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The global automotive industry is the leading manufacturing industry by the market size. the automotive manufacturers are performing their business activities in a dynamic business environment. Aston Martin is a British sports car manufacturer founded in 1913. The company is a global car brand having over 160 dealerships across the world. As of 2021, it generated £1,095.3 million from global trade. The company is further accelerating its business in the global market. It must consider the major forces while conducting its business in a different business environment. 
The main purpose of this report is to evaluate the challenges of the automotive company’s internal and external business environment. It will assess PESTEL analysis to evaluate the external forces and will use SWOT analysis, Porter’s five forces model and value chain framework to evaluate the internal factors in the business environment. It will furthermore assess the micro-economic and macro-economic foundations of the automotive industry. 


[bookmark: _Toc102512658]External Business Environmental Analysis
The external environmental factors in the business environment have influence in the operations and decision makings of Aston Martin. The company should follow factors and their changes while constructing its plans. 
Political Factors
The political stability of the UK has been stable for a long time which attracts investors like Aston Martin. After analysing the current trends in the UK governmental system, there is a possibility of a transition of government which can lead changes in governmental policies and as well can lead to political instability (Lingenfelder, 2019). Moreover, the Brexit referendum and the army invasion puts concern for Austin Martin. 
Economic Factors
The economic condition in the UK is quite favourable for Aston Martin although the country had experienced an economic downturn due to the pandemic. 
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Figure: GDP Growth Rate of the UK. (Source: statistaa.com)
The country is expected to reach 3,200 USD billion at 5.1 % growth rate by the end of 2022. As Aston Martin sells luxury cars it should consider the per capita income of the target market. According to a recent report the GDP per capita in the UK is expected to reach 41,900 USD by 2022 which is very positive for the car manufacturer (Carey, 2022). 
Social Factors
Aston Martin mainly manufactures luxury sports cars. As a result, its main target customers are the young demographics. Among the young generation, there is a trend of increasing sports motors. The company can leverage the trend by offering new features and designs into the cars.  
Technological Factors
The UK is a technologically advanced country that encourages technology companies to drive innovations. The country has higher safeguards for intellectual property rights and IPR which attract car manufacturers to invest more in research and development (Capuder et al., 2020). 
Environmental Factors
The ecological changes are the major concern for the UK government and the public which resulted in increased restrictions in the automotive industry. However, Aston Martin is securing its journey to a sustainable ultra-luxury company by reducing 44% in carbon emissions in its UK operations (Naicker and Olanrewaju, 2021). 
Legal Factors
The UK business laws follow the European Union, World Trade Organisation and more to impose legalities in manufacturing processes. The country also promotes legal protection for intellectual property, copyrights, patents, and other rights which are to be followed by Aston Martin.  
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SWOT analysis of Aston Martin is the evaluation of the company’s strengths, weaknesses, opportunities & threats. The analysis for the company is provided in below:
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Figure: SWOT Analysis of Aston Martin
Strengths
Aston Martin has a rich historical heritage and a high brand equity that leads to a strong customer connection. The company has a strong engineering and designing team that ensures a powerful and stylish range of cars (Parker, 2018). They targeted affluent customers in a way that brings the best profits for the company. It has expanded to over 53 countries all over the world. Globally it has built a strong presence for its good quality and performance. 
Weaknesses
The major weakness of Aston Martin is that the brand has established itself as a luxury product market (Mello et al., 2022). So, the company needs to focus on the customer’s affordability and spending power. Market penetration of the company is comparatively lesser. Its product portfolio is also limited and has a very few models of new products available. This works like a weakness point for the company to capture the global market.
Opportunities 
The company can increase market penetration by expanding themselves into the Asian market. The company can use their technical knowledge to make it possible to have the availability of mid-ranged products for the general public. So that the people who want to have a taste of their services and technology can easily afford it. The company can also increase advertisement in local markets.
Threats
The strict government policies and increased level of fuel costs greatly affects the sales of Aston Martin (the Guardian. 2022). So, the company can focus on the cars that are electrically powered. Another threat is the increased competition from big automobile companies like Jaguar, Bentley and others. The changes in customer preferences, technological innovations by the competitors and the rising costs of maintaining the workforce of the company also emerged as a threat for the company. 









[bookmark: _Toc102512661]Porter’s Five Forces Analysis
Porter’s five forces can be analysed to evaluate and assess the competitiveness in the automotive industry. The analysis is provided in below:
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Figure: Porter’s Five Forces Model. 
Threats of New Entrants: Low
In the automotive industry substantial investment and resources are required. Moreover, new entrants face barriers in entering the industry and also, they require large capital to gain economies of scale. Therefore, there is a low threat of new entrants for Aston Martin in the industry. 
Suppliers’ Power: Low
There are numerous suppliers of motor parts and raw materials in the UK. Although Aston Martin imports maximum parts from EU countries and Japan, it has increased parts localisation more than 55% to reduce the dependency of foreign suppliers after the Brexit issue (Pelle, Sass and Tabajdi, 2020). Therefore, the suppliers have less power over the car manufactures.  

Buyers’ Power: High
The buyers of luxury products like sports cars have greater power over the sellers as they have a wide variety of options to buy. Especially during the pandemic era, the economic downturn has pledged less power for the luxury car manufacturer. 
Threats of Substitutes: Moderate
As the luxury sport car is luxury but not necessity, customers are not satisfied with the prices (Tan, Othman and Li, 2021). Moreover, luxury car manufacturers like Lamborghini, Jaguar Land Rover, Mercedes etc. are coming up with new vehicles to appeal to customers. However, Aston Martin’s cars are famous for well-designed and unique features that luxury car wishers are looking for. 
Competitors’ Rivalry: High
Aston Martin has strong competitors in the market like BMW, Audi, Mercedes, Ferrari, Jaguar etc. who are dominating the market. There is intense rivalry in the automotive industry which is squeezing their profits (Paolucci, Pessot and Ricci, 2021). Aston Martin has yet to establish itself to come amongst the top ten car brands. 
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The value chain activities enable Aston Martin to add value propositions to its customers. the following are the primary and supporting activities of the company. 
Primary Activities
Inbound Logistics: Aston Martin collects its parts and raw materials from different parts of the world. Majority of its parts are collected from local suppliers which is 55% according to recent reports. It aims at cutting material costs after it had slashed huge losses in 2020.
Operations: Currently the company manufactures sports cars and grand tourers in the Gaydon village of Warwickshire where it also operates as its headquarters. It operates in more than 160 locations in 52 countries with its support network. 
Outbound Logistics: Aston Martin is spanning its operation in more than 160 locations. The distribution channels help it to grow sales and delivery service for pre-owned and new models. 
Marketing and Sales: Aston Martin plans to reinvest and redesign more cars to appeal to younger audiences (Sakuramoto, Di Serio and Bittar, 2019). It promotes its cars through magazines and billboards.
Services: Aston Martin offers maintenance and after sales services such as part supply, product forward, installation services etc. It schedules calls for an oil filter replacement once a year or in every 10,000 miles. 
Supportive Activities
Infrastructure: Aston’s network infrastructure takes luxury sports cars into a new level. It has a manufacturing plant in Warwickshire, England. Currently its infrastructure and support network are the largest in the company’s history. The company is maintaining and monitoring its infrastructure across 12 sites across the world (Hąbek and Lavios Villahoz, 2020). 
Human Resource Management: As of 2021, the company has more than 3000 employees working in different plants and sites. The HR department of Aston Martin maintains and manages the workforce by performing recruiting, training, selection, compensating and driving them to increase productivity. 
Technology Development: The company believes that technological adoption is the main source of competitive advantage in the market. It added many techno packages in its designs like keyless entry, auto park assists, touchpad, electrically adjustable steering column, blind spot monitoring etc. 
Procurement: The procurement activities of Aston Martin include purchased inputs like raw materials, supplies, laboratory equipment, building, office equipment, and machinery (Suwardi, Kusuma and Kartiko, 2021). The company employs technology in procedures, information systems, supply chain, vendor management, performance evaluation etc. 
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Trade in the international market allows businesses to accelerate the scopes for increasing sales, profitability and market share. Aston Martin has a presence in more than 160 locations in 54 countries and territories. It is seeing benefits of trading in the global market as it delivers prosperity and growth. Following are the major reasons behind its expansion in the international market. 
Accelerating Sales
Aston Martin is seeing growth in its sales as the demand in the American and Asian market is increasing. The company saw a growth of 89% in the China market for sports cars (Carey, 2022). Therefore, it plans to double its numbers of dealerships in China and other countries in Asia. 
Accessing Technology
Aston can gain easy access to the technological resources in the foreign markets by expanding in the global market. The company believes that technology is the key driver for gaining competitive edge (Wang et al., 2022). As a result, it adopts technologies from foreign markets to manufacture quality sports cars. 
Economic Advantage
Aston Martin gains economic advantage by building relationships with international suppliers. It enables the company to mitigate the fluctuation in exchange rates, interest rate, tax rates, raw material prices etc. 
Increased Productivity
Aston has its manufacturing plants in England which limits its capacity. It can manufacture only 5,000 units per year whereas its competitor Ferrari makes 9,000 units per year (Carey, 2022). However, the company mapped out £500 million in trade with China and Japan. It reported that more than 80% of its cars are exported outside the UK (Alvarado et al., 2021). 
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The microeconomic foundations include the GDP, GNP, per capita income, customer buying power, savings and investments. The elasticity of demand can be analysed to assess the market growth for Aston Martin. The market for luxury sports cars is expected to grow $600 billion by 2027 at a growth rate of 5% (Carey, 2022). The growth trend is fuelling the market for the car manufacturer. 
The main macroeconomic foundations are economic growth, inflation, government borrowing and unemployment. Although the demand for luxury sport cars is increasing worldwide, during the pandemic the demand had declined by 20-30% due to economic downturn and decrease in growth rate (Papulová, Gažová and Šufliarský, 2022). However, the industry is seeing an increasing demand after the economy of countries becomes stable in 2021.
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The market structure for the automotive industry can be categorised into four groups by which the competition and nature can be evaluated. Following are the categories where Aston Martin falls and defines the market structure.  
	
	Market structure

	
	Pure competition
	Monopolistic
	Oligopoly
	Pure Monopoly

	Nature
	Homogeneous
	Slightly Differentiated
	High Level of Differentiation
	Very Unique

	Price control
	Price Taker
	Price Maker
	Price Taker
	Price Maker

	Barriers to entry
	Moderate
	High
	Moderate
	Very High



The current international economy is growing after the significant economic downturn and inflation all over the world. It is expected to grow at a CAGR 4.4% in 2022 (Narkar and Naik, 2022). The world is recovering the devastating impact of the pandemic. The growth seems positive for luxury car manufacturers like Aston Martin to secure market growth and sustainability.  
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As a leading automotive manufacturer, Aston Martin requires to consider both the internal and external business environmental factors in its decision making. The company can accelerate its sales and profitability by enlarging its target markets. It can tackle the rivalry in the industry by innovating and designing new cars to cater niche markets. The company can also establish new manufacturing plants in other countries to have economies of scale. These will enable the company to gain a competitive edge in a dynamic global business environment. 
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