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The the car manufacturing industry has come a long way since its invention by Karl Benz in 1886. With the industrial revolution and globalization, the need for self-sufficient transportation increased and so does the demands of automobiles. Car manufacturers are now exploring new growth opportunities in the overseas market, but this also puts them under various external and internal influences (MacDuffie, 2013). This report will present a critical analysis of the various environmental forces influencing the global car manufacturing industry. The report will later identify the challenges and opportunities through internal environmental and value chain analysis. Later, the report will present some recommendations in a trend which the car manufacturers can adopt to gain competitive environment. 
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The Pestle analysis is a tool used for understanding the external business environment. Given below is the PESTLE analysis of the car manufacturing industry:
Political: The uncertainty of BREXIT has brought a lot of anxiety among car manufacturers, as Britain is planning to cut all its ties with the mainland of Europe, hence causing a sharp decline in investments. Global car manufactures have to manage complex legal regulations and legislations which causes great establishment difficulty to new firms (Schulze et al. 2015). However, Brazil, Indian, South American and Asian market are economically emerging nations and offer great opportunities. For example, by 2021, India will become the 3rd largest market for automobiles (Nieuwenhuis and Wells, 2015).
Economic: The economic factors are the trade and tussle between nations, such as the trade wars between China and the US, causing fluctuations or fall of demands. However, the demands are also increased remarkably in countries with emerging economies. This is because of the increase in purchasing power (Schulze et al. 2015). 
Social: From a way of transportation, cars are also seen now as a status of symbol, such as in North American and European markets. However, the demands have also reduced due to hailing car services like Uber (Schulze et al. 2015). This is because people are turning towards it as they require zero maintenance and is cheap. Thus, global car manufactures are finding new ways to remain relevant such as manufacturing budget cars or luxury cars (Nieuwenhuis and Wells, 2015). 
Technological: The global car manufacturing industry has technology at its heart. This helps them to manage operations through IT infrastructure, enhance rate and quality of production through automation, including features such as voice commands or fuel-efficient technologies, and many more (Nieuwenhuis and Wells, 2015). There is also a growing market for electric cars to address environmental concerns due to pollution (Timmer et al. 2015).  
Environmental: Car manufacturing industries are among the ones with huge carbon footprint, due to conventional fuel technologies and manufacturing processes. Thus they are under strict governmental regulations such as tax-norms, waste management, etc. Due to this, the global demand is also shifting towards sustainable fuel alternatives or electric cars (Timmer et al. 2015). 
Legal: Due to its huge carbon footprint, the car manufactures are under various legal norms and regulations, to bring the pollution at an acceptable level. Apart from that, other factors are the safety regulations to avoid accidents, car design, trademark and copyrighted blueprints, and many more. However, developing nations offer tax-cuts and fewer regulations to help the industry bring better models for their customers (Timmer et al. 2015). 
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Porter's five forces model is an effective tool which helps in identifying and analysing the various forces which affect the decision-making within an organization. This tool helps in determining whether the changes should be implemented or ignored. Given below is the Porter's Five Forces Model for the global automotive industry:
The threat of new entrants: Low
Establishing a business of car manufacturing requires very huge investments for setting manufacturing units, setting a network of distributions and hiring employees who have skills. There is also intense competition between some major global car manufacturing firms such as Ford, Mercedes, Audi, Tesla and many more; making it extremely difficult for any new entrant to enter and establish (Kallstrom, 2015). Also, the complexity of legal regulations further adds up. Similarly, entering international markets is also difficult, as some governmental bodies impose heavy import-export taxes and environmental regulations, hence minimizes profitability significantly (Saunders et al. 2014). 
Bargaining power of supplier: Weak
Most of the suppliers are small players and car manufacturers are turning towards in-house manufacturing of parts required, making this force week. Thus, the suppliers have to work according to the demands or brand image of the manufacturing industry, as there are plenty of suppliers. However, luxury car manufacturers are choosy and hence have a relatively smaller number of suppliers (Saunders et al. 2014). 
Bargaining power of buyers: moderate
Among the global market, a large market is of single-vehicle buyers which makes these forces. However, the various governmental and corporate agencies orders for a fleet of many. As there are already a lot of alternatives of great quality and experienced car manufacturers, the customers always have alternatives, due to which brands are focusing intensively towards customer satisfaction to maintain and grow their market share (Wells and Nieuwenhuis, 2012). 
The threat of substitutes: weak
There are many alternatives for transportation such as buses, motorbikes, taxis, planes and trains (Saunders et al. 2014). Thus people with low purchasing power prefer these options. But cars offer the best comfort and convenience and that is why people purchase it. Also, having a car is a matter of prestige due to which, the threat of substitute becomes weak (Kallstrom, 2015).
Competitive rivalry: strong
The barriers to exit are very high and the number of well-recognized car manufacturing brands are significant, causing intense competition in the industry. Thus, brands maintain and expand their customer base through continuous innovation, quality, design, price and customer satisfaction through their services. They are also making huge investments in research and development which further intensifies the competition. However, the car manufacturing industry is tending towards electric cars manufacturing to exploit the future market of sustainable transportation, but there are already various companies in the field such as TESLA, Ford, Mercedes, Audi, and many more, which is increasing competition (Wells and Nieuwenhuis, 2012).      
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STRENGTHS: The automotive industry is an ever-evolving industry with great scope in future too due to lack of any substitutes. Electric cars invention and increasing expenditures in R&D allows growth and evolution of the industry. Many manufacturers such as Volvo and Harley are manufacturing in developing nations for cheap labour. This provides suitable conditions for markets which are emerging (Sacomano et al. 2016).
WEAKNESSES: The weaknesses include the increasing competition and bargaining power of customers (Pavlínek, 2012). Governmental regulations such as import and export duties, excise duty, registration period, fuel prices volatility, etc. also pose various challenges to the industry. There is also a higher rate of employee turnover as compared to other manufacturing industries (Sacomano et al. 2016). 
OPPORTUNITIES: The future proposes some great growth opportunities for car manufacturing industries such as fuel-efficiency cars, the trends in changing lifestyle and increment in spending power. Globalization also offers great growth opportunities, as it encourages growth through collaboration and international expansion (Sacomano et al. 2016). 
THREATS: The intense competition among the major car manufacturers poses critical threats of losing market share. The economic and political threats include political instability, trade relations, unemployment, inflation, recessions, etc. The fuel prices are also of great importance to determine sales of cars, which is further affected by governmental pressure to go for alternate and sustainable fuel options (Pavlínek, 2012).   
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Porter's Value chain analysis helps in defining various activities from the raw material to its conversion to final products. It helps in understanding the key operations and enhance their competitiveness. Given below is the Porter Value chain analysis of automobile manufacturing industry:
PRIMARY ACTIVITIES: 
Inbound logistics: This covers the raw material sourced from the suppliers. The suppliers for the car manufacturing industry are mostly in China, Thailand, Japan and the US. The inbound logistics includes raw materials, spare parts and everything else which are required for warehousing and manufacturing (Jean et al. 2014). 
Operations: This is the 2nd stage of manufacturing, which can be further divided into various types. The manufacturing units and operations of major car manufacturing industries are found usually in American, European and Asian regions because it helps them to save costs of shipping of parts and finished vehicles in regional markets (Gastrow, 2012). 
Outbound Logistics: This is the transfer of the finished product to the markets or directly to the customers. This may include any spare parts of cars such as engine or wheel, of the finished car (the final product) (Gastrow, 2012). 
Marketing and sales: This are an essential part to boost the sales of cars, as many car manufacturers such as Audi or Ford uses an aggressive marketing campaign. It includes CRM, sales force management, distribution, advertisement, promotion, and so on (Jean et al. 2014). 
Services: These are the additional services after the delivery of the final product to the customer. For the car owners, these services can be extra support for car servicing, car repairing, customer relations, free car services such as car wash, and many more. This helps in further boosting customer satisfaction (Pavlínek, 2016).  
SUPPORT ACTIVITIES: 
Infrastructure: Infrastructure of car manufacturers includes finance, management, organizational work culture, organizational structure, and so on. This helps in better management and higher profits (Pavlínek, 2016).
HRM: The skill set possessed by the workforce determines the efficiency of each operation, hence managing the human resource is the key for car manufacturers to gain competitive advantage (Jean et al. 2014).
Technology: For modern organization, technology such as automation, data mining, customer interaction, operations management, etc. are of great importance, which provides them with a competitive advantage through enhancing their performances (Pavlínek, 2016).    
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Given below are the recommendations in terms of Porter Generic strategies, which the car manufacturers use to gain a competitive edge in modern organizations: 
 [image: Porter's Generic Strategies - Strategy Skills from MindTools.com]
As shown in the figure above, there are 4 ways or 4 strategies to gain competitive advantage which are cost leadership, differentiation, cost focus and differentiation focus. For car manufacturers, the most suitable strategy is cost leadership, which creates a competitive edge on behalf of cost price. However, luxury car manufacturers adopt a premium pricing strategy and focus differentiation. However, the growth strategies through cost leadership are:
Market penetration: car manufacturers are suggested to expand their market share by increasing the count of dealers. This will increase the distributions and facilitates easy and fast access for its potential customers (Calabrese, 2016). 
Product development: The product development can be a secondary growth strategy, which will allow the car manufacturers to grow through new and better or innovated products and services. This keeps the evolution on track and relativity with the markets (Schulze et al. 2015). 
Market development: this can be treated as a support to the competitive strategy of car manufacturers, by entering the unexplored markets and expanding its market share. This is an effective growth strategy to deal with intense competition, as it directly increases brand awareness and customer base. This also adds to the brand's reputation by positioning itself as an international brand (Schulze et al. 2015). 
Diversification: This can also be seen support to the competitive strategy, by finding new business opportunities and harnessing them. Car manufacturers use this strategy to include rental services in local markets, hence contributes to the development and benefits of new business capabilities. They can also use acquisitions of other businesses (Calabrese, 2016).   
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The discussion concludes that the rising costs and strict norms are posing considerable hindrances to the global car markets, but countries with emerging economies also offer great business opportunities with the increase in the purchasing power. It was also concluded that the most influential factors are the technological evolution and environmental considerations, as car manufacturers are among those industries with the largest carbon footprint but with endless possibilities in terms of innovation. This also serves as the strengths and opportunities for car manufacturing industries, however, there are various others external and internal threats to the business such as intense competition, trade relations, Brexit, and many more. Overall, the report conducted a critical analysis of the external and internal business environment, on behalf of which the cost leadership was found to be the best way to gain a competitive edge. Hence, with the help of Porter's Generic Strategies, the report presented some effective strategies in the context of cost leadership, which the car manufacturers can use to gain competitive advantage.   
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