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This report deals with the recognition of various major forces that are responsible for the shaping of a business environment on a global level. The case of car manufacturing industry has been considered in this report and various factors affecting it globally have been identified. Following this, the involvement of companies in international trade has been justified with the help of various beneficial factors that are available in the international market but not on a domestic level. Various tools have been utilised in order to facilitate this, and the competitive environment has been analyzed as well, with the help of Porter’s five forces. This report in particular also talks about how the car manufacturing industry has changed in the last few years.
[bookmark: _Toc56461032]Main Body
[bookmark: _Toc56461033]PESTLE analysis of car manufacturing industry
Political Factors
· Safety regulations have been enforced all across the world for the car manufacturing industry, which govern the manufacturing of cars (Cheng et al., 2016). These regulations make it mandatory for cars to have some safety features, which in turn makes it harder to carry out business in this sector.
· The government of UK and governments all across the world have imposed some laws and regulations in order to regulate car emissions. These regulations create obstacles for car manufacturing companies, therefore influencing global business (BBC, 2019).
Economic factors
· It is very well known that the average income per head is growing all across the world, especially in European and African countries. This implies that people now have more money to spend on luxurious things, like cars, which justifies the slow but sure growth of the car manufacturing company (Krishnamurthi, and Selvaraj, 2017).
Social factors
· The sociological norm of owning a car or more, acts in the favour of car manufacturing companies. Even though most of the people can fulfill their transportation needs with a bike or a bicycle, we tend to enjoy the social status that comes with owning a car (Leicht, Chtourou and Youssef, 2018).
Technological Factors
· The advancement of market towards Self-driving cars has affected the car manufacturing industry largely, and companies like Tesla are using this trend to their favour (Meckling and Nahm, 2018). However, this factor does not act as a good or a bad influence on the car manufacturing industry as a whole.
· Improved safety features like Airbags and Brake assist act as important factors supporting the growth of car manufacturing industry (Cheng et al., 2016).
Legal Factors
· Copyright issues have been noticed to affect the car manufacturing industry greatly as similarities in designs lead to conflicts between different companies.
Environmental Factors
· Governments and citizens all around the world have been concerned regarding carbon emissions that result from cars, which have generated a miniscule shift in the market towards electric cars (Gaudillat et al, 2017).
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Figure 1: Porter’s 5 force analysis
(Source: Investopedia, 2020)
	Factors
	Explanation
	Likelihood

	Threat of Entrants
	The initial investment required to enter the car manufacturing industry is very high, owing to the plant establishment costs, skilled labour costs and many others, which makes it hard for new brands to enter this sector (Bhasin, 2020).
	Low

	Bargaining power of suppliers
	There are plenty of suppliers in this field and they are mostly small players. They do not hold much power above brands like Ford, Toyota, and BMW, which makes this a weak force (Bhasin, 2020).
	Low

	Bargaining power of buyers
	Most of the buyers are small and individual powers and do not hold much power, but some impactful corporations and organisations buy fleets of vehicles and bargain for a lower price (Las Heras, 2018). Low switching cost further acts in their favour, which makes this force a moderately strong one.
	Moderate

	Threats of substitutes
	There are alternatives for cars including buses, bikes, and aeroplanes among others. However, the comfort of owning a car is very enticing, which makes this force weak (Vošta and Kocourek, 2017).
	Low

	Competitive rivalry
	There are alternatives for cars including buses, bikes, and aeroplanes among others. However, the comfort of owning a car is very enticing, which makes this force strong (Vošta and Kocourek, 2017).
	High



Table 1: Porter’s five forces analysis
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Porter’s diamond model is known to provide analytical framework to assess industrial competitiveness. When it is applied in the global car manufacturing industry, various factors have been identified and are stated as follows
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Figure 2: Porters diamond value network
(Source: Business-to-you, 2018)
Factor conditions include the abundance and quality of human resources, physical resources like power, land, water and other physical traits. Vlados (2019) stated that it consists of capital, market, scientific and technical knowledge being imparted in a country’s institutions. The demand conditions include the nature of buyers, size and growth rate of the markets and transferability of domestic demands into international demands. The related and supporting industries include the parts and services providers, which come under basic productions need. The firm strategy and structure discuss how, in developed nations the firms build upon the strengths provided by competitive advantage sources while they improve their less competitive features. As stated by Butt, Katuse, and Namada (2019), the government is a major player capable of influencing all other factors in the favour of the car manufacturing industries, in almost all countries across the world including the UK. Chances include the opportunities made available to a company which is not under their control, including wars, inventions, breakthroughs and economic crises. 
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As stated by Xu (2019), it is easier for automotive companies to engage in domestic trade, however, companies have been noticed to show major interest in international interest. This interest can be justified by the fact that international trade opens up a bigger customer base for companies, which can be leveraged into higher revenues and profits. As opined by Roelfsema, and Zhang (2018), the same commodities have been noticed to make greater benefits in international markets, when compared to domestic markets. De Loecker and Van Biesebroeck (2018) stated that this is because of the fact that domestic markets usually have more competitors in the industry, compelling companies to cut down their prices, capping their profits. Moreover, many countries invite international companies to carry business operations in their companies and avail benefits, which help businesses expand globally. According to Moore and Prichard (2020), this is another major factor, which enhances the scope of global trade by companies.
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The product life cycle can be utilised in order to show how the car manufacturing industry has changed in last few years. The shift in market has been noticed to affect the car manufacturing industry, which when explained by the product life cycle can be broken down into the following points
a. Introduction
Karl Benz introduced the car manufacturing industry in 1886 when he introduced the first modern car and patented the Motorwagen, Cars became widely available to the masses in the mid 1900s, when the 1908 Model T was launched by Ford Motor Company. Companies like Toyota and Hyundai followed up by introducing the car manufacturing industry (Bellis, 2018).
b. Growth
The concepts of Electric cars, self-driving cars and more fuel efficient cars has allowed the car manufacturing industry to grow and gauge new horizons economically and conceptually. As these concepts are normalized, new trends will emerge helping the industry to grow (Teece, 2018).
c. Maturity
Companies like Ford, Tata Motors, Hyundai, Toyota and other major market players have mastered the craft of providing value for money and have compelled the majority of society into owning cars, which has helped the car manufacturing market to mature (Teece, 2018). However, many companies have reached their peak and it is impossible for them to achieve greater market shares, owing to their limitations. Chen and Chou (2020) stated that these brands have extended their life cycle by enhancing their models with regular upgrades and redesigning and by utilizing circular economy. 
d. Decline
Many sectors within this industry have witnessed the end of their product life cycle and a major example of this is Diesel car industry. Owing to pollution concerns expressed by governments all across the world, governments all across the world have asked companies to discontinue the production of majority of diesel cars and their sales have fallen. Volkswagen is still non-compliant with some of its models (Mansouri, 2016)
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	Strength
	Weaknesses

	Leicht, Chtourou and Youssef, (2018) have stated that the car manufacturing industry is growing at a higher rate and is offering many benefits to its employees, and companies are addressing their declining profit margins. A high growth rate owing to innovations and advancements equates to more profits and better benefits for the people involved in the industry.
	The high competition between different brands has handed over so much power to the customers and they have the ability to influence the industry majorly. Excise duty, decreasing duration of registration validity and volatility in fuel prices add to weaknesses. The detrimental effects on nature also add to the weaknesses (Gaudillat et al, 2017).

	Opportunities
	Threats

	New markets in Asia, BRIC countries and Africa are experiencing growth, owing to improving economical conditions, which has created opportunities for market expansions. Companies can utilise the opportunities created by increasing standards of fuel-efficiency and safety features (Meckling and Nahm, 2018).
	As opined by Soosay et al., (2016), intense competition has allowed the car manufacturing industry to be heavily volatile, which, along with increasing car fuel prices adds to the threats faced by the industry. The sluggish economy of many markets also adds to the threats faced by the industry.



Table 2: SWOT analysis
Based on the SWOT analysis, it can be inferred that the car manufacturing industry can avail many opportunities.  These result from the innovations and technological advancements that are being made in the production technologies and the features of cars themselves. The self-driving cars are preferred by a niche of people, making it a viable opportunity for companies (Gaudillat et al, 2017). The recent shift towards electric cars and cars with advanced safety features further add to the opportunities made available to the industry under consideration. The car manufacturing industry is also facing challenges when it comes to a global level of operation (Meckling and Nahm, 2018). Governments all around the world are taking global warming seriously, owing to which various emission laws are being passed. This is creating problems for manufacturers that have been producing cars with backdated technologies. The sluggish economy of many major countries is also creating a major slowdown in the economics of the car manufacturing industry. This, when paired with the sustainability heavy mentality of younger generations is creating new challenges for the industry.

Figure 3: Total vehicles in the US
(Source: Tradingeconomics, 2020)
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Figure 4: Porters value chain analysis
(Source: Bhasin, 2020)
	Primary activities
	Explanation
	Secondary activities
	Explanation

	Inbound logistics
	First step of the production of cars, it involves the procurement of raw materials for production in plants. Suppliers are from all over the world, including US, Japan, UK, China and India among others (Chandra, Ghosh and Srivastava, 2016).
	Infrastructure
	This includes the organisational culture, structure and management among others. The better the infrastructure, the higher profits it makes.

	Operations
	This covers the production stage. It can be divided into multiple parts, starting from the production of the chassis to the packaging of the final product.
	Human resource management
	It is important to have skilled workers in car manufacturing industry and it is even more important to manage them wisely for the industry to thrive.

	Outbound logistics
	In this stage, the final product is delivered to the retailer from the production units, while some brands use their own showrooms (Chandra, Ghosh and Srivastava, 2016).
	Technology
	Technology is a very important aspect, as car-manufacturing industry itself is a major part of the technology industry. The key focus has been laid on passenger safety and emission control, which are influenced by technology.

	Marketing and sales
	This part includes the promotional activities and advertising of the products along with other actions like customer relationship management. It aims to present the product in front of customers to ensure sales.
	Procurement
	This is an important aspect as it deals with the procurement of raw materials. Effective procurement helps cut costs, which can benefit the car manufacturing country.

	Services
	The customers need assistance post sales and companies are more than happy to provide these services (Bhasin, 2020).
	
	



Table 3: Value Chain analysis
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Karl Benz introduced the car manufacturing industry with the introduction of the first modern car in 1886 with the arrival of Motorgwagen. Following this, various factors have influenced the car manufacturing industry, owing to which it is standing where it is right now. The factors that have influenced this change include the change in preference of people, the technological advancements and laws passed by governments and many others. Today, the market in which car-manufacturing industry is involved has become a very profitable one and to understand this shift, various models have been utilised in regards to the global car manufacturing industry.
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