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Executive Summary
This report analyses the major forces shaping the global business environment of the automotive industry. Practical implementation of various business models such as Porter’s five forces and value chain along with the context of an international environmental analysis such as PESTLE. The competitive factors that play a role within the automotive industry have been analyzed and references have been made as to how the industry has changed over the past decade. 
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[bookmark: _Toc46599602]Introduction
The car manufacturing industry is also known as the automotive industry which involves the business of production and selling of vehicles, vehicle parts, commercial vehicles and passenger cars. The automotive industry has helped many individuals all over the globe for providing commute long distances and recreational services as well. The development of the auto industry has also paved the way for the development of transportation networks through extensive development of roadways. The automotive industry has become one of the largest industries which generates huge employment opportunities and also plays a key factor towards economic growth in a country (Kaur et al, 2017). This report will discuss some of the major forces shaping the business environment of the car manufacturing industry and how it has changed over the years. This report will also focus on the opportunities and challenges that the industry faces and how the firms within the industry can position themselves in a better manner to gain competitive advantage. 
[bookmark: _Toc46599603]Major forces shaping the business environment of the car manufacturing industry
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[bookmark: _Toc46599605]1.1 Political factors
Driving automobiles can be dangerous at times and there are a number of things that can go wrong; most likely accidents. Therefore, the government of UK has implemented strict safety regulations catering to the automotive industry. Such regulations imposed by the government are aimed to provide safety for the drivers as well as the passengers and these regulations include specific build requirements; commonly seatbelts and air bags that ensure passenger safety. Since the automobiles are operated through fossil fuels; there are large carbon emissions that take place. Politicians take a keen interest to analyze the emission statistics of existing and new vehicles (Chan et al., 2017). 
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Over the years the general population has growing disposable income which paves the way for spending on luxury items such as automobiles in the UK. The demand for the automobiles is also gradually increasing in the developing nations, for example in the African nations recent financial developments have enabled the poorer individuals to afford personal vehicles. Eventually, the increasing demand for automobiles will further improve and as a result more cars will be sold which will result in profitability for the stakeholders of the industry. 
[bookmark: _Toc46599607]1.3 Sociocultural factors
With regard to the sociocultural viewpoint,the leisure for driving is increasing within various communities. It has now been a common factor for families across the globe to own more than one automobile. Some communities cater to bicycles as a mode of commute but in certain developed nation such as the UK it has been a social norm to own a vehicle simply because they feel that owning their own vehicle is what is expected from them (Modi et al., 2017). 
[bookmark: _Toc46599608]1.4 Technological factors
Rapid technological advancements have paved the way for new designs and attractive features such as self driving cars and emergence of electric vehicles. The Government of UK are encouraging companies like Tesla who are offering the potential customers with autonomous vehicles which indicates that the implementation of smart technology have forced the companies within the automobile industry to change their business strategies for the same (Ramadan, 2019). Improvements within the technological sector have implemented systems such as emergency brake assist to reduce front end collisions. 
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The main legal factors that come into play for the automotive industry are the copyright issues. The particular characteristic of any car, the branding to its designs are protected via copyrights, trademarks and patents. These legal aspects protect the firms in the automotive industry to provide a sense of authenticity. Legal showdowns are uncommon but they do occur; for example, a Chinese automobile brand called Geely have developed similar designs of the Rolls Royce Phantom which have been paving the way for conflicts. Copying designs are a key legal factor within this industry for which the companies cater to patents. 
[bookmark: _Toc46599610]1.6 Environmental factors
The concerning environmental factor within the automotive industry are the pollutants that are generated hence the government of UK are encouraging eco friendly strategies such as ride sharing and electric vehicles. Carbon emissions are a growing concern towards the sustainability of the social community and increased amount of greenhouse gases are fueled by the usage of automobiles (Vreugdenhilet al., 2019). The environmental pollutants play a vital role towards climate change and such concerns have now led the emergence for electric vehicles which use renewable sources of energy and are self-sustaining in nature. 
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The automotive industry has changed considerably in the last decade. Ten years ago, having a navigation system in a vehicle was considered to be a luxury option. Drivers relied on printable maps to reach their destination from A to B whereas now, most of the vehicles that are produced have an inbuilt navigation system sometimes even with a touch screen. In earlier days, an average car with basic navigation systems used to cost approximately $2,500 (Xie et al, 2017). In comparison with the earlier times, cars are much safer today. Ten years ago high end cars used to have at most two air bags in the front but now most of the cars have at least four. Nowadays the automotive industry has shaped itself to provide better safety measures through technological advancements. Today, the cars have in built collision warning systems, blind spot recognition techniques and external sensors. The fuel economy was a tiny concern for the people a decade ago. Ten years ago the average price of fuel per gallon was $1.78, the growing demand in the automotive industry results in greater demand for fossil fuels that have now resulted in the increment of fuel prices up to $4 per gallon (Business UK, 2019). 
Reasons for organizations to engage in international trade
This growing concern has forced the automotive industry to develop fuel efficient car models that are self sustaining in nature. The firms in the automotive industry feel the need to showcase their products on a global scale. The benefits that are obtained by the customers of the firm’s home country generate a hubbub of enjoying such products by potential customers on a global scale. To improve upon the brand image, the automotive companies engage in international trade to have a widespread approach and recognition within the industry. International trade also provides immense scope for investment opportunities and funding with respect to economic growth as well (Nikou et al, 2019). Organizations in the automotive industry develop the need for international trade as it also provides employment opportunities for potential designers over the globe; who can come up with innovative designs that can have a huge impact on the demand force of the potential customers (Kannegiesser et al, 2015). 
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The product life cycle within the automotive industry undergoes 4 stages: 
· Introduction: In the initial stages the automotive companies first promote their product and defines their unique selling proposition to make the potential customers aware about how the product stand out in the market. For example, when the automotive industry first started unveiling hybrid cards, the firms showcased the fuel efficiency factors and congratulated the initial customers for being a part of a sustainable community towards an environmental movement (Lawson et al., 2015). 
· Growth: The firms in the automotive industry advertise and implement marketing strategies in the growth stage to have a wider sense of appealing towards the audience in order to increase the firm’s market share. Instead of placing the potential customers on a waiting period (as it was in the case of the introductory phase); the growth stage notices the car is being showcased through dealerships and the marketing strategies focus on product and brand differentiation. If other firms within the industry offer similar products then the firms engage in a competition for offering rebates and cash backs. 
· Maturity: In this phase the companies of the automotive industry focus on competitive prices and promotions of their automobiles so that the firms can aim to increase sales. During this phase the car companies are at war with each other as there are many competitors in the said industry. This phase observes many commercials from the firms and other marketing strategies as well. 
· Decline: In the final stage of the product life cycle, the demand of the introduced vehicles starts to wear off as new products substitute their place within the market. During this phase the companies cut down on their prices as a tactic for stock clearance to promote and advertise new models. Advertising in this stage offers high discount rates for all the older models and this tactic is also used by the dealership owners in order to cut off the payment of taxes for all of the cars that are unsold at the yearend(Schulze et al, 2015). 
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[bookmark: _Toc46599617]4.1 Porter’s five force analysis
· Threat of New Entrants: The threat of new entrants within this industry is relatively low. The existing multinational firms within the industry benefit via the scale of economies which makes the new entrant very difficult to offer competitive pricing as in the initial stages the entrants require huge investments towards developing manufacturing facilities and a distribution chain. It takes years for a new firm to establish a competitive brand image in order to be competitive within the industry which makes the threat of new entrants very low (Athanasopoulouet al, 2019). 
· Competition from substitutes: The threats of substitutes relevantly do not prevail within the automotive industry. So it is low. Incremental fuel prices have forced some drivers in the urban sector to cater to public modes of transportation but most of the vehicle owners have a clear viewpoint that there a sense of convenience of owning a personal vehicle submerges the increase in costs of fuels. For the sole reason of such costs the car manufacturing industry have catered to fuel efficient vehicles but if the manufacturers are unable to provide better cost efficient solutions then the threat of substitutes will gradually increase. 
· Bargaining Power of Suppliers: The bargaining powers of suppliers are extinguished by the existence of the prevailing suppliers within the industry. However, the switching costs for the manufacturers are high as a great deal of investments are catered to in order to establish part designs and specifications. If a particular car manufacturing company relies on one particular supplier then it creates a monopolistic situation and the manufacturers have to keep the supplier satisfied (Hong et al, 2017). On a retrospective analysis, the powers of suppliers are moderate. 
· Bargaining Power of Buyers: Customers have the power to avoid a purchase that they dislike and offer their demands to another dealer which possesses similar requirements that the individuals are looking for. While analyzing the bargaining power of the buyers, dealers are another part of the equation. Consumers have some influence over the pricing set out by various dealers and they also possess the capability to shift to different dealers. Therefore, the bargaining power of the buyers are high as the automotive market’s buyers have low switching costs and cater to innovative designs which are differentiated well enough that encourages the buyers to shift from one auto maker to another. 
· Rivalry among Competitors: Rivalry is quite high among competitors. Since the 1970s the rivalry among the players of the automotive industry has been rampant and fierce as the firms compete on prices as well as non price dimensions. Since the 1990s the competition became more intense as new vehicles with new designs and concepts were introduced to the market which has been carried out till date (Adam and Brock, 2015).
Limitation of the theory: However, the five forces overlook certain key aspects that are relevantly important to the firms within the automotive industry. The five forces assumes a scenario of a perfect market where issues such as strategic alliances; where the firms within the industry partner up with other firms to improve their infrastructure and manufacturing processes so that they can have adequate capital to diversify their business. The five forces also overlook the information system of the firms where they implement innovative technologies that are important throughout the manufacturing process. Moreover, the five forces analysis do not cater to the sustainability factors for the firms within the industry where the industry is in such a state that caters to huge carbon emissions and the governments are encouraging such firms to have a more sustainable approach for their products (Waterfield et al, 2015).  
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Change in consumer trends along with the technological advancements have paved the way for the automotive industry to adapt to the manufacturing of new fuel efficient vehicles which also provide a sense of cost efficiency. Emerging markets will be the main source of growth for the firms in the automotive industry along with the strategic alliances. Opportunities for strategic alliances such as partnering up with other companies can help the firms within the automotive industry to improve their market share (Ratasuket al, 2015). Since the potential threats of substitutes are lower, the firms have an opportunity to target the audiences who seek out for sleek designs and comfort. Innovative designs may fail to attract certain group of individuals but there are a group of potential customers that prefer design over anything else. The medium bargaining power of the suppliers gives the firms to scope out various cost cutting measures that help to ensure proper profitability. 
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Wide range of competitors in the automotive industry has posed some challenges for the firms. One of the main challenges that firms in the automotive industry face are to develop a proper unique selling proposition which make them stand out from the rest of the competitors. Producing a vehicle with distinctive designs and features are an important aspect within a competitive marketplace. The automotive industry has to constantly engage in diversifying themselves as the emerging trends demand smarter fuel efficient cars where the design and the manufacturing process have to go hand in hand (Günther et al, 2015). New cars have to be created with new materials which have to be kept in mind. Once the future materials are implemented properly the manufacturers can easily benefit by meeting the needs of the customers. The high rivalry among the competitors paves the way for companies to constantly indulge in research and development which can be expensive for the firms. 
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[bookmark: _Toc46599618]5. Competitive advantage analyzed
The automotive market on a global scale has seen immense growth which has provided with a sense of economic benefit all over the globe. The automotive industry is one of the big players of the global economy and has created nearly 12 million jobs in Europe; 8 million in the US and over 5 million jobs in Japan and the figures keep on rising (International Labor Organization, 2019). The automotive market has implemented technological advancements which have resulted in safer driving facilities. Brand recognition, technology and efficient global supply and distribution system has put the automotive industry in an advantageous position (Griegeret al, 2019). 
[bookmark: _Toc46599619]5.1 Porter’s Value Chain analysis
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Figure 1- Porter’s value chain analysis
(Source: businesstoyou, 2016)
Primary Activities 
· Inbound logistics: In this first step of the line of production of automobiles the raw materials are received via the suppliers within the industry which may be scattered all over the globe. Once the raw materials are received, they are distributed to the manufacturers and the excess raw materials are stored which may be used later on. 
· Operations:This stage deals with the main stage of production and within this stage the raw materials are processed for converting the raw materials into products. The automotive industry is known for their efficient modes of operations; for example, Toyota’s just in time (JIT) services. 
· Outbound logistics:In this process, the final goods that are produced are moved out from the manufacturing sectors to the dealers or retailers. Final products such as the brand new automobiles are also transported to the showrooms where franchises can also play a vital role. 
· Marketing and Sales:This stage caters to the promotion, advertisements and sales strategies towards the distribution of the automobiles. This stage is carried out so that the products can reach towards the targeted customers within the industry. Marketing may be carried out through the traditional modes,digital platforms or even exclusive showrooms.  
· Services: This stage caters towards the customer support even after the automobiles have been sold. The services commonly include dealing with complaints, after sales services and timely servicing of the automobiles. Better customer services ensure better brand recognition for the firms. 
Support Activities 
· Infrastructure: This sector includes the organization, culture management, financing and aim towards strategic planning that helps in building efficient manufacturing units and sales. 
· Human Resource Management:To perform efficiently within the automobile industry, the firms seek for high skilled labor force which help to design and produce innovative vehicles. HRM focuses on the human capital and ensures that the employees are motivated enough to provide better services right from recruitment to training. 
· Technology development:One of the most important aspects within the automobile industry is the technological aspect. Innovative technological applications will result in newer designs for the production of automobiles along with fuel and cost efficient measures. 
· Procurement:This stage ensures in cutting down on costs along with the attainment of good quality of raw materials at the lowest possible price but the firms ensure that these materials can provide proper efficient automobiles. This stage engages in the procurement of the raw materials that are required by the manufacturers. 
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The automotive industry is constantly catering to different modes of changes in order to provide efficient services towards the consumers. The automotive industry must effectively understand the emerging trends and change in consumer behaviors to remain competitive on a global scale (Kirk, 2015). The industry is being disrupted by innovative technological aspects for which the firms within the automotive industry must ensure the disruptive changes in order to keep on thriving. 
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STRENGTHS 


The automotive industry is constantly evolving that  cater to economic growth. 


WEAKNESSES


Increase in bargaining power of the consuers due to large number of competitors 


THREATS


Unstable fuel prices 


OPPORTUNITIES


Manufacturing eco-friendly and fuel efficient vehicles


Continuous product innovation and technological advancements 


Market expansion 


Changing the customer trends with implementation of new designs


Economic uncertainities 


High fixed costs and investment for research and development 


Cars being recalled due to technical disfunctionality and non abidance of government regulations
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