factory near Bratislava and then ships them to Germany for finishing.    


Competitive rivalry: This force is concerned with the crucial element of identifying and analysing the level of competitiveness and profitability. It is related to the quantity of the competitors and their potentiality to cut down the resources of the company. If the number of competitors are larger with the equal number of products offered by the company then they will be lesser power to the company (Shenkar, Luo and Chi, 2014). Therefore, in European government, the competitive rivalry is very strong because of the number of recognised and influential brands. Apart from this, different brand targets different segments of the market by over lapping. Different companies of the industry are providing different motivators to attract customers. For instance, Ford was very successful but due to its tire scandal matter, General motors has acquired the position of Ford.
CONCLUSION


From the above report it has been concluded that business environment is highly dynamic in nature. To work in globalised world, the industry will have to deal with several forces and factors which are explained in this report. The PESTLE analyses has helped in considering the external business environment that can affect the organisation in a significant manner. Whereas the porter five forces model has been explained so that company can analyse the competition in the industry.              
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