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   Global business environment is referred to environment prevailing in independent nations across the globe containing the factors that influence the decision making of an international organization regarding operations and strategies. In essence, global business environment depicts the nature of international trade. Number of factors such as technology advancements, inter-culture effectiveness, and competitive dynamics are shaping the nature of commerce at global level.
   The following report aims at analyzing the factors influencing global business environment of automobile industry. For this, market analysis of automobile industry in the current international economy is carried out. Micro and macro factors affecting the firm’s operations are analyzed in detail using Pestle and Porter Model. Further, the report highlights different market structures and their impact on the selected firm’s strategy. On the basis of the research appropriate recommendations are made for the firm short-term and long-term changes.


[bookmark: _Toc63440444]Analysis
[bookmark: _Toc63440445]Market Analysis of automobile industry and evolution of automotive
   The automobile industry is characterized by design, technological development, manufacturing, engineering, distribution, sales and after-sales service. It is one of the world’s largest sectors by revenue generation. The global car market is dominated by Ford Motor Company, Toyota Motor Corporation, General Motors Company and Volkswagen AG. 
   Between the years 2016 and 2021, the global market size of car and automobile has grown at the rate of 3.6% yearly on an average. In terms of revenue, the present market size of the industry is around $3.2trillion (IBIS World, 2020). 
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Figure 1: Growth in market size of global car and automobile manufacturing
(Source: IBIS World, 2020)

   The first vehicles during 1700s and 1890s utilized steam and electricity power. However, the first gas powered car was invented by Karl Benz in 1885. It looked like tricycle for two people.   Later in 1891, the four wheeled cars powered by gas were invented. With the growth in technology, 1939 witnessed the first car invented by Buick that had electric windows and air conditioning. Keyless electric systems, sunroofs, power steering, electric doors and windows emerged as key selling points in during the early 90s (I Drive Safely, 2020). 
   With the evolution in the world’s economy and more industrialization, the need of safer and eco-friendlier vehicles rose. The modern cars are featured by advanced safety systems, GPS, Bluetooth, Wi-Fi, and camera for parallel parking. 
   Cars are categorized on the basis of type of fuel consumption capacity like diesel, gasoline and electric. With the advancement in technology fuels such as combined motor-heat electric engine and hybrids are used as alternatives (Market Research Report, 2021).
   In the recent times, electric cars or electronic vehicles are gaining much attention in the global market because of less carbon footprints. The key advantages of EV include reduced levels of air pollution and emissions, lower costs on energy consumption and conventional internal combustion engine automobiles.
   The traditional ICE is combined with electric propulsion system in Hybrid Electric Vehicles. The fuel economy in HEVs is enhanced and much better as compared to conventional vehicles because of the powerful electric system in the vehicles. Green alternatives based vehicles are in high demand in consumer as well as commercial automotive market. Many of the vehicles are run based on these eco-alternatives such as compressed natural gas and ethanol (flex fuel cars).The key growth drivers in the industry of car manufacturing are economic growth and per capita income (Market Research Report, 2021).
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   The international corporation selected for the analysis is Tesla Inc. an American company operating in electric vehicles and clean energy registered in Palo Alto, California. The entity was founded in 2003 by a group of engineers who wanted to explore the possibilities of electric vehicles that can faster and better than gasoline vehicles. 
   The company surprised the world when it introduced a premium all-electric sedan the first of its kind and also became the best in the class of sedan. It was the world’s first ever sedan electric car  that had safety, efficiency and performance setting new levels in the 21st century for cars attaining longest range as an electric vehicle. Top of that, it was also equipped with software updates that took it create a record of 2.28 sec acceleration time at 0-60 mph considered by Motor Trend (Tesla, 2021).
   Later the company also enriched its portfolio with the manufacturing of low priced high volume vehicle in 2017. The brand’s most comfortable and safest truck claimed to save $200,000 over a million miles at minimum by the owners on account of fuel costs.
   Apart from all-electric vehicles, the corporation is also into clean energy generation that is infinitely scalable and storage products. Also, it promotes zero emission future and non-fossil resources.  The corporation is also engaged into manufacturing of unique energy solutions enabling the businesses and homeowners to manage generation, storage and consumption of renewable energy (Borgstedt, et al. 2017). It offers solar roof, Powerpack and Powerwall solutions for energy management.
   The core production centers of the company are Giga factory Shanghai and Fremont California. Keeping safety at its heart, the organization aims at making the factories safer and providing multi-day training program for employees as an approach towards workers’ safety before they start working on the floors (Tesla, 2021).
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   To understand the micro-environmental factors that influence Tesla’s operations and strategies, Porter’s Five Forces analysis has been carried out.  
   According to Porter, the chances of making profits for the firm rely majorly on five factors. These are threats from new entrants, bargaining power of suppliers, buyers, competition and threats of substitutes (Thirupathi, et al.  2019).
   Although these forces are external to the firm, however, a strategic move can help reducing the negative impact of these factors and getting edge over the weaknesses and potential challenges for the firm. 

Competitive Rivalry (Strong Force)
   The industry in which Tesla operates is the fastest growing industry. The brands that are directly involved in the production of all-electric vehicles are Nissan Leaf, Ford Focus Electric, fiat 500e, Toyota RAV 4 EV and Honda Fit EV. On the other hand indirect competitors of Tesla in Hybrid Technology are Chevrolet Volt, Ford Fusion, Ford Escape, Toyota Prius, Honda Civic and Honda Accord. 
   The factors that intensify the competition in the industry are small number of firms, low switching costs and aggressiveness of the firms. At present there are only fewer firms operating in the EV market (Tian, et al.  2017). Although, this factor makes competition have less impact on Tesla, however, the company has threat from well-established car brands. For example, if companies like Benz or Volvo get into making more efficient electric cars and offer these at lower prices, Tesla will have to face fierce competition from them.

Bargaining power of buyers (Weak Force)
   The vehicles manufactured by Tesla are based on the latest technology and are superior in quality. Tesla is the first company to come up with all-electric sedan model, later which other companies followed the trend. In terms of eco-friendly, the company’s cars stand out in the market (Kalaitzi, et al.  2019). 
   For example, Nissan offers a cheaper model than Tesla that has better fuel efficiency, however, there are limited number of players at present in the EV market of the world.
Therefore, the moderate availability of substitutes limits the bargaining power of the buyer. As the EV is based on recent technology the buyers’ sensitivity to price is low making the bargaining power of buyers have limited influence on Tesla. 

Threat of new entrants (Moderate Force)
   As the cost of market entry in all-electric automotive is high, there are more barriers for the new firms to enter the industry. It takes huge amount of investment to develop a new brand in front of Tesla as the company enjoys strong brand image in the international market. In addition to this, the cost of manufacturing automobiles is also high as one require large amount of capital and operational investment (Zhang and Wang, 2019). Besides, it is much easier for the established brands like Tesla to attain the economies of scale which is one of the main challenges for the new entrants. Hence, the threat of new entrants does not hold much strategic concern for the company.

Threat of substitutes (Moderate force)
   The influence of substitution on Tesla is moderate because of low switch costs, availability of public transportation and alternatives provided by the customers. With the advancement in economy, the well-established brands are also investing in the electric vehicles in hybrid and advanced models at competitive prices (Reinhardt, et al.  2017).

Bargaining power of suppliers (Moderate force)
   Tesla’s production is limited as opposed to other competitors in the industry. Fundamentally, Tesla is dependent on its battery suppliers. Besides, some of the suppliers directly transact with the company while others deal with the organization through third party vendors. Also, the suppliers that work with Tesla also have deals with the similar car manufacturing companies. However, the moderate size and supply levels makes the bargaining power moderate for the company (Abuelsamid, 2017).
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To scan the macro-environment for Tesla in an international platform, PESTEL analysis has been done.
Political
   As an American company, Tesla had great advantage when it first introduced the eco-friendly cars in the US because of US government’s interest in reduced emission levels, environmental sustainability and advanced technology. The company was favorably backed by loans, grants and tax breaks in the nation. 
   Besides, the political parties in developed nations of Europe are also capitalizing on the use of eco-friendly technology. For instance, UK government is planning to take aggressive initiatives by banning the sale of gasoline and diesel cars by 2035 (Frangoul 2020). 
Economic
   With the increase in the world-wide per capita income, the sale of electric cars in 2019 topped with the sales of 2.1 million cars at global level. Out of total global car sales, electric cars made it to 2.6% and around 1 % in the car stock at global level in 2019 (IEA, 2021). 
   To promote zero-emission vehicles nations across the globe are providing direct subsidies, cash incentives, and tax rebates. Besides, policy approaches are also adopted by nations regarding the mandates in zero-emission vehicles (Soteropoulos, et al. 2019). 
EV- Electric vehicles BEV- Battery EV, PHEV- Plug in hybrids, FCEV- Fuel Cell EV
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Figure 2 Range of credits available per vehicle globally
(Source: IEA, 2021)
Social
   The social awareness about environmental sustainability among people is leading a revolution in transportation trends and use of electric vehicles. Post pandemic; people have become more health conscious and adopting healthy lifestyles and taking extra care to keep the environment clean and green (Shao, et al.  2017). This is giving rise to the trend of clean and green energy. For example, more than 50% of the people in the UK are willing to buy electric car over fuel-based vehicle. However, this ratio increases for the people aged between 18 to 24 years. Therefore, it can be said that younger generation is more inclined towards the electric vehicles.
Technological
   Although Tesla is leading innovator in the industry of electric vehicles, the industry is growing at the faster pace, where established companies are investing heavily in research and development in regards with new technological developments. However, the world still needs to pace up the development of the infrastructure that facilitate the use of EVs. For instance, fast charging stations need to be installed at proper distances. 
Environmental
   The global environmental issues of global warming and high emissions of carbon have been addressed through the clean and green energy developments in the form of electric automotive. Consumers, environmentalists as well as governments are making efforts to reduce the level of carbon footprints by preventing the use of fossil based vehicles (Ombui, 2018).
Legal
   As the company is selling cars in multiple nations, it needs to adhere to the national, global as well as regional laws and regulations of the particular country. At the same time, international laws for patent protection provide an opportunity for the company to expand its business in the untapped market across the globe.
   For example, the parliament of the UK has passed an act for building a crucial infrastructure in the country. The act is called Automated and Electric Vehicles Act that would enable the provision of infrastructure for charging the electric vehicles, foundation for future regulations related to electric vehicles and insurance requirements for EV drivers (E & T, 2018).
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   The industry of all-electric vehicles is observing oligopoly market structure. As Tesla is competing with the existing car manufacturing companies, it belongs to oligopoly market structure.
   Oligopoly market is characterized by the presence of few but larger firms that have great potential for aggressive strategy. The three main competitors of Tesla include Chevrolet, Toyota and Nissan.
   Nissan company supersedes Tesla in terms of charging infrastructure. The company has great network of 500 fast chargers as opposed to Tesla that possess with 200 fast charging stations. However, Nissan was providing free of cost charging. At the same time, Nissan Leaf has better average of 126 miles per gallon contrary to the average of 95 miles per gallon for Tesla’s model S. Also, Nissan model is way cheaper than the Tesla’s model S. 
   Therefore, it can be said that Tesla needs to adopt short-term as well as long-term strategies for better sustainability and profitability.
   During the beginning of the Tesla car sales, the company targeted the high income males. However, looking towards the strategy of its competitors that are offering similar cars at cheaper prices, the company needs to make necessary changes in its pricing strategy for lon-term sustainability (Musonera and Cagle, 2019).
   The company also faced some of the strategic challenges in the delivery of the new products that was delayed. As the company is operating in highly competitive market, it needs to invest more in research and development in making the cars more affordable for the middle income buyers also.
   Furthermore, the company is also following transnational as its business strategy. This can also be altered in the longer run as the firm is selling its products in different nations with differences in cultures and geographic locations. The business can make necessary alterations in the products that are designed for sales overseas. As taking business in international market helps the company to expand and establish its brand image in global environment, seeking untapped market at global level will ensure the business sustainability and profitability.
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   Tesla has enjoyed strong brand image as leading innovator in electric vehicle. However, the presence of other few large firms throws constant threat to the business sustainability and growth. On the basis of the Porter’s five forces model that provide detailed analysis of the factors at micro level, it has been identified that competitive rivalry is strong, thus to stay at the leading position in the market, it is advisable for the company to manufacture the products that more viable and can be offered in the market at competitive prices. 
   In addition to this, it is highly recommended to the company to keep evolving as per the present trends in the market. The key trends in climate change, high awareness towards a greener ecosystem also needs to be considered with respect to the energy storage, automotive, and energy generation solutions. The business also needs to take into account the trends followed by other energy solution providers and automakers.

[bookmark: _Toc63440451]Conclusion
   It is concluded from the above analysis that global business environment defines the nature of international trade. Companies indulge in international businesses for the purpose of business expansion and profitability. The automotive market of cars is growing at the rate of 3.6% yearly. The global business environment is analyzed in context with Tesla, an innovator of electric vehicles. Competition is analyzed as strong force, whereas bargaining power of buyers is identified to be weaker force that affects the business. On the other hand bargaining power of the suppliers, substitution, and threats from new entrant are moderate forces. PESTEL provides more opportunity for electric vehicles. It has been analyzed that competitors and oligopoly market affect the company’s strategies and operations in short as well as long-term. The organization is advised to evolve for long-term sustainability.
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