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[bookmark: _3znysh7]Introduction
Automotive Industries are one of the most prominent businesses globally, It has a significant role in the expanding economic and the consumer demands. Vehicle manufacturers are a huge financial segment for the nation as well. The primary purpose of this study is to analyse the automotive industry with the help of several models for instance, PESTLE, Porter’s Models and SWOT Analysis will be used to determine the influences and changes that the automotive Industries are facing. 
[bookmark: _2et92p0](a) Explain the major forces shaping the business environment of the car manufacturing industry. In your analysis, you should explain how the industry has changed in the last few years.
The major forces that have been shaping the business environment of the automotive industries have been analysed and discussed using the model of PESTEL and Porter Five Force below.
[bookmark: _tyjcwt]PESTLE Analysis
	Factors
	Influencers
	Effects

	Political
	· Political Stable Condition
· Brexit
	Political Condition of the UK is very good indeed, it provides a very good working market for the companies, McLaren Automotive based on the British itself has a very good relationship with the government and this allows the business to work in an overly smooth manner.

Brexit has impacted the nation by far, Almost every industries have been affected, nevertheless McLaren deals with very premium vehicles and therefore its customer base is all around the world, concerning this the effect was not very evident for the organisation, However some implementations of various new laws and regulations would take place which could hinder the production of the company (Murkens, 2017).

	Economical
	· Excellent GDP
· <2% Inflation Rate
	The UK GDP has been seeing an ease after the lockdown ended in several towns, British has seen a rise in their GDP, following the GDP of nation it correlates with the McLaren Automotive by providing a good value of return for the company, Therefore the generated output of the organisation is increased following with profit and revenue.

Low Inflation rate of the UK also assists the company to sell their products with good profitability, specially with luxurious products such that of McLaren Automotive it becomes easier for them to sustain in a market where economic growth is good (Bahrami, 2017).

	Social
	· Highly Populated 
· High Average household income
· Educated Audience
	The UK is a densely populated country, McLaren does not deal with a product that could be bought by middle class people, However in highly populated nations there are more chances of people buying all together, Also the high average household income makes the UK a very appropriate market for the McLaren Automotive.

The UK consists of one of the most educated populations globally, this makes a bigger market for luxurious brands, McLaren on the other hand deals with highly valuable products and this makes the UK a perfect market for them to perform.

	Technological
	· Technologically Ready

	The UK is known to be a technologically updated nation, the nation and its population are known to easily change their technological methods and advances, this directly correlates with the literacy of the audience, McLaren is a high tech car company and it uses such advancements in their work place to product vehicles of excellent quality.

	Legal
	· Governmental Acts
	Evey organisation that exists in the UK has to follow the governmental rules and Acts that are set by the laws, This affects the decision making of the company as these relates to the work environment and the minimum wages the company have to pay the employees, For instance the “Equality Act of 2010”, “Data Protection Act of 2018” and “Health and Safety Acts” must be followed by the McLaren Automotive for safe and secure practice of business inside the border of the UK.

	Environmental
	· Highly concerned with CO2 Emission

	The government and public of the UK has huge concerns for the environment, and therefore the government has provided strict rules to the vehicle manufacturers as to control the Emission of the production vehicles, McLaren Automotive has to make sure that every production car that they manufacture has to be under the regulations of the UK before they could enter the market (Nath and Ramanathan, 2016)

Also the UK governments have been motivating organisations to start manufacturing electric cars so that emissions are cut off all together, this has therefore started McLaren Automotive taking part in the movement and is known to start developing and producing electrically powered vehicles.


Table 1. PESTLE Analysis of Automotive Industry
[bookmark: _3dy6vkm]Porter Five Forces
Porter Five forces is a technique for dividing the influencers of an organisation, it is built on the financial dimensions of the organisation, it helps to analyse the forces and intensity of the influences to determine appropriate strategies to gain competitive advantage or overall sustainability (Almeida and Santos, 2020). Applying Porter FIve forces on McLaren Automotive:
Competitive RIvalry
The Automotive industry is in a very competitive state especially the luxury vehicle manufactures like McLaren Automotive, there has been a radical change in the industry by the introduction of electric vehicles, for instance Tesla introduced the electric vehicle and after that Porsche and Audi followed up with their revisions. This has started a big new competition in the industry and therefore the rivalry is intense. (High Force)
Supplier Power
Suppliers play a crucial role in the vehicle manufacturing industries, very few automotive companies have their own plant for everything but usually the raw materials, workforce and the equipment have to be sourced from somewhere else. The delay on any of these materials could affect the manufacturing of the vehicle. Also the change in the quality of supplied materials could lead to a change in the end product, and for McLaren Automotive the quality is very important and could not be compromised with. (Medium Force)
Buyer Power
Influencing and retaining customers is a very crucial part in this market, there are dozens and dozens of similar products available by other brands and a vehicle manufacturer has to make sure to invest in the marketing and providing the best looking and performing vehicle they could, also consumer choice affects the factor by a large margin, and in case for McLaren Automotive it is very crucial for them to intelligently produce cars that can satisfy their customer needs. (High Force)
Threat of Substitution
In the case of substitution that could emerge are from the public transports and which could challenge the vehicle manufacturing company but as of now people still prefer to have their own private vehicle instead of using a public transport if possible, and especially with Luxurious vehicle market, highly valued people who would afford vehicles from McLaren would not use public transports. (Low Force)
Threat of New Entry
Vehicle Manufacturing industry is not an easy industry to enter, it is opposed to huge investments and competition from the already existing manufacturers. A very large amount of finance, highly skilled experts, designers and engineers are also required which could not be very easy to get access to for a new venture. Also a lot of promoting and marketing would be required. In the case of McLaren Automotive which only produces expensive vehicles it is not possible for a new entrant to challenge the organisation, also there comes a heritage with the company which further increases the value and brand image of the company which could not possibly be bought from money. (Low Force)
[bookmark: _1t3h5sf](b) Provide a critical assessment of the opportunities and challenges that these forces present and discuss how firms can best position themselves to gain a competitive advantage.
The opportunities and challenges that these forces present are analysed and discussed using the SWOT, Product Life Cycle and Porter’s Value Chain Analysis.
[bookmark: _4d34og8]SWOT Analysis
	Strength

Brand Value: McLaren has an excellent brand value due to its heritage of designed and manufacturing leading race cars.

Expertise: McLaren Automobiles consists of the best vehicle designers and engineers and they produce one of the best vehicles in the market.

Facility: McLaren is renowned for its state of the art eco friendly manufacturing facilities.
	Weakness

Low Production: McLaren Automobiles only produces sports and luxurious cars and to meet the standards and qualities of their production they do not mass produce.

High Price: The cost of owning a McLaren Car is immense, it is not affordable by the middle-class and the market is only concentrated for high class.

Limited Retailers: There are only a few suppliers who are allowed to sell McLaren vehicles, as the whole selling process of such expensive cars are very custom and only a list of suppliers can deal with them.

	Opportunities

Electric Vehicles: McLaren Automobiles biggest opportunity is to introduce their electric vehicles in the market.

Low Cost Cars: McLaren Automobiles could also introduce somewhat middle-class affordable cars that would increase their customer base as well.

Potential Market: Vehicles of such immense value are very highly risky to import, therefore McLaren could penetrate in more potential markets.
	Threats

Rivalry: competition is a big threat for Mclaren, in a competitive market and with companies advancing their vehicle in a very high paced fashion, turns the industry to a very highly competitive market and in turn McLaren has to innovate and stay with the speed of other manufacturers to stay remnant.




Table 2. SWOT Analysis of McLaren Automotive
[bookmark: _2s8eyo1]Product life cycle 
It can be understood as the time duration between the introduction of the product and its final withdrawal (Armengaud et al., 2017). This method provides for different stages in the life cycle of a product. In the case of McLaren Automotive Company which operates in a  car manufacturing industry,  the product life cycle consists of four main stages: introduction, growth, maturity and decline. These stages resemble the life stages of a human being. The marketing of the cars must be in sync with the various stages. The four stages in the product life cycle of the McLaren Automotive Company is discussed as under:
· Introduction stage: In the introduction stage, the main aim of the McLaren Automotive Company should be to make sure that its product, which is cars, enjoys visibility in the market. To ensure this, the company must design its cars in such a way that it beats competition in the market and the customers are able to distinguish between the company’s cars. In addition to this, this stage requires that the company must devote adequate time and resources to advertise its cars by organising campaigns, sales promotion and by making efficient use of social media.
· Growth stage: The growth stage in the product life cycle basically serves as a basis for measuring the profits of the company by advertising. In this stage, McLaren Automotive Company should distinguish between those aspects which helped the company and those which failed. This differentiation is very vital for ensuring growth of the company.
· Maturity stage: This stage monitors the market for the product. At this point, McLaren Automotive Company may have to review the four P’s of its marketing strategy. In order to remain competitive in the market, the company should add new features to its cars and to attract customers, it should focus on promotion. 
· Decline stage: This is the stage when the profitability of the company is so low that continuing with production will not be a wise choice. In case of McLaren Automotive Company, the company should discontinue the production of its car if it does not provide adequate profits (Glushchenko and Fedotova, 2018).  
[image: ]
Figure 1. Product Life Cycle
(Source: Koc and Bozdag, 2017)
[bookmark: _17dp8vu]Porter’s Value Chain Analysis
With the help of Porter's value chain, McLaren Automotive Company can focus on the actual needs of the company. Value chain includes all activities from product conception till its delivery (Koc and Bozdag, 2017). This model provides five primary activities: inbound logistics, operations, outbound logistics, marketing and sales and service.
·  In the first step, that is, inbound logistics, raw materials are procured for the production of cars and distributed among the manufacturing units.
·  Operation stage includes conversion of the raw materials into final products, that is the cars.
·  In the outbound logistics stage, the final goods which are cars in the case of McLaren Automotive Company are moved to the retailers from where they can be sold.
·  The marketing and sales stage includes making the targeted customers know about the features of the car and attract them to buy it. For meeting its target, McLaren Automotive Company must ensure good and effective advertising.
·  The last stage which includes after sale service to the customers. McLaren Automotive Company should provide good customer service in order to retain its customers.
 Investing in value chain management can help McLaren Automotive Company to reduce costs whilst gaining competitive advantage (Abdullah and Senan, 2019).
[image: ]
Figure 2. Porter Value Chain
(Source: Koc and Bozdag, 2017)

[bookmark: _3rdcrjn]Conclusion
In conclusion over the last few years the automobile industries have seen drastic changes, the automobile industries are now on the verge of a radical change where most of the manufacturers are transforming into using electrically powered vehicles, over the last few years companies like Tesla, Porsche have already introduced their electric cars. McLaren Automobiles in compliance with the British nation’s environmental interests has also been noted for working on production of electric vehicles. The manufacturers now have to sustain this change and innovate to stay competitive in the market. Production of various electric vehicles with high range and efficiency and a value cost would be the best practice to gain a competitive edge in the industry.
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