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Environmental Analysis of an industry - Assessment 1
Strengthening rules, improved competition and a focus on cost management all contributed to a de-risking of the global automotive supply chain. Increased competition between countries to develop new production plants, as well as efforts to maintain their current footprint, has become the norm. In an environment where the standard car manufacturing plant produces 200,000 units per year, 3,000-4,000 workers are directly employed and the economic spin-off can exceed 10 times that number, the stakes are high. In order to maintain a long strategic role, businesses are expected to search at opportunities to build vehicles for marketers with a view to providing higher quality care and de-risking on a wide scale. As a result, the company markets considerably more vehicles and their components better for the final customer. This 'co-location' has tremendous implications for the industry and its clients.

Many new sales are increasingly seen in emerging countries, where increased revenues allow new vehicle ownership. Feeding these consumers then causes major supply-side problems. By 2020, IHS predicts that emerging markets such as China, Brazil, Eastern Europe, the Middle East and South America will register for more than 50% of global automobile power. Can existing vehicle and part-supply networks be adapted efficiently to feed these developing markets? How will countries cope with the social implications of shutting down facilities or the fiscal exposure of offering substantial incentives for the construction of new facilities? Smarter countries are weighing all the results.

It is clear that car makers do not necessarily export to these production markets. Tariffs and non-tariff barriers are the key decision-maker for the addition of vehicle and powertrain output inside these internal buildings. It is not competitive to have to import into a high valuation, with tariffs seeking to hit 35%. The only solution is to construct a domestic development system to satisfy demand. Global production networks, including manufacturers of parts and supply chain processes, take years to be installed.

In years gone by, factories will actually sell from the home country, seeking to maintain a good use of the factory. This was the fastest way to get there. Japanese, German and Korean car manufacturers have used this model to varying degrees until industrial, buying and political forces dictate it. As recently as 2008, the supply of vehicle interconnections between regions accounted for 19 per cent of overall global production. However, it has been steadily declining to 15% of the sum today. By 2020, IHS estimates could result in a swing of more than 4 million units not transported between regions – a lack of growth prospects for developing economies.

Exchange rate fluctuations between the two main trade partners are also difficult for the industry and, as a result, push vehicle manufactures to shift their vehicle and drivetrain production closer to the sales point of departure. In the last quarter, the US-euro local currency was less than 10% marginal. However, major swings emerged in the middle of this century, including at one point a decrease of more than 20% over a two-year stretch. The exchange rate shifts between the US and Yen were even more pronounced. In a hyper-competitive climate, currency-driven changes in the cost of cars are difficult to translate into sticky automotive prices.

Vehicle models are also hunting for ways to do more or less. This standardisation has an influence on cars in many regions in order to increase scale and reduce prices. This pattern, known as the convergence platform, lets new regions produce the same vehicles as home market plants. This revolution is facilitated by the implementation of these multi-region vehicle architectures (the vehicle building block), born of the need to decrease development costs, speed time on the market and reduce manufacturing costs. The ability to build a single vehicle platform system that is flexible enough to accommodate a range of vehicles of comparable size and development process is the foundation of Ford Motor Company's "One Ford" strategy. The suit is pursued by every big car maker. Other reasons behind increased production co-location include a spike in logistic costs, a reduction in transportation supply and political influence.

 Related to the gentle business, the control of pollution has a profound impact on heavy shippers. Finally, as has recently been shown in Western Europe, Canada and Australia, the destruction of industrial capacity is a matter of great economic well-being, with thousands of jobs at stake. Production capacity in these regions has declined by 4 million units over the last decade, while developing regions have expanded by 29 million units – a surprising shift with significant consequences. These jurisdictions would be under immense pressure to increase prospects to maintain these properties or to run the risk of losing their existence – a threat that cannot be absorbed.

At just the end of the first day, car manufacturing sourcing is dictated by currency neutrality, logistic cost control and improved global market competition versus the need to fill strength at home today. Looking forward, increasing competition, driven by uneven market growth and a mixture of costs/exposures impacting automotive imports, will drive most car manufactures to consider the risk of retaining the status quo. In return, countries will eventually absorb the financial and social costs of the de-risk program.

Global forces are leading the automobile industry to undergo a phase of rapid transition. While high levels of internal rivalry have motivated innovation in the past, new forms of competition have arisen and progressively affected the production and design of automobiles. Matter of fact, more automation is being used in vehicles than ever before, facilitating high-tech driving and entertainment capabilities. For eg, cars are designed to be more mindful of their surroundings by increasing the use of emergency sensors and parking assistance technologies. GOOG is now studying driverless vehicles, which will have a significant influence on the entire market. However, this could take several years until the invention is complete and then much longer to become commercially viable. Linked vehicles are a boon to the telecommunications industry and are a big source of success for telecom operators. Meanwhile, government policies are producing greater standards of safety and higher fuel efficiency for cars. In addition, Tesla (TSLA), a relatively recent entrant in the automotive manufacturing industry, is influencing reform from inside, with greater focus on electric cars and displacement of the classic dealership business model.

The key challenge of the corporate plan is to find a way to gain a sustainable strategic edge over other rival goods and companies on the market. A comparative edge over competitors is the potential gain by creating customer greater value, either by reducing the expression greater benefits and services that justify higher prices. Porter proposed four "generic" market tactics that could be implemented to achieve market edge. The ratio indicates the extent under which the scope of a business activity is limited versus broad and to the large extend to which a company attempts to differentiate between its products.

With all of this strategy, the goal is to become the highest average producer in the industry. The classical method of achieving this objective is to produce on a large scale that enables businesses to maximize its profit. How is cost control theoretically so important? Many business segments of the industry are supplied with an aim of minimizing costs. If the purchase price reached will at least match the industry average, the shortest supplier can enjoy the highest income. This approach is generally synonymous with multinational firms selling "standard" goods with comparatively little distinction that are readily acceptable to the majority of consumers. Every now and then, a low-cost leader would often discount his product in order to boost profits, particularly if it has a substantial cost advantage over competition and thus can further grow its market share. Cost management approach includes close coordination between all company functional fields. In order to be the lowest-cost manufacturer, the company is likely to attain or use any of the following:
· Strong level of efficiency 
· Strong power usage 
· Usage of bargaining power to secure the lowest rates of output inputs 
· Methods of Lean Development (e.g. JIT) 
· The effective use of technologies in the manufacturing process 
· Access to the most powerful delivery networks

The purpose of the target market is to distinguish between either one or a limited number of target consumer segments. The unique consumer demands of the segment mean that there are ways to offer goods that are clearly different from rivals that could reach a larger community of consumers. The important problem with any organisation implementing this approach is to ensure that consumers genuinely have particular expectations and want-in other words, that there is a legitimate reason for differentiation-and that current competitive goods do not fulfil those needs and wishes. The emphasis on distinction is the classic niche marketing approach. Many small companies are able to develop themselves in a niche market segment using this approach, earning better pricing than non-differentiated goods by means of advanced experience or other means of bringing value to consumers.

With distinction, the organisation seeks far wider customers and strives to gain comparative advantage in the whole sector. This approach entails choosing one or more requirements used by the purchaser in the market-and then positioning the company solely to satisfy those criteria. This approach is generally synonymous with charging a premium price for the product-often representing higher cost of manufacture and additional value-added features offered to the customer. Differentiation is about offering a higher price that more than meets the added cost of production, and about offering consumers specific reasons for comparing the commodity over other, less differentiated goods. There are a variety of ways in which this can be done, but it is not simple and requires significant and continuous marketing expenditure. Methods shall include: 
· Better standard of product (features, benefits, durability, reliability) 
· Branding in (strong customer recognition & desire; brand loyalty) 
· Industrial sales across all major networks (i.e. the product or brand is an essential item to be stocked by retailers) 
· Consistent promotional assistance – mostly dominated by ads, sponsorships, etc.

Examples of distinction of leadership include major brands such as Nike and Mercedes. These brands gain large economies of scale, but do not focus on a cost-management approach to compete. Their industry and brands are founded on persuading consumers to be faithful to their brands and charge premiums for their products. The essence of the strategy formulation is to deal with competition. But it is possible to see rivalry too thinly and too pessimistically. Although one often hears executives moaning about the opposite, extreme competitiveness is neither chance nor bad luck. 

Moreover, rivalry is not manifested only in the other participants in the battle for market share. Rather, competition during an industry is rooted in its underlying economics, and there are award winning that go far beyond formed combatants in a given sector. Shoppers, suppliers, channel members and substitutes are all suppliers which, vary by industry, may be more or less predominant or active.

The state of rivalry in the marketplace depends on the five fundamental forces laid out in the exhibit. The combined power of these forces determines the industry's overall capacity for benefit. It ranges from extreme in industries such as tyres, metal containers, and steel, where no business receives impressive returns on investment, to moderate in industries such as oil field services and machinery, soft drinks, and toiletries, where there is space for very high returns.
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