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This essay highlights the major forces that are relatively shaping the business environment of the car manufacturing industry. The essay shows the changing era of the car industry over the last few years. It discusses the latest trends in the automobile industry.  It examines the major challenges faced by the car manufacturing industry and the opportunities available to the car industry. This essay examines the PESTEL analysis and SWOT analysis of the car manufacturing industry.  The essay also shows the strategies through which the car industry can sustain a competitive advantage. 

1. [bookmark: _Toc57035784]Major forces shaping the business environment of the car manufacturing industry
The re-emergence of fundamentals is allowing the car industry to effectively use production capacity for generating profits at lower volumes. A shift in customer demand is the major factor behind stronger growth prospects. There are several uncertainties about alternative powertrains like fuel cells, hybrids, and electric vehicles that are shaping the business environment of the car industry. An interconnected supply chain may force the industry to prepare in advance for the global disruptions (Olavarría Múgica, 2018). By producing higher quality vehicles, the car manufacturing industry can generate profits and remain competitive. Increased competition, cost stability, and stiffening legislation are driving the environment of the car manufacturing industry. New ways of developing vehicles are being adopted by the car industry to maintain long-term competitiveness. The growth of electric cars is a major force that is driven by environmental factors. The popularity of environmental-friendly electric cars is increasing. Staying competitive in terms of customer service, employee knowledge, and higher quality is the major challenge that is faced by automobile firms. 
Changing era of the car industry
Over the last few years, the automobile industry has relatively changed the manufacturing of cars. There are several advancements and improvements seen in the car industry. Earlier the navigation system in vehicles was the luxury option but now it major of vehicles have come up with a standard touch screen navigation system. Now cars that are manufactured have accident avoidance features like alert sensors, blind-spot recognition, and collision warning. Fuel efficiency, electric or hybrid cars are among the topmost priority for car manufacturing industries (Modiri and Olsson, 2020). Now car manufacturing industry manufactures vehicles with some awesome features like a headset, camera, TV, night vision, and steering wheel gearshift paddles. Earlier cars were mainly powered by stream engines but now the automobile industry is putting effort to adopt electric vehicles for reducing environmental impact. 
Trends in the car industry
A survey of the car manufacturing industry shows that technology plays important role in shaping the future of the automotive industry. New technologies like artificial intelligence, big data or analytics, the internet of things, and blockchain are being adopted by car manufacturing industries at an unprecedented scale. Following are the major trends in the car industry: 
Autonomous vehicles: The self-driving vehicle is the major trend in the car industry that aims to reduce human drivers. Autonomous vehicles are expanding the scope of last-mile delivery, making safe the use of public transportation, and reducing downtime (Hagman and Lindh, 2019). Self-driving vehicles are relatively equipped with advanced technologies like AI-enhanced computer vision for identifying obstacles in the route that reduces accidents caused to negligence and fatigue of drivers. Infrastructure is the major factor behind the development of autonomous vehicles.
Connectivity: Nowadays, vehicles are coming with digital identify that differentiate the car industry from others. This helps in easily tracking the vehicular data for several uses like insurance, predictive maintenance, fleet management, and driver safety. With the sharing of vehicular data, the entire mobility ecosystem can be overhauled (Nguyen et al., 2018). 
Electrification: Electronic vehicle is the emerging trend in the automotive industry that reduces the harm caused by fossil fuels on the environment (Hall and Lutsey, 2017). Several issues like a poor battery, higher price, inadequate charging stations, and fleet electrification related to electrification are tacked by the car manufacturing industry for greater adoption. 
Shared mobility: With the connected device, new car models have come up with the features of shared mobility. Through this, new requirements of vehicles in city or business are met without any additional addition of new vehicles that also leads to reduced waiting time for fleets as well as pollution caused due to diesel or petrol vehicles. 
Artificial intelligence: The major artificial technologies like machine learning and computer vision are being adopted by the car industry. This trend in the car manufacturing industry assists drivers in improving safety, managing fleets, guiding self-driving cars, and improving vehicle services like insurance and inspection (Lin et al., 207). Through AI, the car industry can reduce costs and accelerate the production rate. 
2. [bookmark: _Toc57035785]A critical assessment of the opportunities and threats of the car industry
The major challenges that are being faced by car manufacturing industries are fuel economy, safety, affordability, and gas emission. There is greater competitive pressure on performance, quality, and cost of manufacturing cars. During the entire lifecycle, greenhouse gas emissions are being produced by vehicles that have a greater impact on the environment. With the introduction of new regulations regarding the safety of crash improvement, the steel industry is encouraged to develop steel with greater strength (Faisal, 2019). The introduction of connected technologies is also the major challenge that is being faced by the automobile industry (Morris et al., 2018). An emission cap is introduced by the regulatory authority that needs to be followed by carmakers. Car manufacturing industries have a greater opportunity to establish manufacturing facilities in Russia, Brazil, South Africa, India, and China. The automobile industry can form a strategic alliance or partnership to differentiate offerings. The car industry can also increase the rate of innovation by adopting electrified, shared, and connected trends in the automobile sector. 
PESTEL analysis of car manufacturing industry
Political factors: Political factors like labor relation laws, environmental laws, trade restrictions, tariffs, and political stability are the major factors that affect the car manufacturing industry. Political factors have a greater impact on the profits of the automotive sector. The government is favoring the production of low emission vehicles. The tax rate on fuel guzzlers and luxury vehicles is increasing (Toude Bahambari and Soufi, 2019). Government subsidy is being provided to the car manufacturing industry that produces low emission vehicles. The greater opportunity available to the car industry is the support of the government for producing electronic vehicles to reduce environmental impact. Import taxes and rules are the major threats that may affect the automotive industry. 
Economic factors: Economic factors like population unemployment, interest rate, inflation, economic growth, and foreign exchange rate have a greater impact on the car manufacturing industry. The car industry can sell more cars when the economic condition is good that is the greater opportunity available to the automotive sector. High taxes on the high priced vehicles are the greater threats that the car industry faces. The car manufacturing industry can be hardly hit by the economic crisis. 
Social factors: This factor includes population growth rate, taste, fashion, car culture, and environment, and health consciousness. Today environment-friendly vehicles are preferred by customers. Due to socio-cultural trends and customer preference, the automobile industry is deeply affected. Every year a new model is released by the car industry keeping the customer preferences. For instance, the demand for SUVs may be higher in some markets while in other markets there may be greater demand for Sedans (Rao, 2017). The car manufacturing industry needs to also keep in mind the age of various populations while targeting customers. Changing trends can pose a greater threat to the car manufacturing industry. Producing electronic cars due to the environment and health consciousness of customers can be a greater opportunity for the automobile industry. 
Technological factors: This factor is related to research or development of new products or upgrading existing models. This comprises automation production technologies. Innovation and technology are the major determinants of increasing market share in the automobile industry. For instance, a brand like Ford, Toyota, and Hyundai are investing sums in low emission or environment-friendly vehicles. Car manufacturing firms like Toyota are also planning to release driverless cars in the future. Technological innovation is the greater opportunity to the car manufacturing industry for differentiating with automotive makers and shifting their focus towards high mileage or fuel-efficient vehicles (Hagman and Lindh, 2019). 
Environmental factors: This factor is of utmost relevance due to environmental consciousness customers. The government has also accelerated the maximum acceptable carbon dioxide for cars to sell in the market. Car fuel consummation is highly taken into account by customers before purchasing cars (Giannetti et al., 2016). The laws related to carbon emission and environmental friendliness are intensely growing which can be a threat to the car manufacturing firms. Low emission or fuel consumption vehicles receive tax subsidies from the government that can be a greater opportunity available to the car industry. Now customers must go through pollution control or environment friendliness test since the government started focussing on pollution control. 
Legal factors: The automobile industry is highly regulated by the government. This forces the car manufacturing industry to effectively obey all the rules and laws being enacted and enforced by the government. Adhering to environmental, customer, health or safety and labor laws are the most important factors that affect the performance and profitability of vehicle brands. For instance, due to faulty airbags, Toyota has to recall the vehicles. Adhering to government regulations is a greater opportunity that can be accepted by the car manufacturing sector (Shatskaya et al., 2016). Tax and health or safety laws to passenger safety or operating in the international market are the greater threat that can affect the profitability of the car industry. 

SWOT analysis of car manufacturing industry
Strengths: The automobile industry mainly represents economic growth and freedom. This industry allows people to work, live, and travel unimaginably. With the introduction of electric cars, the car manufacturing industry is investing in R&D to use renewable energy sources like wind and solar (Hall and Lutsey, 2017). Car manufacturing industries are shifting their focus towards developing markets like India, China, or other nations due to stable economic conditions, changing lifestyles, and increasing disposable income of customers. Automobile brands like Chrysler, Volvo, and Tesla are manufacturing luxury commercial vehicles to meet the public needs of transportation. To manage shrinking margins, car manufacturing firms are building their manufacturing facilities in developing markets like India and China due to cheaper workforce. 
Weakness: The car manufacturing industry is relatively shifted from demand to supply market over some years. The growth rate of the Automobile industry is relatively in the hands of the government because of volatility in fuel prices, excise duty, and reduced validity of registration period. All these factors have a greater effect on the growth of the car manufacturing industry (Geldmacher and Plesea, 2016). 
Opportunities: Automobile industries have greater opportunity to introduce fuel-efficient vehicles. By making strategic alliances, partnerships, and using specialized capabilities, the automobile industry can differentiate itself from other firms. The major forces that are rolling the car manufacturing industry are a regulatory requirement of data or information, a shift in customer demand, and expanded regulatory requirements. Automobile firms have greater opportunities to enter into new markets like Africa and Asia.
Threats: There are several players in the car manufacturing industry that provide extensive completion to one other. There is greater fluctuation or volatility in the fuel prices that have a greater impact on the growth of car manufacturing firms (Giannetti et al., 2016). Recession, economic growth, and unemployment are the major factors that may daunt the car manufacturing industry for a long period. The automobile industry needs to shift its focus towards investment in R&D to meet customers' demands. 
Competitive benefit for the car industry
The automobile industry is remarkable in several aspects. Billions of jobs are mainly created in the automobile sector. Competitive advantage majorly shows the ability of a firm to produce products and services at low cost with better quality as compared to rivals. The car manufacturing industry mainly struggles to compete with rivals. Due to environmental sustainability and current economic conditions, the car industry needs to come up with new competitive strategies (Rao, 2017). The major factors that can help the car manufacturing industry to position itself for getting a competitive advantage are cost, quality, brand, innovation, service, and convenience. To compete with market giants, the car industry can adopt a cost leadership and differentiation strategy. This cost leadership strategy is associated with keeping the cost low to target a wide market segment. The automobile industry can also focus on continuous development and improvement of vehicles based on customer preferences. Based on quality and design, the car industry can differentiate vehicles from other vehicle brands and sustain a competitive edge. A well-managed distribution and supply chain can provide a competitive benefit to the car industry. Brand equity or image can have a greater impact on sales and profitability of the car industry (Bayraktar et al., 2017). The brand image of the car manufacturing industry can be connected to the stylish vehicle of technology catering to a different customer segment with varying tastes. 





[bookmark: _Toc57035786]Conclusion
Thus it can be concluded from the essay that increased competition, cost stability, and stiffening legislation is driving the business environment of the car manufacturing industry.  The essay showed the changing era of the car industry over the last few years. It has discussed the latest trends like electrification, shared mobility, connectivity, autonomous driving, artificial intelligence, big data or analytics, the internet of things, and blockchain in the automobile industry.  It examined the major challenges faced by the car manufacturing industry and the opportunities available to the car industry. This essay has examined the PESTEL analysis and SWOT analysis of the car manufacturing industry.  The essay showed that cost leadership and differentiation strategies can help the car manufacturing industry to sustain a competitive advantage. 


[bookmark: _Toc57035787]References

Faisal, A., Kamruzzaman, M., Yigitcanlar, T., and Currie, G., 2019. Understanding autonomous vehicles. Journal of transport and land use, 12(1), pp.45-72.
Giannetti, R., Risso, L., and Cinquini, L., 2016. Managing costs by business model: issues emerging from the case of E-Car. Measuring Business Excellence.
Hagman, O., and Lindh, J., 2019. How autonomous cars can affect car industry-Implications for user experience and competition (Master's thesis).
Hagman, O., and Lindh, J., 2019. How autonomous cars can affect car industry-Implications for user experience and competition (Master's thesis).
Hall, D., and Lutsey, N., 2017. Emerging best practices for electric vehicle charging infrastructure. The International Council on Clean Transportation (ICCT): Washington, DC, USA, p.54.
Modiri, Y., and Olsson, O., 2020. The Dawn of a New Era: A Case Study of an Incumbent Car Manufacturer’s Transition to Electric Cars.
Morris, D., Madzudzo, G., and Garcia-Perez, A., 2018. Cybersecurity and the auto industry: the growing challenges presented by connected cars. International journal of automotive technology and management, 18(2), pp.105-118.
Nguyen, H.C., Amorim, R., Wigard, J., Kovács, I.Z., Sørensen, T.B., and Mogensen, P.E., 2018. How to ensure reliable connectivity for aerial vehicles over cellular networks. Ieee Access, 6, pp.12304-12317.
Rao, R.S., 2017. A Review on Competitive Structure of Automobile Industry. Asian Journal of Applied Science and Technology, 1(9), pp.175-185.
Shatskaya, E., Samarina, M., and Nekhorosheva, K., 2016. PESTEL analysis is a tool of strategic analysis in international markets. SCOPE ACADEMIC HOUSE B&M PUBLISHING, p.47.
Toude Bahambari, R., and Soufi, M., 2019. Investigating the Moderating Role of Competitive Strategies on the Impact of Supply Chain Integration on the Financial and Operational Performance (Case Study: The car manufacturing industry in IRAN. Iranian Journal of Optimization, 11(2), pp.137-147.
Bayraktar, C.A., Hancerliogullari, G., Cetinguc, B., and Calisir, F., 2017. Competitive strategies, innovation, and firm performance: an empirical study in a developing economy environment. Technology Analysis & Strategic Management, 29(1), pp.38-52.
Geldmacher, W., and Plesea, D.A., 2016, September. SWOT analysis and evaluation of a driverless carsharing model. In European Conference on Innovation and Entrepreneurship (p. 921). Academic Conferences International Limited.
Lin, P., Abney, K., and Jenkins, R. eds., 2017. Robot ethics 2.0: From autonomous cars to artificial intelligence. Oxford University Press.
Olavarría Múgica, E., 2018. How Industry 4.0 can change the car manufacturing industry.
12

