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The automobile sector is a significant contributor to the global economy and is subject to a range of key business environmental factors that impact the success of businesses operating in this industry. In this essay, we will evaluate the impact of these factors on the automobile sector using two frameworks: PESTEL and Porter's Five Forces.
The PESTEL framework allows us to analyze the macro-environmental factors that affect the industry, including political, economic, sociocultural, technological, environmental, and legal factors. These factors impact the sector in different ways, from changes in consumer behavior and demand, to shifts in regulatory and legal frameworks, to technological advancements that drive innovation and competition.
We will also use Porter's Five Forces framework to evaluate the competitive forces within the industry, including the bargaining power of suppliers and buyers, the threat of new entrants, the threat of substitute products or services, and the intensity of competitive rivalry. This framework allows us to gain a deeper understanding of the competitive dynamics within the sector and the strategies that companies use to succeed in the market.
Overall, this essay will provide a comprehensive analysis of the key business environmental factors impacting the automobile sector, and how companies operating in this industry can navigate these factors to achieve success in an increasingly competitive and complex market.
[bookmark: _Toc128725549]Overview of the Automobile sector
The automobile sector is a significant contributor to the global economy and consists of companies that design, manufacture, market, and sell motor vehicles, including cars, trucks, and motorcycles. The sector includes both established global brands, as well as newer, emerging brands (Xun et al., 2019). The sector has a long history, with the first gasoline-powered automobile being invented in the late 19th century. Since then, the sector has evolved significantly, with technological advancements driving innovation in areas such as safety, fuel efficiency, and environmental impact. Today, the sector is a major employer, with millions of people working in various roles across the industry (Zhou et al., 2019). The sector is highly competitive, with established brands competing with each other for market share and newer, emerging brands seeking to establish themselves in the market. In recent years, there has also been increased competition from new entrants such as technology companies, seeking to develop self-driving or electric vehicles. The automobile sector is subject to a range of environmental and regulatory factors, including emissions regulations and safety standards. This has led to significant investment in research and development of new technologies, such as electric and hybrid vehicles, as well as the development of new safety features (Xun et al., 2019). The sector is also subject to economic factors, such as changes in consumer demand, global economic conditions, and supply chain disruptions. In recent years, the sector has been impacted by the COVID-19 pandemic, which led to significant disruptions in supply chains, production, and consumer demand.
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[bookmark: _Toc128725551]Political Factors
Political factors play a significant role in the automotive industry. Governments around the world regulate the industry through laws, policies, and regulations. These regulations impact the production, marketing, and sales of vehicles. For example, governments may introduce taxes, subsidies, or other incentives to encourage the production and adoption of electric vehicles. Alternatively, governments may introduce import tariffs, which can impact the global supply chain of car manufacturers. In addition, political instability, civil unrest, or geopolitical tensions can impact the automotive industry, particularly if they disrupt global trade (Yang et al., 2019).
Another key political factor is environmental regulations. Governments around the world are introducing more stringent regulations to reduce carbon emissions and improve air quality. These regulations impact the automotive industry in several ways. First, car manufacturers must invest in cleaner technologies, such as electric or hybrid engines, to comply with regulations. Second, car manufacturers must adjust their production processes to reduce waste and improve efficiency (Agyemang et al., 2019). Third, car manufacturers must work with suppliers to ensure that the materials used in the production process are environmentally sustainable. Finally, car manufacturers must work with governments and other stakeholders to develop sustainable transportation policies that balance economic growth with environmental protection.
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Economic factors also play a significant role in the automotive industry. The industry is cyclical, and it is highly sensitive to economic conditions. During a recession, consumers tend to postpone the purchase of cars, which leads to a decline in sales. In addition, fluctuations in foreign exchange rates impact the cost of production and sales of vehicles. The price of raw materials, such as steel and aluminum, also impacts the cost of production. Economic growth, income levels, and consumer confidence also impact the demand for cars. For example, in emerging markets, rising incomes and improving standards of living have led to an increase in the demand for cars (Gokul and Balamurali, 2021).
Another key economic factor is globalization. The automotive industry is highly globalized, and car manufacturers must navigate complex supply chains, trade barriers, and regulations to operate in different markets (Begum et al., 2020). Globalization has created new opportunities for car manufacturers to access new markets, but it has also increased competition and reduced profit margins. In addition, global supply chains are vulnerable to disruptions, such as natural disasters, political instability, or labor strikes.
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There is also an effect of social considerations on the automotive sector. The demand for automobiles is influenced in various ways, including by shifting demographics, shifting cultural norms, and shifting customer preferences. For instance, in developed economies, populations who are getting older have a lower likelihood of purchasing automobiles, which may have an effect on the overall demand for automobiles (Sarvankar and Yewale, 2019). In addition, younger generations may be less interested in owning vehicles and more interested in using ride-sharing services or public transportation. This shift in preference may be due to the rising costs of car ownership. Alterations in consumer tastes have the additional effect of having an impact on the design, features, and marketing of automobiles (Shao et al., 2020). When shopping for a car, customers may place a higher value on certain amenities, such as those that improve the vehicle's fuel economy or connectivity.
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In the field of automobile manufacturing, technological considerations play an extremely important part. The creation of new materials, manufacturing techniques, and engine technologies has been made possible by advances in technology. Cars have become safer, more fuel efficient, and more powerful as a result of these technological advancements. In addition, developments in technology have resulted in the creation of innovative features, such as connection and the capacity for autonomous driving, which have altered the manner in which automobiles are conceived of, manufactured, and sold to consumers (Shao et al., 2020). The supply chain has also been impacted by technology, as vehicle manufacturers now need to collaborate with their suppliers to guarantee that they can offer the essential components and materials to make more technologically advanced automobiles.
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The importance of caring for the environment in the auto sector is growing. The emissions of vehicles, especially those driven by people, are a major contributor to global warming. Furthermore, automobiles contribute to air pollution, which has negative effects on human health. Governments are responding by enacting stricter rules to curb emissions and enhance air quality. In order to meet these standards, the auto industry must invest in cleaner technology, such as electric or hybrid engines. Companies also need to lessen the ecological toll of their manufacturing and distribution systems (Purcell et al., 2021). To lessen their impact on the environment, they can switch to using renewable energy or recycled products.
Consumer tastes are shifting in response to regulatory pressure and environmental issues. Customers are becoming increasingly aware of the need to reduce their influence on the environment and are increasingly interested in purchasing automobiles that do so. The result has been a rise in interest in eco-friendly car options like electric and hybrid models. Natural resources and energy are still used in the manufacturing of these cars, which has an effect on the environment (Virmani et al., 2021). Manufacturers of automobiles face a delicate balancing act between satisfying consumer desire for more eco-friendly features and reducing their products' overall environmental impact.
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The legal system also has an effect on the automobile business. Laws, policies, and regulations enacted by governments all over the world have an effect on the manufacturing, advertising, and sale of automobiles. Safety, emissions, labour practises, intellectual property, and consumer protection are all examples of possible areas where laws exist (Sarvankar and Yewale, 2019). In order to avoid any potential consequences, including lawsuits, penalties, or damage to their brand, the auto industry must ensure that their products are in line with these rules.
Data privacy and cybersecurity have emerged as a key subject of law in the past few years. More and more data is being collected and stored by cars as they become more connected and autonomous. While this information can be utilised to make products safer and faster, and give users a better overall experience, it also compromises users' personal information and security (Virmani et al., 2021). Manufacturers of automobiles are responsible for protecting their customers' personal information and the company's intellectual property by adhering to data privacy rules and implementing stringent cybersecurity measures.
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Porter's Five Forces is a framework used to analyze the competitiveness of an industry or market. It was developed by Michael Porter, a Harvard Business School professor, and is widely used by businesses to understand the forces that shape their industry and inform their strategic decision-making. The framework consists of five forces that impact the competitive intensity of an industry: the threat of new entrants, the bargaining power of suppliers, the bargaining power of buyers, the threat of substitute products or services, and the intensity of competitive rivalry.
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The possibility that new businesses would enter an industry and compete with the ones that are already there is referred to as the "threat of new entrants." The potential for new competitors to enter the market is dependent on a number of factors, including obstacles to entry, economies of scale, and customer loyalty. If there are few obstacles in the way of new businesses entering the market, there will be more of them, which will drive down profit margins and increase competition. Existing companies may have an edge in production and distribution if there are significant economies of scale; this makes it harder for new enterprises to compete in the market (Xun et al., 2019). In a similar vein, when there is a high level of brand loyalty among customers, those customers are more inclined to stick with well-known brands, which makes it difficult for new businesses to obtain market share.
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When we talk about the negotiating power of suppliers, we're referring to their ability to exert influence over the pricing and terms of trade for the products and services they give to businesses operating within an industry. The number of suppliers, the availability of inputs that can serve as a substitute, and the significance of the supplier's contribution to the industry are some of the factors that influence the negotiating power of suppliers. When there are a limited number of suppliers or when the inputs that those suppliers give are essential to the sector, such suppliers may have more bargaining power, allowing them to set higher pricing for their products (Yang et al., 2019). On the other hand, if there are a large number of suppliers or if substitutes are easily accessible, it's possible that suppliers will have less leverage to bargain.
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The ability of buyers to exert influence over the pricing and terms of trade for the goods and services they purchase from businesses operating within an industry is referred to as the negotiating power of buyers. The quantity of consumers, the significance of the industry's products to the buyers, and the availability of substitutes are some of the elements that impact the bargaining power of the buyers. If there are not many customers or if the products of the industry are essential to the buyers, then the buyers may have more leverage to bargain and may be able to negotiate for lower costs (Zhou et al., 2019). On the other hand, buyers may have less leverage to negotiate with sellers if there are a large number of purchasers or if substitutes are easily accessible.
[bookmark: _Toc128725561]Threat of Substitute Products or Services
The potential for customers to move to competing goods or services that meet the same requirements is referred to as the danger posed by substitute goods or services. The potential for competition from substitutes is influenced by a number of elements, including the availability of alternatives, the cost of those substitutes, and the ease with which customers can transition to using them (Meckling and Nahm, 2019). Customers might start buying alternatives instead of the industry's products if those alternatives are easily accessible and have prices that are comparable to those of the industry's products, which would have a negative impact on demand and profitability.
[bookmark: _Toc128725562]Intensity of Competitive Rivalry
The level of competition that exists between different businesses operating in the same sector is referred to as the "intensity of competitive rivalry." The amount of competitive rivalry between businesses is influenced by a number of factors, including the number and size of rivals, the rate of industry growth, and the degree to which products can be differentiated from one another (Shao et al., 2020). It is possible that the intensity of competitive rivalry will be high if there are numerous competitors of a comparable size and products or if the industry is growing slowly; any of these factors might lead to price competition and a reduction in profitability (Gokul and Balamurali, 2021). On the other hand, the intensity of fierce rivalry may be low if there are only a few competitors in the business or if the industry is expanding quickly.
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In conclusion, the automobile sector is subject to a range of key business environmental factors that impact the success of businesses operating within the industry. The PESTEL framework has allowed us to analyze the macro-environmental factors affecting the sector, including political, economic, sociocultural, technological, environmental, and legal factors. These factors have significant impacts on the industry, ranging from changes in consumer behavior and demand, to shifts in regulatory and legal frameworks, to technological advancements that drive innovation and competition. Additionally, Porter's Five Forces framework has enabled us to evaluate the competitive forces within the industry, including the bargaining power of suppliers and buyers, the threat of new entrants, the threat of substitute products or services, and the intensity of competitive rivalry. This framework has provided us with a deeper understanding of the competitive dynamics within the sector and the strategies that companies use to succeed in the market. Despite the challenges and complexities of the automobile sector, there are significant opportunities for growth and innovation within the industry, particularly in areas such as electric and hybrid vehicles, autonomous driving technology, and safety features. Companies operating in the sector must be able to navigate the key business environmental factors in order to succeed in this competitive market. Overall, this essay has provided a comprehensive analysis of the impact of key business environmental factors on the automobile sector, highlighting the importance of understanding these factors for companies operating in this industry.
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