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[bookmark: _Toc49318785]Introduction
Business environment can be defined as those factors that can impact a business both internally and externally. The business environment determinants include stakeholders, prevailing economic conditions, the existing competition, technological changes, laws and regulations, political activities and societal factors. The immediate environment comprises internal factors of the organization such as production, marketing, financing and personnel components within the organization. Components such as suppliers, customers, competitors, intermediaries and stakeholders form the micro environment of an organization. Finally, there are macro components such as the political, legal, economic, socio-demographic and technological factors. Both macro and micro components form the external environment. All the above factors interact in one way or the other to shape the business environment of organizations. This report will therefore analyze the business environment of the UK car manufacturing industry and highlight oppoArtunities and challenges that the forces present and how firms can best position themselves to gain a competitive advantage.
[bookmark: _Toc49318786]Company Overview
UK’s car manufacturing industry was founded in late 80s and fifty years later, it grew to be among the largest car manufactures in the world. The industry has however faced slowed growth in the last decade due to stiff competition from other countries. The industry manufactures personal cars, commercial vehicles and engines. In 2019, the car manufacturing industry produced over 1.3 Million vehicles. It sells the cars locally and exports a bigger ratio of the manufactured cars  to other markets around the globe. UK automotive manufacturing sector is not doing bad in terms of revenue and managed a turnover of £82 billion in 2019 (United Kingdom, 2019). The industry also offers a great number of job opportunities to almost a million people employed both directly and indirectly in the sector  (SMMT, 2019).

[bookmark: _Toc49318787]a) Major forces shaping the business environment of the car manufacturing industry.
This paper will use SWOT Analysis, PESTLE Analysis, Porter’s Five Forces’ Model and Value Chain Analysis to analyse the business environment of car manufacturing industry in UK.
[bookmark: _Toc49318788]SWOT Analysis
A SWOT analysis is done on the environment of a firm to determine firm’s strengths, weaknesses, opportunities and threats. 
Strengths
The industry has invested in research on new technology and products that meet the market requirements. The industry has therefore met market specific needs such as vehicles with no carbon emission. This is has helped it meet both the challenges and opportunities in the market (United Kingdom, 2019).
The car manufacture sector in the UK holds a strong financial structure in respect to their revenues and generates more than £101 billion annually. This revenue is reinvested in new products and hiring experienced workers hence its output receives high demand. The industry also makes up 14.4% of the export market across the globe. This has created opportunities for the industry to extend its sales globally and improve its balance sheet (United Kingdom, 2019).
Weaknesses
UK’s car market went down by 2.4% in 2020 due to the competition from other countries such as United States, unstable cost structure and delays in product launch (United Kingdom, 2019). This has led to reduced sales and revenue.
Opportunities
The UK car industry has an opportunity in embracing digitalization of the cars they manufacture. By doing so, their revenue it will gain may go up to £6.9 billion by 2035 (SMMT, 2019). The industry will also expand its market as it will be in a good position to meet the trending market needs.
Threats
The new trend on producing cars with zero carbon emission will increase the cost of manufacturing cars hence raise expenditure and reduce the potential revenue of the industry. Millennials are changing their preferences from car buying to car sharing, this trend will greatly affect UK car manufacturers. Brexit dangers since the European Union(EU) referendum in 2016 has led to reduced investment in the UK car industry (Bailey, 2018). 

[bookmark: _Toc49318789]PESTLE analysis 
PESTLE analysis is a tool used determine political, economic, socio-cultural, technological, legal and environmental factors that affect the day to day activities of an organization.
Political Factors
The government of the United Kingdom has vigorously promoted the scientific concept of development and sustainable development. It has also influenced businesses by introducing policies such as subsidies, favourable taxations and government restrictions that ensure car manufacturers compete fairly while buyers face fair prices. 
Economic Factors
UK car manufacture sector being a member of the EU has enjoyed free labour mobility and hence it can access expertise. Likewise, it can carry out trade without facing any restrictions or barriers. This has enabled them to expand its market size (EEF, 2016). However, the free trade within the EU may come to an end thus it could undermine the competitiveness of the sector (SMMT, 2019).
Social Factors
The car industry faces a problem with people no longer owning cars but instead choose to rent the cars that are for hire whenever need arises. This has seen the sales level in the industry fast declining.
On the positive side, women have embraced working and thus increase incomes within households. This may see the industry receive more purchases.
Technological Factors
The invention of the three-point seat belt, eco-friendly vehicles, airbag, Global Positioning Systems for navigation and Autonomous Emergency Braking has made the industry to embrace the need to understand emerging technology changes.
Environmental Factors
The European Union has set environmental standards that ensure car manufacturing have minimal CO2 emissions, saves on energy and water and wastes are disposed appropriately (United Kingdom, 2019). The UK Manufacturers are therefore working under these restrictions to ensure they meet the set environmental standards. 
Legal Factors
The UK government has set several rules and regulations for the car manufacture industry. They are required to deal with several employment rules including labour mobility, international rules, warranty issues and intellectual rights. They also need to follow manufacturing specifications such as installing Electronic Stability Control and Tyre Pressure Monitoring Systems in cars. 

[bookmark: _Toc49318790]Porter’s five forces’ model
Porter's Five Forces is a tool that identifies factors that determine the competition of an industry or organization. They are as discussed below:
Threat from new entrants
Car manufacturing industry requires a lot of capital to set up and run. For that matter, only few people can enter the market. UK car manufacture has developed over the years and the standard of car manufacture is highly valued. This minimises any entry into the UK car industry and hence the sector has low threat to entrants.
Bargaining Power of Suppliers
The UK being a member of the EU allows the car manufacturers to get suppliers from the UK, EU and the rest of the world. They have a wide range of suppliers and therefore the bargaining power of suppliers is low.
Bargaining Power of Buyers
Buyers respond to incentives and whenever prices shoot for a given car model, they easily substitute it for a cheaper car model. They would also choose cars that have low fuel consumption and ease of access to spare parts. Purchasers in the UK context who are faced with quite a number of car models have high ability of substitutability. Consequently, the buyers have a high bargaining power in the UK.
Competition from Substitutes
People in the UK have options to choose from: they may use a personal car, a bus or even hire a car instead of buying one. Because of these options, they have high chance of substitution which is a negative indicator for the car manufactures.

 Existing Competition
There are many car manufacturers in UK amounting to more than 30 and they produce more than 70 models. Considering the big numbers within and without the UK, competition is very stiff (Bailey, 2018). As stated earlier, car buyers are price sensitive and can easily switch to competitors offering low prices. Competition is therefore very high in the car manufacture sector.

[bookmark: _Toc49318791]Value Chain Analysis 
A value chain refers to all the activities that involves making a product from conception stage to it getting to the consumer. These activities are categorized into primary and support activities as discussed below:

Primary Activities
Inbound Logistics: This involves purchase, storage and distribution of raw materials within the organization. The UK car manufactures purchases their raw materials from the UK and the rest of the world. The materials are then stored in the warehouses.

Operations: Operations involve the production of cars through assembling the purchased raw materials. UK industry manufacture car parts and engines and produce a finished product.

Outbound Logistics: These activities involve distribution of finished products to intermediaries down to the consumers. UK car industry have their own Showrooms in different countries. They also make use of sales executives to advertise their products worldwide to gain a wider market.

 Service: Service occurs after the customer has been found and the finished product is sold to them. The seller then offers after sale services to the buyer. The UK car manufacturing industry gives warranties to its customers and also has a complains handling mechanism.




Support Activities
Procurement: This involves buying raw materials, stationery and any other items required for car manufacturing. UK car manufacturers use online platform to compare several suppliers worldwide. They then consider cost, quality specifications and availability before purchase. 
Technology Development: The use of technology in the car manufacture has been enormous. New trends that require use of technology have been introduced. Such include seat belt, eco-friendly vehicles, airbag, Global Positioning Systems for navigation among others (Cherunilam, 2012). In this regard, the UK car manufacture has shifted into producing technology controlled cars to meet market expectations.

Human Resource Management (HRM): UK car industry has employees with high expertise and experience for purposes of producing high standard products. They manage strong recruitment, training and remuneration system. 

Firm Infrastructure: infrastructure revolves around how the industry is organized, managed and structured. It requires strong internal controls and systems to ensure smooth running of day to day activities.  UK car industry has invested in systems that ensure functions are well directed to the responsible departments and management of these departments are done well.
[bookmark: _Toc49318792](b) Opportunities and challenges that the forces present and how firms can best position themselves to gain a competitive advantage.
The UK car manufacture industry has embraced new technology which is a great opportunity now and in the future. Of its known best products is the car with autonomous driving system that has differentiated them from the rest of the world. With government injecting funds to more research and implementation of this technology, the UK car manufacturing may get a 20% trade increase if it exploits its full potential (SMMT, 2019).
The UK government in collaboration with the EU is working towards minimizing carbon emissions. Following this directive, manufacturing firms have to consider shifting to production of vehicles that have minimal or no carbon emissions. This means changes in raw materials, suppliers, increased production off electric cars among other factors. This move requires a lot of resources and consequently reduced production. This poses a challenge to the car manufacture sector since they have no option but to invest heavily in these changes to remain competitive.  (Hill & Heidrich, 2019). 
Digitalisation of car manufacturing presents a critical opportunity. The world manufacturing sector has shifted to digital platforms of production of cars and has proven to be time saving, less costly and presents a strong consumer complain handling system (KPMG, 2017). However, the digitilsation process comes with its own share of difficulties. Issues such as lack of skilled personnel poses a cost of having to train them. In addition, cyber associated crimes emerge and may see manufactures losing products or information. The opportunity needs to be fully embraced while ensuring policies are laid down to protect the manufacturer from the challenges they face.
[bookmark: _Toc49318793]Conclusion
Understanding business environment both from micro and macro angles is of great significance in the UK car manufacturing industry. It highlights the opportunities and challenges and hence help the industry make viable decisions. The decision makers of the sector should capitalize on their strengths to embrace their opportunities and minimize their threats as well as work on their weaknesses that could deny them a chance to explore their opportunities or even accelerate their threats.
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