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Introduction

Business environment refers to the total of all the organisations, people, and other factors that are outside the power of the industry, yet may affect its growth and production. Firms are required to analyse their business environment in order to identify profitable opportunities and threats. Furthermore, analysis of the business environment helps firms to tap into useful resources. Macro business environment indicate the largely uncontrollable and outside forces such as political conditions, economic, technological among others whereas microenvironment is about a company’s immediate environment such as competitors, customers, suppliers and others. The internal business environment consists of elements present within the organisation such as employees, corporate culture, and management. 
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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 current business environment is characterised by fierce competition, consumers having instant access to more information about products they purchase or wish to purchase and rapid adoption and use of new technologies such as data analytics. A thorough knowledge of the business environment can help stakeholders and managers to make well-informed and sound decisions by studying the competitor activities, consumer trends, preferences and demands, and the economic and political stability in the business market. 
In order to identify the key forces that are shaping the environment of the UK car-manufacturing industry, the PESTLE model is used. 
PESTLE
Political – The UK has a stable political condition at present, as there are trade-friendly and flexible laws for promoting economy and trade. Moreover, the corruption rank of the country is also quite law, 12th out of 180 countries (tradingeconomics.com, 2020). The impact of these factors shall be positive car-manufacturing companies can operate in a stable business environment that has flexible trade policies. 
Economic - The GDP of the UK was around US$2827.11 billion in 2019 (tradingeconomics.com, 2020). The inflation rate is at 0.6% at present (tradingeconomics.com, 2020). However, the economic condition of the UK has declined significant owing to the COVID-19 situation. The impact of this shall be negative on the car manufacturing companies, as the automobile sector has been significantly impacted by COVID-19. 
Social – The disposable income rate of people in the UK is constantly fluctuating, as it was £351,916 in the third quarter of 2019 from £353,688 in the previous quarter (tradingeconomics.com, 2020). This decline has a negative impact on the car manufacturing industry, particularly during the ongoing pandemic crisis, as most people are likely to be unwilling to invest in cars owing to less income. 
Technological – The UK’s business environment is characterised by rapid technological advancements and innovations. The impact of this factor shall be positive, as the climbing popularity in the use of innovative technologies such as self-driving cars shall play a key role in helping the car manufacturing industry to thrive, flourish, and continue on the path of innovation. 
Legal – The UK government has passed the Equality Act 2010, which protects every individual from unfair bias or discrimination on whichever grounds (Hand, 2016). The car manufacturing companies are positively impacted by this law as they ensure that they or their employees follow no discriminatory practices. As a result, the companies are able to maintain a safe and bias-free corporate culture and boost their brand image among target customers. However, the government is also expected to introduce new laws pertaining to vehicle safety post-BREXIT, which shall affect the industry negatively as it may lead to decline in sales and profit margins. 
Environmental – The Climate Change Act 2008 decrees that the rate of carbon emissions generated by companies and industries must be minimised (Muinzer, 2018). The impact of this law on the UK car manufacturing industry has been positive so far as most companies are now looking towards designing and manufacturing their products in ways which generate least CO2 footprints. Furthermore, their CSR activities have also increased in order to be more responsible towards the environment and society. 
Porter’s Five Forces
In order to conduct a competitor analysis of the UK car manufacturing industry, the Five Forces model of Porter has been used. 
New entry threats – Entering the competitive car manufacturing industry in the UK requires huge capital investments and other key resources such as labours and suppliers. Moreover, existing companies such as Aston Martin, Nissan and others have are already dominating the car market in the country. Therefore, the threat of new companies entering the UK car market is relatively low. 
Buyer’s power – The consumers in the UK are noted to be highly sensitive when it comes to quality and price of the products that they purchase. This is particularly true for automobile customers who arrive at a purchase decision after much deliberation and comparison between car brands. Even the slightest change in trends and product prices greatly affect the market demands. Therefore, in this case, the power of bargain of customers with regard to the car manufacturing industries is high. 
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Figure 1: Porter's Five Forces Model
(Source: Lewis, 2017)
Supplier’s power – Good quality inputs and raw materials for car parts are easily available from a considerable number of suppliers in the UK (Rawlinson and Wells, 2016). This implies that the car manufacturing companies, particularly the more established ones have high power to bargain with these suppliers in order to avail the highest quality resources. Therefore, in this respect, the power of suppliers is low with regard to the car manufacturing industry.  
Risks from substitute items – The car market in the UK is huge with a number of existing and new players operating within the industry. Thus, the threat of car models similar in terms of their engines, mileage and other mechanisms is high although companies ensure that the body and model of their automobile products differ from their competitors. 
Existing competition – Many international and domestic car manufacturers are presently operating within the UK market. Global existing players in the market include Porsche, Mercedes, Nissan, and BMW among many others. Domestic car manufacturers are Aston Martin, Bentley, and Jaguar. Therefore, it can be justifiably said that the level of existing competition is very high within the car manufacturing industry in the UK. 
Changes in the car industry
In 2015, the UK car industry witnessed around 1,587,677 vehicular units, which was termed as the best year since 2005. UK also became a major automobile exporter in the world with 77.3% of the cars manufactured in the country exported to other nations (bbc.com, 2016). In 2016, the industry grew further with an average of 41% of UK content in cars built in the UK, which is a sharp rise from 36% back in 2011 (smmt.co.uk, 2017). However, in 2017, the car manufacturing industry recorded a decline of -3% with 1.67 million cars (smmt.co.uk, 2018). 
However, 2018 was a year of change in terms of digitalisation of the automotive industry. The parts inventories reduced by 20%, a 40% decrease in the machine downtime and market time reduced by 25% were indicative of how the industry was changing gradually (smmt.co.uk, 2019). In 2019, the industry saw more than 1,300,000 vehicles with 81% of the total production shipped worldwide (smmt.co.uk, 2019). From 2020, it has been found that a number of small car manufacturing firms have emerged and is manufacturing cars, such as Lister Cars, Atalanta Motors and Lightning Car Company. 

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.
In order to identify the challenges and opportunities presented by the forces discussed above to the UK car manufacturing industry, the SWOT model has been used.
	Strengths
	Weaknesses

	· Since the past few years, the car manufacturing industry has been undergoing continuous technological and product innovations as they are increasing their R&D expenditure. 
· The industry has also been witnessing high demands in the VFM or value for money vehicles even outside the UK owing to trade-friendly policies and laws (Cooper et al., 2017). 
	· In the last thirty to forty years, the car manufacturing market has shifted to supply from demand market which has led to an increase in car prices.
· The high bargaining power of customers owing to considerable number of variants and long list of companies to choose from is a major weakness for the car manufacturing companies. 

	Opportunities
	Threats

	· Forming strategic alliances with other manufacturers can be a smart tactic for car companies in differentiating their offerings. 
· Foraying new markets such as BRIC nations can lead to an influx in the demand for UK cars. 
	· Intense competition among the existing players and between domestic and global manufacturers is a major threat to the overall industry as there would be little scope for new players to thrive. 
· Frequent fluctuations in the price of fuel are a major deterrent to the growth of the car manufacturing sector (Bailey and De Propris, 2017). 


Table 1: SWOT analysis of the car industry 
Therefore, it can be found from the above analysis that car companies can form strategic alliance with each other in order to use specific capabilities and efficiencies to differentiate their offerings from the rest. Furthermore, by penetrating new markets such as BRIC nations and other emerging economies with a range of new product lines, the firms can gain and maintain competitive advantage in the crowded market. 
The product life cycle (PLC) is the time span in which a product or service faces different market stages and satisfy the consumer needs until it completely declines from the market. It is of four stages such as introduction, growth, maturity and finally decline. It even helps to strategies various plans so a product or service of any industry can increase success and profitability.
Introduction- In introduction step, a firm of an automotive industry introduces a product in the market and analyse its performance in the market and also among the consumers. It uses various types of promotional and advertising tools to make people aware about the product or service nicely.
Growth- The growth is the second stage of PLC. In this phase, an automotive firm introduces the product or service in the larger market. The advertisements, information motivates the consumers to buy the product or service and increase revenue, sales and profit for the firm in the market. It even increases the demand and expansion of the product.
Maturity- The maturity is the third stage of PLC in which the product of a firm of automotive industry (He et al., 2019). The firm earns better revenue, sales, profits and share in the market while satisfying the consumer needs nicely. However, the production cost starts decreasing.
Decline – In the last stage of PLC with is decline, an organisation of automotive industry loses its efficiency and performance in the market. The share and the revenue fall a lot. The result is that the higher officials decide to take an important decision about the particular product.
Porter’s Value Chain
The value chain analysis or VCA helps an organisation to recognise and improve the activities by adding value and minimising costs. In automotive industry, a firm uses both the primary and support activities to compete nicely in the market.
 The primary activities help an organisation to create and supply better quality of goods.
 	The inbound logistics supplies the raw materials to the automotive firm. It uses various techniques to create good products depending on the consumer needs.
The operations are various techniques such as lean manufacturing, continuous improving and so on with the help of which a firm of automotive industry creates a good product from the raw materials.
The outbound logistics is that technique in which a firm delivers the finished products to the consumers and gains better progress.
In marketing and sales, a firm uses various kinds of promotional and communicational tools to interact with the consumers and increase sales of the chosen product.
In service, a firm of manufacturing industry provide better after services to the consumers and increase their satisfaction level.
The support activities help a firm to accomplish primary works and achieve success (Mudambi and Puck, 2016).
The better firm infrastructure increases the efficiency of the staffs in improving the performance.
The human resource management team uses various recruitment and selection tools to select and improve better candidates for the betterment of an automobile firm.
The technology helps a firm to use better techniques so that a firm can compete nicely (Hamilton and Webster, 2018).
 In procurement step, a firm collects and uses various techniques to create better products from the available resources.
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Conclusion

Therefore, from the above discussion, it can be concluded that the UK car manufacturing industry is shaped and influenced by a number of forces, both external and internal. The study has made use of a number of frameworks including PESTLE, Five Forces, SWOT, PDCL and Value Chain in order to analyse their impact of external and internal forces on the growth and functioning of the industry. The changes in the industry over the past five years have also been explained. Lastly, it has been found that the car producing companies can gain competitive edge in the market by implementing certain strategies. 
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