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[bookmark: _Toc59808381]Introduction
Business environment refers to all the factors, internal and external, that influence a business. Such as the materials, employees, management, demand, supply, market trend, the influence of technology, economic and geographical factors. Internal factors are the ones that can be controlled by the business to their benefit, like employees, internal management, machinery, etc. They don’t influence external factors. External factors might be small scale or large scale. The large-scale factors like social trends, geographical changes, economic influence, and such, are included in the macro-environment. Their influences are indirect and take time, but their effect on the business is huge. On the other hand, factors that are directly connected to the business such as supplier, demand, raw materials, etc. make up the microenvironment. Every minor and major factor that plays a role in affecting the business, directly or indirectly, is part of the business environment. It’s a sum of all these factors and how they operate and influence each other to create this system. In other words, the business environment is the eco-system of a business, where all the factors are intricately woven together to create an integrated whole. A slight change in one element will trigger changes in another and this will create a ripple effect. No element works in isolation (Worthington and Britton, 2015). Rather, the factors maintain a delicate balance among themselves. For this reason, it’s very important to have a clear understanding of the business environment and see how and on what scale each factor influences the business. Using that knowledge firms should adopt proper strategies and business decisions that will ensure the best results (Worthington and Britton, 2015). The car industry in the UK plays a vital role in the country’s economy. Being one of the biggest exporters of automotive in the world, 13% of the UK’s export goods comes from car manufacturing. Numerous factors influence the UK’s car industry. Brexit has brought about huge impacts on not only the car industry of the UK but also its whole economy. This led to new business relations and changes in suppliers. Concerning that, production has also been modified to best fit these new changes. The importance is constantly being put on environmental hazards caused by the industry and trying to minimize them. Tackling all these factors and using the approach to utilize them, the UK maintains a strong presence in the car production industry.



[bookmark: _803emea2djey][bookmark: _Toc59808382]The major forces shaping the car industry in the UK
The UK car industry is affected considerably by the intricately woven whole of the environment not just surrounding the industry but also within the industry itself. At times when the industry has to bear the catastrophe of the Pandemic while also bear through the uncertainties of BREXIT, given the industry’s leading exported countries are in the EU, analysis into these forces has become necessary. 
To understand the forces that are influencing the industry to its current form and how much it has evolved through time, it is necessary to administer levels of analysis (Carlberg., 2010). With that in order, a PESTEL analysis to understand the influences of these forces on a macro and micro level, SWOT analysis to get a more transparent picture about the internal position of the industry, and Porter’s Five Forces to get a better understanding of the markets involved within the industry, is given below, to ensure our main objective which is to give a clear picture about the business environment of The UK car industry. 

PESTEL analysis
This analysis will help investigate the overall impact of politics, economy, society, technology, environment, laws and regulations that act on the car industry of the UK

· Political: A large part of the income of the largest industry in The UK comes from countries like Germany, Spain, France, Romania, etc. all part of the EU. Due to the looming uncertainty of BREXIT, there has been a freeze of new investments. Piling on top of that, the industry had to suffer the seemingly unforeseen disaster of the Covid-19 pandemic. Currently, the industry is in a very unpredictable position in terms of politics. How the businesses will run as usual after the consequential regulations of BREXIT and the catastrophic hit from COVID-19 is being considered an opportunity for development in the political nature of the industry and initiate necessary dialogue such as starting a business relationship with the huge markets in China, Russia, Iran, etc. 

· Economic: The economies all over the world of all industries had to take enormous hits due to the pandemic. The UK car industry shared the burden more than its capacity. The government was forced to put the whole industry at a complete stop to try and control the spread of the virus which left the industry with huge long-term drawbacks as well as short term. In April of 2020, there were 4,321 new cars registered in the UK (Leggett, 2020). Comparing to the 161,064 registrations on the same month of the previous year, one can get a general idea of the magnitude of the impact. This was also the lowest point since 1946 when the country was recovering from the mess of world war 2 UK Automotive Trade Report 2020, 2020). Although in more recent weeks, as the world can slowly and incrementally open up and resume natural life, there is still hope for an economic jump-start and a potential for worthwhile growth in the future to come.  
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Figure 1: PESTEL framework (Carlberg., 2010)

· Social: On the surface, the pandemic has halted the buying decision of the majority of consumers. The uncertainty of future cash flow for consumers means people are opting for saving money for the most likely rainy days soon (Behavioral Economics in Consumer Behavior Analysis, 2016). However, with a trend of social distancing, a huge market is being born of people who prefer public transport but are planning to buy vehicles. Moreover, customers are preferring alternative means of fuel such as electric or hybrid cars (Global EV Outlook 2020 – Analysis - IEA, 2020). Therefore currently, the social body of consumers are reluctant to buy cars but a huge opportunity lies in the post COVID -19 car market and even the niche that will choose cars over public transport only with the right incentive. 

· Technological: The UK car industry is rich with technological innovation and unparalleled engineering. UK is the leading engine manufacturer in the broader EU geographical region. The reason for the UK being on the lead is due to their spending on research (Technology & Innovation, 2020). In 2015 the country spent 2.4 billion pounds on the car industry research and development sector and is also the highest investor in R & D in the whole of Europe. 

· Environmental: The pandemic scare, the inevitable global phenomenon of climate change is all adding up to affect the industry. Increasingly more customers are now opting for electric and hybrid cars to reduce their carbon footprint (Global EV Outlook 2020 – Analysis - IEA, 2020). Moreover, pressure from regulations for reducing carbon footprint in the factories is also increasing.

· Legal:  Due to the catastrophes of the pandemic and BREXIT and the sheer burden of overcoming them has been hard on the industry. With the uncertain nature and details of the post-BREXIT relationship of the industry with the macro environment, the industry is now suffering to ensure social distancing and safety of workers (Meiners, Ringleb, and Edwards, 2020). The industry is striving to follow the new regulations and guidelines after the pandemic and is trying to restart the industry to its former glory. Although it has been hard, the industry has shown drastic measures to ensure that laws are maintained and the worker’s safety is maintained. They are even considering establishing a global standard that would be a great leap toward sustainable growth.

[bookmark: _vxp8fkq231vx]SWOT analysis  
This analysis will help investigate the strengths, weaknesses, opportunities, and threats the industry may be subject to both internally and externally. 

· Strengths: The UK car industry is one of the leading car manufacturers in the world with the highest export of engines and car parts to over 150 countries stretching over every continent (UK Automotive Trade Report 2020, 2020). The industry exports to four of the top world economies such as prominent countries in the EU, The USA, Canada, Japan, China, etc. The industry has a prominent foothold in the global market and alliances with powerful countries.

· Weakness: The industry is going through a very vulnerable period of uncertainty. With the consequences following BREXIT, the unexpected impact of Covid-19, and the plummeting number of new car registrations, the industry is without a doubt in a slump, piling over all that the internal economic uncertainties of the country the implications of the future, all amount to a gaping hole in the stronghold of the industry over the global market. 
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Figure 2: SWOT framework (Carlberg., 2010)
· Opportunities: Despite the potential loss of market share in The EU owing to the political climate, there are huge opportunities in the biggest growing markets in China, Iran, Russia, Saudi Arabia, etc. although there must be political endeavors that must be handled first to open those channels. Opportunity is also present in irradiating the current weaknesses that the industry is experiencing. 

· Threat: Again, due to the political unrest in the current state of the country, the tension in trading with the global market, there is an inevitable threat of shortage in raw materials and also a disruption to the usual flow of income from export. 
[bookmark: _7hd067fapfcs]Porter’s 5 forces 
This analysis will help investigate the current situation of the industry by looking into the bargaining power of suppliers, threat of new entrants, bargaining power of buyers, threat of substitutes, and competitive rivalry. 

· Bargaining power of suppliers: The recent bargaining power of suppliers has increased owing to the shaky international relationships of the UK and the overall shortage and barriers created by the Covid-19 pandemic. 

· Bargaining power of buyers: Owing to the pandemic and the global lockdown, buyers are reluctant to spend on new vehicles (Technology & Innovation, 2020). This resulted in the decline in the overall industry and has therefore given more bargaining power to them. 
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Figure 3: Porter Five Forces (Carlberg., 2010)

· The threat of new entrants: It is quite unlikely for new entrants to come to the already frozen investment region. However, in a post-pandemic world, when everyone has healed, there may be a surge of new investments and an increase in competition. 

· The threat of substitute: The only threat of substitute that the industry is facing is the public transport sector.


· Competitive rivalry: The car industry of The UK is extremely competitive with prestigious names such as Aston Martin, Rolls Royce, Bently, Range Rover, etc. The whole industry is as big as 78.9 billion pounds every year. 

[bookmark: _yrvzuq3l26tn][bookmark: _Toc59808383]A critical assessment of the opportunities and challenges presented by the forces.
Currently, the biggest external factor that impacts the whole world is COVID-19. The car industry around the world already faces lots of challenging issues even beyond the pandemic. UK’s car industry has faced numerous changes because of it. This single event has shifted the global market, supplier availability, demand, production costs, and workforce, and has thrown business into the hands of uncertain factors.
Being under lockdown, supply, and demand have plummeted globally. Manufacturers and businesses were forced to shut down for uncertain periods, and economic growth collapsed from the drop of the stock market and currency shifts. People were locked in their homes to ensure safety from the pandemic (UK Automotive Trade Report 2020, 2020). The demand for cars dropped very low due to lesser necessity and their increased costs. Car showrooms were told to shut down for business inactivity and safety reasons. Vehicle sales decreased, taking down new car registrations along with it. Very few people were buying personal cars, and the majority of vehicles were being used for emergency transportations, food dispensation, medical supply distribution, ambulances, couriers, and other services. This has resulted in the largest drop in car manufacturing in the UK since WWII. International flights were halted which damaged import-export trades and international relations in the global market (Technology & Innovation, 2020). UK’s car industry was severely affected and is constantly trying to formulate better business strategies to overcome them. They need to expand their trade partnerships and make new deals and negotiations with new partners. 
With all these sudden challenges, there is also room for new opportunities for the UK’s car industry under the current state of the world. As the unemployment rate has increased, the industry can open options to lessen it. To tackle these new problems the UK needs to analyze its business environment and come up with skillful solutions to overcome them. These strategies can also be used to move ahead in the competitive market and emerge from the top.



[bookmark: _jzqdwgsj7vc4][bookmark: _Toc59808384]Conclusion
[bookmark: _gjdgxs]The automotive industry is very lucrative and its business environment is very versatile. In modern times, there are lots of new challenges as well as possibilities. The UK’s car industry needs to carefully analyze all factors that influence the market and take strategic steps to stay ahead of competitors. 
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