


Introduction

The challenge of expanding businesses in today’s economy is much greater than during periods of stable growth. Companies must expand operations while dealing with inflation, high interest rates, supply chain instability, regulatory pressure, technology disruption, and rising expectations for sustainability. As a result of these factors, expansion is more complicated because growth is no longer just about producing more units or entering new markets, but also about being resilient and flexible enough to withstand shocks from outside the business.
For example, Ford Motor Company is a good example of these kinds of pressures. Ford is both a global automotive manufacturer trying to grow and modernise itself at the same time. It must maintain profits in traditional internal combustion engine and commercial vehicle segments while also investing heavily into new electric vehicle technologies, software applications, battery supply chains, and new manufacturing methods. These two goals create a tension within Ford as it tries to balance current profitability with long-term strategic position; this balance is made even more difficult given how rapidly the current economic climate is changing.
This report argues that Ford is facing five critical challenges to expand its business successfully in today’s economic landscape: macroeconomic instability, supply chain disruption, regulatory/policy pressures, technological and competitive changes, and increasing social and environmental expectations. Each one of these challenges has a direct impact on Ford’s overall expansion strategy, since they are interrelated; it’s not enough to evaluate each of these challenges separately from one another; Ford must consider the effect of all five challenges in conjunction with one another when determining its expansion strategy.





The business environment and expansion

The business environment includes all outside influences that affect an organisation’s decisions, performance, and long-term success. These influences can include political influences, economic influences, social influences, technological influences, legal influences, environmental influences, competitive influences, and supply-side influences. Growth creates uncertainty for expanding firms since increased spending on capital and resources entails long-term commitments and is subject to significant risk if there are changes in external factors. In this case, PESTEL analysis provides insight into the relationship between macro-environmental drivers and macro/global business strategy by showing how macro-environmental pressures influence strategic decisions; for example, many macro-environmental drivers, such as political support, technological infrastructure, environmental regulations, consumer behaviour, and broader economic conditions, impact the evolution of the automotive and electric vehicle industries, showing that while individual/company ambition may motivate growth, most business growth results from external drivers rather than internal ambition (De Sousa & Castaneda-Ayarza, 2022). As a result, firms operating in a dynamic market need to continuously revisit their strategic options rather than relying on a stable development path (Aniebonam, 2024).
Ford is subject to all of the pressures above due to the high-capital intensity, long-term development cycles, stringent regulations, and global interdependence of the automotive industry. As such, any company attempting to expand in this industry cannot do so in isolation from the macro environment. For example, while a company may be fully capable of expanding due to available resources, if inflation remains high, supply chains are unstable, and regulations change quickly, a company will find it extremely difficult, if not impossible, to achieve its desired level of success.
Economic factors that can constrain expanding firms include inflation, the affordability of products and the cost of capital.
Currently, expanding firms constrained by the current economic climate will find it difficult to grow due to inflation and the significant impact of interest rates on both consumer demand and corporate investments. In other words, expanding firms will have greater difficulty growing due to consumers not being able to afford products, and businesses facing higher costs of capital. These challenges are particularly relevant to the automotive market as vehicles represent a significant financial commitment for consumers, and consumers will. In early 2026, the consumer price index inflation rate remained at a persistently high rate of 3.0%, and is expected to have only a moderate increase over that period (as of January, as per the ONS, 2026, and OECD, 2025). When this occurs, consumers become more price sensitive and thus are less likely to commit to larger purchases (this is especially true for electric vehicles, as the purchase price is still often high despite a potential large operating cost benefit).
Ford Motor Company's earnings for 2025 highlight this disparity; while Ford Motor Company reported a full-year revenue of $187.3 billion and an adjusted EBIT of $6.78 billion, it also reported a net loss of $8.2 billion, excluding any special items (Ford Motor Company, 2026). This significant gap between revenue and loss highlights one of the challenges to achieving long-term strategic growth; for many high-growth strategic initiatives, such as Ford's electric vehicle model and (software-based) revenue streams, additional capital investments are required before achieving profitability. Conversely, as of the end of 2025, Ford Pro continues to generate most of Ford Motor Company's profits (Ford Motor Company, 2026). To illustrate further, using Toyota as a benchmark for the comparison in terms of revenue alone may not fully reflect the strategic position, but rather, all aspects that affect profitability, such as adaptability, and all relevant non-financial indicators (as per Xinyao et al., 2023) must be assessed.
Therefore, like most businesses that are expanding, Ford Motor Company must continue to invest heavily in new business capabilities while at the same time depending on mature business units for the cash flow necessary to support the transformation process. Therefore, due to the current economic conditions, firms are becoming more selective and constrained in their capacity to expand.

Supply Chain Disruption and Operational Risk

In addition, there is a second major challenge in the form of supply chain disruption for those firms expanding. To expand, expanding firms must have a reliable supply of raw materials, parts, logistics, and the ability to manufacture production inputs. The impact of disruption to these systems leads to slower, higher-cost expansion and greater uncertainty around expansion.
This is of particular importance to Ford. Global supply networks with many interconnected locations create a highly coordinated production process for the automotive industry; thus, one component of the supply chain can disrupt production at both the regional level and the company level. Ford has expressed its perception of supply disruptions as one of its most pressing operational challenges, and it has developed countermeasures for mitigating the vulnerability of its manufacturing processes, for example, by diversifying suppliers and redesigning its inventory and creating a higher level of supply complexity through supply chain design (Sanci et. al., 2022). Therefore, supply chain resilience is a primary issue for not only Ford but also all companies involved in the supply chain as they expand.
The transition of automakers to electric vehicles (EVs) has placed an even greater burden on Ford and other companies in the automotive space. Battery manufacturing is dependent on critical minerals, cell manufacturing and sources of materials located within a limited geographic area. Battery sustainability is not only the result of the chemistry and technology used to produce the batteries; it also involves systems used to produce the batteries, batteries' policies related to their life cycle and the way in which battery supply chain risks are managed (Yang, Huang & Lin, 2022). Companies that rely on a limited supply of batteries face substantial risks associated with their ability to expand, both from a cost and a security perspective.
It is precisely this type of pressure that is preventing Ford from realising its aspirations to grow its business through increased EV manufacturing. Battery prices are continuing to fall, making EVs more affordable, but, at the same time, batteries made by one company will create risks related to geopolitics, trade restrictions, and supply shocks if those batteries are sourced from one location.
For companies to grow their businesses by expanding their capacity for production, they need to be able to build a supply chain capable of absorbing any disruptions. Digital technologies are becoming one of the ways companies, including Ford and similar organisations, will be able to develop greater visibility, improve the accuracy of their forecasts, and increase their operational resiliency when faced with uncertainty (Ivanov & Gusikhin, 2025).

Regulations and Policies: Negative Factors Affecting Growth

Expansion is being affected more directly by public policy compared to previous years. This is caused by the various regulations that the auto industry impacts, including emission laws, government investment in manufacturing, EV target policies, safety rules and regulations, labour rules and trade actions. Thus, businesses will operate and grow in an environment where market conditions and strategic priorities may change rapidly.
An example of a government regulation affecting an auto company's expansion plans is found in the UK. The total number of cars registered in the UK in 2025 was over 2.02 million, with battery electric vehicle (BEV) registrations accounting for 473,348, or 23.4%, of the new registrations in 2025. While this represents a significant increase in BEV activity, it was nonetheless below the planned 28% of the total new vehicles in the UK by 2025 (SMMT, 2026). The above example is challenging for Ford to achieve because meeting ZEV compliance includes the sale of enough EVs to meet the demand, which has not yet occurred. Any further expansion under the existing conditions may cause an auto company to adjust pricing and product mix downwards to allow for profitability reductions.
The importance of macro-environmental factors in the EV industry is supported by research that shows the extent to which economic, political, and legal conditions influence the growth of industries (De Sousa & Castañeda-Ayarza, 2022). Therefore, regulatory pressures must be considered in Ford's overall growth strategy and influence on business; and the market has to be planned based on target consumers and specific policy (regulatory) deadlines and minimum requirements providing growth.
In addition, safety data/usability regulations create additional problems for businesses. Advanced driver assist systems (ADAS) and/or other software-based features that are required for future growth present potential legal exposure if the auto company is unable to support the performance data required in the future. The investigation of the Ford Blue Cruise system demonstrates that advancing technology can result in increased scrutiny through regulatory processes, liability risks, and damage to reputation (Reuters 2025). This creates a difficult balance between innovating quickly and controlling risks for expanding organisations.

Competition and Technology Challenge

The rapid pace of technological change has created one of the most significant pressures on expanding organisations. To continue to grow, organisations must have more than scale; they need continual product innovation (including software & production systems), and innovation in the customer experience. For Ford, electrification and software development will both play an important part in maintaining competitiveness in the future, but both areas will require significant investments and changes in the organisation.
All these elements create increased competition for those organisations that are expanding. As Ford continues to expand in an environment that has increasing technological standards and continuing price competition, global competition from traditional automobile manufacturers such as Toyota, VW, Hyundai, and Kia, as well as automobile manufacturers from China and the USA (e.g., Tesla) will continue to pursue their own strategies to transition to electrification and/or significant reductions in operational costs. Thus, Ford is expanding within an environment characterised by increased technological standards and increased price competition.
Ford's strategic choices highlight the strain that has been placed on the company due to this environment. Ford has shifted most of its attention from future generation EV programs that have now been delayed to lower-cost vehicle platforms and lower-cost vehicle design (Reuters, 2025). This shift indicates that Ford has recognised a disconnect between its historical assumptions about EV demand and the current state of the market. Thus, Ford's expansion is becoming more of an exercise in adaptation rather than a linear growth strategy.
Organisations that are engaged in strategic management in volatile conditions will require these types of adjustments because of the decreased value of rigid plans and the increased emphasis on the development of flexible capabilities (Aniebonam, 2024). Repeated programme delays also pose risks. Supply Chain partner alignment may be lost as supplier relationships will erode, and investors may question the company's ability to execute (operationalise) on their commitments. In addition, competitors can gain a competitive advantage through learning faster than their peers. For example, for expansion-focused companies to remain viable when making changes to their business direction, they need to ensure that they do not look to be inconsistent strategically.
Environmental and Social Expectations

Expanding organisations face new challenges due to increased environmental and social expectations. The criteria by which organisations are judged by stakeholders is no longer limited to financial performance, but also encompasses how sustainable, what the working conditions are, and the total impact the organisation has on its overall community. The automotive industry is one area where these factors are prominent, as it is closely tied to environmental emissions, resource consumption, energy production and distribution, labour practices, and public safety.
Environmental and social impacts have shaped the automotive industry since its inception. These factors continue to shape how companies/organisations are evaluated (Williams & Blyth, 2023). Today's requirements for companies that are expanding are to not only achieve financial success but also achieve success that is in alignment with changes in stakeholder expectations related to reducing carbon emissions, conserving resources, and responsibly producing goods.
Ford Motor Company has made some significant sustainability pledges, including carbon-neutral goals and renewable electricity production at manufacturing (Ford, 2020; Ford Motor Company, 2025); however, these pledges create significant operational challenges. Meeting environmental requirements creates demands on suppliers, requires the development of cleaner production systems, requires the development of a plan to reduce the lifecycle impact of batteries, and requires the development of more comprehensive reporting systems. As such, Ford's sustainability reporting is a critical element of communicating Ford's long-term value and accountability to its stakeholders (Bremser, Jermakowicz, & Reinstein, 2022). The firm's growth strategy must take into consideration social, environmental, and financial integrity. If they achieve commercial success but do not create a stable work environment or meet stakeholders' sustainability expectations, it has no viable long-term strategy.




Strategic Issues for Ford in the Current Environment

The state of Ford reflects an issue of many expanding businesses, and it revolves around the fact that the current environment presents trade-offs for each major decision made regarding growth. It is necessary to invest in electric vehicles to maintain relevance; however, the profitability of electric vehicles is presently uncertain. Building resilient supply chains is critical; however, the costs associated with such efforts are diminishing and will therefore reduce their ability to be profitable. Software and advanced driver assistance systems (ADAS) will present new revenue opportunities for Ford; however, these developments could lead to increased legal and reputational risk for the company. While sustainability is a critical aspect of strategic planning, the operational implementation of such commitments throughout a global manufacturing base is overwhelmingly difficult.
The recent performance of Ford is an illustration of how the challenges that they face broadly impact the operating performance at Ford. The company is dependent on the profitability of legacy product segments, while simultaneously attempting to create new growth avenues through electric vehicle development, commercial service offerings, and software-enabled product design. It is therefore a significant challenge for Ford, because while it cannot afford to delay the expansion of its business, it cannot also pursue expansion with too optimistic a perspective.
Thus, the strategic issue for Ford is not just to expand their operations, but rather how to expand their operations when faced with a highly uncertain environment. A business attempting to expand must have disciplined capital allocation practices in place, be capable of creating resilient supply chains, have established robust compliance systems in place, and be able to adapt its strategy as conditions change externally.






Conclusion 

The example of Ford illustrates how broad, interconnected, and strategically important the challenges faced by an expanding business presently exist within the economic environment. Inflation and affordability issues, as well as the cost of capital, create demand uncertainty and complicate investment opportunities. Supply chain disruptions create operational vulnerabilities, particularly regarding the materials required for the construction of electric vehicles. Regulatory and policy pressures affect the size of a market opportunity for a company or the compliance risks associated with market participation. Rapidly developing technologies combined with an increase in competition require that a business continue to modify its processes accordingly. Additionally, there is a growing expectation for businesses to participate in sustainable activities, improve their reporting procedures, maintain positive working conditions for employees, and build public trust.
Thus, expanding in today's business environment is about more than just being larger; it is a balancing act of managing business growth with business model transformation, profitability protection, and adapting to rapidly changing external conditions. The Ford experience indicates that the ability to expand successfully is a function of both resilience and flexibility, as well as ambition, to expand. Businesses that can successfully balance innovation, cost control, supply chain security, and sustainability will have a better chance of succeeding, while those seeking growth through expansion, without being sensitive to these external pressures, will likely diminish rather than enhance their long-term competitive position.
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