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Major forces shaping the business environment of the car manufacturing industry
The automotive industry is one of the most dynamic markets in the world economy and this has been the case for decades. However, this industry is experiencing significant changes that are in ways disrupting how the industry is perceived as a market and the whole essence of the necessity for innovation to meet the ever-changing public demands and global economic trends. The industry is being shaped differently by economic factors such as interest rates, unemployment rates, disposable income, inflation, and gross domestic product (GDP). These factors are significant as they impact how businesses operate and make decisions. 
That being said, it is generally accepted that the industry is likely to witness even more changes in the next decade than it has since the turn of the century. For automotive manufacturers, this is the perfect time for comprehensive responses in their businesses and operations with an eye on retaining their relevance and competitive advantage (Kuhnert, Stürmer, and Koster, 2018). The mix of market shifts that are changing the global automotive business have led to significant shifts in markets such as the US, Western Europe, and China. The pace of global vehicle sales has been pipped to slow down over the next few years, however, but this slow down is not expected to change the course the market is taking in general. Some of these market shifts are explained in subsequent paragraphs (Kuhnert, Stürmer, and Koster, 2018).
Acceleration in the pace of disruptive innovation
The automotive manufacturing industry is one of the fastest changing markets in the world and much is can be attributed to disruptive innovation. Rapid evolution of the shared mobility is one such an innovation which has proven that asset-light business models are beneficial and have the ability to be rapidly deployed across the globe. Resultantly, new entrants in this market are also proving that the nature of the automotive industry as a capital-intensive industry is becoming a liability that continues being a barrier to entry (Miller, 2017). These new entrants have also been boosted in their quest for entry and success in this industry by the new requirements for individual and urban mobility based on asset usage; some of these entrants being journey planners or mobility aggregators providing consumers with a one-stop interface to plan, book, and pay across ant mode of transport. In response to this market shift, vehicle manufacturers are driven towards increased collaboration with suppliers and competitors, and even with entities beyond the market. Electronics account for between 35% and 40% of an average car’s production cost and in the current market environment, these account for 90% of vehicle innovations and new features (Miller, 2017).
The battle to own relationships in a digital market
Personal vehicles continue to dominate mobility and the market is still far from the tipping point at which services start generating more revenues than vehicle sales. However, the pace of adoption of different mobility solutions raises the risks for the automotive industry losing its visibility of consumers and has thus brought about the discussions on customer relationship and life cycle management among automotive manufacturers and retailers. In the end, both mobility service providers and motor vehicle manufacturers will be required to come up with innovative ways to retain the loyalty of their customers when they can no longer tie the consumers down with capital investments or contracts to a specific service provider or brand (Kuhnert, Stürmer, and Koster, 2018).  
Customer habits make up a significant force of change in the automotive market today. It is estimated that the expected global revenue for car-sharing services will hit a peak of $6.5 billion in 2024, up from the $1.1 billion value of the same services just five years ago in 2015 (Miller, 2017). In this essence, the consumers purchasing decisions for every ride they take in a vehicle are influenced by a number of factors that include comfort, ease of use, availability, pricing, and reliability ratings. This means that customer behavior with regards to purchasing decisions has shifted from the traditional aspect where brand perception, total cost of ownership, and the driving experience were considered to be the principal considerations (Kuhnert, Stürmer, and Koster, 2018). 
Digitization across the value chain
Almost every aspect in global commerce today is changing to accommodate varying levels of digitization. The availability of more data and the need for increased connectivity introduce sophistications across the value chain and these have had an impact on the entire market ecosystem (Kuhnert, Stürmer, and Koster, 2018). The power of digitalization to interrupt how the global market operates is enormous, ranging from the exploration of more opportunities to monetize the consumer end to the application of robotics in the workplace to transform the entire process of vehicle manufacturing. When properly managed and applied, digitalization can be a great source of competitive advantage to automobile manufacturers, and it can also be a source of significant economic risks if it is unmanaged (Kuhnert, Stürmer, and Koster, 2018). 
In 2020, 37% of all data generated in the industry is potentially ready for analysis, which is a 15% increase from the 22% of data that was generated and analyzed in 2013 (Miller, 2017). Digitalizing the workplace and employment places is a shift that is being increasingly adopted in the industry as the employees demand greater connectivity and mobility to meet the demands of their roles more efficiently (Kuhnert, Stürmer, and Koster, 2018). This digitalization has also enabled disruptive entrants into the market to leverage their customer relationships and drivers to increase their revenue through ride-hailing, car-sharing, and ride-sharing markets. While the automobile manufacturers, suppliers, and connectivity brands have been leveraging their access to market data to drive innovation, not many have been able to create additional sustainable revenue systems, but similar trends can only open up the market further in the future (Kuhnert, Stürmer, and Koster, 2018).
Secure resources for business continuity
The innovation in global mobility markets has been outstandingly rapid and this has been a challenge for automotive brands in these markets to not only be able to keep up with innovation trends but also to be able to predict the future directions the industry is pipped to take (Kuhnert, Stürmer, and Koster, 2018). Being in a position to correctly predict the future of the market and taking the initiative to move ahead of the competition is a significant source of competitive advantage for any vehicle manufacturer or retailer. The rapid innovation and increase in the prevalence of diverse collaborations have caused fresh challenges in capturing valuable IP from innovations across the company and in formalizing the ownership of the IP and inclusive collaborations with third parties (Kuhnert, Stürmer, and Koster, 2018).
Particularly, new technologies that have witnessed widespread partnerships have caused an increase in the risk of patent litigation for automotive manufacturers and suppliers alike. Such technologies include alternate powertrains and connected and autonomous vehicles (Kuhnert, Stürmer, and Koster, 2018). Changes in demographic aspects of the industry and the focus of almost all parts of the market on new technologies are disrupting the traditional knowledge and practice of operating within this industry. Essentially, this industry is experiencing early retirement schemes and with an aging workforce, these two factors are draining the engineering knowledge in most mature markets within the industry. However, the industry still prioritizes looking for information, noting that the expenses used for R&D in 2020 are $114 billion, which marks a whopping $34 billion increase from $80 billion in 2014 (Miller, 2017). 
Diversity of unpredictability
The automotive industry is experiencing numerous sources of unpredictability, which also come in diverse forms. The number of regions experiencing significant changes in their political environments is increasing every year, and this comes at a tome when terrorism, interstate conflicts, and social tensions in many parts of the world are on the rise too (Kuhnert, Stürmer, and Koster, 2018). While most vehicle manufacturers have already established a footprint in most parts of the world, they are being thrown at the challenges of local volatilities which include foreign exchange, raw materials, and financial markets. Essentially, when the price of raw materials and the value of currencies are volatile, the impact on the manufacturer’s profitability is direct and significant. Volatilities in the financial markets also impact on the consumer demand, valuations, and refinancing costs. All these impact on the profit margin of the company as they influence the normal business operations in general (Kuhnert, Stürmer, and Koster, 2018).
Protectionism in the developed nations has been on the decline for decades now, but recent recession and political tensions that include Brexit, dissent within the EU, changes in the US political landscape, and most recently, the impact of Covid-19, are likely to necessitate new protectionist measures to protect and attract investments in business services, manufacturing, and technology innovation. It is significant to note that a quarter of the world GDP is constituted the economies that use negative interest rates for survival (Miller, 2017). Thus, there are different volatilities of diverse natures that all have an impact on the way the global automotive market (Kuhnert, Stürmer, and Koster, 2018).
Critical assessment of the opportunities and challenges that these forces present and how firms can best position themselves to gain a competitive advantage. 
Having covered some of the forces of change in the automotive industry in the preceding sections, the subsequent paragraphs detail the strengths, weaknesses, and opportunities in this industry. The following is a Porter’s Five Forces analysis of the industry:
Competitive rivalry between existing players: High
The automotive industry is a very competitive market and although the market has been dominated by three major auto manufacturers from the United States and a few Japanese and European brands like Toyota and Volkswagen, the situation is fast changing. There is a growing demand in the emerging markets and competitors such as China and India are entering the fray and driving an intensified price competition. Competitors are looking to outmatch others through focus on price, safety warranty, and financial services among others (More, 2020).
Threat of New Entrants: Medium
The entrant barrier in this industry is significantly high because it is an industry that demands massive capital investments and technological requirements. However, this has not put off new companies as there is an increasing number of automobile manufacturers in Asia and China as a result of the economic expansion and growing demand in these regions. These entrants, though, are in the development status and will need a long time to catch up with the leading companies in terms of technology and brand popularity (More, 2020).


Threat of Substitutes: Low
Automotive customers could opt to switch means of transportation instead of using automobiles; the options available include buses, bicycles, and railway transport. However, the use of personal vehicles remains the favorite choice for most consumers despite this choice being relatively more expensive than the other alternatives available. Automobiles are a favorite choice for most people because of their flexibility and adaptability, comfort, and convenience. These strengths keep the threat of substitutes low (More, 2020).
Bargaining power of suppliers: Low 
The component suppliers in this industry have little bargaining power since the manufacturer has the options of switching from one supplier to the other with ease. On the other hand, these components are generally low in value and thus, the suppliers find it difficult to bargain with the manufacturers (Ashamalla, Camp and Abel, 2011). 
Bargaining power of customers: High 
Due to the intensity of competition in the industry as highlighted above, customers have a high bargaining power because of the choices available to them in different brands and models. Customers are driven by quality, safety, appearance, comfort, and price of the vehicle, and in recent years, the customers have increasingly grown more concerned about the environmental impact and energy efficiency of the vehicles they purchase. The industry has to respond to these demands and that makes the customers’ bargaining power to be high (Ashamalla, Camp and Abel, 2011).
Due to the nature of the industry and the global market for vehicles, manufacturers have to be at their best to gain and sustain their competitive advantage. Most significantly, the companies that want to become leaders and remain relevant in the market have to be aware of consumer trends in the market and respond to these trends in time before everyone else catches up with them and reduces their competitiveness (Ashamalla, Camp and Abel, 2011). In recent years, more customers are looking to purchase vehicles that are comfortable to drive but also which have lesser adverse impacts on the environment. The result has been motor vehicle manufacturers introducing different powertrains as they seek to balance between performance, range, and reduce emissions. In this aspect, the companies that will edge others out of the game in the long run will be those that incorporate powertrains that require less energy, have less emissions, and which do not compromise range and performance (Ashamalla, Camp and Abel, 2011). 
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