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Executive Summary

The car industry is regarded as the fastest-growing sector in the world. The company introduced 2 million vehicles each year. The report has analyzed several forces that have changed the entire car industry. The findings indicate that sustainability has transformed the entire automobile industry. Automobile brands like Toyota, Ford, and Hyundai are focusing on sustainability issues to achieve customer satisfaction. The car industry has a wider opportunity to target a large audience by expanding its product line. The recommendation is that the Car industry must stay updated with technological change to increase sales growth.
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This report has analyzed several forces that affect the car manufacturing industry. It has analysed potential opportunities and challenges for the car industry. It has mainly applied Porter's Five Forces and PESTEL Analysis for the car industry. The report has mainly demonstrated certain factors that cause significant changes in the car industry. At last, it highlights suitable measures for gaining a competitive advantage.

[bookmark: _Toc57041769]Industry Background

The car industry is considered the most profitable sector in the world. The 2009 economic crisis is considered a turning point for the car industry. The car sector mainly operates its services in an oligopolistic market. The car industry has experienced several structural changes from production techniques to lean production methods. The car industry has shifted towards standardized concepts to achieve customer satisfaction. 
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Technological developments like electrification, down speeding, and hybridization has changed the entire car industry. The government is constantly enforcing automakers to develop electric cars for customers. In 2009, the global economic recession harms the car industry and decreased their sales collections by around 6.4%. The company is constantly trying to reduce its payroll and closed underperforming facilities. At present, Car manufacturers are very much conscious regarding legal and environmental issues. They always consider environmental issues while developing car design. Some automakers are outsourcing labour and production parts from Thailand and other Asian markets. Apart from this, Modern Technology is making rapid changes in car design. Manufacturers are developing their self-driving cars on a larger scale. Many modern cars have autonomous systems. Since the 1960s, Manufacturers are using efficient turbo engines to meet customer expectations. Globalization has also brought tremendous changes in the car industry(Munro). Several factors affect the car industry are described below:

Political Factors: Nowadays, the government is focusing on low emission vehicles. The legislative body is putting heavy taxation upon luxury vehicles. UK government is providing subsidies for low emission vehicles. Thus, Eco-friendly cars are gaining immense popularity among customers. Higher government support may motivate car manufacturers to build more eco-friendly vehicles. However, Heavy government regulation has a deep impact on the car industry. On the other side, Import regulations may vary in different countries. Thus, Stable political conditions may create wider opportunities for the car industry(Perera, 2017). 

Economic Factors: Increasing disposable income is a beneficial factor for the car industry. Potential customers are spending more money on automobiles. This provides a greater opportunity for automakers to generate huge profits. Increasing demand for a motor vehicle is more beneficial for the car industry. However, Poor economic conditions harm luxury cars. If automakers mainly focus on producing low car segments, then they can easily attract large customers. The UK has stable economic conditions which may help businesses to enter into emerging markets. 

Social Factors: Changing customer trends has a deep impact on the car industry. Car manufacturers are adopting new models to attract customers. SUVs are gaining immense popularity in certain markets. On the other side, customers are attracted to low-priced car brands. Nowadays, Automakers consider demographic factors while targeting new customers. Social factors mainly involve age distribution, income, and career attitude. These aspects have a deep impact on the demand for products and services. Automobile industries like Toyota, Ford, and Volkswagen are spreading huge awareness among customers regarding environmental issues(Policy, 2018). 

Technological Factors: Innovation and technology are considered as important determinants of the car industry. All key players are making huge investments in research and development. Toyota, Hyundai, and other companies are investing in eco-friendly vehicles. For example, Toyota has announced to release driverless cars in upcoming years. Technological innovation makes a huge difference in the car industry. Customers are shifting towards high mileage cars. Technology can bring greater consistency in the revenue stream. 

Environmental Factors: At present, Automaker is focusing on eco-friendly vehicles to attract customers. The government is appreciating automakers for implementing sustainable practices and developing a sustainable vehicle. Pollution tests are also becoming a popular trend in the car industry. Nowadays, the Government has created certain guidelines to control pollution as much as possible. The car industry is adopting eco-friendly technology to reduce carbon emissions and harmful gases(Marmol and Feys, 2015). 

Legal Factors: Copyright harms the car industry. The car industry can protect car features through patents and copyrights. Many car manufacturers were accused of stealing other’s designs. For example, Chinese brand Geely has tried to copy Rolls Royce which has created immense frustration among customers. Thus, the Car industry has to follow certain laws related to customer safety, taxation, and the environment. Legal obligations have a deep impact on business growth. 
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The threat of new entrants (low):  The main factors to analyse this threat involves all the barriers to entry like brand equity, upfront capital requirements, ability to distribute the goods, legislation, and government policy. There are only some entrepreneurs or players who are capable of venturing into the automobile industry as it requires a large investment of capital for setting up manufacturing facilities and distributing network. The multi-national competition gets benefits from the economy of scale and it makes it difficult for the new entrant to offer competitive prices. The new entrant has extreme difficulty competitive as issues of safety, durability and reliability are so silent and also due to buyers base their impression of a model on the manufacturer's performance on this is problems. It requires a large amount of capital as all the automotive forms have established brand image and reputation. New entrants may easily access the distributor and suppliers (Almeida and Santos, 2020).

Bargaining power of suppliers (low): It is usually mitigated by a large number of existing potential suppliers in the industry, but the cost of switching is high as developing part designs and specifications need additional investment. There is little threat that the supplier will integrate forward. Raw materials, inputs, services, and parts are needed by auto manufacturers. Their cost may have a great effect on profitability. The suppliers do not pose any threat of forwarding integration.

Bargaining power of buyers (high): The power of buyers is defined as the ability of individual consumers to negotiate the rates that extract profit from the seller. The commercial companies, government, and private individuals are the primary buyers of motor vehicles. The consumers have the power to walk away from A purchase with your expectations that do not like and take their purchase elsewhere to the dealer of a similar manufacturer or different manufacturer. Over the price of the goods the consumers have some effect within a given dealership and have some Power manufacturers. The buyers may easily switch to other dealers of the automobile. It also refers to as the part of the buyer equation. The buyer and dealer usually buy car inventory from the manufacturer’s special financing.

The threat of substitute goods (High): If the consumers are looking to other comparable cars and stitching easily to the competitor's automobile industry that of substitute goods. Switching with new cars as a brand new car may only sell for the same price to the consumer. The rise in the price of fuel pushing the urban rivers to make use of public transportation. Owners of vehicles still argue that to make the use of a personal vehicle offsets rising fuel prices and if this trend continues then the automobile manufacturers will not able to give a more cost-effective solution this threat will rise more(Lewis, 2017).

Rivalry among competitors (high): In the 1970s & 1980s it has become much more intense as the organizations compete on both prices and non-price dimensions with the rise of competitors. In the 1990s serious competition starts to emerge with the flood of new vehicles, concepts, and designs. To attract a large number of consumers, various organizations are giving different incentives to purchase their vehicles.
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The car industry is very much diverse and changes itself as per customer needs. Rapid technological development is helpful for business expansion. Apart from this, the Car industry is providing a secure environment to staff members. For example, Ford is making greater investments in hybrid cars. Thus, Ford is trying to revolutionize the entire automobile industry. They are creating new manufacturing techniques to enhance customer opportunities. The car industry has the following opportunities which are described below: 

Leverage Manufacturing Intelligence: The car industry must adopt these systems to increase their operational efficiency. Automakers can discover potential issues by using manufacturing intelligence. This may help automakers to identify improvement areas. Car manufacturers should share relevant information with business partners to generate new ideas. In this way, the Car industry can improve variation and boosts sales collections. This may help automakers to learn new things about unique car models(Potti and Saurav, 2020). 

Conduct Inspection Report: Earlier, automakers are dependent upon supplier feedback to meet quality standards. Nowadays, Manufacturers can adopt efficient technology to achieve the highest quality standards. They should conduct appropriate testing to track their financial performance on a periodical basis. At present, Car manufacturers are using cloud computing to gain real insights. In this way, firms can identify potential defects and deliver superior value to the target audience. 

Integrating technology with supply chain: With a global supply chain, firms are unable to predict what is happening at each facility. Thus, the Car industry must use cloud computing to manage the supply chain. They should hire inspectors to check whether quality standards has been accomplished or not. The car industry can use a mobile device to secure confidential data. These devices may send a relevant notification to management regarding business operations(Datta et al., 2017).

Designing and Accessories: A designing business is becoming a major trend among the younger generation. The car industry has a wider opportunity to restructure their car model. In this way, Car manufacturers may receive better investment returns. They can also promote their car models on e-commerce platforms. The car industry must create exciting offers and deals for potential clients. Online platforms may enhance corporate reputation. 

Challenges Faced by the Car industry 

The car industry is facing several challenges due to higher production costs and environmental problems. In 2018, the sales of the automobile industry have been decreased by around 2.3 million due to heavy corporate taxes. A sustainable transportation system is another major challenge for the car industry. They mainly require effective infrastructure to succeed in the global marketplace. The main challenges for the car industry are CO2 emissions and the developing fuel economy. At present, the Car industry is facing the following challenges which are as follows: 

Higher Production Costs: Changes in the supply chain system have caused several problems for the car industry. Car manufacturers have to invest several resources in developing car models such as raw material, expenditure, and labour. In certain situations, these conditions may contribute to resource wastage and over expenditure. On the other side, low customer confidence may contribute to excessive financial loss(Datta et al., 2017). 

Self Driving Technology: It is regarded as a potential challenge for the car industry. Firms are unable to deliver accurate insights. Some experts have claimed that automakers are not well equipped and unable to deliver the large electric vehicle to the masses. The car industry mainly requires large investments in technological development. The car industry is mainly surrounded by a strict regulatory environment. 

Sustainability: Carbon emission is a major obstacle for the global automobile industry. Poor quality of air has serious repercussions upon automakers. Due to heavy carbon emissions, the government is putting heavy taxation on automakers. Negative publicity about diesel emissions may contribute to financial losses(De La Torre et al., 2020). 

How an organization can gain a competitive advantage 

Adopting Cost Leadership: It is the most appropriate strategy for gaining a competitive advantage. Thus, the Car industry should sell high-quality products at lower prices. This may help automakers to develop products at lower costs. In this way, Car manufacturers can seek perfection in production activities. They can utilize their resources in a systematic way(Favaro, 2020). 

Differentiation: Successful Organizations often used this strategy to stay one step ahead of the competition. They always look for marketable attributes to gain customer appreciation. Thus, the Car industry must research to analyse what customers want. Differentiation strategy may set a clear direction for the car industry. 




Strategic Alliance: The car industry can achieve a competitive advantage by collaborating with other successful companies. Firms should not cross the boundaries between strategic alliance and collusion. These global partnerships may help the car industry to hire a skilled workforce and expand their knowledge base. In this way, they can get greater exposure as compared to competitors(Sarvankar and Yewale, 2019). 
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The report concluded that the car industry holds the strongest position in the market. It has illustrated that technological developments have caused rapid changes in the automobile industry. Customers are shifting towards electric cars to reduce carbon emissions. It is observed that the car industry can gain a competitive advantage through strategic alliances. The car industry has a wider opportunity to enter international markets. However, Excessive production costs and intense competition are major challenges for the car industry.
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