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The business environment needs to have effective business elements that can make the entire business environment either effective or ineffective. For assessing the effectiveness of the business environment, it is required to conduct macro environment analysis that is also considered as an external analysis through which it can be identified whether any factors that have profound impacts on the business or not. In this report, for identifying the factors that have crucial impacts on the business environment or industry, it will be tried to conduct PESTEL analysis. Besides, it will be tried to identifying the business conditions in the range of high to low via conducting porter’s five force model considering the case of the automotive or car industry in the UK. 

[bookmark: _Toc49024931]PESTEL forces in the case of the car industry of the UK
This type of analysis is usually envisaged as the analysis over the macro environment of a particular industry or sector where this analysis indulged in identifying miscellaneous factors surrounds the business environment of a specific industry of the business (Caprotti, 2012); such factors are categorized into a different environment, for example, interest rate, inflation, fiscal and monetary policy, market demand and supply form economic environment and new technology or the upgrade of an existing technology form technological environment. Like these two environments, PESTEL analysis helps in assessing the impacts of several environments and their influencing factors, like social, technological, legal, and environmental factors (SALONER, 2018). Now, this PESTEL analysis is going to be described below with deep and prudential insights on the car industry in the UK. 
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Across this globe, the UK is regarded as the safest and most secured places for doing business where the country is ranked as the world’s 5th largest economy after France, Germany, and the USA. Especially, it is found that the country has arranged so many facilities as well as opportunities for the existing businesses and new start-up (Geroski and Murfin, 2010); by grabbing those opportunities those businesses have successfully formed the entire country as the safest place for doing their businesses where the UK has a noticeable business index that has made the country as one of the highest-ranked countries around the world where every law related to the business is generated in the UK and the country has pro-innovation regulators, effective market infrastructure, and the country follows the gold standard in corporate governance standards (Geroski and Murfin, 2011). In the UK, laws for labor and employment is more flexible than any other country that helps businesses to become successful in the field of business. 
The automotive or car industry has been flourishing itself by getting divergent benefits of the factors identified in the business environment of the UK (Abdullahi and Zainol, 2016). This industry has one of the largest contributions to the entire economy that has become £82 billion turnovers at the end of 2019 and it exports cars to other countries that is 14.4% of the total exports of the country. The entire industry manages employment for more than 8 lakh people in the UK including both local and immigrant of the country (UK RPI 2019 | Statista, 2020). 
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Considering the brief of the business environment of the car industry in the UK that has great impacts on the whole economy of the country, this analysis is now going to be conducted that will help in identifying different factors of business environments. 
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Figure 1: PESTEL analysis
Source: (SALONER, 2018)
Political Environment
It is politics that is a universal activity affecting the business environment of the business in diversified ways; political systems along with systems as well as procedures provide deep insight and impacts into the business decisions, especially into the complexities of the whole business environment where this term is regarded as the procedure provides aid in determining different factors like conflicts that need to be contained, modified, delayed as well as postponed in divergent social activity (Piezunka, 2016). The UK has a democratic system where conflicts are settled via rational discussion, especially between various parties for having an effective solution (YUEH, 2018). Political stability is quite good and stable in the UK but the government of the country has decided to exit from the European Union; for which the country’s all sorts of business sectors may experience uncertainties and political debates where the impacts are imaginable due to such Brexit as the relationship with other European countries may get affected. On the contrary, the UK maintains a positive and good interaction with other western and developed countries like the USA, China, South Africa, and Australia. The government of the UK usually provides a subsidy for the low emission vehicles that make the entire sectors of the automotive industry environment friendly where the government actions along with different policies have crucial impacts on the fortunes of the entire automotive industry to a noticeable extent. 
Economic Environment
There are several economic factors of the automotive industry that provides crucial impacts on the entire economy of the country but the country’s recent economic crisis or hazard affect the automotive sector of the UK. The government tends to increase higher taxes on goods and services with relatively inelastic demand for cars in the UK, which is also known as ‘Sin taxes’ (Skeete, 2019). The government of the country where the current corporation tax rate for the country’s profits is 19%. It has been identified that 8 out of 10 cars are manufactured in the UK that is exported to other countries including 160 local and international markets that are supported by 2,500 component providers that require most skilled as well as talented engineers. But the current inflation rate that is 1.7% at the end of 2019 that has increased the price of cars but lowered the supply within and outside the UK (UK RPI 2019 | Statista, 2020).
Social Environment
The car or automotive industry has experienced a great range of changes where cars were produced at the initial stage are no longer relevant socially and culturally. Businesses have become modern where modernization and globalization have made the entire industry lucrative in front of the customers and the socio-cultural environment brings new technology that is added to the development of the cars (Jobstvogt, Watson, and Kenter, 2014). The specific style in the cars is preferred in a particular culture, especially SUVs have a higher demand in the northern part of the country, and Sedans have higher demand in the southern part of the country. Due to the cultural preferences as well as differences, cars’ models vary from culture to culture in the UK where changing trends have crucial impacts on the change of a specific brand and model (Volland, 2018). It has been found out that the number of young populations is decreasing day-by-day compared to older people for which the car industries having lots of brands need to concentrate on manufacturing cars, especially for smaller families and older citizens of the country. 
Technological Environment
The entire automotive industry is affected by the factors of the technological environment of the country where it is found that the UK is flourished with advanced technology that attracts lots of new investors to provide profound investment in the field of research and development of the whole industry (Ili, Albers and Miller, 2010). New technology always insists the companies on new designing software, GPS for effective navigation where all of these issues need to be considered as the customers’ concentration shifts frequently that requires fuel efficiency and high mileage vehicles and this affects the sales turnover and profitability of the entire industry (Piezunka, 2016). 
Environmental
The companies in the industry are suggested to manufacture eco-friendly products, especially for ensuring a healthy environment. The environment pollution is rising at an alarming rate that affects business operations and the capability of attracting the customers for the company (SALONER, 2018). In different parts of Europe, cars are discouraged to use as it emits carbon in the atmosphere; that is why different brands of the automotive industry are highly encouraged to produce eco-friendly products for themselves and now it has become an important issue for the companies, especially in this 21st century the government of the UK has begun putting its crucial focus on lowering pollution and control for the country (Chase, Wells, and Alberts, 2012). 
Legal environment
The government of the UK has brought several laws along with different rules and regulations, especially in the case of electronic stability control as well as tire pressure monitoring systems that need to be addressed in all sorts of cars while being manufactured (Geroski and Murfin, 2010). The businesses in this industry are strictly suggested to follow the pollution laws and several environmental laws are introduced not only in the local market but also in the international market where the exporting such vehicles need to follow strict rules and regulations in terms of having emission controls (Schaffer, 2016). Besides, the government of the UK creates pressures on the businesses to ensure safety for the passengers, for example, Toyota in the UK had recently recalled its vehicles due to its faulty in the airbags. 
After all, it can be concluded that the business environment of the automotive or car industry in the UK is sustainable for both new start-ups and existing brands; by utilizing the market opportunities, demand and supply, technological advancement, and strict government eco-friendly laws help in accelerating the performances of the businesses. 
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This industry analysis model is introduced by M. porter for conducting external analysis over the industry (SALONER, 2018); before conducting and utilizing this model, PESTEL analysis has been pursued that will help in identifying different segments of porter’s five forces where this five model includes threats of new entrants and substitutes, bargaining power of both suppliers and customers, and rivalry among the existing companies. After conducting this model, it will be identified that in which condition such automotive industry in the UK is existing, whether such factors are at a high or low level. 
Threats of new entrants: Threats of new entrants are considered as the crucial factor that can impact the entire industry either positively or negatively. Normally, existing companies in a particular industry, like companies in the automotive or car industry in the UK creates barriers for the new entrants, especially in the form of the economic scale, strict corporate governance and regulations for restricting such new entrants into the industry (Abdullahi and Zainol, 2016). Usually, it is required for the new start-up to have lots of money to initiate their businesses as the businesses need to invest money in purchasing heavy and expensive equipment for manufacturing a well-designed car for the customers (Jobstvogt, Watson and Kenter, 2014). That is why it can be said that threats of new entrants in the automotive industry in the UK are low as a new business cannot start its new business easily.
Bargaining power of suppliers: In the case of the automotive industry in the UK, there is a limited number of suppliers as the materials for producing a car are very expensive as well as the source of such expenses is limited. Companies in the UK find their sources within the country but those are not sufficient in number to fulfill the existing marketing let alone increase market demand and supply (Skeete, 2019). Then, the companies need to source such materials from China and India where these countries have a great contribution to the field of exporting automotive components to other countries. That is why the bargaining power of suppliers is high in the automotive industry of the UK.
Bargaining power of buyers: Customers of the automotive sector have crucial impacts on the business environment and decisions of the businesses, especially these customers who regulate the entire market indirectly. Considering the market demand, companies need to manufacture more buyers for themselves (Volland, 2018). It has been identified that different dealers or suppliers buy Ford’s inventory via their motor credit. That means such dealers are equivalent to the customers as they have same sorts of power to influence the entire automotive industry where it requires lots of information and wealth at the same time and the switching cost is low considering the UK’s automotive industry (Piezunka, 2016); for which it can be said that the bargaining power of buyers is high.
Threats of substitutes: Usually, it does not create any sense for the automotive industry in the UK as there are no real substitutes for the companies in this industry (Skeete, 2019). Railway or train is the best substitute for the automotive industry but this has quite differences; for being an appropriate substitute, this railways sector needs to be developed via using the advancement of technology and flourished economy that can attract lots of customers for themselves. That is why threats of substitutes are moderate to low in the automotive industry in the UK. 
Rivalry among the competitors: The existing companies like Ford, Toyota in the UK has extreme competition among themselves. In this sector considering the case of the UK, these existing companies create barriers for the new entrants, make the switching cost low where they have invested a lump sum amount in purchasing expensive materials from the suppliers and dealers (Piezunka, 2016); for which they cannot exit the market easily. It has been found out that such large brands provide different marketing strategies or replace the products rather than exit the market. That is why rivalry among competitors is high. 
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Throughout this report, it has been tried to assess different factors of macro-environment that impact the business environment of the automotive industry in the UK. In the case of PESTEL analysis, it has been tried to identify such crucial factors of the business environments where the political environment is stable but BREXIT issue has recently raised the tension for the industry the economic environment is good for the businesses, the social environment requires frequent changes in the products due to the technological advancement, and legal environment is controlled by the government of the UK. In the case of the five forces model, it has been identified that threats of new entrants are low, threats of substitutes are moderate, rivalry among the competitors is high, bargaining power of suppliers is high and bargaining power of buyers is also high. 
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