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Honda Motor Corporation is among the biggest motorcycle and automobile manufacturers in the world. The company was established in 1948 and has its head offices in Tokyo, Japan.  The main business segments of Honda include automobiles, power products, financial services, and motorcycles. The company has established manufacturing plants in China, the US, Brazil, Canada, England and Turkey, among other nations. Honda's vision is to serve people around the world with the joy of extending their life's potential (Honda Annual Report, 2020). As an employer of approximately 220,000 people, Honda is the world's largest manufacturer of internal combustion engines.   Honda's achievement is closely associated with its philosophy. This is founded on the basic principles of respecting people, and the Three Joys expressed in terms of the joy to buy, the joy to sell and the joy to create.  The joy to buy emphasises respecting a person's unique character and ability, trusting others as an equal partner to succeed. The joy to sell states that all customers who acquire and us Honda products should experience a sense of joy from such an experience (Honda Annual Report, 2020). The joy to create is focused on Honda as a manufacturer of highly innovative and customer-inspired products. This report will discuss, among other things, the major forces that shape Honda's global business environment using the PESTLE analysis tool and thereafter look at the changes in Honda’s microenvironment using the Porter’s Five Forces model. 
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The PESTLE analysis is an approach used to appreciate the external business environment of an organisation based on a number of perspectives. These perspectives are represented by the acronym PESTLE that stands for Political, Economic, Social, Technological, Legal and Environmental (Cuaresma,et al 2015). Understanding how factors in each of these perspectives affect the organisation and helps to define the global environment that the organisation is located. In Honda’s context, it suffices to identify various factors in each of the perspectives of the PESTLE model to define the company’s global environment.
From the political perspective, there are several factors that impact directly on Honda's business prospects. Among the factors that need to be considered in this context is the impact of Brexit on Honda's market in the United Kingdom (UK) and the European Union in general. Brexit is Britain’s exit from the European Union that has led to the UK reviewing its business legislation and concessions with other European Union members. According to Hong and Park (2020), Honda's pre-Brexit sales were at 27000 units. However, following the Brexit, it is likely that new laws and political realignments will affect the auto-manufacturer's market, considering that Honda has a plant in England.  Further afield, Japan's frosty relations with China are likely to impact Honda's global positioning with a direct impact on the company’s global market share. 
In terms of the economic aspect, there are emerging markets from the post-pandemic era that show strong growth. These are going to increase the competitiveness of the automobile industry globally, and this has direct consequences on Honda. China and the US are likely to offer stiffer competition to Honda as the global economy gradually recovers from the effects of the COVID pandemic. This may imply a shrink in Honda’s global market share with an economic impact on the company (Humphreys and Munro 2019). 
In terms of the social aspect, there is a growing concern among consumers for environmentally friendly products. This is why most big automobile manufacturers are looking at greener transportation models, with hybrid and electric models taking the lead. Honda's diversity in this area will most probably yield more sales considering the strong brand name. Further prospects of expanding into the Middle East market, particularly Saudi Arabia, are promising considering that women in Saudi Arabia are now allowed to drive. 
Technologically, Honda has upped its research and development to align with emerging consumer preferences. The need for more environmentally friendly cars means that Honda is more likely going to spend much more to develop its hybrid models and most preferably enter the electric car manufacturing full scale based on the prospects. Another emerging but interesting field that Honda may consider as a partnership is the driverless cars, where companies like Telsa have pioneered and made critical inroads in the area (Law 2017). 
Based on the legal perspective, Honda will likely face a challenge in the area of inconsistent regulation regarding autonomous and hybrid cars. Since this is an area that is still developing and yet requiring enormous resources in terms of research and development, legal implications are yet to be clearly understood (Warren 2021). However, such groundbreaking innovations will take time before they have a universal standard to guide companies like Honda to make full investment and explore the market potential.
In the environmental context, automobile manufacturers, including Honda, are coming under immense pressure to ensure that their products meet certain environmental standards, especially in terms of emissions.  The European Union standards are perhaps among the most stringent and are likely to impact the production volumes of Honda in that region. This also requires diversifying into other products like hybrids and electrics that will take some time for Honda to achieve on a global scale (Warren 2021). 
Based on this PESTLE analysis of Honda’s global environment, it can be noted that the company has a number of opportunities and threats that it must address to ensure a sustainable business strategy. The obvious advantage is that Honda is a very renowned brand globally, meaning that in whatever opportunity, it has a head start because of the strong brand name. 

[bookmark: _Toc65356453]UNDERSTANDING THE CHANGES IN HONDA’S MICRO ENVIRONMENT USING PORTER’S FIVE FORCES 
Honda is a famous automobile and motorcycle brand. The brand has experienced significant growth globally, covering Asian and other markets. Notably, the US and Canadian markets are the biggest, followed by Asia (Kusuda 2013). Honda experienced significant growth in its motorcycle market in 2017. In addition to automobiles and motorcycles, Honda also produces and sells power products. According to Chodakowska (2018), Honda’s 2017 revenue was approximately 14,000 Billion Yen. Besides the products, Honda is reckoned to have an extensive supply chain with a wide-reaching distribution network. Currently, Honda has heavily invested in research and development and marketing to ensure the sustainable growth of its brand products. As such, Honda is likely to see faster growth if it will fully invest in innovation and sustainable technology. This analysis of Honda is based on Porter's Five Forces that defines the five critical forces that affect Honda in the industry. 
Porter's Five Forces model is a crucial tool used to analyse the company’s competitive strength and how strongly the company is positioned within the industry against the existing competition. In this context, Porter's Five Forces model considers microenvironment aspects like bargaining power of suppliers, bargaining power of customers, the threat from substitute products, the threat of new entrants, and the competitive rivalry among the existing brands. Honda will be evaluated on each of the five forces in the following section. 
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Honda has a global supply chain with a wide distribution network. The company has associated with many suppliers internationally to be able to obtain raw materials at the most competitive prices. Noting that every Honda vehicle requires between 20000 to 30000 parts, securing a sustainable supply chain is critical (Belis-Bergouignan, Bordenave and Lung 2000). As such, Honda has established long term partnership involving many suppliers to supply good quality raw materials that are used to manufacture Honda’s automobiles. Despite the extensive network of suppliers, Honda maintains a higher bargaining power. Honda's suppliers' bargaining power is low because these are dispersed across the globe, and they do not have significant financial strength. Additionally, Honda has higher bargaining strength considering its large size and financial power (Freyssenet 2009). Apart from these factors, the other factors giving Honda a higher bargaining power include its strong brand image and trust. As such, Honda has ensured that the bargaining power of the suppliers remains low.
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The customers’ bargaining power at the turn of the 21st century remains high because of various reasons. First of all, these customers are fully informed about what they need because of a rich source of information that is technology-based, enabling them to make quick and informed decisions (Mair 1999). These customers asses any product before they make the final purchase decision. Further, the degree of competition has intensified in the market, and customers consider a wide range of products available on the market before they make their choice. Additionally, for each category, these customers also have access to various products that are cheaper in price range compared with luxury cars. Consequently brands like Honda significantly invests in marketing and product safety to manufacture better cars that can appeal to the customers (Mair 1994). Numerous brands are competing to attract the same customer making the customers to be more valuable and giving them more bargaining power alongside the brand. As such, the customers’ bargaining power in this context remains high.
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In Honda's case, the threat of substitute products can be considered to be moderate. Besides other product brands, there are numerous means of public transport that are substitutes for Honda cars. However, various factors moderate this threat that Honda faces from substitute products (Musonera and Cagle 2019). Such factors include the brand identity, marketing capacities, assorted product collection and customers’ trustworthiness. Generally, the threat that Honda faces because of substitute products can be considered to be moderate.
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Generally, the threat from new entrants within the automobile manufacturing industry remains to be very low. This, according to Chodakowska (2018), is attributed to the high entry and exit barriers in the industry. As such, any brand that wants to enter the automobile manufacturing industry should be prepared to undertake a very significant financial investment in terms of the infrastructure required and the supply and distribution network needed (Kusuda 2013). The plants have to be strategically located to serve diverse market niches with specialised products. Additionally, these plants must be located within reasonable reach of the raw material markets within minimal barriers. The locations must guarantee long term political stability to ensure goodwill and growth of the manufacturing plant. Apart from these factors, technology also plays a role. The availability of a highly-skilled workforce must also be considered, all of which translates into a very significant financial investment. As such, an entrant into such a market cannot grow their business overnight to compete with existing companies meaning the threat of such a new entrant remains low. Penetrating and influencing activities on such a market requires substantial investment in marketing and building trust among customers before growing the brand into a favourable position that has a large customer base. These factors hinder new brands from entering the automobile manufacturing market and hence keeps the threat from new entrants into Honda’s market at minimal.
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Generally, the degree of competitive rivalry related to the current brands is very high. While there are various large and global brands, some may not be necessarily large, but all these have big product portfolios. These brands, just like Honda, invest significantly in marketing and research and development. This is critical to aligning the market expectations with the products (Law 2017; Mair, A., 1994). In this way, the companies are capable of maintaining competitive advantages that also ensure better quality products. There are several factors that affect the brand’s competitive strength. Most automobile brands have gradually developed the brands’ competitive strength. For example, Honda uses its brand product portfolio, degree of investment in technology and innovation, marketing and customer loyalty as important factors that guarantee competitive strength. Notably, Honda remains an innovative brand with cars and motorcycles that are popular in the global market.
Honda is positioned against some very tough players like Ford, Volkswagen, Toyota and Hyundai, which makes the situation intensely competitive. The brand remains focused on future and better technologies to find growth and remain competitive.
Based on the PESTLE analysis, it can be noted that Honda has various strengths. Among them is the strong brand name that the company boasts. Honda has a strong luxury and racing model that has attracted a substantial customer base around the world. Considering the social perspective, the emerging market in the Middle East as women are allowed to drive means that Honda will gain access to this emerging market because of the strong brand name (Honda Annual Report, 2020; Skinner 1984). In fact, Honda as the largest motorcycle manufacturer in the world, puts the brand on a favourable position in the current and emerging markets.
Although Honda has strong research and development also the technological perspective from the PESTLE analysis offers this company opportunities to venture into customer-preferred technologies. Combining this with a strong brand name will ensure that Honda remains competitive globally (Honda Annual Report, 2020).  Overall, Honda's slow but sustainable marketing and promotion strategy ensure that the company is competitively positioned in the market. With a low threat of new entrants, Honda stands to command its position in the current and future markets. Perhaps the biggest threat that Honda faces now and in future is the threat posed by substitute products. to effectively address this threat; Honda will need to diversify and consider mass producing vehicles and motorcycles that have excellent energy conservation and environmentally friendly features (Kushwaha and Sharma 2016). In this way Honda stands to benefit in every way by fulfilling the desires of the customer and giving them joy because of the product as suggested by the company’s motto. 
[bookmark: _Toc65356459]CONCLUSION AND RECOMMENDATIONS 
Honda has a very strong brand across the globe. This is advantageous in many ways considering that the PESTLE analysis reveals significant opportunities for Honda to expand its market into the Middle East.  However, this is to offset the growing competition in the Asian market because of China. As such, apart from focusing on the emerging Middle East market, Honda must also intensify its research and development in the area of hybrids and electric cars. Although driverless cars are also a reality, Honda must enter into a strategic partnership with artificial intelligence vendors to compete effectively against pioneers in that field like Telsa. However, for the moment, Honda can realise part of the motto as far as joy to create is concerned considering that most consumers are becoming aware of the need to drive vehicles that are environmentally friendly. Lower emission targets and technology are perhaps the clearest and most immediate way that Honda will have to go while gradually increasing its hybrid line and perhaps venturing further into electric cars and motorcycles. 
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