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[bookmark: _Toc49873405]Introduction 
The car manufacturing industry is among the biggest industry of the world which also affected by the business environment. Both external and internal business environment shape the industry. Because of this reason, the car manufacturing industry must have to understand that understanding business environment effectively helps to develop an effective decision. This essay aims to understand the factors that shape the car manufacturing industry and how a firm can achieve a competitive advantage. To understand the industry different tools like PESTLE, SWOT, “Porter’s five force” and value chain analysis will be used. How a business can achieve competitive advantage will also be analysed here. 
















[bookmark: _Toc49873406]a. Major forces shaping the business environment of the car manufacturing industry 
For an industry to prosper it must have to understand the business environment effectively because it is related to effective decision making and in the same time it helps to meet with the needs and wants of the customers. Here different tools like PESTLE, SWOT, “Porter’s five force” and value chain analysis will be used to understand the business environment of the car manufacturing industry. 
PESTLE analysis. The tool or framework which can be used to understand the micro-environmental factor that can affect an industry decision making and performance is PESTLE (Fernando, 2011). This is an important marketing tool which helps to understand the external environmental factor which a business cannot control. There are six factors which are analysed here. Those are political factors, economic factors, social factors, technological factors, legal factors and environmental factors. 
The political factors which are affecting the car manufacturing industry include safety regulation imposed by the government because of COVID-19 pandemic, US-China trade war, emissions policy and Brexit which increase the problem for the car manufacturer of the UK (Achinas, Horjus, Achinas and Euverink, 2019). Government subsidy for saving environment encourages to make the electric car.     
The economic factor which is affecting the industry includes reducing income because of the pandemic, sales of the car are also reduced, and disposable income of people is reducing. This year will be the worst year for the industry because in the last few years the industry made huge growth. 
The social factor is not in favour of the industry because the preference of the people changed because of events like Coronavirus and Brexit. People now want to save money for the future and this is not good for the industry especially for luxury car seller. 
In term of technology, the car manufacturing industry is more advanced than most of the industry. Companies like Tesla and Toyota trying to introduce an electric car in the market so that environment can be saved. Toyota is also trying to launch the driverless car in the market. 
Legal factors become adverse for the UK car manufacturer and the other countries also because of new rules for Brexit, safety regulation etc. Most of the countries are now concern about the environment and imposed different law to save the environment like the carbon emission law (Sharma, 2017).
SWOT analysis. SWOT analysis is a tool which an organisation can use to understand its competitive position (Shaikh, 2015). This is the only tool available which enable an organisation to assess both internal and external environment at the same time. Its stands for “strengths, weaknesses, opportunities and threats”
The strengths of the industry includes: it is an evolving industry which is using advance technology, continuous product improvement by innovation, increase in growth in the Asian market, an increase of demands, big firms with huge capabilities and opportunity to manufacture the product at low cost. The weaknesses of the industry include car cancelled because of low quality or safety measures, the customer bargaining power and low overall growth rate of the industry.  
The opportunities which are available for the industry include: launching the fuel-efficient product in the market, electric car, and strategic alliance with other companies, increasing demand of the customers, market expansion and OEM priorities. The main threat for the industry is the impact of COVID-19 and it hit the industrial production and at the same time revenue (Anggraini, 2020). Other threats include intense competition in the industry, fuel price volatility, and economic slowdown because of the pandemic and high fixed cost. 
“Porter’s five forces”, this is among the most effective tool to understand competitive rivalry in an industry. This tool was introduced by “Michael E. Porter” in 1979. There are five forces in this tool which can be used by an organisation to understand the competitive position of the industry. 
Competitive rivalry in the car manufacturing industry is very high because of the existence of big companies like Toyota, Audi etc. Each of the companies has the potential to attract other company customers. New entry threat for the industry is medium because a huge amount of capital is required to enter into the industry and also advance technology is required. The threat of substitution for the industry product is low (DENG and MA, 2019). Some product which can substitute car includes a bicycle, bus, and train. But the car is the most popular form of transportation. Supplier bargaining power is low because the car manufacturer has the opportunity to switch supplier. Customers bargaining power is high because the customers can switch the brand easily as many big companies are offering similar products.      
 
Figure: Porter’s five forces
Source: (DENG and MA, 2019)
Porter value chain analysis, this model was developed by “Michael E. Porter” and introduced in 1985. This helps to understand the activities which a business conducts to create value for its customers (Worthington, Britton and Thompson, 2018). Creating value for customers is important for an organisation to achieve success. The activities are divide into primary and supporting activity. 
Primary activities for a company in the car manufacturing industry include inbound logistics which manage raw material and warehousing. The operation performs the duty of machining, product testing and assembling. The task of outbound logistics of a car manufacturer includes warehousing and distributing the product to the customers (Nauhria, Kulkarni and Pandey, 2017). Marketing and sales activity of a company conduct the task of advertising, promoting and pricing and service ensure the repair of the product. 
The supporting activity for a manufacturing company includes procurement which conducts the task of raw material purchase for the company, machine purpose and supplies collection. For an automobile company technology development is important because without this a business might lose its competitive advantage. HRM is also important for an organisation to ensure that the business achieves its objectives. Firm structure determines how a business will be managed. 
[bookmark: _Toc49873407]Changes in the industry in the last few years 
In the last few years, the car manufacturing industry changed a lot. The companies are trying to introduce an electric car in the market and trying very hard to reduce dependency on the fuel operated car. This innovation is been done by the companies to save the environment from pollution. The focus of the companies has been shifted to the user. Now the companies are innovating product which the customers want and for that customer preference is getting more priority. Because of the different incident, the companies which produce its product in China are now trying to shift to other countries (Fernando, 2011). The fixed cost of the companies is increased and most of the companies introduced a cost-effective measure to achieve competitive advantage. The global automotive market changes a lot after the 2008 economic recession. Growth in the Asian market is more than any other market. This year car manufacturer is seeing is a huge downturn I term of car sales and production because of COVID-19 pandemic. These are some of the changes which the car manufacturer experienced in the last few years. 













[bookmark: _Toc49873408]b. Opportunities and challenges for the car manufacturer
After analysing the external and internal business environment of the car manufacturing industry it can be seen that there are different opportunities and challenges for the industry. From the above analysis, it can be seen that it will be beneficial for the companies if it can launch an electric car in the market and ensure fuel efficiency (Shaikh, 2015). Developing strategic alliances with a suitable company will enable a business to share risk and thus the possibility of achieving success will also be increased. Because of the changing lifestyle of the customer the demand for cars is increasing. The market in different Asian and BRICS nation is expanding very fast. Technological advancement is another opportunity for an organisation as this helps to innovative new product and service for the customers. 
Political, economic, social, legal and environmental factors are posing a challenge in this time of pandemic for the car manufacturers. Because of this pandemic, the sales of cars is reduced and production as well but increased and this has become the most important threat for the industry companies.  Intense competition is another threat for the industry companies because each can achieve competitive advantage (Joshi, 2019). Volatility in fuel price and government regulation in fuel price forced the companies to look for new possibilities. The sluggish economy in the UK and other countries as well made it difficult for the car manufacturer to survive because now the company have to product quality at a competitive price. Fixed cost increased and for this profit margin of the companies decreased. 
[bookmark: _Toc49873409]How a firm can achieve a competitive advantage
Achieving a competitive advantage for a car manufacturing industry is important to ensure sustainability. There are ways by following which a firm can ensure the competitive advantage of launching fuel-efficient and electric car will help a business to competitive advantage. Because this will help a business to attract customer as the customer wants a product which is good for the environment. In this time of pandemic achieving cost-effectiveness is perhaps the most effective way to achieve competitive advantage (Worthington, Britton and Thompson, 2018). The sales are decreased but the cost of production along with other cost increased. If a business can achieve cost-effectiveness, then it will also help the company to offer a high quality product at low cost. Porter’s cost leadership generic strategy can be used for this. This is important to attract customer as the focus of the customers has been changed over the years. 
In the car manufacturing industry competition is huge and for that offering discount can also help a firm to achieve a competitive advantage. The companies must have to look for the Asian market as this market is growing very fast. If a business can capture this market then it will help to increase the revenue of the business. Strategic alliance with other company can also be a good option to improve effectiveness and this will help in competition.  These are some of the ways which can be used by a firm to ensure competitive advantage. 




















[bookmark: _Toc49873410]Conclusion 
The business environment is not in favour of the car manufacturer. PESTEL analysis shows that most of the factors are adverse for the industry expect for the technological factors. There are some strengths and opportunities for the industry but at the same time, challenges are huge and needed to deal properly. Competition in the industry is intense and for that to survive in the industry business must have to achieve competitive advantage. Introducing electric car, achieving cost-effectiveness, strategic alliance and focus on customer demands can help an organisation to achieve competitive advantage.    
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Competitive Rivalry: High


Threat of New Entrants: Medium


Threats of Substitutes: Low


Bargaining Power of Customers: High


Bargaining Power of Suppliers: Low
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