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[bookmark: _Toc60328665]Introduction
The car manufacturing industry of the UK is a key player within the global automotive sector and the industry is a vital part of the country’s economy. According to Society for Motor Manufacturers and Traders, in 2019, the automobile industry added a value worth of 15 billion pounds to the UK economy and it generated around 55 billion pounds in annual turnover (sapartners, 2020). The UK is home to major European car producers, it has a world-leading motorsport sector and it has access to state of the art and cutting edge technology of the automobile sector (great.gov.uk, 2020). The car manufacturing industry in the UK has strengthened its supply chain in the country and it is evident from the fact that the local content used in the UK made cars has risen from “36% in 2011 to 44% in 2017” and this figure is consistently increasing over the years (great.gov.uk, 2020). The UK is considered to be a pioneer in shaping the future of mobility and developing electric transport. Warwick has the largest automotive research center, which is one of its kind in the whole of Europe, a dedicated staff in the center works on innovative ways to transform the automobile industry. The UK is the biggest manufacturer of electric vehicles in Europe and it has around 25,000 charging points spread out in the UK for the public (great.gov.uk, 2020).
[bookmark: _Toc60328666]PESTEL Analysis
The car manufacturing industry in the UK has faced its share of challenges and succeeded in building its name in the global automobile sector. It competes with its rivals in America, Japan, China, and other European countries who are all equipped with technology and have experts and skilled engineers who produce cars that come in competition with cars being produced by UK-based manufacturers. To survive the rigorous global competition and to sustain the industry, the players in the car manufacturing sector need to consider the macroeconomic factors that affect the way of doing business and adjust themselves accordingly.
[bookmark: _Toc60328667]Political Factors
Over the years, the policies of the UK government and rules and regulations concerning the production of cars have been supportive of the firms that are operating in the industry. The tariff-free export in European countries favored the car manufacturers in the UK to export automobiles and reach out to customers in the European Union without incurring additional tax costs. Currently, the issue of Brexit has been dominating the UK political agenda and the government’s inability to implement a clear strategy for the exit from the EU has affected the productivity of the car manufacturing industry as consumer confidence has decreased and the country is showing signs of economic weakness (Globe Newswire, 2019). For the automobile sector to thrive, it is highly dependent on a free trade agreement between the UK government and the European Union in the post-Brexit scenario.
In recent years, with more focus on the safety of passengers in cars and concerns regarding carbon emission by automobiles has tightened government regulations and imposed strict laws for firms producing cars in the country. The new regulations such as the worldwide harmonized Light Vehicle Testing Procedure and Regulation 443/2009 are in the implementation phase which is aimed at reducing the impact on the environment by cars through rigorous testing and tougher emission constraints imposed on the car manufacturing industry (Globe Newswire, 2019). To abide by laws, manufacturers need to refresh their portfolios and reduce fleet emissions. Moreover, the government in the UK has highly emphasized the fuel efficiency of cars and has focused their attention on electric cars that are a solution to environmental sustainability and conservation of energy. The government is set to invest 12.5 billion pounds in 2021/22 in the Research and Development of the automobile and work together with the manufacturing industry to develop electric vehicles (HM Government, 2018).
The prevailing situation of Coronavirus has adversely impacted the car manufacturing sector globally. In the UK, by the end of June, car production fell by 48% compared to last year’s production (BBC, 2020). The lockdown imposed by the government halted the production of cars and even led to the loss of jobs of employees as manufacturers have to shut down operations to survive the pandemic ordeal. In order to help car manufacturers retain skilled labour, the government introduced a furlough scheme that pays 80% of salaries to staff on temporary leave (Automotive News Europe, 2020). The government policies have been beneficial for the car manufacturing industry but the firms operating in the sector will require more government support to start afresh post-pandemic and Brexit scenario.
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The economic factors in the UK have been favourable for the car manufacturing industry. After the 2009 recession, consumer confidence returned and investments increased in the automobile sector. The continuous increase in the country’s GDP, the value of sterling, and rise in disposable income have increased the demand for cars in the country and worldwide. The car manufacturing industry’s economic contribution was highest in 2016 when it contributed 22 billion pounds to the GDP of the UK. The industry thrives on exports as eight out of ten cars produced in the UK are exported to overseas markets mainly in Europe and China. The export account for 13% of UK exports which is worth 44 billion pounds (SMMT, 2020).
In the last three years, after the Brexit announcement, there has been a decline in car production in the country as UK’s economy has been slightly weakened and there has been a freeze in investment and shutdown from various manufacturers who are dealing with the Brexit situation. According to reports, exports to the US and EU fell by 9.8% and 11% respectively in 2019 (the gaurdian, 2020). Among leading car manufacturers, Honda and Nissan were the worst performers and their profits were significantly affected. For the car manufacturers to stay profitable in the industry, the economic conditions play a vital role and in the current scenario, the trade deal with the EU is important to boost investment and demand in the sector and economy as a whole.
[bookmark: _Toc60328669]Social Factors
In the past decade, the demand for cars has increased domestically and across the globe. Asia and Africa are two lucrative markets for car manufacturers in the UK. Cars have become quite popular with people and more people tend to own cars and use their means of transport to travel. The car manufacturers offer a wide portfolio of car models to meet the demand and preference of their consumers. The trend and demand of a particular model keep on changing and car manufacturers keep on introducing new models in luxury and affordable ranges to fulfill the needs of the customers.
[bookmark: _Toc60328670]Technological Impact
The car manufacturing sector invests heavily in technology to sustain the long term growth of the industry as global rivals are keen on investing in innovative production techniques and come up with disruptive technology to lure the customers. Earlier on, America had a lead in car manufacturing as the country introduced mass manufacturing. But with investment in technology, the UK car industry gained momentum and it has established itself as a global trade powerhouse. In-car production, technology has played a vital role in modernizing the cars and improving on safety features of the car which are essential for customer’s wellbeing. In the early 1980s, seat belts became a necessity for the protection of passengers in cars which did less to save passengers from fatal accidents. With the advancement in technology in the 2000s, the airbag system in cars has improved the safety of motor vehicles. The car manufacturing sector in the UK has introduced an emergency brake assist system in its vehicles which have greatly reduced the likelihood of front-end collisions (Bush, 2019). In recent times, the focus of the UK government has shifted on alternatively fueled vehicles and car manufacturers in the country have increased spending on research and development to get hands-on innovative technology to produce electric cars. The car manufacturing sector makes use of cutting edge technology such as Just in Time technology, web procurement technologies, and computer-aided design software that have enabled it to achieve leading levels of efficiency in the automobile industry and from the last three years, in 2019 the sector has generated 100 billion pounds in total trade for Britain (SMMT Reports, 2020).
[bookmark: _Toc60328671]Environment-related Factors
Cars are a major source of pollution as the emissions add to the carbon footprint and in turn affect the global climate. The car manufacturing sector needs to consider the environmental factors and firms need to play their role as responsible corporates by introducing alternate energy cars that reduce emissions in the environment. In the UK, the car manufacturing sector is one step ahead of the global competitors and it is Europe’s second-biggest market for plug-in vehicles with around fifty thousand electric cars registered in 2017 (great.gov.uk, 2020).
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For the car manufacturing sector to thrive in long run, it is important to abide by the law and operate within legal boundaries. The firm in the automobile sector needs to follow the labor laws, laws concerning patents, vehicle safety laws, and recent laws regarding vehicle emissions. For international trade, the car manufacturers in the UK need to take into account the trade agreements, safety laws, and tariffs on other countries that it exports its products.
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[bookmark: _Toc60328674]The threat of New Entrants
The car manufacturing industry is highly capital intensive and new entrants in the market will require high capital investment to set up manufacturing sites and distribution channels. Some of the existing car manufacturers in the UK are Honda, Jaguar, Land Rover, Bentley, Aston Martin. The majority of the big players in the UK car manufacturing industry may not be owned by UK companies but the overseas investments in manufacturing plants in the UK bring in millions of pounds for the economy and create thousands of jobs in the country (Hills, n.d.). The UK car manufacturers have built their successful and reliable brand image in the eyes of customers in the domestic as well as international market. As safety, reliability, and durability are salient for customers, the new entrant in the car manufacturing industry will have to build a strong enough reputation to compete with existing players. China and Japan are emerging as new entrants in the car manufacturing industry and are competing with the UK industry. As local manufacturing increased in China and Japan, UK exports to these two countries fell by 26.4% and 17.7% respectively (the gaurdian, 2020). The Chinese government is keen to stimulate the growth of its manufacturing industry and it is providing subsidies worth 10,000 RMB for new energy vehicles being sold in the country (Daxueconsulting, 2020). In order to minimize the threat of new entrants, the UK car manufacturing firms need to lobby the government and attain more supportive government policies and investment to stimulate the industry and compete in the global environment.
[bookmark: _Toc60328675]Threat of Substitutes
The threat of substitutes does exist as with the rise in fuel prices people tend to switch to public transport and invest less in buying automobiles of their own. The switch towards alternative vehicle cars is inevitable in the future but currently, the cost of production of these cars is high and are priced high for consumers. In order to increase demand and lure customers to buy electric vehicles, car manufacturers need to work on innovative ways to produce alternate vehicle cars at a reasonable cost.
[bookmark: _Toc60328676]Buying power of Buyers and Suppliers
The buying power of buyers is high in the automobile industry as the existence of numerous brands has enabled the customer to choose from the available car model according to their preferences. Globalization has enabled customers around the world to buy cars of their choice. More than half of cars produced by British car plants such as Nissan, Toyota, and PSA are reliant on customers who exist in European markets (Burns, 2020`). UK car manufacturing industry also relies heavily on its global customers and exports make a huge part of the cars produced in the country. The buying power of suppliers is also high as UK car manufacturing imports materials from suppliers outside of the country for car production.
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There is strong rivalry among UK car manufactures who compete with each other in the domestic and international market. They also face stiff competition from manufacturers in China, Japan, and America.
[bookmark: _Toc60328678]Limitations of the model and Conclusion
The porter five forces model has its limitation as the model is based on the idea of competition, it disregards the possibility of strategic alliances that the car manufacturers can form in order to take advantage of the situation. Another problem of the model is that it considers the barriers to entry in industry and threats of a substitute to be static whereas these factors are dynamic and disruptive technology and innovation can destroy the competitive advantage of a firm and change the way of doing business. For the car manufacturing industry in the UK, it needs to stay current with the technology and adjust according to the macroeconomic factors to sustain its global position and for the long-term growth of the industry in the country.
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