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[bookmark: _Toc48231458]1.0 Introduction
Environment plays a detrimental factor for businesses, and environmental analysis is considered as strategic tool which is utilized to identify the “external and internal” factors that can affect the performance of an industry or organization. Strengths and weaknesses of the organization can be identified from the internal factors, while the external factors determine the opportunities and threats towards the organization. The internal assessment is used to analyse customer satisfaction, employee performance, cost, maintenance, etc. The external insights provided are to check if they respond in a positive manner and are aligned with the objectives of the organization. With the help of the assessment, an organisation can determine the possible threats and, thereafter, plan strategic actions for survival and identify opportunities, such as market share, new product categories, and prospective customers. For the best plan of action, organizations need to have a consistent source of information to conduct an environmental analysis. The main objective of detailed analysis is to ascertain whether the targets and goals defined by the organization are achievable or not. This report studies how environmental factors affect the car manufacturing industry and their impact on it. To analyse it thoroughly, tools like the PESTEL model, SWOT and Porter's Five Model are used to make assessments.  

[bookmark: _Toc48231459]2.0 Explaining major forces influencing the environment of car manufacturing business
Every company regardless of their nature of business deals with various forces which shape their business environment. In a car manufacturing industry, there are many major factors which influence the company's strategies and decisions, which in turn affect the overall performance of any company within this industry. The industry is affected by internal factors, also known as the Micro-environmental factors include the company's employees, competitors, media, suppliers, customers, and shareholders, whereas the external factor includes “political, economical, socio-cultural, technological, environmental and legal factors."
[bookmark: _Toc48231460]2.1 Macro-environmental factor

	Political
	· Trade barriers set by the government of any country affect the business to set-up their units in the international market. The policies, relationship with the fellow country on political grounds hugely impact the business environment.
· Increased oversight by government, higher control, results in high pressure on the business operating in the international market. Also, political stability is very important for a stable business environment, and an unstable political environment results in chaotic policy changes, which lead to disruption in supply chain and problems in manufacturing and sales units.
· For example, in “the Asia Pacific”, the political scene has generally persisted stable, heading to increasing sales and revenues for Hyundai (a company from South Korea) from these markets (Xinhuanet, 2020).

	Economical
	· Economic factors, which include interest rates, unemployment rate, disposable income, GDP, exchange rate, and the inflation rate is one of the major factors that affect the car manufacturing industry.
· At the same time, the car manufacturing industry has a big impact on any country's economy as this industry uses many raw materials, and hence it creates a market for those raw material industries.
· Also, the more economically a country is developed, the more people there invest in luxuries like cars, and it adds to the development of this industry.
· For instance, after the recession period, a few years back in the Asian market, there was a surge in economic activity, and that led to the increased sales of Hyundai vehicles.

	Social
	· Social factors also include the cultural aspect, with new trends coming up in social factors forces the companies to change their strategies to get in sync with these social trends.
· Manufacturing units are designing their promotion and marketing strategies to cater to the local societies around and cultures of different markets in it. Demographic composition and changing lifestyle also affect people's buying habits.
· For example- the millennials are more attracted to stylish cars and not just old fashioned ones, they just not want to fulfill their transportation needs but also something that suits their lifestyle. Changing daily lifestyles affects how brands design their cars.

	Technological
	· In the 21st century, technological factors have a greater impact on the car manufacturing business as the customers of this generation are more tech-savvy and are aware of all new technological advancements. They judge the product before buying it; as a result, the industry is pushed to develop new technological features and also to incorporate them into the products.
· For instance, Hyundai is investing a lot in development and research; it makes huge investments in “R&D” and multiple areas, containing automated driving and sustainable vehicles, and AI (overdrive, 2020). 

	Environmental
	· Also, keep in mind the need for a clean environment, today's car manufacturers are facing a high pressure to make cars that are environmentally friendly and safer than before (Racz et al., 2018).
· Every country today is creating strict laws to check the growing air pollution done by vehicles, and hence it keeps the manufacturers on their feet to produce cars that have less carbon emission. 
· This is why brands like Hyundai are focusing on producing hybrids and vehicles that can operate on electricity.

	Legal
	· Even a car manufacturing industry can get into copyright issues, features of a car, it's design, the shape can be safeguarded by copyright, patent laws, or trademark.
· The legal net has been growing in recent times, be it labor laws, environment laws, following government policies, taxes, etc. have made it oversight pretty tight. Now the companies are more focused on product quality, passenger safety, and environmental friendliness to sustain in the market. 



Table 1: PESTLE analysis of the automotive industry
(Source: Self-created)
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Fig 1: Micro-environmental factors
(Source: Google, 2020)
· Employees - A company is formed by its employees, and they are the driving force for this industry. 
· Customers - In this industry, customers have financial strength; if they have more power, they make big purchases, the customers and company relationships decide the company's position in the market (Nieuwenhuis, 2018). Like Ford, Hyundai has a huge and loyal customer base, and thus it creates a higher position of the company.
· Shareholders - Shareholders are one of the most important aspects of the industry. The global automotive sector is huge, and every organization requires financializing. Shareholders are the individuals who get influenced by the company's profit as well as loss. They invest their money and time in a company's operations.
· Suppliers - Suppliers in this industry have less power because mostly they are not as big as a car manufacturing company; also, manufacturers get materials from different parts of the world.
· Media - Media is a medium to reach customers for the industry and to make customers informed about their new developments and features (Suraraksa and Shin, 2019). The form of media has been changing, and companies need to go along with changes to communicate with their customers via the new mediums. Example presence on social media today is very much important to reach the consumers (Cudny and Jolliffe, 2019).

· Competitors - Competition is fierce in this industry, any production technique which turns out to be cost-effective is copied very fast, and there is not much differentiation of products within this industry.


[bookmark: _Toc48231462]2.3 Changing process of the car industry in the past few years because of the changes in the business environment 
The car industry has transformed from being technical to a social commodity over the years. They have restructured fundamentally, and car manufacturers are no longer looking at cars with a viewpoint of production. They are looking at it as a commodity that is shaping lives and making it more enjoyable, efficient, and safe. The dynamic industry is unrecognizable every ten years. The two major factors that affected the changing process of the car industry are,
1. Globalization - With relaxed trading policies, there has been an increase in investment in the industry. There has been a growth in independent auto companies across the world. Globalization is the reason behind UK' Jaguar's Land Rover ownership changing to the Indian manufacturing company, Tata, and Sweden's Volvo being sold to a Chinese company called Geely. Over a period of time, there has been a ten-fold expansion in car production in China, Brazil, and China. 
2. Technological advancements - Technology has redefined the industry. Consumers have options of choosing the kind of car they like, from fuel to electric to hybrid. Cars have evolved in terms of driving experience and functionality. The 21st century has given birth to autonomous technology in the sense that cars are more interactive and have features like radars, cameras, and lidar technology for a safer journey.

[bookmark: _Toc48231463]3.0 Critically analyzing the challenges and opportunities
[bookmark: _Toc48231464]3.1 Opportunities and challenges

SWOT-analysis helps companies for analyzing their “strengths, weaknesses, opportunities, and threats”, which can affect the organization's objectives in the long term and short term. In the study, the SWOT of the car industry shall be evaluated, and their opportunities and threats shall be discussed in detail.

	Strengths
· Increase in wanting quality of life
· Product Innovations
· Growth in developing nations
	Weaknesses
· Fall in growth rate
· Low bargaining power of consumers
· Changing government policies and regulations

	Opportunities
· Market expansion
· Sustainability
· Changing lifestyles and preferences
	Threats
· Increase in competition
· Pandemic
· Fluctuating fuel prices



Table 2: SWOT analysis
(Source: Self-created)

Opportunities - The Global Automotive Market 2020 has reported that the car industry will rise from a market share of 75.09% in 2017 to 2.9% CAGR. With the rise in urbanisation and per capita income, there will be a rise in demands in tier 2 and tier 3 cities across the world. The changing lifestyles of people, in terms of the standard of living and availability of credit cards, will play a major role in driving the increase in production. China, Germany, and the US will continue to lead in production and sales; therefore, car manufacturers and owners have the opportunity to collaborate and invest in these regions to help them achieve a competitive edge in the market. As the recent pandemic has changed the overall mindset of people, consumers will be more inclined towards purchasing sustainable vehicles than investing in services that are harmful to society and the environment (marketwatch, 2020).

Threats - The global pandemic has hit the industry quite badly. Car manufacturers have to face a shortage in components parts as China's production capacity has decreased. This shall lead to relocation and disruptions in the global supply chain. There will be a rise in domestic car manufacturers, which shall result in an increase in competition. Globally, the fuel prices were crushed, but the consumption has fallen drastically because of the rise in work from home culture.

[bookmark: _Toc48231465]3.2 market analysis to gain a competitive advantage
By analyzing the “Porter’s five forces," brands in the "car manufacturing industry” can develop their market strategy:
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Fig 2: Porter’s 5 forces
(Source: Önören, Arar and Yurdakul, 2017)
· “Threats of new entrants (Weak)": This is not easy for companies to enter this industry, because of the huge financing needed for developing a suitable car brand. A large amount of investment will be needed, at the beginning stage for developing the manufacturing systems, the network for distribution, and for hiring the best employees. Another vital difficulty is competition from available companies. Legal requirements and law have emerged in recent times, creating more "barriers to enter." Also, reputation and brand image can be vital issues before new businesses. Equity and reputation are some main opportunities for available brands.
· “Supplier’s bargaining powers (weak)”: Supplier’s power of bargain in the car industry is comparatively weak. Most of the suppliers are very small players, and only a few suppliers are very noticeable in size (Ferràs-Hernández, Tarrats-Pons, and Arimany-Serrat, 2017). However, most of the suppliers have to act based on the rules and regulations developed by car manufacturing brands. The brands such as Toyota, VW, and BMW carry extreme clout because of the availability of the raw materials for them, and these brands can switch to any supplier at any time.
· “Buyer’s power (moderately strong)”: For buyers, it is not difficult to switch from one brand to another. Again, buyers can utilize alternative forms of transportation (Brito and Miguel, 2017). Consumers are sensitive about price and can easily move to another company that provides a better service at a lower cost. So, it can be said that the bargaining power of buyers is "moderately strong." Companies focus on establishing consumer loyalty through quality, design as well as by providing competitive prices.
· “Threat of substitutes (weak)”: Multiple alternate transportation modes and substitute brands are available. However, substitutes like planes, busses, taxis, and trains cannot give the type of convenience and accessibility that owning a car does. That is why; this threat is comparatively weakened (Khan and Haasis, 2016).
· “Competitive rivalry (very strong)": In this industry, the number of influential companies is very low. However, barriers to exit are high. When a business tries to exit, it has to face huge losses. The consumer loyalty level is very high in the automotive sector. All these factors intensify rivalry for market position. Organizations compete on design, price, quality, consumer safety, technology, and many other points. In short, in the car manufacturing sector, the level of competition is very strong.
[bookmark: _Toc48231466]4.0 Conclusion
The car industry with a wide range of organizations and companies worldwide, the industry has evolved in regard to the design, development, manufacturing, and selling of cars. It was predicted that by 2025, the industry would see a significant rise in production, but given the current scenario of Covid-19, many dealers have closed their branches, Nissan has reported fall in their market share, and people have lost jobs. This has led to unpredictable times; therefore, the industry needs to evaluate each and every step before venturing out in the market to protect their goodwill and their own personal interests.
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