University of Wales  
Trinity Saint David  
BA Business Management   
  
Module title: The Global Business Environment

Module leader: Nadeem Mirza
 
Assessment 1
The Business Environment of the UK Car Manufacturing Industry

 Student ID: 1909617  
  Deadline: 08.01.2021  
                           Word Count: 2335
 




Table of Contents
Introduction	2
Main body	2
PESTLE	3
SWOT	3
Conclusion	3
References	3
























[bookmark: _Toc60999363]Introduction 
In this essay we will discuss details of the origins, development and current state of the British car industry.
Automotive industry in UK made its first steps in the late 19th century, In the beginning, the development of this type of industry met with resistance because several legal provisions were issued which aim to regulate the use of motor vehicles on public roads. Although the first British motor vehicles were assembled with French and German components, this industry was subsequently developed and, and by 1950 the UK was the second largest car manufacturer in the world.  As the conditions for the development of this type of business are favourable, new manufacturers appear in the UK that produce models such as Land Rover, Bentley Rolls-Royce and others that are still relevant today. The UK automotive industry has a strong position in a highly competitive, global environment and has been hugely successful in attracting international investment.
According to the statistics published by Parliamentresearchbriefings.files.parliament.uk. Contribution of UK motor vehicle manufacturing industry worth £16.6 billion to the economy in 2018, 0.8% of the whole economy’s output, and 8.5% of manufacturing output, the industry employed 166,000 people across Great Britain in 2018. 1.60 million vehicles were produced in the UK in 2018, 80% of which were exported.
Although the industry has performed well in recent years, achieving strong growth in employment, production, economic output and exports, the car registrations in 2018, were 2.4 million the lowest since 2013, also, the industry facing new fundamental challenges, including political, profound shifts in global demand, environmental concerns and the advent of new technologies.
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Major forces of UK Automotive industry 
In order to describe in more detail and more precisely the situation and the busines environment from the last years of UK automotive industry, we will use a PESTLE and Swot analyse.
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Political 
Political challenge like Brexit, which is terminating a contract with one of the world's strongest business organizations this already reflect on the British car industry and British economy at all. The British car industry is strongly connected to Europe, as 80 %of the cars produced in 2018 were for export of which 53 %are for EU countries. By 2016, when the Brexit vote took place in June, the British car industry was growing steadily, reaching a GBP 22 billion contribution to the economy, with only 6.5 billion in 2009. the vote in 2016 causes a change in the business climate and there are fears for the future, as in the absence of a deal with the EU, World Trade Organization (WTO) duties will be imposed which is about 10% for vehicles and 4.5% for vehicle components, the change in these tariffs will lead to more administration regulatory checks, restrictions on the possibilities for import and export of components and products, which will affect the final price of the product. (Energy and Industrial Strategy Select Committee, Brexit and the implications for UK business: Automotive inquiry)2018.
Economics  
The economic factor is favourable in recent years for UK automotive industry as many foreign investments have been attracted, for example British car marques have been acquired by foreign companies including BMW (Mini and Rolls-Royce), SAIC (MG), Tata (Jaguar and Land Rover) and Volkswagen Group (Bentley). Automotive exports totalled £40.1 billion in 2018, imports totalled £56.0 billion, so a trade deficit of £15.9 billion was recorded. (SMMT, the motor industry of Great Britain centenary book, 1996- 2018) However the dependents of economies as a result of globalization make economies sensitive to any change (Rosecrans et al., 1977). An example of this statement is that the British car industry is closely linked to the development of the European single market, with UK exports to the EU in 2019 amounting to £294 billion (43% of all UK exports) (HMRC, Regional Trade Statistics) the economic factor is not stable in the moment  for the British car industry, due to the pandemic even the world's leading economies are facing a recession also the uncertainty about a future deal with the European Union reduces investor interest even some of UK based foreign automotive producer already considering its future investments in UK based factories. The interest rate held by the Bank of England (BOE) is currently 0.1%, and expectations for 2021 are even lower than 0%, these are the actions that the Central Bank is taking will have a positive effect on the business climate. as this will stimulate banks to lend at lower interest rates and the value of the currency will decrease, which will make the country more attractive for foreigner investments.



Social
COVID-19 The pandemic facing humanity today is the main threat that poses and continues to cause damage to all world economies causing insecurity fear in the population also used restrictions and methods to limit the spread of the infection have strong negative effects of all types of business except the pharmaceutical and many companies were forced to declare bankruptcy
As one of the main employers with 153,000 workers, which is 6.3% of manufacturing employment and 0.5% of total employment in the UK (National Statistics Office, 2018), the automotive industry benefits from labour flexibility in the UK, as it is possible to use temporary workers, agency and flexible working hours, another benefit as an EU member is the ability to use and rotate EU workers and change the location of different plants in different countries. which allows time banking, which in turn makes a full contribution to productivity.
Although the UK is the leader in sponsoring the education system with 6.6% of GDP compared to France (5.3%), Germany (4.3%) and the United States (6.2%) (Organization for Economic Development and Cooperation) 2014).
The automotive industry has had difficulties in filling technical vacancies, positions that are often held by EU workers, there are fears that in the absence of an adequate Brexit deal to ensure the rights of EU workers the recent Business Leaders Report (2018) The Automobile Council (2013) reported.
Technological
Continuous technological change and innovation we can define as a challenge as well opportunity for UK automotive industry, observation of increasingly popular electric cars, which usually have a little higher price, but on the other hand are much cheaper to maintain, quieter, more manoeuvrable and easier to drive.
The average car is made up of around 30,000 parts, many of which are shipped in from overseas. Any interruption to the free flow of parts would pose a very substantial challenge, but the most expensive part of an electric car is the lithium-ion battery, and if the manufacturer must buy the technology from another company the final product will become more expensive, but it is also an opportunity as the development of a new more efficient technology can improve the quality of the product and reduce the production cost.
The UK government's strategy is to develop Connected Autonomous Vehicles (CAVs) 250 million in total with invested in support of these developments which makes the country a world leader in this type of investment (Department for Business, Energy and Industrial Strategy), Government agrees landmark Sector Deal to establish UK as world leader in future of mobility, January 2018



Legal
Competition law is well built and ensures fair competition and reduces unfair practice in both the UK and EU. Not even that common but the issue of copyright also affects the automotive industry, for example some car features. like branding or shape — can be protected by copyright, trademark, or patent laws. In recent decades, has been notice Chinese automobile manufacturers copy the designs of Western counterparts. For example, the Chinese brand Geely has created some oddly similar copies of the Rolls Royce Phantom, resulting in some conflict.

Environmental
 The UK Government’s 2018 Road to Zero Strategy outlines how it will support the transition to zero emission road transport and reduce emissions from conventional vehicles during the transition. It sets out several new measures, including an “ambition” for at least 50% — and as many as 70% — of new car sales to be ultra-low emission by 2030, alongside up to 40% of new vans. There have been widespread calls for the Government to accelerate the uptake of EVs and to phase out conventional petrol and diesel engine vehicles earlier. To achieve the aims in the Strategy, the Government is (amongst other things) providing grants to make electric vehicle ownership more affordable and to offset the costs of installing charge points in the home, workplace and on-street. Eligibility and guidance for these grants is available on vehicle purchases and for ChargePoint infrastructure
Electric and low emission vehicles
Investing £500 million over ten years (to be matched by £500 million from industry) to research, develop and industrialise new low- carbon technologies in the UK. • £246 million to improve the UKs ability to design, develop and manufacture batteries for the electrification of vehicles.
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Strength
High value sector with employing 24000 engineers and investment 400 million GBP for research activities per year. World leader in production of sport cars with high quality product, which in turn leads to strong customer confidence, it is some of the strengths of the British automotive industry, also flexibility of its labour market that contribute to the productivity and maintain the authority in the world market. In addition, we can add great infrastructure and a well-structured supply chain which has a great impact on the development of this industry.



Weaknesses 
Shrinking internal market, According SMMT Report car registrations for 2018 were just 2.4 million the lowest since 2013, also is noticed consistent drop of around 7% a year in the numbers of new drivers applying for a licence as one of the reasons about it we can identify continuously rising price of car insurances.
Dependence on the EU market, as 53.9% of the total export is for EU countries it is large amount of export depending on Brexit deal.
 Environmental concerns- despite the growing total number of electric cars, fuel cars still account for more than 90% of total consumption and the Carbon Dioxide (CO2) which is the biggest environmental issue is reason for growing dissatisfaction with the already changing climate causes the introduction of legal provisions to reduce harmful emissions, which will lead to a contraction in consumption.



Opportunities 
According to (SMMT, Annual Review 2018) After the EU, the next two largest destinations for cars made in the UK are the US (17.9%) and China (6.1%) in themselves these are huge markets, and the development of these markets is one of the main opportunities for the development of the automotive industry.
Develop clear and long-term technological approach strategy is essential for the future of this industry, as electric and high-tech cars attract more and more investors, opportunity for the future development appear the development and improvement of electric and friendly environmental cars, develop competitive  technology   taking an active part in ''Government Road to Zero Strategy'' , which aims to zero emission road transport and reduce emissions from conventional vehicles during the transition, and also  Developed comprehensive CAV’s strategy also parliament taking  steps in establishing the UK as global leader in connected and autonomous vehicles, programme for creating of driverless cars,  that government already invest first 100 million GBP. appear as great opportunities for future development. (Department for Business, Energy & Industrial Strategy 30 March 2017)






Threats
Main Threats to the UK car industry are diverse, Competitors which are the main threat to the development of any business as this type of industry is well developed in Japan, Germany, France, US.                                                                              Last years have registered decreasing of demand, is another treat that appear as treat for global automotive industry (SMMT, UK automotive trade report, 25 June 2019)                                                                                                              Disruption of the supply chain- study case shows example Nissan’s production facility in Sunderland facility employees over 7,314, the plant produces Qashqai, Leaf and more (Infinity) models with capacity 550,000 units per annum. (Society of Motor Manufacturers and Traders, 2017) this facility is famous for its efficiency and the economic activity it brings to the region and part of success due to complex supply chain, sourcing diesel engines from abroad. Although 80% of the cubic volume of parts is shipped to the UK, the remaining and complex parts are shipped abroad. Currently, 58 of the 255 suppliers of the Qashqai range are based abroad, including EU countries, and the lack of a suitable deal will lead to supply and production difficulties.
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Considering all the information above, we can understand that the UK car industry is such a strong link to the British economy. Even though the situation is currently not the best given, (Paragraph 56) published by Parliament.uk suggest there are no advantages to be gained from Brexit for the automotive industry the negotiations are an exercise in damage limitation. The addition of the recession, the credit crunch, decline in consumption, as well as other negative outcomes due to the pandemic are the challenges that UK automotive industry is going to face. 
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