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Executive Summary
The increase in transportation industry development and the demand for automobiles has gradually led to the development of the national industry. The increase in the demand for cars due to various dynamics in both local and international markets has called for the need to analyze various external factors within the international markets as they are well explained using the PESTLE analysis. The car industry attracts international markets and to be able to thrive in the large market niche the industry must be endowed with the various competitive factors that are explained in Porters’ Diamond Model. From the model, one can analyze various opportunities and challenges that the car industry faces. The reports also provide various ways that the car industry can improve its competitive advantage by improving its opportunities.
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[bookmark: _Toc58567630]Introduction
The car industry is operating in a dynamic environment that influences its operation and the achievement of its objectives. The car manufacturing industry is faced with numerous internal, external, and natural factors that have huge impacts on the car industry in a great deal.. There is a need to have an understanding of the global and local markets to ensure a wider customer base and to avoid the business from falling on the wrong side of the international market. The car manufacturing industry needs to analyze various factors affecting the international market using the Pestle analysis model. The report therefore will provide major forces shaping the global business environment using the porters five forces model as well as an understanding of the changing global business market. It will also identify various reasons why organizations engage in international trade and assess the competitive environment using Porter's five forces and Porters Diamond model and discuss how the firm can position it to gain a competitive edge.
[bookmark: _Toc58567631]Pestle Analysis
The Pestle analysis will provide various major forces shaping the global and international market of the Car industry. Some of these major forces are the political, economical, sociological, technological, legal, and environmental factors
[bookmark: _Toc58567632]Political factors
Safety regulations- driving of motor vehicles can be dangerous and the need for governments across the globe enforces strict regulations in the car industry. Some of these regulations govern manufacturing include the provision of building requirements such as safety belts to ensure the safety of passengers. This makes automotive business to be expensive and this the reason why the existing brand maintain their market
Emissions Rules and policies- The car industry poses environmental impacts to the industry since all vehicles are powered by fuels such as diesel and petroleum that result in pollution whenever burnt. The environmental concerns by the politicians and governments are a major regulatory hoop for the car industry.
[bookmark: _Toc58567633]Economic Factors
Increased disposable income- There has been a general trend of increase in individual earning for the last five years. This implies an increase in the money for spending and hence the demand for luxuries such as automobiles (Hanelt,et.al, 2015). African states are one of the developing regions and economic developments are making it possible for every household to afford a car and this increase the demand for the car industries.
[bookmark: _Toc58567634]Sociological factors
The popularity of driving cars- the driving car has been popular. It’s common for most families to own one or more cars. Besides, it has become a norm to own one or more cars in developed countries such as Canada, European countries, the USA among other countries.
Technological Factors-The advance and shift in technology has impacted the car industry since there has been a completely autonomous car for the past years and this has made most of the car manufacturers change their business strategies for them to remain relevant.
Increased Safety- technology advancement has increased the safety of motor vehicles, for example, the requirement of wearing seat belts, rolling out airbags that have improved the standard of the car manufacturing industry. Also, there has been a general trend of introduction of the emergency brakes to help reduce the likelihood of end collisions for the last years.
[bookmark: _Toc58567635]Legal factors
Copyright issues- The features, shape, and brand of a car need to be protected by trademark, patent laws, or even copyrights. In recent years there has been a concern of car manufacturers stealing car designs of western counterparts. An example is the Chinese brand Geely which has been using the same copies of Rolls Royce Phantom leading to conflicts.
[bookmark: _Toc58567636]Environmental factors
Emissions of carbon-carbon dioxide are one of the main environmental pollutants that are generated by the car manufacturing industry. Carbon emission plays a larger role in climate change as a result of the greenhouse effect. Carbons emissions have been an issue that has gained global attention and governments might be forced to take action for example ban the production and the usage of motor vehicles and switch towards the use of electric vehicles.
[bookmark: _Toc58567637]Global business environment
The car manufacturing business faces various dynamics from the global markets which may be unfavorable or favorable to the growth of the industry. Some of the changes in global markets act as a driver of growth in the car industry and they are discussed below:
Increased per capita income and change of demographic distributions are crucial in the growth of car manufacturers. The highest population proportion is below the age of 35 years and 75 percent of these are potential buyers since they will become the working population (Beyer, 2014). The trend is an indication of small and medium cars remaining dominant as well as shifts to high-end cars will be expected at a faster rate. The increase in disposable income and increased availability of finance options has driven the demand for the household car. Besides the increased in the growth of the middle class, Increased in purchasing power as well as strong economic growth over the past few years have attracted most of the car manufacturers to the global market.
The increase in competition in the car manufacturing industry has resulted in a variety of choices for consumers at a competitive cost which has resulted in improvement of productivity and this has ensured the production of high quality, well-designed cars (Beyer, 2014).
The rapid development of infrastructure such as roads, world class facilities for testing, availability of trained manpower, and enabling government policies have ensured fair competition and has made the car manufacturing industry more competitive globally.
                                                                
[bookmark: _Toc58567638]Competitive Environments
Competitiveness is the paradigm for economic development. Competitiveness is well defined by the Porter Diamond Model and Porters Five forces models. 
[bookmark: _Toc58567639]Porter Diamond Model
The car manufacturing industry operates in a competitive market and hence the need to analyze local and international competitiveness using four major dimensions which are Factor conditions, Demand conditions, Firm strategy, and Rivalry, and finally related and supporting industries.
Car manufacturing industries face globalization that attracts international markets. Increased global markets attract certain demand conditions. For example, in various regions of a country like German, there are no regulations of speed limits. Car manufacturers from these regions face sophisticated buyers who may demand powerful machines and hence the need to come up with innovative engines to meet these needs
Its evidence that within the car and manufacturing industry there is firm strategy and rivalry which can be evidenced by strong rivalry among car manufacturers who compete intensely and keep producing strong, more innovative, and quality products.
The car manufacturing industry has related and supporting industries which are crucial in the provision of various materials that are needed in car manufacturing such as iron and steel, provision of relevant training and education to the employees, banks for financing industries with capital, IT infrastructures among others. All these are crucial in the provision of labor, car manufacturing knowledge, capital, innovative ideas, and new inventions that ensure the production of quality vehicles (Deb,et.al, 2018). Besides, most of the car manufacturers are outsourcing entire car components to a hierarchy of suppliers for example auto parts suppliers, foreign-owned industries, indigenous conglomerates, and imported parts in that order.
Factor conditions include the availability of skilled engineers from recognized universities for example German Universities, governments focus on the scientific research and development that help in pushing and improving the car manufacturing industry, increased in cheap labor and market, increase market access to the USA, less strict environmental regulations among others have favored car manufacturing industry (Alavi,et.al, 2020). There increase in the evolution of factors conditions from the basic factors to more advanced factors has improved the car industry
[bookmark: _Toc58567640]Porter’s five forces model 
There are various factors affecting the car manufacturing industry globally and they include the five forces of Porter that affect competitiveness and attractiveness in the global market. The model helps the industry in keeping track of competition and would create various sources of competitive advantage
[bookmark: _Toc58567641]The threat of new entrants
It is difficult for the new brands to enter in car industry due to the huge investment cost required in establishing the brand, hiring qualifies staff, setting up manufacturing facilities among others. Also, the industry is faced with intense competition from already existing brands. Besides legal requirements have grown and hindered new entry. Small industries may not achieve economies of scale and the increase in importation taxes discourages new entry. These are various factors that reduce the threats of new entrants (Hanelt,et.al, 2015). Tesla is an example of a new brand that has gained the international market.
[bookmark: _Toc58567642]Bargaining power of suppliers
The bargaining power of the suppliers in the car industry is weak this is because they are few. There are various vehicle brands, for example, BMW, Ford among others hold immense clout due to the availability of raw materials and can easily switch from one supplier to another hence bargaining power of the suppliers is weak.
[bookmark: _Toc58567643]Bargaining power buyers
Individual consumers, corporations, government agencies among others have strong bargaining powers because they are price-sensitive, and switching to another brand offering the same product at low prices is easy. The car manufacturing industry is put more focus on building customer loyalty by designing a quality product at competitive prices (Hanelt,et.al, 2015).
[bookmark: _Toc58567644]Threats of substitutes
There are several alternative modes of transport such as planes, buses, trains, bicycles among others. However, owning a car provides increased accessibility and convenience. Besides, there is the threat of substitutes such as daily commuters which are cheap and easier such as buses.
[bookmark: _Toc58567645]Competitive rivals
There have been a low number of recognized brands and exit barriers are high due to huge losses associated with quitting from the car industry. Large companies have maintained customer loyalty and this increases competition. Also, most firms have invested aggressively in research and development as well as the use of technology in production and marketing (Dixit & Joshi,, 2011). This means that the level of competition rivalries among the existing and leading brands continues to be high. The manufacturing industry tries to maintain a competitive advantage by maximizing customer satisfaction.
[bookmark: _Toc58567646]Opportunities and challenges of the car manufacturing industry
According to the Porters five forces car industry faces various opportunities and challenges which may improve and hinder the development of the industry. The threats are limitations of competitiveness and together with; opportunities and challenges are well illustrated using the SWOT analysis.
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[bookmark: _Toc58567647]Ways in which firms can best position themselves to gain a competitive advantage.
From the pestle analysis, Porter’s five forces and SWOT analysis the car manufacturing industries can improve their market by benchmarking their performance against the best performing company to ensure adoption of the best manufacturing practices and implementation of production techniques to enhance the production of variety and high-quality cars. This would help in meeting the demand for a wide range of consumers. The industries can also reduce the volatility of fueling by designing low fuel consumption cars (Henfridsson & Lind, 2014) . Car industries should ensure the production of cost effective carriers, strong, rugged, and relatively cheap cars to capture the rural market. Finally, the car industry should ensure an increase in the penetration of the international market by maintain customer loyalty.
[bookmark: _Toc58567648]Conclusion
It’s with doubt that the increase in the demand for cars is a wake-up bell for most car industries since there need for innovation, new invention, and ideas of designing variety and the quality car to move with the global demand that is ever dynamic. To ensure good international relations there is a need to be familiar with different countries' policies, regulations, culture among others to enhance good customer relationships which would result in increased demand. The report is evidence that there is a variety of external business factors that all the manufacturing industries should consider to ensure the setting of effective strategies that would not hinder the growth and development of companies. The car industry attracts both local and international markets and hence the need to assess various sources of competitiveness as well demonstrated by the Porters Diamond model and the Porter’s five forces. From the models, it’s evident that different car industries have been able to thrive in a competitive market due to their strengths and increased opportunities. However, there are limitations of engaging in international trade since industries are prone to threats such as unfavorable intense competition, increased car stealing car copyrights, increased demand for electric cars that are environmentally friendly and reduce the cost to be incurred for fueling. From the reports, we can analyze on reasons why car industries engage in international trade and this can be got from the Porters Diamond Model.
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Opportunities of   car manufacturing  industry   1.   Changing customer’s  lifestyle and group -   most of  the UK government  agrees   that most population current  lifestyle mean that they  ought to have their own car  due to increase in  independence and  freedom  which is offered which is  associated with cars.   2.   Presence of more  compelling sectors -   in the  next few years there will  change in supply chain for  car manufacturing  industries due   to switching  to electric vehicles which  would be a opportunities for  the existing and new  entrants   3.   Demand for fuel efficient  cars -   maximizing on fuel  driven combustion engines  and efficient programs cost  are great opportunities for  the car industry   (Hanelt,et.al, 2015) .  The  emerging market is likely to  be the primary gro wth in  future since the  fuel - efficient   cars will be highly  demanded.    Challenges (comprise of Weaknesses  and Threats) of Car industry   1.   Increased government  regulations such as imports  duties and higher taxes,  inverted duties on raw  material, decreasing the  validity registration period,  volatility in the prices of  fuel  has   been challenge and has  affected the growth of the  industry.   2.   Bargaining power of  consumers - In the car industry  there has been increased  variants, stiff competition and  list of alternatives  that  customers can choose from  which has given customers  power to decide on what they  like.   3.   Decline in the demand for  owning a private car that is  powered by the internal  combustion engine -   since the  cost of insurance and fuelling  are too high   (Zhikang, 20 17) .   4.   There has been decline in the  aftermarket -   increased in the  growth of the hybrid and EVs  has greater implications for  the existing aftermarket  model. In  fact,   by the year  2030 there will be decreases  in the market size which will  be a great threat to   car  manufacturers. From  statistics there has been a  consistent decline of number    
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 of drivers who are applying for licenses.   Threats (Limitations of engaging in  competiti ve environment)   1.   Rise in demand for electric vehicles  which are cost effective and  environmentally friendly since they do not  require fueling or pollute the  environmental.   Increased competition -   there has been  increased in car industry players which has  resulted in the  intense competition and  most industries are taking advantage of  low barriers to entry (due to existing  industries taking into other shares and less  scope is left or the new entrants  (Kowalska - Pyzalska,et.al, 2020)    

 


