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[bookmark: _Toc87999913]Introduction
The automobile industry is performing in a dynamic business environment. The external forces in the macro business environment shapes the operations and decision making of the industry. These forces influence the industry in its profitability and sustainability. This report aims at evaluating the global business environment of the automobile industry. To analyse the external forces in business environments it will conduct PESTEL analysis of the chosen brand Jaguar Land Rover (JLR). It will also evaluate the company’s competitive analysis through SWOT analysis and five forces model. It will also provide justifications of the reasons behind trading in the international market by the company. The report will include the market structure that affects the decision making of the company. 
[bookmark: _Toc87999914]Overview of Jaguar Land Rover 
Jaguar Land Rover (JLR) is a multinational automobile manufacturing company headquartered in Whitley, UK. It was acquired by Tata Motors in 2008. It manufactures luxury vehicles and sport utility vehicles. It has employed more than 39,000 employees working at different plants. The USA and other European countries are the major market for the company. Its net revenue is £0.422 billion as of 2020. Jaguar’s major competitors are Mercedes, Maserati USA, Aston Martin, Audi etc. 
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There are some crucial factors that affect the Jaguar’s business activities. By applying PESTEL analysis, Jaguar can determine such major forces and develop strategies to achieve growth. A description of PESTEL analysis for Jaguar is given below: 
Political factors: Political factors that have a great impact on the business environment are laws, policies, rules and regulations which are imposed by the government. Political stability in the UK has facilitated Jaguar to run its activities smoothly both domestically as well as internationally. Changes in taxation on fuel consumption or other taxes are also influencing factors that affect the Jaguar in manufacturing and selling their products (Matovic, 2020). For instance, the government imposed supercharge V6 AWD annual road tax is £340. The frequent changes in the tax level also have an effect on the decision-making process. Recently the vat rate in the UK has been increased to 20% for which JLR's price increases. The laws and regulations for traffic systems enforced by the government also control the operating system of the company.
 Economic factors: Economic factors like inflation rates, foreign exchange rate, income level, purchasing power create an upturn or downturn situation in the development of the company. Due to declining sales in China the demand for diesel cars declines gradually and Jaguar makes a loss by 13% (www.bbc.co.uk. 2021). The changes of investment by government for car industry and unstable demand of customer for different features car also affect the advancement of Jaguar 
Social factors:  Understanding social factors like demography, social norms, cultural diversity, trends, customer’s spending patterns can assist the Jaguar for offering appealing products to potential customers. Due to Covid-19 pandemic, the capabilities and tendency of customers for buy cars has been adversely affected (Kerr, 2020). In this situation JLR is facing challenges but it’s still working to overcome the situation. 
Technological factors:  Jaguar is working on improving design and specification in producing parts and other accessories by using unique technology. It is providing a clear vision of 5 cameras and 14 censors that is interactive with 360-degree view (jaguarlandrover.com, 2021. Presently it’s using Edge cloud technology and DevOps techniques that is making driving easier for customers. 
Environmental factors: Jaguar is concerned about manufacturing vehicles in a decarbonisation process that aims at reducing CO2 by 46% per automobile (Harrabin, 2020). It is focusing on producing fuel-efficient automobiles that is cost saving for customers as well as is effective in decreasing the adverse impact on the environment. Besides, to ensure minimum wastage, Jaguar uses recyclable materials that are eco-friendly.
Legal factors: Jaguar works on following trade laws and makes its patents and copyrights registered. Recently, Jaguar faced a legal challenge in getting trademark rights for its latest product that failed. Moreover, Jaguar must ensure following consumer protection laws and laws for energy consumption. 
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Figure: SWOT analysis of Jaguar
Strengths
· Jaguar Land Rover is popular for manufacturing luxurious cars in the world.
· The company has a huge workforce of more than 39,000 with skills and expertise.
· Tata motors has acquired the company. Tata’s brand value has added trust and pride to the company. 
Weaknesses
· Jaguar has less range of cars than its competitors. It sells only luxurious cars which limits its sales. 
· Although it got popularity in the UK market, it failed to capture the market in Japan and Germany.
· It has only a few models and its vehicle’s prices are high. 


Opportunities
· The company can target developing markets such as the Indian and Chinese market to obtain untapped capacity of the customers.
· It can acquire companies to expand its client base and increase its profitability. 
· The new feature in the automobile industry is hybrid technology. The company can focus on this area. 
Threats
· The company has strong competitors in the market like Aston Martin, Mercedes, Audi etc. who have target similar audiences. 
· The UK government is focusing on fuel friendly technology (Harrabin, 2020). Consequently, new regulations and laws are imposed. This puts challenges on the company. 
· Financial instability such as inflation, economic downturn, recession affects the purchasing behaviour for luxurious products.
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Through the five forces model, Jaguar’s competitive position can be analysed. The model will evaluate five major forces that determine competitiveness of the company in the industry. 
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Figure: Porter’s Five Forces analysis of Jaguar
Threat of entrants: Low
The threats of new entrants in the luxury car industry are relatively low for JLR as the economies of scale is difficult to achieve. According to Yunna (2014), it is difficult for the new entrants to set up new business in the automotive industry. As JLR has large capital it can gain economies of scale by producing differentiated products. 
Bargaining power of supplier: Low
There are numerous suppliers of raw materials for the automobile industry. This puts in a weaker position to the suppliers to have control over the prices of raw materials. Jaguar collects its raw materials from more than 2,600 suppliers from different parts of the world. It spends £13 billion annually in material purchase. 
Bargaining power of buyer: High
The number of suppliers in the automobile industry is increasing which puts in a stronger force to the buyers against the suppliers. Moreover, luxury products like cars have limited customers’ range (Dälken, 2014). However, Jaguar can tackle this by focusing on differentiation and innovation to attract customers. 
Threat of substitutes: Low
There are few substitutes available in the industry where Jaguar operates its business. Jaguar manufactures differentiated and luxurious cars which are of high quality (Bruijl, 2018). This indicates threats of substitute products are low in the automobile industry.
Competitors’ rivalry: Moderate
Although Jaguar has giant competitors like Aston Martin, Mercedes, Audi, Mazda etc. in the industry the threat of rivalry is moderate as it is owned by Tata Motors Ltd. Moreover, its products are highly differentiated consequently it is difficult for the competitors to win the customers of it. 
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An effective chain in the activities of Jaguar enables it to create value in the market. The company’s activities are evaluated in below:
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Figure: Value Chain Activities. 
Primary Activities 
The primary activities in the value chain involve manufacturing and selling cars to the target customers (Ahmed and Sharma, 2006). The company perform five generic primary activities which are explained in below:


Inbound logistics
It is very crucial to build relationships with the suppliers to ensure the flow in the supply chain. Jaguar has more than 2600 suppliers around the world. It maintains relationships with the suppliers to collect, retrieve, store and distribute raw materials.  
Operations
After collecting the raw materials, the company begins the manufacturing process to convert the raw materials into finished goods. Designing, machining, assembling and testing falls under this category.
Outbound Logistics
The outbound activities involve delivering the final products to the customers. Jagua undertakes outbound activities through channel partners, distribution network, wholesalers, retailers, dealers to fulfill scheduling and warehousing. 
Marketing and Sales
Marketing and sales are the most crucial activities in the value chain to reach target customers (Ruan, 2020). The marketing department of Jaguar performs advertising and promotional activities to promote new cars with latest features to the target customers.  
Services
Jaguar offers both the presale and post sale services to the customers that create customer loyalty. In the case of luxury products, post-sale service is crucial to meet customers’ needs. The company offers warranty, repairment services and maintenance services to the customers. 


Secondary Activities
The support activities performed by Jaguar aim at facilitating the primary value chain activities. the company performs the following supportive activities.
Firm infrastructure
Jaguar has several distinctive departments such as production management, accounting, finance, Human resource management, marketing and sales department to carry all the primary activities within the company. 
Human resource management
The human resource department performs all the activities to manage its workforce such as recruiting, selecting, training, motivating, appraising and performance management. The management appraises and motivates its employees to maximise productivity and efficiency.
Technology development
Jaguar adopts latest technologies to upgrade designs and quality of the cars. It's All-wheel Drive (AWD) is used to monitor and control wheel’s speed and traction in order to provide greater stability and composure in all conditions. 
Procurement
The company carefully considers its procurement supports to optimise its supply chain, operation and outbound value chain activities. 
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According to Feenstra (2015), the international market offers greater scope for the business to enlarge its capacities and market by assessing the resources available in the target market. Jaguar also adopted an international expansion strategy to accelerate its business activities and profitability. Here are several reasons for the company to engage in global trade. 
To assess technology: In international market business gets free access to the technology available in the market (Redmond and Nasir, 2020). Jaguar adopts technologies and innovation from the foreign markets that avail opportunity to it.
To increase sales: Jaguar manufactures luxurious cars and targets customers of developed countries. International trade enables the company to capture the customers from developed countries who can afford its luxury cars. 
To obtain economies of scale: The company can have economies of scale as the UK market offers tariff free market, stability in currency, exchange rates and favourable regulations. 
To enhance supply chain flow: International trade offers scopes for the company to ensure supply chain activities with efficiency as there are numerous suppliers in the foreign market. 
Jaguar is driven to trade in the international market to increase its efficiency and productivity with the integration of technology and innovation. Thus, it can be able to ensure its growth and sustainability in the industry. 
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The microeconomic foundation defines how Jaguar makes choices to allocate and utilise its resources by analysing consumer demand, production value and opportunity costs. The macroeconomic foundation is based on the national GDP, GNP. Unemployment, inflation, savings and investments. Jaguar manufactures and sells luxurious vehicles which are highly dependent on the income level, disposal income and spending behaviours of the customers. 
For instance, during the Covid-19 pandemic world’s economy has been adversely affected. The consumption of luxury products declined by 20-30% during the Covid era (Kerr, 2020). Such unprecedented decline has influenced greatly on the financial performance of Jaguar. 
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Market Structure and Its Impact on Jaguar
There are four major market structures that determine the interrelationship among the sellers. The market structure of Jaguar where it operates are stated in below:
	Market structure
	Nature of products
	Degree of price control
	Barriers to entry

	Pure competition
	Differentiated
	No 
	No

	Monopolistic
	Slightly related
	Small
	No 

	Oligopoly
	Homogeneous
	Small
	Moderate

	Pure monopoly
	No substitutes
	Significant
	Significant
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Conclusion
Jaguar operates its operations in a dynamic business environment in the automotive industry. With its differentiated cars it can gauge the opportunity in the foreign market. As the barriers for new entrants in the market are high and it has multiple suppliers, the company can mitigate the bargaining power of purchasers and the challenges from the competitors. However, Jaguar needs to focus on its pricing strategy to capture more customer segments that will enable it to enlarge its market and profitability.
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