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[bookmark: _Toc102671743]Assignment 1: Internal and External Business Environment
[bookmark: _Toc102671744]1.0 Introduction 	
The business environment is the aggregate of all the circumstances, events, and forces that surround and affect it. In general, the business environment is divided into two types: internal and external. The term ‘’internal environment’’ refers to all forces that exist within an organisation and have the potential to impact it, while the term ‘’external environment’’ refers to all factors that exist outside of the organisation. Ford Motor Company is among the most popular automobile companies in the world, producing both commercial and passenger vehicles including trucks, utility vehicles, luxury cars, vans, and Accessories. The Ford Company is segmented its business into three different categories including Automotive, Ford Credit, and Mobility. The major aim of this study is focused on evaluating the internal and external market of Ford Motor Company by evaluating the macroeconomic and microeconomic foundation of Ford. The study is going to discuss the challenges faced in global trade by Ford Company, analysing internal and external market analyses by using theoretical methods such as SWOT and PESTEL analyses. The study will also perform value chain analysis and competitive advantages.
[bookmark: _Toc102671745]2.0 Discussion 
Internal Challenges-
[bookmark: _Toc102671746]2.1 SWOT Analysis 
Strength (Internal strategic factor) 
Being one of the top reputed companies within the Automobile industry, Ford Motor with its strong brand image offers strength. Along with this brand image, the products are also attractive and with increased customer loyalty for the brand. Strength of the company is the innovation process to launch any product in a new market. Ford has also an effective supply chain and innovation process that allowed the company to increase revenue and profit. 
Weaknesses (Internal strategic factor) 
The weaknesses of the Ford Company are related to the internal organizational constraints that are as follows. It has been observed that the limited scope of the global production network such as the limited number of production facilities in comparison to Toyota's global production network. Along with that, the higher cost of the product compared to the other competitors is also a cause for sales drop and leads to closing down some of the production facilities in Europe. The innovation process at Ford is slow and the company mostly focuses on increasing the quantity of production instead of adapting changes based on the emerging market. 
Opportunities (External factors)
The opportunities of Ford Motor Company are related to the expansion globally by following a market penetration strategy, focused on increasing the number of dealers and marketing strategies (Crick and Crick 2020). According to the 2021 financial report of Form Motor, the company is currently committed to carbon neutrality and reducing 1 and 2 GHG emissions by 76% and 3 GHG emissions by 2035 (media.ford.com, 2021). For this reason, the company is focusing on introducing more electric cars (For example, Mustang March-E, and F-150 Utility Truck). 
Threats (External factors)
The Ford Company faces extensive threats or challenges from the existing automobile companies such as Toyota and General Motors which are highly focused on innovation and extensive marketing. With the increasing price of oil and gas as well as a lack of strategies for producing electric vehicles, the Ford Company may face threats in increasing their sales performance as the majority of the Ford vehicles are based on internal combustion engines. 
External Challenges-
[bookmark: _Toc102671747]2.2 Challenges to global trade 
Ford Motor is facing a great challenge from the ‘North American free-trade agreement (NAFTA)’ as the CPI of vehicles rose by 7%. Currently, around 20% of the parts imported from Mexico and Canada do not use the NAFTA trade policy (Dziczek et al. 2018). However, more than 70% of the US-produced vehicles are exported to Mexico and Canada and such an increase in the NFN tariff and transportation cost will increase the operating or production cost in the US. Therefore, it will limit US-built vehicles including Ford Company’s Car in competing within the global marketplace. 
[image: ]
Figure 1: Sourcing of US light vehicles in 2017
(Source: Dziczek et al. 2018)
[bookmark: _Toc102671748]2.3 PESTEL Analysis 
This paper in this section develops a PESTEL analysis to outline various elements that may affect Ford's company both positively and negatively. 
Political
The political status of the Ford Company seems favorable because of governmental stability and tax reform. The company benefits from the stable political conditions in China, North America and Europe. The lower tax liability because of the tax reforms in the US seems favorable for the Ford Company and for more it allows the company extradites most of its overseas profit at a low cost (Mertz 2020). Due to this reason the tax payment gets lower for the manufacturer. However, it has also been observed that changes in the US trade policy may lead to an increased cost of production. Along with that, recent political differences between China, the United States, and Russia will influence significant trouble. 
Economic
The significant growth in the US due to recent Tax reforms creates possibilities for sales growth. The low level of unemployment in the US will also increase the HR cost and as the company is dependent on automated production at manufacturing facilities this cost can be reduced (Kumar et al. 2020). Additionally, the fastest growth in sales has been observed in the CIS (former 'Soviet Union republic') where the sales rose by 50630 units and this is around 15% in the ASEAN this growth was observed by 117,725 units. The increasing fuel and gasoline price affects sales (annualreports.com 2021). 
Sociocultural
The sociocultural factors for the Ford Company discuss various challenges including demographic challenges across the world. Most of the US population is in the group of people older than 65 years old and under 18 years old (He and Harris 2020). This can be both an opportunity and a challenge because the young generation under the age of 18 will be close to the buying age. For this group, the Entry-level passenger cars will be affordable (media.ford.com, 2021). The challenges influence the sales of utility vehicles and trucks because of their comparatively higher price. The other aspect is that the company can target elderly people by using the fully autonomous vehicle proposed by the company (Parreira 2020). In the UAE the females are not authorized to drive, which can be a challenge for increasing regular car sales. 
Technological
Ford is focused on entering the ride-sharing market by offering 'Ford Smart mobility LLC' targeted by Uber and Lyft within the ride-sharing industries. Ford utilizes Artificial Intelligence throughout the manufacturing facilities towards collecting and analyzing data from assembly lines, equipment sensors, and the smart robot technology used in the production of cars (Golley and Odijie 2022). However, the company is lagging far from its promise of developing autonomous cars compared to its competitors like Tesla, Mercedes, and BMW (ford.com, 2020).
Environmental
Environmental factors in Ford include a decrease in the Oil reserve and the lack of innovation in Electric vehicles. The aim of the company is now to focus on becoming a carbon-neutral vehicle producer by 2050. The company is more focused on creating fuel-efficient trucks and SUVs along with using over 85% recycled materials in vehicle parts (media.ford.com, 2021). For example, a requirement to the suppliers is to use at least 25% recycled materials for seat production, the seats in Ford Fusion are made with more than 40 recycled plastic bottles (Romero‐Hernández, 2018). 
Legal
After NAFTA has been enacted Ford are looking to strategically utilize the benefits of free trade and get a labour force at low cost as well as sourcing from suppliers (Dziczek et al. 2018). However, the impact of these regulations on the Ford Motor company is uncertain. In 2016 the company faced legal allegations regarding producing defective products. Additionally, the other legal factors are increasing safety-related regulations, environmental protection, and intellectual property increasing law globally (Enkhbayar, 2018). 
[bookmark: _Toc102671749]2.4 Porter’s Five Forces analysis 
· Threat from new Entity (Weak)- 
In the automotive industry, huge capital investment is necessary that increases the barrier for new entities. The current global automobile industry is shifting towards creating eco-friendly vehicles and EVs (Parreira, 2020). After 2010 Tesla became an emerging brand for its EVs in the US. Ford faced huge competition from other existing companies such as General Motors, Volkswagen, and many other brands due to their ability to make fuel-efficient, low prized, or technologically featured vehicles (Enkhbayar, 2018). 
· Bargaining Power of Buyers (Medium)- 
The bargaining power of the buyers in the Automobile market is considered a medium as there is no switching cost and in case the consumers are not satisfied with the brand, customers may change their choice of the brand. The manufacturers also do not fully depend on any single buyer. 
· Power of Suppliers (Low)-
The suppliers' bargaining power over Ford is considered as weak. The reason for this advantage for Ford is, due to the use of 'Vertical integration' conducted by Ford Motors in their manufacturing plant and the strategy is to vertically integrate inverters and electric motors. This increased Ford's self-dependency. 
· Threat from substitutes (High)-
The Ford company faces significant challenges from the various substitute companies and this level of threat can have a high impact on the Company. This substitution includes different forms of public transportation in urban areas such as conventional public transport as well as other vehicles like electric bikes and scooters and ride-sharing services. Hence, these substitutes are more affordable than expensive vehicles. 
· Competitive Rivalry (Medium) - 
The competitors of Ford Motor company are aggressive towards rapid technological advancement and creating marketing strategies and practices. Some of the main competitors of Ford are General Motors, Tesla, and Toyota.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                           
[bookmark: _Toc102671750]2.5 Value Chain Analysis 
These are activities towards creating values for customers. 
[bookmark: _Toc102671751]Primary Activities- 
These activities are involved in direct operations such as the production and sales of products to the customers. 
· Logistics- Ford company has a strong relationship with Penske Logistics in North America as well as in Europe where the logistics company centralizes all the inbound and outbound supply of spare parts, other materials, and services including billing. 
· Raw materials- Ford company sources raw materials from various parts of the world ethically and responsibly. For example, Cobalt is sourced from Congo (DRC), Mica through collaboration with RMI's mica group, Rubber from third-party research and stakeholders initiatives (GPSNR), and copper from recycled car materials (ford.com, 2020). 
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(Source: media.ford.com 2020)
· Manufacturing- This process involves various activities including machining, assembling, packing, testing, production of equipment, and many other processes with synchronization with Human resources, ensuring the safety of workers at facilities during the Covid-19 pandemic, involving sustainable production. Ford is aiming to achieve 100% locally sourced renewable energy at a manufacturing facility by 2035 (ford.com 2020).
· Sales and marketing
 Ford company spends an ample amount on sales promotion and advertising. The expenditure on the advertisement is around $4 billion in 2018. In the year 2019, this expenditure reduces to $3.6 billion. Apart from this advertisement, it also uses auto shows and events as a promotional campaign for the brand and product. 
· End of vehicle life
The company is highly focused on reusing and recycling in its manufacturing process (Arowosola and Gaustad 2019). Ford Motor company manufactures vehicles that can be recyclable up to 85% (ford.com 2020). 
[bookmark: _Toc102671752]Supportive activities
· Infrastructure
The Ford Company is currently committed to manufacturing Electrified propulsion” and looking to invest more than $11.5 billion worldwide in developing Electrified vehicles as well as charging infrastructure (ford.com 2020). Additionally, it is focused on enhancing data governance infrastructure including policies towards bringing transparency, and effective data handling. 
· HR management
Ford currently has around 190,000 workers and the HRM policies and operations are focused on Strategic HRM as well as investing in human capital such as financial rewards and various training programs. 
· Technology
At the manufacturing facility, Ford uses a Quantum signal for sensing and robotics technology. It also integrates vehicles with the Transportation mobility cloud allowing communication between vehicles and infrastructures.
[bookmark: _Toc102671753]2.6 Competitive Advantages 
Ford Company uses Chabot’s to facilitate the users growing engagement. And also, the chatbot handles all the customer queries and data efficiently and automatically without any human intervention (Enkhbayar, 2018). Therefore, the competitive advantage is based on ensuring high sales, customer loyalty, brand image, innovation, and the strategy is aimed at utilizing differentiation and cost leadership in changing markets. 
Can Ford be successful in the international market?
The study has presented the various factors that have had impacted Ford Motor company both positively and negatively. However, it has been observed that in the financial year 2018 and 2019, the company has earned around $1.40 per share. According to the Wall Street data, the average share price of Ford will increase to $1.95 per share in 2021 and 2022. The study also evaluated that the improvement of service quality, manufacturing process as well as employees work satisfaction levels, Ford Company needs to maintain its momentum by offering more Electrified vehicles, Hybrid cars as well as the safety features within cars (Statista, 2022). As currently, the increase in the fuel price impact automobile sales, the approach of Ford Motor towards providing EVs will be effective to maintain and even increase their number of car sales throughout the globe. However, there are competitors of Ford in the EV market, which includes Tesla, Chevrolet, Volkswagen, Toyota, and General Motors. Regardless of the competition, with Ford’s new EVs with high safety features and performance Ford Motor can effectively increase their trade margins throughout the globe. 
[bookmark: _Toc102671754]3.0 Conclusion
The paper highlights various aspects of the internal and external market of Ford Motor company. It has been found that to get a competitive advantage Ford company needs to move beyond giving price discounts and incentives and can focus on producing more electrified vehicles and speed up the automated vehicle development initiatives.   
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This part of the report is not essential and aims only at better visualization and understanding of SWOT Analysis.
SWOT Analysis Matrix
	Strengths
	Weaknesses

	· Advance technology 
· Loyal customer
· Huge investment of R&D
· Diverse offerings
· Global operational Network
	· Limited scope of the global production network such as the limited number of production facilities in comparison to Toyota's global production network. 
· Higher cost of the product compared to the other competitors 
· Sales drop and lead to closing down some of the production facilities in Europe. 
· Slow innovation process

	Opportunities
	Threats

	· Demand of different models
· F-150 Ford Pickup is best seller in its class
· Sustainable production and reuse and recycle of materials, green Drive reduces emission.
· Lincoln won 5-star rating and Volkswagen’s Diesel gate scandal shifted customers
	· Increased Fuel price
· Lack of Electrified vehicle types
· Higher cost of vehicles
· Slow innovation rate compared to other companies
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