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Introduction
There are numerous factors that influence a business. The business environment has a detrimental influence on business as if directly impacts both the internal and external elements of the business (Worthington, Britton and Thompson, 2018). This report explains how various external factors such as political, economic, social, technological, environmental and legal factors influence the overall operation and decision-making of a business. This report also examines the internal and microenvironment of the business that creates opportunities and challenges. In the end, it critically evaluates how a company can position itself in the market to attain competitive advantage. 


[bookmark: _Toc59748476]Part A
[bookmark: _Toc59748477]Business Environment
The business environment can be identified as the collection of internal and external factors that affect the organization. Environment plays a detrimental role in shaping a business and its overall functions. Every business must critically evaluate the environment and then formulate strategies accordingly regardless of business size and type (Önören, Arar and Yurdakul, 2017). PESTEL analysis is a useful tool in identifying the business environment and evaluate the impact of different factors that shape a business.  
[bookmark: _Toc59748478]PESTEL Analysis 
Political
Political factors have a direct impact on the profitability of the automobile industry as the government decides all the rules and regulations as well as detriments taxes. The automobile industry was doing well until the Brexit situation. UK government’s inability to reach terms with the European Union has resulted in many companies shifting their operation to other European countries to avoid trade complications (Ishchy, 2018). In addition, the pound has dropped value against the Euro. That will increase the price of the vehicle. Companies like Nissan will face a more difficult situation as they operate from the UK to serve the entire European Union. 
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Economical 
The sale in automobile industry largely depends on the economic condition. The economy of the UK has been affected because of Brexit. Economists predict that it will reduce the per-capita income of the UK (Ortega-Argilés, 2019). In addition, EK will no longer have free trade deals with the European countries. That means the companies will have to pay additional tax and tariffs to conduct business in other countries. This affects companies like Nissan in many ways as these will create difficulties for them to conduct business. The outbreak of Covid-19 has significantly reduced the income of people. The demand for luxury items has fallen drastically. It would take a while to recover from this situation. 
Social 
The market is deeply influenced by socio-cultural forces. Several factors influence the choice of the vehicle including size, style, engine type, utility, and comfort. The market was already in trouble and the coronavirus situation has dropped the sale more than 40% compared to the last year (McDermott, 2020). However, the last quarter sale witnessed a rise as the lockdown situation eases and people have been buying a personal vehicle to avoid public transport. Such a scenario helps companies like Nissan who sells cars suitable for UK people as their product line offers a wide range of vehicles including passenger cars with a hatchback, electric vehicle, crossovers and SUVs. 
Technological 
Technology and innovation add a new dimension in the automobile industry. It gives a competitive edge over the competitors. That is why companies invest a large amount of money in innovation (Campbell, 2020). For instance, Tesla has invested in making world-class electronic vehicles and have been able to grab the market within a very short period. Companies like Toyota and Hyundai have been investing in reducing carbon emission build environment-friendly automobiles. This creates an opportunity for companies like Nissan who provides finesse in their vehicles and have diverse offerings in terms of electronic cars, SUVs and sports cars. 
Environmental 
Environment friendliness has become a major issue in the automobile industry as the government all around the world have started emphasizing on preserving the environment. The pollution laws have become stricter and in some places in the UK and the UK, vehicles are allowed if they pass the pollution test (Lamppn and Lago-Peeas, 2016). Also, vehicles with lower emission are favoured by the law as they enjoy tax subsidies. This favours companies like Nissan who have initiate green Program in solving environmental issues and attaining sustainable development goals. 
Legal 
Law affects the operation and profitability in the automobile industry. Companies which sells in the international market have to comply with vehicle safety and quality. They also have to oblige pollution laws. Failing to comply can result in bad consequences. For instance, Toyota had to recall a large number of vehicles because of a fault in its airbags (BBC, 2020). The government have put stricter laws to ensure passenger safety. This affects companies like Nissan as they have a significant market in the European Union and they have complied with all the regulations to conduct business. 
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SWOT analysis is a good tool to analyse the internal and macro-environmental factor. A SWOT analysis is performed below – 
Strength 
The existing vehicle manufacturers have invested a large amount in the research and development function and are constantly searching to improve different aspects including safety, quality, mileage, comfort, and technology (McDermott, 2020). It is tough for a newcomer to match that level. Additionally, customers prefer to stick to established brands. For example, a new buyer would opt for Nissan as it is already established in the market and have earned goodwill.  
Weakness 
Deloitte’s recent research estimates that the size of the automobile industry would shrink by 25% of the current level. As the products cost more and the sale is dependent on economic condition, manufacturers cannot do much if the economy is not in favour. Moreover, governments are getting stricter in terms of rules and regulations. All these influences the industry. 
Opportunity 
According to WU, YAMAMOTO and KITAMURA (2018), almost 9 in 10 car users in the UK prefers to own a car as it matches with their lifestyle, about 94% of them implying they like the freedom and independence a car offers. That indicates the future demand in this industry. However, the preferences in shifting and consumers now look beyond utility. Car companies like Nissan have added variety in their product line and started offering electronic cars, SUVs, sports cars, passenger cars and LCVS. 
Threat 
KPMG’s research (2020) suggests that 15% of all the new cars will be battery or electric. Big companies are yet to figure out the best technologies and this creates a window of opportunity for the small car manufacturers. For example, Tesla has significantly improved their vehicles and grabbed customer attention with their cars. 
[bookmark: _Toc59748480]Changes in the Industry and Reasons
A successful automobile industry drives trade, productivity and jobs. The UK automobile industry has fallen to its lowest in recent years. In 2019, car production fell more than 14% (Owens, 2020). Various factors are responsible for it including decreased demand both in the home and overseas market, the shift in consumer preference, factory shut-downs, strict rules and regulations, increased expenses, bad economic condition, and changes in the trade rules because of Brexit. 
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All these factors are influencing the demand and production in the market. The coronavirus outbreak has added to this dilemma as it has shrunk the income of the people. The demand for luxury items has decreased significantly. Growing consciousness among the customers also affecting the change. People now prefer a vehicle which does not affect the environment. Increased demand for electronic cars is proof of it. The manufacturers have to consider the changing scenario and adapt to the changes to sustain in the new environment. 
[bookmark: _Toc59748481]

Part B
[bookmark: _Toc59748482]Opportunities and Challenges 
UK automobile industry is continuing a turbulent time of late. Various factors create an adverse situation. However, there is a glimmer of hope as the economy is recovering and the demand is increasing. The opportunities and challenges in this sector are explained through Porter’s Five Forces Model- 
[bookmark: _Toc59748483]Porter’s Five Forces Analysis 		
1. Industry Rivalry: The industry rivalry in this industry is very high. A significant number of companies compete in this industry and they are bringing in innovation and technology (Dowson, 2018). Additionally, they have a product line that serves different needs of the customers. For example, Nissan sells passenger cars, electric vehicle, crossovers and sports cars to serve different needs of the customers. 
2. Threat of Entry: The threat of new entry is pretty low in this industry as this requires huge investment and big plays have already established in the market. Additionally, the customers tend to stick to the established manufacturers. In addition, government policy and taxation will create difficulties and create hindrance for the new entrance (Lamppn and Lago-Peeas, 2016). 
[bookmark: _Toc59749184]Figure 4 Porter's Five Forces Model (Ali, 2019)

3. Bargaining Power of Suppliers: Companies need to meet distribution requirements to efficiently serve the market. In addition, this industry requires a lot of material. All these increase the bargaining power of the suppliers. Moreover, failing to meet the material requirements can enhance the production cost. That is why suppliers tend to have an upper hand over the manufacturers in this industry. 
4. Bargaining Power of Customers: Buyers have high bargaining power because of the presence of an abundance of options. A lot of factors affect consumer buyer decision in this industry. Various companies offer various utility and that influences them to buy the product. In addition, buyers conduct plenty of research before purchasing a vehicle (Pradhan, 2019). That is why buyers are generally informed of all the attributes and that enhances the bargaining power of the customers. 
5. Threat of Substitutes: Threat of substitution is high in this industry. People can find an alternative medium of transportation. Rather than buying the vehicle, people can take the bus or metro or train. Additionally, they can opt for taxi services or take side sharing app like Uber. As the cost of purchasing a vehicle is a lot, people can find alternatives in such away. 
[bookmark: _Toc59748484]Ways to Gain Competitive Advantage 
Competitive advantage can be attributed as uniqueness that grabs the customer and gives an edge over the competitors. A competitive advantage allows a company to render goods or services at a low cost or allows them to produce high-quality products. It is crucial for a company to attain competitive advantage as it helps to create a distinct spot in the market and helps them to develop the business (Sanchez and Heene, 2018). Firms can attain competitive advantage through formulating Porter’s Generic Strategies. 
[bookmark: _Toc59748485]Porter’s Generic Strategies 
Cost Leadership: There are two ways a cost leadership strategy works. Either company increase profit by reducing cost or increases market share by charging a lower price. Cost leadership can be a very good strategy for a company in the automobile industry. A company can reduce the price to increase the sale to grab a bigger market share or produce at a lower cost to enhance profit (Tomé, 2017). However, charging less might not increase the market share altogether as consumers tend to prefer the utility. Moreover, to reduce price companies may not ensure quality. That would be a big downside as the consumers will not settle with a low-quality vehicle. 
Differentiation: In a differentiation strategy companies provide products or services that are unique and grabs the attraction of the customers with its distinct quality. Differentiation can make a company stand out than its competitors (Tay, 2016). Companies can differentiate in terms of product features, quality, safety, mileage, or after-sale service. For instance, Tesla has differentiated itself by making an electric-powered vehicle. Volvo’s distinct feature is safety, Mercedes features luxury, BMW differentiates through world-class engineering. However, differentiation would only work if that serves the need of the customers. The manufacturers have to differentiate themselves to best meet the requirements of the customers to grab the market.  
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Cost Focus: Cost focus strategy targets a particular niche who would prefer low-cost products and provides them with the same. Focusing on this strategy could help to grab a particular niche and if companies can formulate proper strategies, it can help them to grow revenue. The market has a demand for low-cost vehicles. If a company can provide a low-cost vehicle and can ensure good quality, they will be able to grab the market. However, the demand is constantly changing and considering all the factors, it is difficult to manufacture a quality vehicle at a low cost (Sivakumar and Jayshree, 2016). Moreover, if a company positions itself as a low-cost manufacturer, they will have difficulty to change it. 
Differentiation Focus: In such a strategy the company selects a particular niche and accordingly serves that niche through meeting specific requirements of that niche. Differentiation niche can help a company determine its customers and manufacture according to their strength. For instance, Lamborghini serves considering differentiation focus (Prasad, 2017). However, differentiation focus has its downside as they always capture a small portion of the market. In addition, the UK does not have a different niche that can help a company to make significant revenue. 
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The business environment enables an organization to comprehend what factors will affect the business as well as provides an understanding of competitor’s strategies and actions. The automobile industry in the UK has been affected by a plethora of factors and evidently, companies will have to formulate new strategies to sustain in the environment. That is why is it crucial that firms properly evaluate the environment and figure out its competitive advantage. 
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