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[bookmark: _Toc60886217]Introduction
Globalization is a business trend and consists in the process of collaboration and interaction between individuals, businesses and governments throughout the globe. In other terms it can be defined as the independent trade across the borders. As the global business is becoming easier  with the help of digital technology, car manufacturing industry is becoming more popular around the world (Zahra et al., 2008). The car manufacturing industry has a great contribution in the UK economy as it is a prominent business in the modern era, and it provides greater quality life by generating revenue and jobs. This report will explore the factors that affect business environment of the car manufacturing companies through PESTEL analysis and will try to assess the opportunities and challenges of the industry through SWOT analysis. The report will also describe how the car industry has changed and how companies can best position themselves to gain competitive advantage.
[bookmark: _Toc57280888][bookmark: _Toc57396788][bookmark: _Toc60886218]Major forces of Business Environment of Car Manufacturing Industry
There are several factors that affect the environment of car manufacturing industry. These factors or forces can be classified into two sectors, internal and external. The external sector can be assessed with PESTEL analysis while the internal one can be researched with the aid of  SWOT analysis (Bruton, 2020).
[bookmark: _Toc57280889][bookmark: _Toc57396789][bookmark: _Toc60886219]Pestel Analysis
Through PESTEL analysis we can explore the external forces of business environment that affect the car manufacturing industry. The PESTEL analysis consists of six forces and these are political, economic, social, technological, environmental and legal.
Political Factors
Political factors include the laws, rules, regulations and policies imposed by the UK government. It directly affects the industry (Payne and Nassar, 2015). Some major political factors in the UK are the government-imposed safety laws that affect the car manufacturing industry. Almost all  vehicles run by fuels such as diesel, gas and petroleum, produce major environmental pollutants. Cars emit carbon, which is extremely harmful to the environment, so it is essential that regulations are put in place so we can all live in a clean and safe environment, with clean air, water and land.
Economic Factors
In this globalization process, people are used to spending more money on essential but also luxury items. Cars have become notably important for travelling to work, especially in smaller cities and villages where the public transport is not so well-developed as in London, for example, and people are more interested in buying cars. Moreover, as exchange rate, inflation rate and unemployment rates remained within moderate change until recently, business was still favourable (Sloman and Jones, 2001).  However, Covid-19 pandemic has adversely affected the economy in the UK in 2020 and there has been a decrease in the government income, a collapse in tourism industry, rises in unemployment and as a result, a reduction in customer activities.
Social Factors
Social factors include demography, culture, people, education, religion and environment of the business, Nowadays people’s lifestyle is changing and the attitudes of customers towards goods and services are also changing (McCollum, 2013).  It is very common that in every family there is at least one car. People are fond of driving so there is a big market for the car manufacturing industry. We should, however, take into consideration that the capability to buy cars is decreasing at the moment, because of Covid-19 pandemic.
Technological Factors
Today, modern science technology is changing rapidly across the whole world. In United Kingdom, the car manufacturing industry is also changing with the advanced technology, and so are all the other industries. Luxurious cars and also environmentally friendly ones are becoming more popular around the world. UK car industry is one of the most  innovative producers of engine and luxurious vehicles and a few examples are Aston Martin, Bentley, Range Rover and Jaguar.
Legal Factors
Laws, legal systems, act, rules and regulations are the major issues of legal environment. These issues have a great influence on businesses (Kumar and R., 2019). The government imposed few policies and regulations such as the one to control the electronic stability, that has required since 1st of November 2014 on all newly registered cars in the EU countries (Garg, 2014). Other examples are the introducing of  tire pressure monitoring systems, copyright issues that affect most car manufacturers and government-imposed regulations in branding.
Environmental Factors
[bookmark: _Toc57280890]Carbon dioxide is one of the most serious environmental contaminants generated by the car sector and plays a major role in global climate change. The UK government takes measures to lower carbon emissions and The draft Greenhouse Gas Emissions Trading Scheme Order 2020 was issued by the UK Government on 14 July 2020, creating a basis for the future UK Emissions Trading Regime (Davies and Green, 2020).
[bookmark: _Toc60886220]SWOT Analysis
According to Worthington and Britton (2006), the starting point for a SWOT analysis is a summary of the organization's internal strengths and weaknesses that could be conducted by management or by external experts, for a more objective perspective. 
	SWOT Model
	Descriptions

	Strengths

	UK car manufacturing industry holds a leading position in car production. Government provides financial support. The automobile sector had challenges in the past years but have managed to deal with them.

	Weakness

	UK has a smaller number of car assembly plants after Brexit. The cost of production remains high as most of the materials are imported from other countries. Manufacturers in UK face difficulties in importing raw materials due to Covid-19 pandemic.

	Opportunities
	In most scenarios, owning a car is still considered a necessity. Sales of vehicle units will continue to rise, amid a move towards public transportation.  As technology continues to enter manufacturing, automotive industry advances the ecological and sustainability route, centered on electrification and technologies for hybrids.

	Threats

	The automobile manufacturing sector is experiencing a double hit over the uncertainties of Covid-19 and Brexit, two immense obstacles never before encountered. Sam Watkins, chair at Vehicle Remarketing Association (VRA), said that the Brexit agreement covers very little clarity for the automotive industry and is difficult to make plans and  investment decisions.


[bookmark: _Toc60886221]Changes in Car Manufacturing Industry in the UK
The car manufacturing industry has changed in the last few years. Some of the reasons behind these changes are: 
· Globalization led to a rise in income and also an increase in car demand in the newly developing economies and all over the world. 
· Technological advancement played a vital role in car manufacturing industry. Nowadays robots handle major works in car production. 
· The automotive manufacturers have integrated sustainability into their policies and market activities in order to reduce environmental problems.
· [image: ]Covid-19 and Brexit have caused an economic uncertainty. UK consumers appear to be reluctant to spend money on expensive items, such as cars.                                                                                                        
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[bookmark: _Toc60886222]Porter’s Value Chain and Competitive Advantage
[bookmark: _Toc60886223]Value chain
The value chain, according to Michael Porter, consists of all those operations that a company carries out to build value for its customers and achieve a competitive advantage in the market. It includes primary and support activities, from the conception level of a product to the final stage. The primary activities are Inbound Logistics, Operations, Outbound Logistics, Marketing and Sales and After Sale Service. The supportive activities are Firm Infrastructure, Procurement, Human Resource Management and Technological Advancement (Bishop, 2013).
[bookmark: _Toc60886224]Porter’s generic strategies for competitive advantage
A competitive advantage is an advantage that enables a business to create a greater value for its customers, by either offering better prices for equivalent products or better-quality goods or services that reflect the higher prices. At the core of any business strategy is the challenge of finding a way to achieve a sustainable competitive advantage over the other companies in the industry and their products and services. Porter proposed four generic strategies that could be implemented to gain competitive advantage, including Cost Leadership, Differentiation, Cost Focus, Differentiation Focus (Johnson et al., 2017).
Cost leadership: This is the strategy for providing services and products at the best available price in the market. Large-scale companies use this strategy to produce goods at the lowest cost possible, in order to minimize the cost per product. In the UK car manufacturing industry, an example would be Ford Motor Company, which has used the cost-leadership strategy as a way to attract  more customers. Ford's vision in the early 1900s was to make vehicles accessible for working-class Americans. Today, although it still maintains its cost leadership approach, Ford is gradually moving towards a differentiation strategy (Meyer, 2017).
Differentiation: A differentiation approach is offering more attractive, high quality and innovative products, than those offered by competitors, at premium prices. With this strategy, the organization seeks considerably bigger markets and strives to gain sustainable competitive advantage in the whole sector. BMW, for example, uses this approach and its popularity worldwide is based on the ability to differentiate its products on the basis of performance, advanced features, design and functionalities. The manufacturer is also perceived as one among the first to deliver latest technology to the market, ahead of other companies (Dudovskiy, 2016).


Cost Focus: With this strategy, manufacturers focus on a narrow group of customers. Businesses aim to achieve competitive advantage by dedicating themselves to covering target segments better than those who strive to reach a broader variety of segments (Lassere, 2017). In addition, compared to other companies that operate within the same target sector, these businesses charge lower prices. For instance, Uber is using a cost focus strategy, targeting price-conscious individuals with the need for short to mid-distance commuting.
Differentiation focus: A differentiation focus strategy targets a smaller market segment, just like the cost focus approach. However, the difference is that instead of focusing on price, it concentrates on quality and uniqueness. Differentiation focus is like the niche marketing strategy. For example, luxury brands such as Rolls Royce, Bugatti, Maybach etc., attract a comparatively limited group of higher-end customers and often generate a higher price for their distinctive products through their differentiation focus strategy (Johnson et al., 2017).

[bookmark: _Toc60886225]Conclusion
To conclude, this report is the analysis of globalization in car manufacturing sector and the challenges and opportunities for this industry. Organisations have to take into considerations that there is no single path to success and factors which have helped a business win market share in the past, would not necessarily contribute to market share in the future. Business professionals need to examine the dynamics of global environment and to develop marketing strategies to survive in competitive market. The manufacturers have to concentrate on skill development and implement management frameworks to cope with unanticipated changes and threats. UK is one of the leading car manufacturers, and strategies to sustain the large market share should be developed. It is clear to say that the vehicle manufacturing industry is facing difficulty, but there is some good news to look forward to in the future, sales of electric and hybrid cars are on the rise, even though there is a declining demand for diesel vehicles and the economy is unpredictable.
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