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[bookmark: _Toc59125443]Introduction 
Environmental analysis refers to the strategic tools used to recognize every internal and external factor affecting the performance of the organization. About such aspects, this report will undertake an environmental analysis of the car manufacturing sector and evaluate the level of opportunities as well as threats the factors often present. 
(a) [bookmark: _Toc59125444]Explain the major forces shaping the business environment of the car manufacturing industry
The car manufacturing sector includes a broad range of firms and businesses engaged in the development, design, marketing, selling, and manufacturing of motor vehicles. It is the largest industry by revenue across the globe. The automotive sector does not include sectors committed to automobile maintenance following delivery to the customers such as stations of motor fuel filling and shops for automobile repairs (Tyrrell 2020). The mix of marketplace driving the worldwide automotive sales has altered, where external environmental factors have remained core reason to shape the car manufacturing sector for years to come. Aithal (2017) added that the PESTEL model is effective to evaluate the major forces shaping the commerce environment. The changes within the car manufacturing sector of the United Kingdom is recognized under the PESTEL framework application to outline the competency of the automotive firm to sustain profits in the uncertain commerce surrounding. 

   PESTEL analysis of car manufacturing sector of the UK
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Figure 1: PESTEL model
Source: Aithal 2017
Political- The automotive firms have a business in different nations and political tension there could influence sector improvement by limited opportunities accessible to grow in profitable markets. The unsound political surrounding of the UK would mean fewer profits achieved by the automotive firm. Brexit is going to benefit British automotive firms to amplify business image on Britishness notion, nonetheless, barriers in export or import actions mean the costlier process of delivering end goods or services (Minford 2019, July). The 1.92% fee of tariff on manufactured services, imports as post-Brexit affect shape the business market with poor capability of firms to amplify ROI in the UK. The automotive firms need the following 20% taxation rate, government rules, and trading policies to develop industry effectiveness. 
Economic- The COVID-19 has adversely shaped the car manufacturing industry with greater losses, poor car sales, and profit noted during the lockdown. However, the UK with the 5th largest GDP amongst the world and disposable revenue in 369424 GBP million in 2019 has profitably shaped the economy for automotive firms to profitably lead commerce operation of long term. This means automotive firms get an adequate customer base in the industry, where 3.9% unemployment favor human resources being available at the lowest price saving huge profits for the organizations. The presence of 0.75% interest and 2.4% inflation value in shaping the customer income ultimately affecting the car manufacturing sector to face fewer demands of the automobile range (Inflation 2020). The automotive firms need to concentrate on cost-strategies to gain profits within economic downfall. 
Social- The young generation and millennials are shaping the consumer market for automotive firms to customize cars as per increasing user needs. However, the industry might face a poor impact with decreasing sales of automobiles and an eco-friendly consumer base mainly seeking energy-efficient cars (Ariffin and Sahid 2018). This meant that the automotive sector is shaped to deliver products and services of competitive quality and economical costs. The e-commerce platforms and social media are also shaping the car manufacturing sector to invest accordingly to sustain continuous engagement with the eminent customer base and increase brand attractiveness. 
Legal- The car manufacturing firms in the industry need to abide by discrimination, health, safety; employment, and equality laws outlined by the government to sustain industry standards. The employee well-fair legislations, diversity, and need for business ethics are also shaping the business sector to maintain brand value through sustaining transparency in the operations (Oates 2017). Intellectual property law is positively shaping the automotive sector to protect the brand's valuable patent, commerce ideas, and process. The firms in the industry must abide by automotive service standards, industry riles, and consumer protection law to sustain business value. 
Technological- The increasing digital market, value chain digitalization, and disruptive innovation are shaping the car manufacturing industry to invest heavily in the mobility ecosystem (Tyrrell 2020). The doors for the multitude of newest entrants have been opened which offers users the one-stop interface to book, pay, and plan across every mode of transports. The pace of mobility solution adoption has raised the threat for the automotive sector losing visibility of users and grow attention on life cycle administration and user relationship amongst retailers as well as automakers. Overall, digitalization has challenged current employment and workplace practices as staff demand higher mobility, connectivity to satisfy their roles highly effectively, regardless of their functions. 
Environmental- For the automotive sector, aspect of environment protection, social and community wellbeing is shaping the business to remain responsible in the operational practices (Oates 2017). The raising problems of disposed car parts releasing harmful chemicals, gases are affecting firms to sustain profits through emphasizing heavily on CSR actions. The firms need to adopt waste management, recycling, energy-efficient manufacturing, and decrease carbon-footprint to stay relevant to business industries. 


[bookmark: _Toc59125445]SWOT analysis of the automobile industry
The critical technique of SWOT analysis can assist the business or an organization to find several characteristics like Strengths, Weaknesses, Opportunities, and Threats. Also, the SWOT analysis for an industry or company is important and necessary to compete successfully in the market.
Strenght
One of the important strengths of the car industry continuously is a developing industry, in which it always grows and develops. Car is an essential good for people to give a chance to make life easy, work, and travel everywhere. So, the automotive industry changes the quality of life and can lead to success in demand for automobiles.
Permanent innovation and technological progress is another strength that characterized the car industry.
Weakness
About weakness, we can say government regulation, this regulation means excise duty, decreasing numbers of the validity of the registration period, rapidly change the fuel prices. These elements influence the direct and negative progress of the automotive industry. Another weakness that affects this industry is the bargaining power of customers, after a high demand for cars, customers have a large range to select the desired model. This means that clients have power, influence, and make an impact on the competitive car industry.
 Opportunities
Nowadays the automobile car industry is focusing on the development of hybrid and electric cars. Also, a big opportunity that characterise this industry is the increasing demand for cars, this factor has a significant impact and helps to develop a market expansion.
Threats
One of the most important threats is strong competition and fierce rivals in the industry of cars. Also, continuous development and innovation can affect and be and a big challenge for other competitors.

Explain how the industry has changed in the last few years 
The changes in the car manufacturing industry within the last few years could be evaluated effectively through the application of Porter's five forces. Musonera and Cagle (2019) added that five force analyses are effective to understand the changes that the automobile sector has undergone in regards to build a source of competitive benefit and track the rivalry. 
[image: ]
Figure 2: Five force model
Source: Musonera and Cagle 2019
Porter Five forces of the car manufacturing sector-
The threat of newest entries- From the last few years, the automotive industry has changed in context to the poor risk of newest entrants. Musonera and Cagle (2019) discussed that huge investments have remained hard for new entries to set-up the distribution network, manufacturing facilities, and hire skilled workforce, where major barrier found huge rivalry from present brands. While laws were not barriers to the newest entrant early, legal needs have grown within past years, generating an entry barrier. 
Supplier’s bargaining power- In the past few years, the risk of forwarding integration has changed to a minimum level from the suppliers for the rationale of weak bargaining power. The suppliers need to operate as per the regulations outlined by the car manufacturing brands. The car brands like Toyota, BMW, VW, and Ford have huge clout due to the raw materials continuously available within plenty as well as switching from single suppliers to others has not been difficult. 
Buyer’s bargaining power- With the increase in disposable income of people, the interest of government agencies, and corporations buying fleets of automotive, the industry in last few years from low bargaining supremacy of buyers have changed to high bargaining power. Ariffin and Sahid (2018) stated that customers are cost-sensitive and might shift to other buyers who provide better products at the lowest costs. Nonetheless, no buyers either individual small or big corporation buyers pose the risk of backward integrations. 
Risk of substitutes- From the past years to now, there remained several alternatives, substitutes transportation model involving trains, planes, taxis, and buses (Ariffin and Sahid 2018). Nonetheless, nothing could offer the high convenience and accessibility which owning a car does. This factor has changed less in the last few years as owning the car brings prestige to most users. 
Industry rivalry- In the past few years, the industry rivalry across the automotive business has increased due to brands preparing to exit often have to bear huge losses. The market has matured with the industry being large and customer loyalty becoming higher. Musonera and Cagle (2019) argued that brand competes over the basis of design, technology, quality, price, consumer safety, and various other points. From the past years of traditional business processes, the automotive industry has changed to invest highly in R&D, online marketing, digitalization, and overall user experience to enhance user base as well as sales. 
(b) [bookmark: _Toc59125446]Provide a critical assessment of the opportunities and challenges that these forces present 
In context to the critical assessment of the car manufacturing sector and changes that occurred during the last few years, it noted a challenging period for the UK automotive sector. The challenges of the external business environment present force for Brexit looming large, there are escalating global trading and economic headwinds. There is also a challenging factor for the car manufacturing sector to stay head within the worldwide technology race. Nonetheless, there it remains the duration of huge transformation for automotive globally with several opportunities available. For addressing the challenge of technological advancement, autonomous driving and collaborative R&D works remained an opportunity. The UK's automotive sector found investing billion within improving the latest, zero-emission, ultra-low and low powertrains as well as implement the newest technologies like electric cars (Barbier 2020). The ongoing political and economic uncertainty threat the industry position as the international leader were to remain the forefront of the rivalry, the firms require stability along with correct commerce atmosphere to motivate investment. Bentley et al. (2017) determined that the fundamental strength of the automotive sector has not been modified. The automotive industry within the UK generates above £101 billion within the trade, benefit 823,000 jobs, and add to 14.4% of the export economy across the nation (Tyrrell 2020). The nation has some of the major productivity rates within Europe and huge expertise in engineering some of the world's best brands. The ongoing collaboration becomes the opportunity to build the competent commerce surrounding, thriving the marketplace and integrated with the striving automotive-focused trading tactics. The process is evaluated to trigger around 20% rises within the sector's global trading worth value £20 billion, in case the industry could maximize its complete capacity. The industry also has the opportunity to increase its reputation, image, profitability, and productivity by addressing the challenge of responsible business management as well as complete government support (Bentley et al. 2017). The car manufacturing sector must grasp the opportunity of sustainable business and support the transition by investing within better customer incentives and charging infrastructure. The firms must secure the giga-factory within the UK which would support the industry to retain the internationally advanced supply chain of the electric vehicle. 
The automotive industry deals and industrial tactics would help the sector fulfill some of the several international challenges it encounters. It strengthens United Kingdom automotive's partnership along with government, offering a critically required boost to industry-specific knowledge and supply chain. The newest investment would support the industry to keep the nation ahead of designing as well as making connections, autonomous, and electric vehicles. 
[bookmark: _Toc59125447]Discuss how firms can best position themselves to gain a competitive advantage 
In the current hyper-competitive marketplace, businesses are striving to acquire a competitive advantage over rivals. For car manufacturing firms in the industry to gain a competitive edge, the following strategies are better to best position themselves in the market-
Build the business culture which attracts the best talents- The supportive organizational culture support cost reduction and increases productivity (Jamkhaneh et al. 2018). The car manufacturers could position themselves strongly by implementing democratic culture, where consumer intends to purchase more from firms which promote the wellbeing of the staffs. This offers firms a competitive advantage. 
Adopting the newest technologies- The rapid technology breakthrough is transforming the offices, products, and factories. Nazir et al. (2020) added that firms to strongly position themselves in the car industry need integrating AI, 3D printing, intelligent robotics, combined with the latest methods of data administration going to support supply chain and manufacturers to save time for important operations. These technologies are effective to obtain a competitive advantage by boosting productivity, decrease costs, waste, and respond effectively to customer demands. 
Embrace digitalization: The car manufacturing industry by embracing digitalization of business processes is going to acquire £6.9 billion annually by 2035, with a total advantage to the broader economy of £74 billion (Tyrrell 2020). Digitalization helps to obtain a competitive edge by decreasing machine downtime, plant maintenance, allow rapid product planning and higher accurate forecasting of user needs. Additionally, the customers are attracted through higher personalization level of automotive, more connectivity, product content, services are responsive and less time for the newest model is encountered. 

[bookmark: _Toc59125448]Conclusion 
In affirmation of the study, it is concluded that the car manufacturing sector has changed over the past few years. From the conventional way of leading automotive business, the industry has changed rapidly to adopt the newest technologies, undergo digitalization and opportunities are available to be strategically used to gain competitive benefits in the market. 
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