                                                                                                                                                                              

Global business environment 
Car Production Surges in Eastern Europe












                                                                                         University name:University of Wales Trinity Saint David
                              Student  name:Madalina Elena Manolachi  
                              Student number:1806712   
                              Module name:The Global Business Environment
                              Module code:LCBB4005
                              Lecturer name:Gazi Arif
                                                                         



                                                     Table of Contents
                                
TASK A	4
Introduction	4
PESTEL Analysis	4
Conclusion	5
TASK B	6
Introduction	6
Porter’s Five Forces Analysis	6
Porter’s Generic Strategies Analysis	7
Features of Major Trading Groups	8
Global Trade and Business Trend	9
Characteristics and Relevance of Key Organizations	10
Features of International Trade	10
Basic Economic Concepts	11
Conclusion	11
Reference	12

[bookmark: _Toc7728761]
TASK A
[bookmark: _Toc7728762]Introduction
It has been noticed that the production of cars have been rising significantly in the Eastern European countries. As a result of the growing economy and the increasing demand of the common users, it has been witnessed that the production of the automotive industries have been increasing extensively in the Eastern European countries. As a result of the growing market and rising demand, the majority of the automobile companies are becoming more willing to shift their base to the Eastern European countries. In addition to this, it has also been monitored that the sales of cars and other automotive components are either stagnant or dipping significantly in the Western Europe. However, the economic development coupled with the technological advances and rising demands have ensured the rise of automotive industry in the Eastern Europe to a great extent. The present report will analyse the various reasons and factors that are playing influential role in the surge of the industry in the eastern region.  
[bookmark: _Toc7728763]PESTEL Analysis 
Political- 
The political situation of the eastern European countries are comparatively stable than the western counterpart (Ülengin et al. 2014). It has been noticed that the major automotive manufacturing countries such as Czech Republic, Poland, Slovakia have democratic government and that is combined with a steady law and order. At present, these countries are exercising steady governmental laws and human rights. Hence, the political situation of the Eastern European countries are favourable for the growth of the car and automotive industries to a great extent. 
Environmental-
The environmental laws and regulations are to be abided by these industries in a strict manner. It has been noticed that the governmental bodies in these countries are enforcing strict laws in order to reduce the environmental pollutions. 
Social-
By analysing the social factors that can play influencing roles in the growth of the car industry. It can be noticed that the rate of GDP in this countries are increasing steadily. In addition to this, it has also been noticed that most of the countries are witnessing unemployment to an extent. Hence, it can also be understood that the countries will be proved as favourable in order to obtain more number of skilled and unskilled labours (Debye 2014). Moreover, economists have pointed out that though the GDP rate and buying capabilities of the common people of these countries have been increasing to an extent, unemployment is still a concern. As a result, the availability of low waged labours are more in many of these countries. 
Technological-
Czech Republic along with other east European countries have highly advanced infrastructure. Being regarded as the developed nations, these countries have made significant advancements in adopting new technologies (Dälken 2014). This will be immensely helpful for the expansion of the car manufacturing industries. 
Economical-
Economic growth and expansions are steady aspects of these countries. As the period of recession and great depression in the global economy has been over, these countries are witnessing steady economic growth. Moreover, the governments are also willing to invest more in the research and development.  
Legal-
In order to ensure longer sustenance and smooth functioning of these companies, having a sound knowledge regarding the governmental rules and regulations are highly important (Porter and Heppelmann 2014). In addition to this, the companies should also be aware about the international trade rules in order to maintain business in the global market as well. 
[bookmark: _Toc7728764]Conclusion
To conclude, it can be said that the steady political and social structure has been supportive influences in increasing the sales as well as production of the automotive components within the European countries. Along with the steady law and order, increasing economical growth and favourable governmental rules and regulations are also helping the growth of car manufacturing industries. 
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[bookmark: _Toc7728766]Introduction
In order to understand and analyse the nature of competition, Porter’s Five Forces Analysis can be regarded as an effective tool. In addition to this, in order to increase the organizational sustainability and ensure competitive advantages over other organization, employing effective organizational strategies are highly important. Porter’s Five Forces Analysis is highly effective in identifying the effective organizational tools as well. 
[bookmark: _Toc7728767]Porter’s Five Forces Analysis
In order to access and analyse the competitive environment of the east European countries, Porter’s Five Forces analysis will be an effective one. 
Threat of New Entrants- 
Threats of new entrant can be considered as low in the automobile industries, irrespective of the nature of the market. It can be easily understood that the automotive business need greater investment and infrastructure (Dälken 2014). Hence, the chances of new entrants in this industry are very less. In addition to this, the buyers tend to trust the established brands for their durability and safety features. Hence, new entrants hold very meagre chance to make entry. 
Competition from Substitutes-
In contrast to the meagre chances of having new entrants in the automotive market of the east European countries, the chances of witnessing competition and consequent substitution is significantly high for the automotive industry. As a result of the stiff competition to capture the new market, most of the companies are involved in bringing as well as implementing new technologies (Porter and Heppelmann 2014). In addition to this, these companies are being engaged in improving their infrastructure and considering research and development in a more serious manner. Hence, it can be understood that the chances of substitutions are high for the companies. 
Bargaining Power of the Suppliers-
Bargaining power of the suppliers in this industry will be moderately high. The reason behind the situation is that most of the automotive companies find the cost of switching their suppliers are relatively higher. As a result, the suppliers enjoy moderate amount of bargaining power (Fathali,  2016). However, it is noticed that the suppliers ae unable to exercise greater bargaining power as most of the companies rely on multiple suppliers to ensure smooth functioning of their production. 
Bargaining Power of Buyers-
For automotive and car manufacturing companies, the bargaining power of the buyers are very low. It can be said that the bargaining power of the buyers are nil when it comes to buying purchasing cars. 
Rivalry among Competitors-
As the number of foreign players are increasing, the competition in the automotive industry are increasing significantly (Dälken 2014). Along with adopting new technologies and affordable pricing, the competition amongst the car manufacturing industries are increasing day by day. 

[bookmark: _Toc7728768]Porter’s Generic Strategies Analysis
Cost Leadership- 
As it can be understood that the strategy of cost leadership, an organization aims at becoming a low cost producer in order to appeal to a greater mass (Hilman and Kaliappen 2014). In this regard, it can be said that the strategy of cost leadership will be effective for the car manufacturing companies dealing in the east European nations. Compact and affordable cars have been in higher demand amongst the common users. 
Differentiation-
By taking up the differentiation strategy, an organization will be able to focus on a smaller chunk of the customers. As it can be understood that the companies that are taking up differentiation as their sustainability strategy will be producing cars that have more advanced and user friendly features (Riasanow, Galic and Böhm 2017). As a result, the manufacturers will be producing cars that are costlier than the general low cost cars. 
Focus-
The Porter’s generic strategy points out that by adopting the focus strategies. By adopting this strategy, the manufacturers can narrow down their scope of competition in an industry. The primary reason behind this elimination of competition is that the strategy enables the companies to focus on the needs of a narrow section of consumers and manufacture products accordingly (Riasanow,  Galic and Böhm 2017).  The focus strategy can further be subdivided into two different section that are cost focus and differentiation focus. 
Cost Focus-
By adopting the cost focus strategy, an organization can aims towards achieving cost advantages from the target segments. By implementing this strategy, it has been monitored that the organizations primarily manufacture economy automotive that addresses the needs of larger mass with limited buying capabilities (Rawlinson and Wells 2016). This can be depicted as a useful strategy of the car manufacturing companies that are willing to make expansion in the east European market. 
Differentiation Focus-
In this strategy, the automotive manufacturing companies can adopt the policies of differentiation and that too with a narrower target segment. By adopting this strategy, the manufacturers will be able to exploit the special demands of the buyers. 

[bookmark: _Toc7728769]Features of Major Trading Groups
In order to become successful in the process of expansion in the east European countries, the importance of the local as well as the international trading groups play significant role. It has been noticed that the major trading groups such as NFTA and European Union play highly significant role in the expansion and growth of the manufacturing and automotive industries (Law 2017). In order to analyse the importance of these trading groups in increasing the chances of business expansion, the policies are to be analysed. It can be seen that NAFTA has been supporting the expansion of car manufacturing industries in the east European countries to a great extent. The trading group has taken giant step by lowering the tariffs of importing (Sachwald 2014). This has been immensely beneficial for the organizations as they can obtain raw materials from the suppliers operating in other countries. In addition to this, the trading group has taken significant part in the economic growth of the countries. This has been benefitted the car manufacturing industry along with other giant industries as well. 

[bookmark: _Toc7728770]Global Trade and Business Trend
The global business trend and ever changing market is playing significant role in the expansion and growth of the automotive industry to a great extent. It has already been noticed that the markets in the east European countries are emerging as the significant ones and are growing in a very rapid manner. In addition to this, job demand and availability of skilled workforce in a larger number are creating favourable opportunities for the automotive businesses (Pavlínek 2015). In addition to this, as per the present business trend, the large business organizations are now a days relying on the data available from the data analytics. It can be noticed that previously the industrialists needed to rely on their gut feelings while analysing and predicting the situation of a market. However, at present the technological advancements made by the data analysis, gathering information and assessing the market condition has been an easier process (Froggatt 2017). The automotive industries and car manufacturers can access the information regarding the market condition and economic scenario of the east European countries. In addition to this, by monitoring the global business trend, it can be understood that now a days the consumers can have instant access to the desired product information (Rodwin and Sazanami 2017). As a result, to the advancement technologies, the consumers have become more aware about the products they are using. In addition this, they can access to the information instantly, immediate after the launch after a new component. Moreover, as it can be understood that due to the rapid technological advancement and increasing competition, the companies are increasingly inclining towards research and development in an extensive manner. 
[bookmark: _Toc7728771]Characteristics and Relevance of Key Organizations
It has been noticed that the major organizations that are operating in the markets of east European countries are at present using the country and the market to obtain greater number of skilled workforces that are easily available in this markets, and that too in a very low pay structure. In addition to this, it has also been noticed that the major players are in preference of these markets as their manufacturing units (Sitzmann and Weinhardt 2018). The reason behind this is the favourable political, environmental and legal structure that are highly beneficial and helpful for the production of the automotive components. However, analysts have pointed out that the prominent automotive manufacturing organizations are making only small compact cars for the east European market. These cars are lower in budget and consequently are adept with lesser safety and comfort features (Law 2017). The preference of the local buyers and the economic situation of the country are the major reason behind this. However, it has also been noticed that few companies such as Volkswagen and Audi are assembling SUVs and sedan cars for the east and central European market. 
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International trades and their features influence the expansion of business to a great extent. It can be noticed that the present features of the international trade create great influence on the automobile industries. The primary and most important factor that influence international trade is the immobility factor (Froggatt 2017). It can easily be understood that the factors such as labours, environment and capital are the primary aspects that are immobile in nature. Hence, it can be said that these factors influence the international trade market to a great extent. In addition to this, the import, export, immigration laws and citizenship are some the prominent factors that play influential role in the expansion of the business. In addition to this, the heterogeneous nature of the market and the varied governmental policies and laws create great influence on the international trade (Rodwin and Sazanami 2017). For the automotive industry, it can be monitored that the governments of different European countries are coming forward in order to support the process of business expansion. The role of European Union can also be regarded as highly significant in this regard. 
[bookmark: _Toc7728773]Basic Economic Concepts 
By analysing the present market condition and the economic scenario of the east European countries, it can be said that the market is highly favourable for the automobile industries. Moreover, it has been monitored that the demand of low cost compact cars are significantly high in these markets. Moreover, due to the availability of sufficient supply of the low waged employees, these markets are favourable for the growth and expansion of car manufacturing (Debye 2014). The Czech government has also adopted policies to ensure easy operations of the organizations. In addition to this, it has been noticed that the price elasticity of the suppliers are greater while compared to the western European countries. In addition to this, by performing the cost analysis of the industries, it can be understood that the countries along with Russia and China and have been greater market for automobile industries (Fathali 2016). From the case study it can be noticed that the major car manufacturing companies are planning to use the Slovak steel for the manufacturing of automotive components. In addition to this, Hyundai is building their automobile assembling plant at the eastern corner of Czech Republic. This will boost the Czech economy significantly. 
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To conclude, it can be said that the automobile and car manufacturing industries are witnessing significant growth in the European, especially in the eastern European countries. Russia, Germany and China being the giant manufacturers of these countries. Automobile components are playing influential role in the growth of this industry at the eastern countries. Moreover, technological advancements, steady economic growth and affluent number of low wage labours are creating favourable conditions for the growth of the industry. 
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