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Automobile industries have been evolving year after the year with latest updates and technology. It has successfully captured the interest of its customers with new levels of comfortability and styles. However, the competition that the automobile industry faces is fierce and several factors affect the industry in many ways. The report covers the basic ideas of the internal and external factors that affect the automobile industries and a critical analysis of the opportunities and challenges that are faced by the automobile industry. It also covers what the firms can do to place themselves to face the competitiveness of the market so that they can draw the advantage to their side. The automobile industry chosen for this report is Honda. 


[bookmark: _Toc60847372]Task A
Explain the major forces shaping the business environment of the car manufacturing industry. In your analysis, you should explain how the industry has changed in the last few years 
SWOT Analysis
	Strengths
	Weaknesses

	· One of the biggest strengths of the automobile industry is innovation. The automobile industries require constant innovation in designs along with upgraded technology. 
	· Since the automobile industries are customer-driven, the bargaining power of consumers is high. 

	Opportunities
	Threats

	· One of the most important issues in the automobile industry is the fuel, therefore; the automobile industries with fuel-efficient vehicles can turn the table towards its favour. 
	· The major threats for the automobile industries are the Intense Competition in the market.
· Volatility in the prices of the fuels is also a major threat faced by the automobile industries. 


Table 1: SWOT Analysis
(Source: Created by Learner)
PESTEL Analysis
	Aspects
	Factors
	Impact

	Political factor 
	· Safety Regulations
· Emissions Policies

	Driving a car or any other vehicle has become extremely dangerous. Car accidents have become so common these days that has put the automobile industry at great pressure by the government. Strict laws and regulations have been placed on the automobile industries to look after the safety measures of the motor vehicles(Coffman et al., 2017). Along with regulations, safety measures such as using the seatbelts and helmets also come under the safety regulations. The emission of harmful gas from these vehicles also put the environment at risk. Therefore, the automobile industries have to make sure to use eco-friendly fuels. 

	Economic factor 
	· Growing Disposable Incomes
	Individuals buy what they see and hear about therefore the recent trends influence the shopping behaviour of people largely. Additionally, people who earn a handsome amount develop a behaviour of spending more on luxury brands (Palmer et al., 2018). The draw them close to all the fancy cars and develops an urge to spend money on buying them. This results in high demand for motor vehicles leading to an increase in the production of the automobile industries. 

	Social factors
	· Popularity of Driving
	With an improvement in the standard of lifestyle, it is extremely common nowadays for families to have their cars (Moradlou et al., 2017). This is a driving force that benefits the automobile industry largely. 

	Technological factors 
	· Self-Driving Cars
· Improved Safety
	The demand in technology has raised the standard of the production of motor vehicles.  New technologies in the automobile industry such as self-driving cars are becoming exceedingly demanding. Drawing references from some automobile industry such as Tesla that is already in the field and has made the competition even fierce. Along with these technologies, the automobile industries are compelled to use modern technology such as emergency brake to minimize the chances of accidents. 

	Environmental factors 
	· Carbon Emissions
	Emission of carbon dioxide has always been a serious threat to the environment and is not getting the required attention (Brand et al., 2017). Automobile industries are counted as one of the major contributors in the emission of carbon dioxide and therefore, the government has issued mandatory regulations regarding the issue. Motor vehicles have to switch to an eco-friendly source of energy or fuels. 

	Legal factors 
	· Copyright Issues
	The copyright issue has also affected the automobile industry. The features and shapes of the motor vehicles can now be protected with the help of copyright issues (Berrada et al., 2020). 


Table 2: PESTEL Analysis
(Source: Created by Learner)


Porter’s Five Forces
For examining the forces that are affecting the car industry of the United Kingdom, one can provide Porter's five forces. According to Porter, the five forces that drive the competitive market are Competitive Market, bargaining power of the buyers, bargaining power of the suppliers, new threats in the market and threat from substitute products (Isabelle, 2020). 
[image: Porter's Five Forces Diagram]
Figure 1: Porter’s Five Forces
(Source: Brujil, 2020)
Competitive Market (High)
In the car industry of the United Kingdom, the main factors that are making the market competition are the high demand for vehicles in the market. The demand for the products is remotely higher than that of the supply. For organisations like Honda to thrive in the market, the company has to produce quality automotive within a specific time to meet the demands of the consumers. 
Bargaining Power of the buyers (High)
With the high demand for the products in the market, it has become necessary for the companies to ensure quality products in a fixed time. However, with different companies working on the production of goods, the buyers have the power to bargain to buy products from Honda, or any other company in the industry. 
Bargaining Power of the Suppliers (High)
When the supply is less in the market, the suppliers who have the required goods have the power to bargain from the companies, to increase their sales and gain profit. With various competitive companies present in the market, companies like Honda have to listen to the demands of the suppliers to increase their production.  
New Threats (Low)
With the rise in demand, there are possibilities that new entries come into the market to meet the desires of the customers. These new companies provide a variety of products, thus meeting the demands of the customer. In the car industry, the with new entries, the shares of the existing companies get limited. 
Threat for Substitutes (Low)
In the car industry, where most of the vehicles have the use of diesel and petroleum, some companies are introducing electric cars which use electricity to operate. These products are feasible and sustainable to the environment, thus gaining a lot of attention from the customers. 
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Task B
Provide a critical assessment of the opportunities and challenges that these forces present and discuss how firms can best position themselves to gain a competitive advantage 
Various forces affect the automotive industry in the United Kingdom. The various factors include factors related to political, social, economic, technological, environmental and even legal. However, all these factors influence the car industry in both negative as well as positive ways. 
In the United Kingdom, the political factors that influence the car industry are safety regulations and emission policies. In recent times, road accidents have increased at a considerable rate, affecting the lives of teenagers as well as people living in the country. For ensuring the safety of the people, the government has certain safety regulations without which the car industry would not be able to launch their products. Safety measures include seat belts, proper brakes, and helmets to protect the people driving motor vehicles or motor cars (Davies, 2019).Companies like Honda, with the advancement of technology, there are new features that automotive companies are providing which help the driver avoid accidents and help them drive safely on the streets.
Similarly, one of the crucial factors affecting the industry is the emission policies. The current condition of the environment is very unstable, thus there are certain precautions that everyone must take to heal the atmosphere. The emission policies ensure that the automobiles do not emit excess pollution which may harm the environment. On the contrary, with the help of advanced technology, Honda is now creating advanced motor vehicles, which run on electricity. 
In recent times, people all around the world, especially in the United Kingdom, spend more on luxury items which are not necessary. With spending more on luxury items, these expenditures come under growing disposable incomes. In the UK, various families and households are buying their cars (Lamprinidis, 2017). This in turn is helping the car industry to gain profit, thus adding to the economic growth of the country.
With the increase in disposable incomes, and the indulgent of Brexit the companies are facing various difficulties in the market (Davies and Jolly, 2019). This in turn proves to be a disadvantage for people who do not own vehicles, as well as, for companies who are not UK-based. 
The car industry is profiting at a considerable rate as there is a popularity of driving in the United Kingdom.  With a large number of people wanting to drive, there is a craze for cars and motor vehicles on the roads of the UK. People there enjoy driving, and many people all around the world participate in car racing events and even make racing as their profession. These factors help in increasing the popularity of the car industry in the United Kingdom. With the increase in craze for different vehicles and motorcycles, Honda as well as the other companies are profiting in the UK, and all around the world. 
With such immense opportunities, the industry can gain more and more demand in the market, thus increasing their shares. Moreover, with the increase in demand, there will be a hype of producing different and improved vehicles (Hopkins and Schwanen, 2018). In recent times, customers tend to go for vehicles which are more sustainable and prove no harm to the environment. 
There are certain technological factors which influence the workings and dealings of the car industry in the United Kingdom. With the advancement of technology, it has benefitted the car industry at a considerable rate. The use of self-driving cars is in process on the streets of the UK. Companies like Tesla are creating and designing cars which have self-driving access, thus providing uttermost comfort to the employees. On the contrary, with the use of automatic cars, the competition in the industry will increase, thus Honda to bring a change in their business strategies.
Similarly, another factor affecting the car industry of the United Kingdom is improved safety in different vehicles. During previous times, the only ways to protect one from accidents were the use of seat belts and applying brakes when necessary. With the advancement of time, there came airbags which protected the drivers from getting injured. However, in recent times, certain companies like Honda are preparing advanced brake mechanism which not only protects the drivers, but also the pedestrians and other vehicles. Only a few companies are applying proper safety measures, thus for the other companies to cope up, they need to advance their production process. 
In today’s world, the factor affecting every industry in the market is the use of sustainable products or green products. The environmental condition of the planet is degrading, thus causing harm to the surroundings. Countries all around the world are providing their support to heal the environment with necessary steps. In the United Kingdom, the government has used policies to control carbon emissions. The car industry emits harmful gases which affect the environment. With the use of diesel and petroleum, one also reduces or affects the number of fossil fuels. However, to control the emission of carbon, companies are reducing their intake of petroleum and diesel, and some are even opting for electrical cars. Electric cars are sustainable cars which do not affect the environment and do not produce harmful gases. Honda, with other companies, is adopting the use of an electric car to thrive in the competitive market and ensure their part to heal the environment (Reuters, 2021). 
When it comes to the legal factors that affect the car industry of the United Kingdom, copyright issues are very common. Companies have the right to charge other companies of the copyright for their designs, branding and even certain blueprints. Copyright issues harm the branding and marketing of a company. There are different laws and legal actions which are taken against companies following or copying other company's designs or marketing techniques. 
Thus, these were some of the main forces that affect the car industry in the United Kingdom. These forces have both positive and negative impact on the industry. However, with the help of taking different measures and improving certain production methods, the industry will thrive, and companies will benefit even in the competitive market conditions. 


[bookmark: _Toc60847374]Conclusion
In this report, one comes to know about the different factors that affect as well as influence the car industry of the United Kingdom. One can also depict the areas which the industry has to improve and improvise to extend the market earnings and profits. With this critical analysis, the companies can improve the areas they lack in, thus thriving and succeeding in the competitive market conditions.
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