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[bookmark: _Toc60065662][bookmark: _Toc60094724]Introduction
Business environment has a great influence of the operation of business activities. The business industries are continuously facing new crises as well as opportunities due to the constant changes in the global business environment (Hill and Hernández-Requejo, 2018). Thus, this report will show the major forces of business environment that have influences over the car industry. It will also critically analyse the challenges and opportunities that might help the firms to achieve the competitive advantages in the industry. 
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[bookmark: _Toc60065664][bookmark: _Toc60094726]The Major Forces Shaping the Car Manufacturing Industry’s Business Environment
Every business industry is influenced by the global business environment where the factors of environment are constantly changing (Hill and Hernández-Requejo, 2018). The car manufacturing industry is also influenced by its external environmental forces and the major forces of this industry will be analysed here. For analysing the major forces of environment related to the car manufacturing industry, PESTEL tool has been used in this report. PESTLE is a very powerful tool to know about the surrounding factors related to any business industry which comprised of six main elements i.e., political, economic, social, technological, legal and environmental (Samarina and Nekhorosheva, 2016). Among these six main elements, there are several forces of business environment and the main forces which are shaping the current car manufacturing industry are mentioned here.
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Figure 1: PESTLE
Source: (Samarina and Nekhorosheva, 2016)
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· Political Forces
Political regulations and embargos are crucial forces for any types of business industry. The safety regulations, no-deal BREXIT, emission policies, changing governmental parties, import regulations and standard issues are the major concerning forces of car manufacturing industry (Bordenave and Lung, 2018). Governments are currently giving subsidies and support for ensuring fuel efficient cars. The import and safety regulations are also getting stricter to reduce the number of road accidents and ensuring safety of lives. For saving the planet and fighting with the climate change vulnerabilities government are also focusing on emission policies to make the cars or vehicles environment friendly (Mildenberger and Khare, 2015). Along with these, the emerging economies with their soft political polices creating new opportunities for the car manufacturing industry (Humphrey and Salerno, 2017). 
· Economic Forces
Economic forces are also playing a vital role in shaping the car manufacturing industry as the economic boom or recession directly affects this industry. The COVID-19 pandemic, rising trade wars and increasing disposable incomes of people are the prime economic forces of car manufacturing industry (Meyer and Scherer, 2017). In 2020, the continuous lockdown and closure of borders has affected the car industry very badly as people were concerned about their necessities rather than in luxury. The trade war of China and USA also affected this industry negatively but the rising disposable income in the emerging economies are showing a new door of opportunities to this industry (Gao and Zielke, 2020). 
· Social Forces
As like others, social forces are also having the both good and bad impact through which car industry is taking new shape. The changing customer trends, popularity of driving cars, increase use of cars as necessity, and environmental awareness are the major contributing social factors in the car manufacturing industry (Humphrey and Salerno, 2017). In the developed and developing countries cars are taking place of buses and other public vehicles as a measure of safety and necessity. On the other hand, the several pollutions created by cars also affecting the cars industry negatively (Bordenave and Lung, 2018). 
· Technological Forces
Technology has been the major forces from the beginning of the car industry. Currently, the artificial technology or self-driving cars and improved safety performance are the main technological forces behind the shaping of car manufacturing industry (Burgers and Kim, 2016). The self-driving cars has added new dimension to this industry where Tesla and other big giants are contributing already. The improvement of safety measures through technological advancements also helping this industry to move ahead (Khaleel and Paralic, 2015).
· Legal Forces
Legal forces are comprised of laws and legislations. The patent and copyright laws, compatibility of parts, gas emission laws etc. are the major legal forces that are moulding the current car or automobile manufacture industry (Meyer and Scherer, 2017). The branding and advertisements issues have to be maintained strictly by the car manufacturing industry under the copyright and patent laws. The gas emission laws are also currently being monitored by the governments which are also having good influence on this industry (Samarina and Nekhorosheva, 2016). 
· Environmental Forces
The environment gets polluted by the use of cars in several ways like sound pollution, air pollution and so on. The carbon emission is polluting the environment very badly and thus the main environmental forces that are bringing changes in the car manufacturing industry is the reduction of carbon emission. Manufacturers have to focus on introducing less carbon emitted cars for the better tomorrow (Mikler, 2019). 
[bookmark: _Toc60065665][bookmark: _Toc60094727]The Way the Car Industry has Changed in The Last Few Years
The continuous up and down has been noticed in the car manufacturing industry where the 2020 has been a depressing year for this industry. But in 2018, the car industry of China, USA and United Kingdom has seen a high rise of growth in this industry (Gao and Zielke, 2020). So, through the ways this industry has changed in last few previous years has been showed here. 
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Figure 2: Reduction of Co2 emission
Source: (Pandey and Kulkarni, 2018)

With the motto of reducing carbon emission, companies are now introducing electric cars which has been a great way of change in this industry. The companies are focusing on making the environment friendly cars that will be making less environmental pollution (Pandey and Kulkarni, 2018). The abovementioned graph shows how successful the electric cars has been in terms of reducing the emission of carbon. This revolutionary innovation has been a great influence of change in the car manufacturing industry and electric cars has been regarded as the future of vehicles (Mildenberger and Khare, 2015).
Security of Automobiles
The concern of people regarding security has changing the design and formation of the cars. Manufacturers are now understanding the customer’s concern of getting hacked or being attacked by the thief or having accidents due to the mismanagement of parts and others systems and thus they are focusing on increasing the automobiles security which is affecting the car industry too (Humphrey and Salerno, 2017). 
Connectivity
Multiple features have been added to the cars which is increasing the connectivity. People can now have several facilities like safety, traffic navigation, entertainment, AI technology in their cars which are enhancing their driving experiences and increasing the use of cars in general (Calabrese, 2017). 
Self-Driving 
Self-driving feature has been a new change in the car industry. Companies are coming up with new models of self-driving cars for testing and some of these has been successful too. It is expected that, in the upcoming years the use of self-driving cars will change the current car manufacturing industry (Khaleel and Paralic, 2015). 
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In the first part of this report, the PESTLE analysis of the car industry has been showed where the major forces that are working behind moulding the current manufacturing industry has been mentioned specifically. Now, in this second part of this report the SWOT analysis will be conducted with the main focus on the opportunities and challenges of this industry. 
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Figure 3: SWOT
Source: (Jackie, 2017)


· Strengths
Among the mentioned environmental forces, the maturity of the car industry and emergence of electric cars are the strengths for this industry. The ability to use technology and subsidy of government along with several support programs are strengthening this industry from the back. The variations in design and continuous improvement in safety measures also can be referred as the strength of this industry (Meyer and Scherer, 2017).
· Weaknesses 
The ongoing economic crises due to the pandemic, pollution of environment, unable to meet the emission laws properly are the main weaknesses of this industry which are found through the analysis of external environmental forces (Bordenave and Lung, 2018). The new legal regulation on import and export along with the change of political parties in several regions also the weaknesses of this industry as these are beyond their control (Gao and Zielke, 2020). 
· Opportunities
Several opportunities are noticeable from the analysis of environmental forces. Among them the rise of emerging economies, increase in the disposable income, having cars as necessity, changing customer attitudes towards the use of cars, use of artificial intelligence, introduction of electric cars and so others are showing a bright future ahead to this industry. All of these forces will increase the sale which will directly ensure the growth of this industry (Jackie, 2017). For example, the use of electric cars will reduce the emission of CO2 and as a result people will prefer to buy more electric cars as their awareness to the environment (Mildenberger and Khare, 2015). The growing disposable income among the emerging economic countries also showing ample opportunities to this industry. 
· Threats or Challenges
Alike the opportunities, the challenges are not less for this industry where the environmental laws and rising trade wars are imposing great threat to this industry in near future (Heijden, 2016). The ongoing pandemic also showing a long-term economic recession in the global business market which will be a threat for the car manufacturing industry as well. The govt. enforced material requirements, building guidelines, standard issues, and safety regulations are also the challenges that this industry have to overcome for better future ahead (Burgers and Kim, 2016).  
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[image: ]In the ongoing global competitive business market, there are ample number of opportunities for the firms to achieve competitive advantages. The car manufacturing industry is a mature and established industry where several firms are doing excellently well in combating the challenges and using the potential opportunities (Calabrese, 2017). Companies need to work on their improvements and customers preferences to attain a competitive edge. 





Figure 4: Porter's Five Forces
Source: (Porter, 2013)

Thus, here the Porter’s model of five forces has been used to show the ways firms can ensure to have a competitive edge in this industry. 
Threat of New Entrants
Threat of new entrants is a common phenomenon in every business industry. The threat of new entrants in the car manufacturing industry is less as it is a capital intensive and technology-based industry (Porter, 2013). The new players will find it tough to survive in this market and thus firms can attain their competitive advantages through making the entrance more complex and difficult for the new customers. Firms can come up with the new innovative and continuous improvements in their products or services which will be able to gain the customer loyalty (Heijden, 2016).
Bargaining Power of Buyers
Buyers bargaining powers are not always bad for the firms. The firms have to go through proper market analysis to understand their customers and meet their priorities, as a result buyer will be in favour of the firms which will eventually help the firms to gain a competitive edge. Moreover, the bargaining power of buyers also can be reduced by enabling less choices to the buyers and when there will lack of choices, the bargaining power of buyers will also be reduced and firms will be beneficial in this condition too (Pandey and Kulkarni, 2018). 
Bargaining Power of Suppliers
In this context, business or firms can gain competitive edges by ensuring in house materials and parts. The firms which will have their own expertise will provide no opportunities to the suppliers to bargain (Gao and Zielke, 2020). The inhouse expertise will ensure competitive advantages for the firms in this car manufacturing industry and thus, companies should always focus on having a holistic strategy for their suppliers (Jackie, 2017). 
Threat of Substitutes
The number of substitutes is less in the car manufacturing industry. However, firms can reduce the threat of substitutes by developing multi-features cars with keeping the price sensitivity in the mind. When the need of the customers will be fulfilled through the development of such a product which will meet their all needs, the substitutes threats will be lessened and firms will be able to conquer their competitive advantages (Pandey and Kulkarni, 2018). 
Degree of Rivalry
The competitive rivalry in the industry gives the best opportunity to improve. Firms should always keep update of their competitors and the high degree of rivalry will result into the innovation of new products or services (Burgers and Kim, 2016). The dynamic firms always try to stay ahead from their competitors through the introduction of newer products or facilities and it works as a competitive advantage for that particular firm (Heijden, 2016). So, companies should position themselves in such ways which will enable them to stay ahead from their competitors and drive higher sales from others in the industry. 
[bookmark: _Toc60065669][bookmark: _Toc60094731]Conclusion
This report gives a comprehensive look on the business environment of the car manufacturing industry in this 21st century through the use of three most powerful tools, that are PESTLE, SWOT and Porter’s five forces. The first part of this report shows what forces are playing the major role in the car manufacturing industry and how this industry has changed over the years. The second part of the report shows the opportunities and challenges that this industry has and how the firms should work to achieve their competitive advantages in this environment. 
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