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a) [bookmark: _Hlk7801495]Assess the environment of the Global Automobile industry using PESTEL analysis. Note that your answer to this should not be based only on the case study but also on your understanding of the model (50%) 

[bookmark: _Toc7808227]Introduction 
The car production industry has grown like never before on the recent years. This extraordinary growth has happened all over the planed as a result of two main factors which are the improvement of middle-class standards of leaving and (Increased incomes) and the reduction of import tariffs between countries. 
The global automobile industry is mainly an assembly industry where the different manufacturers and brands are interconnected and where every final product has received a number of inputs throughout the production process (Dicken, 2007).
The car production surges in Eastern Europe a New York Time case study illustrates the changes on the way how global automobile industry has evolved and the strategies they are following to be more profitable, more competitive on the market.  The study has taken place on November 2006 and it has forecasted the trends and changes until 2010.
[bookmark: _Toc7808228]The environment of the Global Automobile industry using PESTLE analysis

In order to understand and analyse the environment of the Global Automobile industry it is essential to look key factors that have crucial impact on the automobile organisation strategies. PESTEL analysis would be the optimal tool to be used as it will take into consideration the below factors:
ECONOMICAL FACTOR

ENVIRONMENTAL FACTOR
TECHNOLOGICAL FACTOR 
POLITICAL FACTOR
PESTLE


SOCIAL FACTOR




LEGAL FACTOR 



Political Factor:  The automobile manufactures in developed countries such as EU and USA are under pressure from government politics and they are constantly trying to find alternatives to keep up their production and reach expected profits. Looking at the case study it is clear that these car producers are expanding their business into other countries where the political rules and policies are suitable and hassle free. For example, French companies Peugeot and Citroen decided to invest $890 million in a car factory in Slovenia to produce about 300,000 cars per year.  The reason behind this is simple as the Slovenian government does support foreign companies to invest in their country and government taxes and fares are well cheaper compared to the country of the origin. They use these befits to achieve more revenue and be more competitor on the market. Furthermore, EU does apply high taxes to these companies as they are one of the main sources of corresponding government income. Japanese companies are also using these political advantages to manufacture their cars in other countries and also, they want to be close to the market/customer.
Economical Factor: It is clear that any automobile organisation’ objective is to have higher profits and low cost and be competitive on the market. Again, looking at the case study and my own researchers the Eastern Europe is becoming backyard manufacturing centre for almost all recognised brands as the cost of assembling labour and engineering expertise is varies from one-third to one-fifth cheaper than Western Europe, Alain Baldeyrou, Peugeot’s plant manager Slovakia. In addition, another key economical factor is that the increase of fuel prices has forced the companies to produce economical cars and Eastern Europe is the right place to manufacture and assemble these particular cars. For example, if BMW produces a car in USA and sells it in EU the company would suffer 10% tariff whereas it is possible to produce a car in Mexico and sell it in EU without a tariff. 
 Social Factor: This factor has a crucial role in the global automobile industry strategies as this is due to culture and demographic are changing globally. Change in the car fashion and taste is very important for manufactures as they need to produce cars that fulfil costumer needs. For example, as the fuel prices have significantly increased, the need for fuel efficiency and low emission vehicles become the main strategy for these car manufactures. The increased awareness of harmful emissions has also increased the pressure to automobile manufactures to produce environmentally friendly cars. As a matter of fact, the United Kingdom Government has approved new policies about diesel cars which in 2021 they are not allowed to drive in central London are not euro 6 technology. Regarding to these social factors, the car industry, to reduce the cost, are seeking to invest in western countries where the production and overheads are more cost efficient compared to the manufacture’ country of origin In addition, in western countries, people are easy to motivate and satisfy as they desperately need financial income and the worker unions which would increase their expectation are inexistent
Technological Factor: Innovation and new technology shows the value of market share for any automobile company. Giving this fact, all these car manufactures are investing to produce innovative vehicles with high safety standards, low emissions and fuel efficient. Brands like Ford, Hyundai, and Toyota are using low emission vehicles strategy which is enabling them to stand sustainable in the market.  As stated before on this report, Japanese car manufactures have now lunched hydrogen source of energy technology. The sales figures of low emission and fuel efficiency cars compared with normal vehicles are significantly higher and this is pure fact that technology has a crucial impact in the automobile industry.
Legal Factor: As explained on the above paragraphs, the new legal requirement for low emission vehicles has enforced the automobile industry to strictly abide by the regulations and laws in each country these vehicles are manufactured and sold. Taking into consideration the global warming and pollution will soon result in these vehicles being replaced with electric and hydrogen cars. For example, Toyota has now introduced the new source of energy coming from hydrogen, they have managed to separate hydrogen from oxygen (H2O water) and use it as source of energy which is 100% environmentally friendly.  
Environmental Factor: Carbon emissions and environment friendliness law are getting stiffer for the automobile industry. Given that all car manufactures are now focussed to produce low emission products. Costumers tend to buy cars that are fuel efficient and are favoured by government laws and receive tax subsidies. New pollution test is implemented and not all the cars would be allowed in certain markets including USA, UK and Europe. Based on the EU laws, environment pollution has become very important factor and all these manufactures have to strictly abbey these standards. 
Critical Thinking: It is undeniable that all the factors mentioned above have crucial impact in the automobile industry. However, economic, environmental and legal factor stand over the other factors as the need for fuel efficient, high mileage and low pollution cars has become the trend in 21 centuries. It is understandable that this is to make our life safer, to be financially efficient and not damaging the environment but is this the optimal solution? Sadly, I have to admit that this is just a pretendence rather than a prevention measure. 0 emission technology has been introduced long time ago where electric cars and hydrogen cars have been developed but the harmful politics are keeping them under their thumb and not allowing them to replace the existing vehicles which are the main cause of billions of deaths include animals and so on. Despite the idea that all automobile companies are investing to reduce the pollution, the fact is that their main goal is to achieve high profits.  A pure example is Volkswagen scandal where this car manufacture has been caught in cheating with emission levels. The company developed a system on the car which recognised when vehicle was being tested and reduced the emissions level up to standards whereas the reality was different, and these vehicles disposed high level of toxic substances on me air.      

[bookmark: _Toc7808229]Conclusion
To sum up, automobile industry is heavily depended on the above factors and the future will bring loads of changes in this industry. Generating and possessing high capitals, key car manufacture companies are trying their best to keep the car production up even though the global pollution is extremely high and soon will become a boomerang. Trials to produce hybrid cars is a good sign that hopefully in the next 10 years the existing cars will be replaced with electric and hydrogen vehicles. PESTLE analysis is an optimal tool to assess automobile industry appropriate and further understanding of their strategies and future plans.  
[bookmark: _Hlk7803401]b) Assess the environment of Global Automobile industry using Porter’s Five Forces analysis. Note that your answer to this should not be based only on the case study but also on your understanding of the model (50%) 

[bookmark: _Toc7808230]Introduction 
Five Forces approach of Michael E. Porters (1979) has proven to be a very useful tool for evaluating and identifying organisation’s competitive position.  The framework is one of the most used common models in the automobile industry strategies. The main advantage of Porters model is to enable the businesses to achieve optimal competitive strategies on the market and this has proven to be true and useful when organisations explore strategic management models (Peng, 2009). The main forces of the model refer to competition from external sources whereas the remaining two are focus on the internal threats.

[bookmark: _Toc7808231]Porter’s Five Forces analysis
 In order to assess the environment of the Global Automobile industry appropriately, in this section I have used Porter’s model in conjunction with Johari Windows analysis. 
                   Porter’s Five Forces AnalysisSupplier Power 
1-High technological costs are leading in new entrants to produce vehicles with higher cost compared to traditional cars
2-Lack of government support and infrastructure for promotion of clean technology
3- Alternatives fuels, electricity and hydrogen  
Threat of Substitutes 
1-Hybrid cars may be enforced by governments 
2-Pollution and High-emission cars are getting inroads 





Buying Power 
1-Low emission vehicles are most wanted by customers
2-Fuel Efficiency technology is to priority for buyers
3-Long mileage lasting cars are most likely to be successful in the market



Threat of Rivalry
 1-Hydrogen and electric vehicles are a direct competitor for the fuel cars 
2-With new entrants on the market such Tesla, traditional manufacture cars will face increased rivalry and competitions   
Barriers to Entry
Global governments are introducing and enforcing new policies and initiatives to promote hydrogen and electric cars 
2-Lack of infrastructure / technology and optimum business model can deter entry of new players on the market


	        Weak            Strong 
	        Fair               Very Strong
	
 
The aim of this paper relative to the strength of the above model, is that it endorses crucial strategic thinking about how to apply and fit automotive manufactures strategy to the specific competitive landscape of the industry (Thompson, Strickland III and Gamble, 200). During my research I found Thurbly (1998) stating that for all manufacturing car organisation it is crucial to have clear understanding of the nature of five forces as it enables them to the necessary insights to be successful in the market. tr for example, Peugeot, Ford, Citroen and GM should pay crucial attention to threats of substitute as new companies are tending to enter in the market with alternative technologies such as Tesla which has developed its electric cars.    
Moreover, the recognized car manufacture brands investing large amounts of income into new technologies and innovation to reduce the threat of rivalry. Pure example of this is the new investment that Peugeot and Citroen in Slovakia. Strategically, the invested in the new plant to assure that the production of fuel efficiency and low emission cars would be cost efficient leading to minimisation of competitive rivalry. In addition, the automobile industry has been dominated by European and American manufactures, but the innovation of Japan and then the development  of Indian and then Korean automobile industry have significantly increased the competitive rivalry.
As seen in the following table, the car sale in the United States and Europe has dropped by 0.2% and 1.1% respectively whereas Japan, Korea and India have an increase of the car sales. Again this is a pure example how threat of rivalry can affect the automobile industry.  
                [image: ]
Source:  2018 (Full Year) International: Worldwide Car Sales and Global Market Analysis » 2018 Global Car Sales by Region
Limitation of Porter’s Five Forces Approach 
Looking at the Porter’s approach it is obvious that the model has the tendency to oversimplify the surrounding environment of the industry, include here the microenvironment factors (Peng, 2006). In addition, the approach is a very old as it has been developed almost 30 years ago and it promotes the industry as a specific entity with ongoing boundaries (Porter, 1979). For example, the new fast economic growth and development and new technological innovation have moved these industry boundaries and making the model not applicable for the fast-changing global markets (Grundy, 2006)

[bookmark: _Toc7808232]Conclusion 
[bookmark: _GoBack]In conclusion, the automobile industry is one of the most powerful industries that generates billions of $ all over the planet. For some countries the car industry is the main contribution to the GDP of that state and usually they find strong support from the government. However, looking at the above model, it becomes clear that the industry itself is very challenging and the players find it very difficult to survive a be successful on the market. New emission and pollution laws and fuel efficiency requirement have shifted the car manufacture industry at another level. The competition has enforced automobile industry to explore and invest in undeveloped countries such as eastern Europe and India. The need for zero emission vehicle is becoming more and more inevitable and the optimal resolution for this will be the replacement of the existing vehicles with electric a hydrogen car.
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