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Business environment is the environment in which a company, business or industry operates and can be both internal and external. According to Arthur M. Weimer, it comprises a set of economic, social, political or institutional conditions in which business operations take place. (Mildred A.,2016)
Companies and analysts use industry analysis because it helps them understand how things work in a company, such as supply demand, competition and the company's future perspectives by considering several factors. For an entrepreneur or a company, the analysis of the industry helps them to understand the position of a firm in relation to others, to identify its opportunities and threats and gives them a perspective on the present and future of the company. (CFI,2020)
The internal environment includes different factors of the organization and through it, the decisions and operations of the company can be influenced. One of these factors are the value system that refers to certain rules and values ​​adopted by the company to regulate the conduct of circumstances. Vision, mission and objectives are other factors. The vision refers to what the company wants to achieve, the mission to its business and organizations and the objectives refer to the achieved stages in a period with certain resources. (Surbhi S.,2019)
Other factors are management structure and internal power relationship which involves several branches such as the organizational hierarchy, the relationship between the functional areas, the way tasks are reported and delegated and others. Another important factor in an organization is human resources, through them the success or failure of a company takes place. Tangible and intangible assets are other factors that refer to research and development, technological capabilities and things owned by a company such as land, machinery and construction. (Surbhi S.,2019)
The external environment refers to those factors that are not in the control of the company and have a significant influence on the performance, survival and profitability of the company. They are divided into two branches: micro-environment and macro-environment. The micro-environment includes factors that directly influence the company's operations and are controllable in nature: competitors, suppliers, customers, intermediaries, shareholders, employees and the media. (Surbhi S.,2019)
Macroenvironment refers to those factors that can affect the entire industry and are uncontrollable in nature. The first one is the economic environment that plays a significant role in a company's profitability through purchasing power, saving habits, credit facilities and other things that influence the company's product demand. The political and legal environment refers to political rules and laws that must be respected by the company. The technological environment is constantly changing and companies work every day to develop and launch new products, thus maintaining a company's profit. (Surbhi S.,2019)
 The socio-cultural environment refers to the factors of human relations such as cultures, traditions, beliefs, and values ​​of a society on which companies must focus. The demographic environment refers to the level of education, structure, type and size of the population in a certain area and helps the company to find the marketing mix of the population. The global environment claims that the company can offer its products and services in several countries and regions around the world, having the duty to comply with the rules and laws in that area. (Surbhi S., 2019)
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[bookmark: _Hlk49339170]The automotive industry has experienced both ups and downs in recent years and has managed to recover from the economic crisis. The industry's profits have started to grow from year to year, for example in 2012 it was higher than in 2007, and it is expected to continue this growth in the future. It has been predicted that by 2020 there will be an increase of up to 79 billion euros, but the benefits are distributed differently depending on the type of car and geographical areas. Some territories can do better than others. The source of profit has changed a lot over the years. In 2007 BRICs and ROW accounted for 30% of global profits, and in 2012, ~ 60%. Sales in these areas rose to 65% and outpaced growth in other areas such as Europe, South Korea, Japan and North America. Most of this growth is due to China. (McKinsey et al,2013:7)
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Figure 3
           (McKinsey et al,2013)





Instead, Europe suffered a downturn, in 2007 its car industry had a profit of only 15 billion euros, and by 2012 it had a loss of one billion euros. Two of the reasons for this loss are because people bought fewer new cars and because Europe's well-developed industry could not sell as much as they produced. Japan and China have experienced an economic crisis, especially Japan, which suffered in 2011 due to a strong tsunami, but both managed to recover in 2012. Japan experienced an immediate increase in domestic sales, production and exports that did not last long, as in 2013 sales fell sharply again and this decline is expected to continue. (McKinsey et al,2013:7)
North America's profits rose to 23 billion euros in 2012. The product mix gained more value by switching to pickups and SUVs. OMV's cost structure has improved, helping to make it profitable quickly. It is estimated that by 2020 the emerging forces will represent ~ 2/3 of total car profits. Most of the additional profits will come from the constant increase in sales. China will contribute about half of the 13 billion euros, other emerging markets will contribute 6 billion euros, and established markets with only 4 billion euros. Challenges and opportunities could also contribute with 2 billion euros to this total profit. (McKinsey et al,2013:8)
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Figure 4 (McKinsey et al,2013)





Since its invention in the 19th century, the automobile industry has been important to the world economy. The growth and income of this industry are affected by certain factors. Asian markets have proven to be very profitable for car brands. China has become a global vehicle market. Pollution has become a factor that has put the car industry under great pressure. All manufacturers are trying to create more efficient, more developed and less fuel-intensive vehicles. The PESTLE analysis shows how several factors influence the automotive industry. (Pratap A.,2019)


The profitability of the industry is affected by political factors. Less polluting and environmentally friendly vehicles are more valued and receive more government support around the world. They and carburetors have increased recently and the UK and US  are offering government subsidies for this type of vehicle. Government laws and regulations differ in each country and have a large influence on the revenues of car brands, but those with low consumption and low pollution more easily meet these rules. Government laws and policies play an important role for car companies because they can affect their profits. (Pratap A.,2019)
Another factor with an important role for this industry is the economic forces. Recently there has been an economic crisis that has affected the car industry and when this happens, car sales are declining. Developed countries have higher sales due to the purchasing power of customers and also the prices are higher than in less developed countries. The purchasing power of customers decreases if there is an economic crisis, so the industry can be influenced by this factor. Low-cost cars attract customers faster, which is why many manufacturers produce these cars. (Pratap A.,2019)
The car industry is also influenced by socio-cultural forces and what people want. Many models appear on the market due to people's preferences, which depend on their cultures. Manufacturers also take into account the age distribution in different populations. It is possible for a certain brand or model of car to be successful and have a lot of sales in some countries and not in others. Thus, people's preferences and socio-cultural forces have a significant influence on the car industry. (Pratap A.,2019)
Technological factors and innovation are important factors for the automotive industry. The market share is influenced by the innovation of a company, which if it grows, the share goes in the same direction. Many brands such as Ford and Toyota are investing in less polluting cars, and even Toyota is working to bring driverless cars to market. Customers have always preferred cars with low consumption and pollution but high mileage, so sales of these cars are always high. Given these things, it turns out that technology is an important factor of a car company, because it has a significant influence on its sales and profitability. (Pratap A.,2019)
Another influential factor is the ecological / environmental factor. Almost all manufacturers in the automotive industry have had to adapt to the situation and create low-carbon vehicles. The government and the laws offer tax subsidies to cars with low consumption and emissions. Lately, pollution tests are stricter and cars that pass them easily are only valid in certain places such as the UK and EU. Since the 21st century, governments have begun to attach greater importance to pollution control. (Pratap A.,2019)
The profitability and performance of the automotive industry is also affected by the legal factors that must be respected, especially when it comes to international sales. When vehicles are sold in foreign countries, they have controls for pollution, product quality and safety, to comply with laws such as tax and environmental. To reduce the risk of accidents, passenger safety laws have become stricter. (Pratap A.,2019)



[image: ]SWOT analysis is a planning method that determines threats, opportunities, weaknesses and strengths. Figure 1 shows the SWOT analysis of car manufacturers.







Figure 5 
(Smartdraw,2020)








There are several advantages to international trade, that is why businesses engage in it. One of these advantages is that they can increase the number of customers and this leads to increased revenues. Another one is that there may be less competition in other countries and also, you can benefit of export financing. Many businesses choose this international trade because they can sell their products more easily in markets in other countries, especially surplus goods that cannot be sold in their country of origin. Currency fluctuations and advance payments are also important advantages of international trade. (Martinuzzi B.,2018)
There are some challenges/ opportunities that the automotive industry will face in the future. Cost pressure and complexity is one of them. If safety regulations and environmental standards increase, the complexity will move in the same direction. OEMs will have to discover alternative technologies for low-emission cars and in addition it will be difficult for them to differentiate themselves from the new features related to the net development of the price with a low budget, while trying to obtain the economic value from them. Diverging markets are another challenge. The market share of their global sales will increase by more than half of the current number, but the location of current production and supply bases is not aligned as it should be for the future production. The Chinese aftersales market will grow by 20% per year, so OEM should prepare for this. Digital channels are an important information channel for customers. Purchasing products online could be both an opportunity and a threat to OEMs in terms of competition. (McKinsey et al,2013:9)
In conclusion, the automobile industry has developed a lot over the years and has had both ups and downs. All the factors presented above contributed to its development and influenced it to be what it is today. I believe that car manufacturers will continue to develop and create new more modern products that will attract people's attention and increase sales. Pollution is a negative thing, so my recommendation for car manufacturers is to give more importance to the negative factors that vehicles apply to the environment and to produce more and more cars that do not pollute, so we would live in a healthier world.

























BIBLIOGRAPHY
1. CFI(2020), What is Industry Analysis, Available at: https://corporatefinanceinstitute.com/resources/knowledge/strategy/industry-analysis-methods/, Accessed: Aug 24, 2020 
2. Martinuzzi B.(March 21, 2018), What Are the Advantages of International Trade?, Available at: https://www.americanexpress.com/en-us/business/trends-and-insights/articles/advantages-international-trade/, Accessed: Aug 29, 2020
3. McKinsey et al(2013), The road to 2020 and beyond: What’s driving the global automotive industry?, Available at: https://www.mckinsey.com/~/media/mckinsey/dotcom/client_service/Automotive%20and%20Assembly/PDFs/McK_The_road_to_2020_and_beyond.ashx, Accessed: Aug 26, 2020
4. Mildred A.(2016), Elements of Business Environment, Available at: https://docplayer.net/14797014-Elements-of-business-environment.html, Accessed: Aug 24, 2020
5. Pratap A.(July 8, 2019), A PESTEL Analysis of the automotive/automobile industry, Available at: https://notesmatic.com/2016/09/automotive-industry-pestel/, Accessed: Aug 27, 2020 
6. Smartdraw(2020) ,Car Manufacturer-SWOT Diagram, Available at: https://www.smartdraw.com/swot-analysis/examples/car-manufacturer-swot-diagram/, Accessed: Aug 28, 2020
7. Surbhi S.(Dec 31, 2019), Difference Between Internal and External Environment, Available at: https://keydifferences.com/difference-between-internal-and-external-environment.html, Accessed: Aug 25, 2020 





2

image1.png




image2.png
Tangible and
Infangibl

Management
siructure and





image3.png




image4.png
‘Global passenger car profit development by geography'
EUR bilions

&3 =
—— =

romaness [ ®

; .
Euope
dapanang ° 5

00 08 o 0o on =




image5.png
Oversll sutomotive industry profit growsh, 2012 - 2¢°
EUR biions

Established markets Emerging markets
(North America, Japan, (BRIC and RoW)
South Korea, Europe)





image6.png
Car Manufacturer SWOT Analysis

New invesiment b carfactores i the US and Crin.
52w 2005 profis i, against the worduice meior
ndustsy rend. Netprofés rose 0 8% 0117 tllon
yen, uhie saes wera 7 3% higher 3t 18 85 wlion
yen Commentaors argue hat s s because the
‘omoany has heright s of producs for the
ekt prt

10203 i company knocked s rval ot
<5t 12 hoome o s s second rges e
sk w72 mon une. s stong sy
positon's based upon 3 numar offatrs cluding
= Garsied productrange higny argeed
markatng 3nd 3 commément o aan manufachuing
and qualy.

WEAKNESSES

«Bsing g s 5 oun problems. The Vierd market
o oae 2 2 conciton of o Supty and 25 o
o i e e
e e saneurare vt

2 2 et fo manufscting envrarmentaly
‘fiendly arices. Rockeing o prices rave ssen
535 of he new o vanices mcrezse.

The company has aunched s new ca whichs
targeted t e svestwise youh maket and captures.
(ortimpis o) i natire of dance and DJ cvhure i
3 ey competive segment Tha veiclefsal s 3
Cniace conyeriie, wih modes exanding t el
a3 Tre narrow segment & oforious fr L arrom
margins and dfculies forbraning.

«Produt recas are svays 2 problem for vehicle
manufacurers In 2005 e company had orecal
50,00 sports uy verices and pick up ks e
o fauly ot suspension systams.

« Compltion s incraasing smost i, withnew
s saming i e e o G, San
Korea 3nd new plans n Easiem Europe. The.
company is 350 exposed toany movement n e
proaof aw matarals such 25 ooer,seel and e
Tne key sconomes in the Pacc e US 3nd
Erope sso sxperenca o downs.

OPPORTUNITIES





