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Introduction
The business environment is termed to as the internal and the external forces that impact the operations and performance form a business. A macro environment is a condition that is existence in an economy as a whole while the microenvironment refers to the immediate operating environment for an organisation. The internal environment is the forces within an organisation that impacts its decisions and operations. The car industry is composed of firms that design, manufacture, produce, and sell vehicles. The history for the industry dates back in 1860, with a massive expansion in the sector being witnessed across the years. Some of the individual firms in the sector include Volkswagen, Ford, General Motors, Ford, Daimler AG, and Toyota Corporation. The industry remains one of the most successful sectors around the world. The industry success is linked to a large global market, changes in customer preferences, and the advancements in technology among others. Individual players in the sector implement business and marketing strategies that can give them a competitive edge over their rivals. In the past four months, car sales have negatively been impacted by the COVID-19 pandemic. According to ACEA, the total EU car sales are expected to decline by 25% in 2020. Companies need to analyse the business environment for an industry in that it affects their short-term and long-term goals and decisions. Knowledge of the business environment can also help organisational leadership in the automobile sector to ensure that firms are capable of keeping up with changes in technology. The focus of this paper is on the business environment for the car industry, with the main sections to be covered including forces shaping the sector’s business environment and opportunities and challenges that arise from the analysed forces. 
Part A: Forces shaping the business environment
PESTLE Analysis 
· Political factors: The car sector is directly and indirectly impacted by the political forces. Political stability creates an environment that the industry can thrive effectively. Governments around the world have implemented emission policies that the individual players in the car industry have to adhere to (Bush). Governments are in favor of the low emission vehicles, and this is attributed to their low environmental pollution impacts. Other than the environmental regulations, the industry also has to abide by the market and government rules that are in place in various countries globally. 
· Economic factors: The growth in the global economy results in a significant improvement in disposable income per household, and this translates to an increase in the number of consumers that are willing to purchase vehicles. However, stagnation in the global economy, as witnessed in the past few months, due to the Coronavirus, negatively affects the sales that are generated by the car industry. 
· Socio-cultural factors: Changes in customer preferences and lifestyles also have a direct impact on the car sector. Some customers will go for high-end cars while others prefer the normal cars that are available in the market. Social trends such as the preference of using public transport over owning cars also directly impact the total sales that are generated by the vehicle makers. 
· Technological factors: Advancements in technology affects the quality of vehicles produced by the industry as well as how they are distributed to the consumers (Olson and Vest 45). The rise in the popularity of electric vehicles is directly linked to the changes in technology that has been witnessed in the sector in the last ten years (Bush). The self-driving technology embraced by Tesla Company is also evidence of the impacts that technology has on the car industry. Vehicle makers are also relying on new technologies for improving the safety of the cars that they manufacture. 
· Legal factors: The car industry adheres to the market, environmental and governmental regulations that are in place. The pollution laws, for instance, apply to the industry, and individual players have to put in place measures that lower their carbon emission rates. The industry also abides by the copyright laws, competition laws, and the government regulations applicable in various countries globally. 
· Environmental factors: Climate change and issues of global warming have forced policymakers to implement various environmental regulations. The car industry has in the last decade been at the forefront of the implementation of strategies aimed at cutting down on the carbon emission rates (Pratap). In the recent past, the pollution tests in countries such as the US, the UK, and Canada have become stricter, and only cars that pass these tests are allowed in the markets. The shift to hybrid and electric vehicles is a clear indication of the industry’s desire to reduce its pollution effects. 


SWOT Analysis 
	Strengths 
· The rise in the demand for luxury commercial vehicles is one of the strengths for the industry. 
· The investment in Research and Development has allowed for the industry to improve its production capabilities.
· Investment in product innovation and new technologies allows for the industry to produce high-quality products.
· The rise in the demand for the Value for Money (VFM) is another major strength for the automobile sector. 
	Weaknesses
· The recalling of vehicles is one of the weaknesses that is associated with the car industry. 
· High production costs negatively affect the ability of some of the individual players in the industry to meet their financial goals (Bhasin). 
· The bargaining power of the customers puts the industry in a position where it has to occasionally yield into customers’ desires and demands. 

	Opportunities 
· The emerging markets around the world offers the industry an opportunity that it can explore in the bolstering of its sales and overall financial performance (Bhasin).
· Strategic alliances also offer the industry with an expansionary opportunity that can translate to the strengthening of its productivity. 
· The changes in the customers’ lifestyles and preferences is an opportunity that the industry needs to continue exploring in its quest for the strengthening of its revenue generation. 
	Threats 
· The volatility in the fuel price is a threat that negatively affects the revenues that are generated by the industry. 
· Intense competition in the sector due to the presence of several players is another major threat that the automotive industry faces (Bhasin). 
· Stagnation in the global economy due to the COVID-19 pandemic has negatively affected the overall financial performance for the sector. 


Changes in the Industry in the Past Few Years
The automobile industry had in the past five years reported various changes. One of the changes that have been witnessed is the rise in the popularity of electric vehicles. With the advancements in the levels of technology, carmakers such as Volkswagen and Tesla have focused their attention on the production of electric vehicles. Other than the electric cars, diversification within the industry has been on the rise and this is directly linked to the changes in technology. Self-drive technology is a product of new technologies and is expected to result in an improvement in product sales for the sector. By 2030, the industry will have invested in autonomous vehicles and this will provide customers with a range of choices when it comes to the purchase of vehicles. Another change that has in the past few years been witnessed within the car industry is the focus on online marketing strategies. Currently, most of the players in the industry are dependent on e-marketing strategies such as website and social media marketing and this has proven instrumental in terms of bolstering the revenues that are generated by the companies. Changes in the sector have also been witnessed in the supply chain management systems. The inclusion of the lead time in the inventory systems for the individual players in the industry has been critical in the cutting down of the costs of production associated with the supply chain system (Thanopoulos 23). Consequently, this has translated to an enhancement in the production capacity for the players as well as their sales. In the past few months, the global auto sales have been on the decline, and this is because of the COVID-19 pandemic. According to Wayland, the total global motor vehicle sales is expected to reduce by 22% in 2020. 
Part B: Analysis of the Opportunities and Challenges of the Forces
Porter’s 5 Forces Analysis 
· Threats of new entrants: The threats for new entrants into the car industry is significantly low and this is attributed to the fact that entrants require high capital to set up their operations and match the established firms (Thanopoulos 47). The low barrier to entry is an opportunity for the players in the car industry to strengthen their productivity and performance. 
· Threats of substitutes: In the car industry, the threat of substitute products is moderate. Consumers have the option of utilising bicycles, motorcycles, airplanes, rail, or ship as the alternative mode of transportation. The moderate threat of substitutes’ force may negatively impact the overall sales generated by the automobile industry. 
· Bargaining power of the buyers: The bargaining power of the buyers’ force is moderate. Depending on the preferences of the buyers, they have the option of using public transport systems, and not purchase cars. The presence of alternative means of transportation other than vehicles serves as an obstacle for some of the individual players in the car industry to meet their set financial goals. 
· Bargaining power of the suppliers: The bargaining power for the suppliers in the car industry is low. There are several suppliers that individual players in the sector can work with. The fact that automobile makers can easily shift from one supplier to the other is the reason behind the low force of the bargaining power of the suppliers. 
· Competition intensity/ rivalry among the existing players: The level of competition intensity in the car industry is very high (Hlušková 24). Aggressive competition is a challenge that makes it hard for some of the individual players in the industry to expand its market share. The presence of dominant players such as Toyota, Volkswagen, Ford, and General Motors best explains the reason behind the high competition. 
Porter’s Value Chain
Primary activities 
· Inbound logistics: The suppliers for the car industry are found in various countries around the world including China, the US, Japan, and Japan. Raw materials are sourced by individual companies from these suppliers. Some of the raw materials are used for the production of vehicles while the remaining raw materials are stored in the warehouses for the companies. 
· Operations: The operations phase focuses on the conversion of the products to end products (Kumar and Modgil 7). The players in the industry rely on new technologies for ensuring that they produce high-quality vehicles. 
· Outbound logistics: The outbound logistics entails moving the finished vehicles to the showrooms. Most of the car makers have showrooms where consumers can visit and analyse the available finished products or make a purchase. Some of the vehicles are stored in the warehouses. 
· Marketing and sales: The car industry, has invested in marketing and advertisements, and these have proven instrumental in the promotion of the brand image of the individual players as well as attracting customers to purchase the products. 
· Services: The individual players in the car sector focus on improving the quality of the services that they offer to their customers. Follow-up services by companies such as Toyota and Volkswagen are instrumental in that they bolster customer retention rates. 
Support Activities 
· Infrastructure: The success of a business is partially linked to the organisational infrastructure. The infrastructure for the car industry ranges from corporate culture to the available resources. An enhancement in the sector’s infrastructure has a correlation with an increase in profits/ sales. 
· Human resource management: The recruitment of skilled and qualified workers is important in that it strengthens organisational performance. Companies in the automobile industry such as Toyota, General Motors, and VW, have invested in their recruitment policies and strategies, and these have had a positive impact on workforce performance. 
· Technology: The car industry has invested in new technologies and these have had a positive effect on the levels of passenger safety, the production capability by the sector, and efficiencies in emission controls (Raza, 4). The integration of new technologies in the supply chain systems and marketing have also impacted the performance of the industry positively. 
· Procurement: Procurement entails the purchase of raw materials from different suppliers. Individual players in the car industry have bolstered their procurement strategies, and these have ensured that only high-quality raw materials are procured. 
Conclusion
The car industry is one of the most successful and stable industries globally. The industry’s success is linked to its global dominance, high demand for the products, and its ability to keep up with the changes in technology. Some of the challenges in the car industry include aggressive competition, fluctuations in the oil prices, and the stagnation in the global economy. Opportunities such as changes in technology and emerging markets put the industry in a better position for strengthening its financial performance. The continual integration of new technologies and have a better understanding of the changes in the tastes and preferences for the customers will continue impacting the industry positively into the future.
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