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Introduction 
Automobile industry is expanding day by day due to the increasing demand for cars. By the mid-20th century, the car industry in the United Kingdom was second largest over the world. Today the industry has become more concentrated. That means the industry is conducted by a lower number of brands. Car industry is a major contributor in creating job opportunities for the people in the UK. Though this industry was slowed down by the financial crisis in 2008, it recovered well. But due to Brexit uncertainty Dieselgate scandal car sales in the UK has decreased from the period 2006 to 2016. The Coronavirus Pandemic has made it for the companies within this industry a little bit difficult to survive. Car production was 43% lower and over 11000 jobs were lost in the first half of 2020 (Satista, 2020). Big car manufacturers in the UK are Nissan, Jaguar Land Rover, BMW etc. Many factors are affecting the overall car industry of the UK. There are still some opportunities in this industry for the existing companies. All these things are mentioned in this report. 
[bookmark: _Toc61021896]Forces Shaping the Business Environment of the Car Manufacturing Industry
Car industry in the UK has changed a lot over the years. Before the main focus was on manual driving but now the focus has changed into electric or robotic cars. Several forces are responsible for these changes. This can be explained by the external environment analysis tool like PESTLE. Macro environment of the car industry can be easily identified through this model (Birkinshaw, 2016). In the following section PESTLE analysis of the UK's car industry has been conducted. 
[bookmark: _Toc61021897]PESTLE Analysis
PESTLE helps to conduct a more comprehensive analysis of the macro environment of any industry (Marmol, Feys & Probert, 2015). PESTLE analysis describes the 6 factors that affect the operation of business. These factors are political, economic, social, technological, legal and environmental. They are explained for the car industries in the UK. 
Political Factors 	
Political environment of different countries affects the operation of the car industry in the UK. This includes political stability, tax laws, employment, labour laws, regulations etc. The UK's political environment is suitable for doing any types of business. The UK falls into the category of the world's most powerful countries. But the Brexit movement has created uncertainty in the recent years. Many people still believe that this decision will increase the economic prosperity of the country. Car industry of the UK is mostly export oriented. Total sales in the country and export is shown in figure 1. This figure shows that most cars are sold to other countries. This also depicts that the political environment of the UK is mostly favourable for doing international business. 
[image: ]Figure 1: Total Sales in Home and Foreign Countries (Source: Satista, 2020)
Economic Factors 
Economic risk factors involve economic growth, foreign exchange, unemployment rate, interest rate, inflation rate, and credit availability. Total GDP of the UK in the month of September in 2020 has increased by 1.1% (UK - Office for National Statistics, 2020). Currently GDP is on rise and it is hoped that in the upcoming years it will increase more. Car industry of the UK is contributing a lot to the country’s overall GDP. In 2019, the country has obtained 6th position globally. The largest contributors in these sectors are shown in figure 2.
Figure 2 shows that Nissan and Jaguar Land Rover are the largest contributors in this industry. Diverse nature of the UK's economy is another feature that gives equal opportunity to all types of business industry. Country’s tax rate is also favourable for doing business. But the unemployment rate has decreased a little. Overall country’s economy is in a favourable position for doing business. 
[image: ]Figure 2: Production Volume by Car companies in the UK (Source: Satista, 2020)
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Different social factors have an impact on the UK government and its population. The estimated population of the UK is 74million within 2039 (National Statistics of UK, 2020). So it can be said that more business opportunities will be created for the increasing population. Education rate in the UK is also upgraded, so all the people are well informed about the latest information. Per capita income of the country in 2020 is $39800 (Trading Economics, 2020). This income falls in the world’s top 20 countries. So, it can be said that social factors are in a favourable position for doing business in the UK. 
Technological Factors
The UK has the most renowned research and development institutes that are leading the world. This country is technologically well developed. Technological institutes in the UK are doing better that some other technologically developed countries such as Japan, India, USA and Korea. All the institutes are so active that they want to break the barriers in each field of business and other sectors. This provides a great opportunity for the new entrepreneurs of the UK. This contributes to the country’s economy. Due to this technological development, the car industry in the UK is now providing electric cars or robotic cars at a reasonable price.
Legal Factors 
The Employment act of 1996 needs to be followed by all the companies that are conducting their business operation in the UK. This act protects the rights of employees whether it is sick leave, proper wage, safety, parental leave etc. companies also maintain the laws related to tax. Another act that protects people from any kinds of discrimination like gender, race, colour etc. is equally act of 2010. Overall legal environment is also in favour of the business organizations and their workers. 
Environmental Factors
Environmental factors have a serious impact on the operation of business in any country. In the UK environmental issues are also serious. So environment analysis has become an important part of business due to increasing consciousness of car customers and the UK government. Most governments limit the emission of carbon-dioxide for a car that will be sold in the market. Environmentally products are easily attracted by foreign countries. Different private companies, government and charity organizations in the UK are taking steps and emphasizing on recycling, less plastic waste, and green products that are environmentally friendly. But a negative environmental factor in the UK is its bad weather. Despite this, the country attracts many tourists during the summer. 
From the above PESTLE analysis, it can be observed that almost all the factors are in favour of doing car manufacturing business in that country. It makes the country one of the world’s leading developed countries. Technology industry is the biggest contributor to the country’s economy. So the country should foster these sectors and maintain environmental issues. This country will become a role model to the other developed and developing countries as well. 
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SWOT analysis is an analysis tool that helps the business organizations to find out strengths, weaknesses, threats and challenges surrounded by their operation (Böhm, 2018). It facilitates the management of an organization to take any decision effectively. SWOT analysis of the UK's car industry is described in the following section.
Strengths 
The main strength of the UK’s car industry is its well-developed research and development team. Due to this the industry is capable of not only meeting the demand of the customers but also creating new demand for the customers. The UK is leading in this sector for its up going development of product’s feature. Another strength of the car industry is low cost per mile. Falling driver cost, lengthy product lives, and renewable energy have made this possible. Last but not the least consumer’s trust is the most important strength of the car industry in the UK. 
Weaknesses
Car industry in the UK has also some weaknesses that may hamper the operation of the business. Recent decreasing sales has become a weakness for the company. The number of car sales in the UK did not increase as much as its population growth rate. Competitors from other countries may provide the same type of car at a lower cost. So it can be another weakness. 
Opportunities 
Though the current sales of the car industry in the UK is lower due to the CoronaVirus Pandemic, there are still some opportunities that can foster this sector more. According to the UK government’s white paper, 87% car users believe that their current lifestyle is quite difficult without owning a car. The rise of electric or battery cars is disclosing the fact that demand for new cars will increase a lot in the upcoming days both in home countries and foreign countries.
Threats 
The main threat of the car industry in the UK is the emergence of new competitors in another foreign country that may sell the same type of cars at a more competitive price. Increasing pressure of following a clean air agenda may become another threat for the industry. It will increase the cost of production. Failure in keeping the air fresh may jeopardize the operation of the business. Production of electric cars may also reduce the production of other manual cars.
Above SWOT analysis suggests the fact that the car industry of the UK is still facing some challenges in keeping their competitive position in the global market. But there are still some opportunities for the industry to grow more and contribute to the country’s economy.
[bookmark: _Toc61021900]Competitive Environment Analysis for Car Industry of UK
Though the world’s car market is concentrated among some major car producers, the competition among the company is high. So companies need to take proper strategy to keep their position in the global car market. Competitive environment of the UK's car industry can be described by Porter's five forces model.
[bookmark: _Toc61021901]Porter’s Five Forces Model 
Porter’s five forces model is used to analyse the competitive environment of an industry from five perspectives (Michaux, Cadiat & Probert, 2015). Car industry is also affected by several forces as they ensure success and failure within the industry. All the five factors are examined to determine the attractiveness of the car industry in the UK in the following section.
Threat of new Entrants 
The threat of new entrants in the car industry is low because entering into this industry requires high capital and technology-based knowledge. Economies of scale are another factor that resist other companies to enter this industry. Brand image is another factor that a new company may not easily create among the customers. 
Rivalry Among the Existing Firms 
Car industry in the UK has many foreign competitors. So the competition among the firms is very high as the industry is mostly export-based. Different companies are providing different facilities to the customer to attract to their brand. A small scale of differentiation and price change may change the whole scenario of a company. so companies need to build proper strategies to face the competition.
Bargaining Power of Buyers
Bargaining power of buyers in the car industry is very high as they don’t have any switching cost and the industry is very price competitive. Dealers are also another part of the buyer. They sell the products of those companies that give financing opportunities. They help companies to limit the excess supply of cars.
Bargaining Power of Suppliers 
Bargaining power of suppliers is low in the car industry. Because the size of suppliers is very small compared with the size of car companies. In addition, car companies can easily purchase necessary material from other sources at a cheaper cost. But in case of specialized suppliers the bargaining power is high as the company cannot easily switch to other suppliers due to their differentiated products.
Threat of Substitute
Car is the most convenient means of transportation from the initiation of its invention. So the threat of substitutes is very low for the car industry. The demand for cars will never end. Rather demand for new models of car will increase in future. 
However, there are some limitations of using Porter’s Five Forces Model to analyse the competitive environment. This model lacks the quantitative part of an analysis. This model is not suitable for complex and not profit organizations sometimes (SALONER, 2018). Because the model is based on the identification of competitors and rivalries among them. Biasness of the analysis affects the integrity of the model. Simplest nature of this model sometimes provides false results. 
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The above analysis shows that the car industry is not performing well for the recent two years. But there are still some opportunities for the companies within this industry. The industry should promote more to grab the attention of foreign customers so that export can be increased more. Innovation in product design is another feature that can also attract more customers. Companies can also provide financing opportunities to foreign traders. They also should make different policies to cope up with emergency situations.  
[bookmark: _Toc61021903]Conclusions 
Car industry is the highest contributor in the UK’s economy. This industry has been doing good for many years in the global market. Recent pandemic and slow economy of other countries are responsible for lower sales of cars in the UK. However, PESTLE analysis and SWOT analysis show that all the factors are in favourable position for doing business in that country.
There are both opportunities and threats that may affect the operation of the car industry in the UK. But with proper strategy they will be able to foster more in the competitive environment. 
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