Car Manufacturing Industry      6

Robinson & Garton, 2007)[image: Description: :::::::Desktop:In progress desktop:TRINITY SAINT DAVID:logo:TSD_logo2010.jpg]                                                                                                                                                                                                                                                                                                                                                                                                                                                                       






Level 4
Module code: LCBB4005
The Global Business Environment 

Assignment: 1

Environmental Analysis of Car Manufacturing Industry

MODULE LECTURER´S NAME: Syed Jaffery

STUDENT NAME:   Meri Tahu

STUDENT IDENTITY NUMBER: 1911661
Running Head: CAR MANUFACTURING INDUSTRY 








[bookmark: _Hlk48225483]Environmental Analysis of Car Manufacturing Industry
[bookmark: _GoBack]

Table of Contents

Introduction	3
Driving Forces and Changes in the Car Manufacturing Industry	3
Critical Assessment of the Opportunities and Challenges in Car Manufacturing Industry	6
SWOT Analysis	6
PESTLE Analysis	7
Political	7
Economical	8
Socio-Cultural	8
Technology	8
Environmental	9
Legal	9
Poster Five Analysis	9
Conclusion	10
References	11




Environmental Analysis of Car Manufacturing Industry

[bookmark: _Toc45219849]Introduction 
Car manufacturing industry is considered to play a major role in the economic value of the country. This industry not only contributes in improving the national economy but also helps the domestic businesses to compete in the international market (Yin, et al., 2018). However, in today’s highly dynamic and competitive business environment, car manufacturing industry has to compete against strong competitors. For this purpose, the firms in this industry continuously adapts different strategies and gaining advantages from arising opportunities and risks to increase the competitive edge, ensuring stability and sustainability (Laszlo and Zhexembayeva, 2017). 
It has been also noted that since past decades, the car manufacturing industry has gone through several changes to align its operations with new trends and satisfy the expectations of the consumers (Meckling and Nahm, 2019). In this assignment, major forces which have contributed in shaping the business environment of car manufacturing industry will be explained whilst analysing the changes occurred in the past years. In addition, the opportunities and challenges which have been faced by this industry will be critically assessed to analyse how the firms have gained competitive advantage in this industry. 

[bookmark: _Toc45219850]Driving Forces and Changes in the Car Manufacturing Industry 
Literature indicated that the car manufacturing or automotive industry has been going through accelerated changed or transformation by the influence of major forces. It has been noted that high competition in the industry in the internal level is one of the major forces which has driven innovation in the past decades (Olatunji, et al., 2019). Such competition has led to the manufacturing of vehicles with innovative designs and advanced features. Advancement in technology has resulted in increasing the integration of software and other technological tools and techniques in the vehicles (Yin, et al., 2018). 
It has been observed that technology has served as another driving factor which has allowed high-tech capabilities for entertainment and driving in the vehicles. Recently, vehicles are being manufactured with parking assist and sensor technology having the ability to become aware of their environment. This has resulted in arising high competition as other automotive firms are now changing their operational system to incorporate such technology in their working environment to align with the current trends and expectations of the consumers in the market (Change, 2016). Demand shift is another force which is triggered by such emerging markets with strong capabilities of growth and development. It has been observed that emerging markets have been involved in providing better services with low prices which has resulted in increasing the demands of the consumers for such products and services (Rothaermel, 2016). 
For example, as compared to previous years, various types of cars are being manufactured for the consumers of low, middle, and high socio-economic status. Considering the catastrophic situations such as Japanese tsunami, it has been analysed that several firms in the car manufacturing industry have developed an interconnected supply chain to mitigate the drastic impacts of such global conditions (Yin, et al., 2018). Therefore, these catastrophic situations are known to shape the supply chain of the industry in such manner that the operations keep running smoothly. Regulation introduced by the government is another major force which has shaped the manufacturing industry. In 2015, the fuel standards has raised to 54.5 miles per gallon (Rothaermel, 2016). 
It has been indicated that these standards were further increased by the government in the coming years. For this reason, the firms are considering operations which can improve the fuel efficiency by high utilisation of low weight components in the vehicles, for example, use of aluminium rather than heavy steel as seen in F-series trucks of Ford. Similarly, many manufacturers are assessing ways for improving fuel efficiency to produce aerodynamic cars with small size of engines (Change, 2016). It has been expected that this change will reduce the high prices of the vehicles. Analysing these forces, it can be stated that car manufacturing is one of the highly evolving and changing industries worldwide. Each year, due to high innovation and trends many changes occur in the production system to meet the customers’ needs (Robinson, et al., 2019). 
Literature has highlighted that each ten years the industry is gone through a significant change. For example, software used in new vehicle for tracking directions and assessing the traffic conditions was just a fantasy in last decade. On the other hand, all the manufacturing activities were performed by human labour for car production (Yin, et al., 2018). Now, it has been observed that after 1961 when General Motors used the first robot in their manufacturing factory, several other firms have considered this concept. Recently, Kia car manufacturing firm has now over 242 robots and less than 62 human workers in their factory which can manufacture a car in less than 90 minutes. It can be analysed from the changes which had occurred in the last years that now this industry has become highly advanced due to forces such as technology, innovation, regulation, etc. These forces have made the operations more efficient in the industry (Ranjith, 2016). 


[bookmark: _Toc45219851]Critical Assessment of the Opportunities and Challenges in Car Manufacturing Industry 
To assess the opportunities and challenges which arise in the car manufacturing industry, it is necessary to analyse the internal and external environment in which the firms operate (Yin, et al., 2018). This can be analysed by using different tools such as SWOT, PESTLE, and Poster Five Analysis.

[bookmark: _Toc45219852]SWOT Analysis 
SWOT analysis determines the strengths, weaknesses, opportunities, and threats. Based on this analysis, it has been analysed that the evolving and changing nature of the car manufacturing industry is a major strength through which the firms can integrate continuous innovation in their products, improving the competitive advantage against the competitors (Robinson, et al., 2019). This industry is very beneficial for improving the national economy due to their international business. However, it has been argued that government regulations, high turnover of employees, and consumers’ power are the major weaknesses which can impact the productivity and efficiency of the firms (Olatunji, et al., 2019). 
Analysing the opportunities for the manufacturing industry, it has been observed that fuel efficiency approaches for producing highly efficient vehicles will offer various opportunities to the firm in the international market (Robinson, et al., 2019). Another opportunity which the firms can benefit from is the customer groups and the changing trends in the lifestyle of the customers (Laszlo and Zhexembayeva, 2017). There are different customer segments in the market which the firms can utilise for market expansion (Yin, et al., 2018). 
Changes in the market trends contribute in arising different opportunities for the firms to integrate innovations in their operation system which can improve efficiency and performance, leading to high profitability and competitiveness (Meckling and Nahm, 2019). On the other hand, it can be assessed that although innovation and changing trends have also provided various opportunities, it has also increased high competition. Car manufacturers in the automotive industry are facing elevated competition in the market due to increasing numbers of different brands with high innovation. Moreover, it has been also observed that changing prices in the fuels and efficiency standards have become challenge for the manufacturing firms as well (Law, 2017). 

[bookmark: _Toc45219853]PESTLE Analysis 
PESTLE analysis is the tool which is used for evaluating the external environment of the car manufacturing industry. Such analysis helps the manufacturing firms in assessing the competition so that high competitive advantage can be developed for maintaining sustainability in the market (Yin, et al., 2018). 

[bookmark: _Toc45219854]Political
Political factors have a major impact on the success and growth of the car manufacturing industry. It has been analysed that all around the world, government is introducing low emission policies on the car manufacturing firms (Robinson, et al., 2019). This has forced the firms in changing their operational activities to cause minimum emission of gas in the air which require additional costs and may delay productivity. Furthermore, there are high taxes on fuel guzzlers and big cars used for luxury. In the market, there is high demand for environmental friendly cars supported by the government rules and regulations (Law, 2017). 

[bookmark: _Toc45219855]Economical
Economical factors are also important part of the car manufacturing industry. It has been highlighted that in the developing countries, the sales and prices of the cars are affected drastically as compared to developed countries with stabilised markets. In addition, many markets impose high taxations on the cars which impact the revenues of the firms. This creates challenge for the firms (Ranjith, 2016). 

[bookmark: _Toc45219856]Socio-Cultural
This industry is highly impacted by the socio-cultural factors in the market such as preferences of the people and the social trends. These factors provide several opportunities to the firms in producing new car models, meeting the expectations of the consumers and targeting particular consumer group with respect to their preferences, improving sales (Olatunji, et al., 2019). 

[bookmark: _Toc45219857]Technology 
It has been noted that technology is the core element in the industry as it contributes in high innovation, assisting the firms in gaining increased market share with competitive advantage. Key firms in the car manufacturing industry are greatly investing in technology for reaching the goal of sustainability. For example, firms like Hyundai and Toyota are now aiming to produce eco-friendly and low emission cars. Toyota has been planning to introduce a “driveless” car in the future through the use of technology (Laszlo and Zhexembayeva, 2017).   


[bookmark: _Toc45219858]Environmental 
Manufacturing industry is greatly associated with releasing toxic gas in the air which results in high environmental pollution (Rothaermel, 2016). Due to this reason, laws and regulations have been introduced for minimising the gas emissions in the air, improving the eco-friendliness of the manufactured cars. Moreover, government is imposing the firms with high taxation on high fuel consumption and gas emission vehicles. This is identified as the major challenge for the firms operating in industry (Meckling and Nahm, 2019).

[bookmark: _Toc45219859]Legal 
Laws and regulations are other factors which have become a major threat for the firms in this industry in terms of performance and profitability. Products which are sold in the global market have to fulfil some legal obligations concerning the safety and quality. Laws associated with pollution are gone also stricter as the firms have to legally obliged with policies for releasing low emissions (Robinson, et al., 2019).

[bookmark: _Toc45219860]Poster Five Analysis 
Poster Five Analysis contributes in analysing the internal and external forces which impact the profitability and growth of the firms in the car manufacturing industry. The impact of new entries is rather weak on the firms as it is challenging to enter the industry because of the requirement for high investment (Yin, et al., 2018). However, there is a risk of quality and innovation which create high competition for small firms. Suppliers’ power for bargaining is also low as there are small size firms mostly and these suppliers have to comply with the rules of these firms (Law, 2017). However, in terms of buyers, the bargaining power is moderately strong in the industry. Large numbers of consumers are claiming for the production of car products at low prices. Furthermore, these consumers have the power to bargain for low prices which has a negative effect on the firms’ revenue (Meckling and Nahm, 2019). 
On the other hand, the substitutes’ threat is also weak for the firms in the industry. Although there are public transports such as trains, buses, etc. which offer low cost services, the comfort, convenience, and accessibility of the cars can still not be competed (Robinson, et al., 2019). Due to this reason, manufacturing are benefitting from every opportunity for satisfying customers. The last element of poster five is rivalry with the competitors which is seemed to be highly strong (Laszlo and Zhexembayeva, 2017). The car manufacturing industry contains different manufacturing firms which are extensively competing against each other by manufacturing innovative cars to gain high customer base. This competition has become a challenge for the firms (Law, 2017). 

[bookmark: _Toc45219861]Conclusion 
It can be concluded that car manufacturing industry plays a very important role in the economy of the country. Due to high competition and changing trends, the industry is being transformed continuously to align with the customers’ expectations and demands. However, it is necessary that the manufacturing firms in this industry assess their internal and external environment so that opportunities which can benefit the business can be identified. Moreover, analysing the market also helps in determining potential challenges which can impact the business firms in terms of growth and profitability. 
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