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Abbreviation
PESTEL		-  Political, Economic, Social, Technology, Environment and Legal


Executive Summary
The report will assess the external environment of the Automobile Industry globally with focus on Eastern Europe , in countries like Slovakia.  Frameworks like the PESTEL will be used to examine the general environment of the industry and while theoretical framework of Porter’s Five Forces analysis will analyze the competitive environment of the automobile industry, to understand the competitive characteristic   as it affects the industry.  
Finally, the frameworks of Porter’s Five Forces analysis and PESTEL  analyze the industry from different  angles, giving an holistic  view  on the effect of the global external environment.
Introduction
The automotive industry is a wide range of companies and organizations involved in the design, development, manufacturing, marketing, and selling of motor vehicles,[1] some of them are called automakers. It is one of the world's most important economic sectors by revenue. According  to https://en.wikipedia.org/wiki/Automotive_industry.[endnoteRef:1] [1:  According  to https://en.wikipedia.org/wiki/Automotive_industry dated 12/12/2017.
] 

The  automobile industry ‘s external environment is a combination of three layers , the first layer is the general environment also known as  macro environment, the second layer is the micro environment  and the third layer is the  internal  environment of the automobile industry.    These environments are affected by both the PESTEL in macro environment and Porter’s five forces in the micro environments.
Main Body
The term general environment “refers to the overarching environment in which a company operates. This concept includes a broad range of factors that can influence a business, including geographic location, politics, technology, culture, and the economic status of the global environment” according to Allison Tan from study web site https://study.com/academy/lesson/the-global-environment-definition-importance.html.[endnoteRef:2] [2:  Allison Tan from study web site https://study.com/academy/lesson/the-global-environment-definition-importance.html.
] 

The Macro environment of the automobile industry is  affected  by dynamic factors  namely Political, Economic, Social ,Technological ,Environment  and Legal (PESTEL)factors that are used as drivers to identify any future  trends that can bring about changes  in the General or Marco Environment of  automobile organisation  creating a greater or lesser impact because it can influence the success or failure of the strategies  according to fundamental strategy by Gerry Johnson, Kevan Scholes, Richard Whittington(2008)[endnoteRef:3]. [3:  Gerry Johnson, Kevan Scholes, Richard Whittington(2008)
] 

The fall of communism in Eastern Europe brought about positive reactions from Western European governments and the rest of the world because of the changes, like  the fact that the Slovak Republic ‘s integration into Europe advanced and further acceded to the European Union (EU) in 2004.  Joining the Euro zone in 2009, reforms by elected government, created favorable  economic  conditions, that attracted automobile investments in Slovak and made it possible for the investments to flourish. 
The companies of the Western Europe and the rest of the World saw the opportunities to entry a new markets  and on the other hand Eastern European countries like  Slovakia welcomed these  investments into their  politically stable country  for economic growth and as a result  many new political policies and legislations were introduced . 
The Slovakian government used a simple and clear strategy by  offering of incentives, to the automobile industry, encouraged  and welcomed  direct foreign investment to come into their  different countries of the Eastern Europe.  These foreign investors were also attracted to Slovakia because of its  strategic location that boarders with Western Europe, the generous investment incentives and less political risk in the region.  For example in Slovak the government allowed  car manufacturers  to  come into Slovakia to  finance  some of the investment as a result the Slovakia government  offered a low flat-and-simple tax  (Economic and Political  factor )on employee wages and corporate profits. 
There is a two way reaction to the economic effect, first is that the automobile industries are moving capital resources into Slovakia and the second is that foreign car manufactures are reducing jobs of car assemble plants in their home countries workforce in other parts of the world or in some cases closing down production plants in other parts of the world to move into the eastern Europe  to take advantage of cheap labour .  Some of the companies are moving into the Slovakia to cease the opportunity to revamp the automobile industry by bringing in business investment as they build new plants and further generates more jobs by using  the steel from the local producers in the car manufacturing  plants in the region  there by creating  more jobs in other  sectors like the steel and mining sector .
 The countries of the Eastern Europe like Slovakia is experiencing increases in job creation, with people gaining employment  and as a result of the increased cash inflow into the country giving the government   the purchasing power to upgrade the airport  with modern facilities , improve highways and  build high-speed rail system connecting the capital to the main business hubs  ( improve of infrastructure for the country).  As new car manufacturing plants were built in Slovakia, the other supporting services like, Human resources personnel, marketing  business of the products and  auto designers to the industry were also attracted into the region, making the Eastern  Europe region benefit from  a concentration of skills in the industries (which is an economic of scales benefits to the manufactures)in terms of how easy it is for them to get parts produced by others  that are needs as materials for the car production . Note that these car manufacturers  and suppliers will be  benefiting from the externalities of the agglomeration.  
The boom in the Economy is not a benefit to Slovakian  citizen because it has not had a robust  social effect on the lives of the people because the vast majority of Slovakians can't afford to buy the cars made in their country, instead they import secondhand cars into the country  and Slovakia is the poorest in Europe as a result low wages.    http://archive.fortune.com/2011/10/25/autos/slovakia_automaking_volkswagen.fortune/index.htm . Remember the government of Slovakia has a policy to offer cheap labour as incentive to attract inventors to the country. Note that countries like Germany sees this as a biased way of attracting car manufacturers to Slovakia.
There is a high demand and supply (economic indicators) for the type of cars produced in Slovakia because they are small, have  new technological features  and are fuel efficient  . Countries like United states of America are  changing their taste in cars and buying less of their own produced SUV because of fuel of the high gas prices and going for smaller cars(social factor) with less fuel consumption.   
Safe production processes and using eco friendly materials  to produce environmentally friendly   cars is  paramount  to the automobile industry. The automobile industry is very aware that there are risks to the health and safety of  the population and the pollution it is causing  to the environment around their plants, as a result of the Lead and other  materials used in the plant which are heavy metal which are dangerous(Environmental factor). Environmental Defense Funds(EDF) as far back as July 2003 described Lead  as the largest source of pollution in the auto industry.  See https://www.edf.org/news/automobile-industry-largest-source-lead-pollution-today [endnoteRef:4] dated 12/12/2017.  [4:  See https://www.edf.org/news/automobile-industry-largest-source-lead-pollution-today dated 12/12/2017.] 

The need for development in  technology is an issue for the government of Slovakia  to make the Slovakian more relevant in the industry  to meet the needs of the dynamic  car industry. The Slovakian government has acknowledged that since all cars manufactured are foreign brand without the country’s own national brand, as a result the foreign investors will have to give training to the locals workforce while and the Slovakian government  will continue to keep its labour force cheap  and standing by the originally incentive(legally binding) that attracted the manufactures in the first place even though the wages are lower when compared to other western Europe countries    As recent as June 2017,  the Slovakia and Czech governments are not asking for a wage rise rather for the workforce  “The Czech and Slovak governments are trying to encourage car manufacturers to invest more in research, innovation and co-operation with schools and universities. This policy is linked to the two countries’ governments’ fears of the implications the changes in the car industry (digitalisation, the development of alternative motors, autonomous cars etc.)” https://www.osw.waw.pl/en/publikacje/analyses/2017-06-28/problems-car-industry-slovakia[endnoteRef:5] [5:  https://www.osw.waw.pl/en/publikacje/analyses/2017-06-28/problems-car-industry-slovakia
] 

 Finally, from the assessment of the Marco environment  it can be seen that PESTEL factors are helping the Slovakia and other Eastern European countries  understand how the different car manufacturing  organisation’s   are  applying drifting strategies in response to the impact of the various  changes in the dynamic  environment of the Eastern European Automobile sector.
 B. Porter’s Five forces Analysis of auto industry
The immediate micro environment  of the automobile  industry   is surrounded by the markets and its competitors,  and the Porters five forces analysis  helps  to identify the attractiveness of  industry.
Porter is of the school of thought that  “the ability of a firm to earn  an acceptable return depends  on  the  five forces”   The five forces are :-
Threat of new competitors :  New competitors into  the business face high entry barriers as huge capital investment is required to start off  the business. For example the high cost that are  involved  to purchase tangible resources(like buying new  state of the art equipment, building the assemble  plants)and intangible resources (like expert car designers and other human resources personnel) and then gain market share even when the Slovakian government is giving attractive incentives to car  makers. Furthermore the new competitors  entry rate is low because existing firms are in controls of the market and new competitors know they will  need to gain the trust of the customers that their brand of cars are safe and reliable and most have a good  huge finance to have a distribution network system to move raw materials and finished products.  
It should be noted that Volkswagen was the first car manufacturer to move its production facility to the Slovakia  in the 1991 and enjoys the first mover’s advantages  when it comes subsidies  and regulations.  While there are low threats of entry into the industry in Eastern Europe, it took  competitors  like Peugeot- Citroen in 2003 and  Kia  in 2007 to establish their plants after Slovakia joined the European Union. 

Intensity of existing rivalry :  There  are three major car markers namely  Volkswagen , Peugeot- Citroen , and Kia in Slovakia  with high intense rivalry amongst them. Each of these car makers are competing on having the best car design that is sleek in built, functional , strong , fuel efficient , environmentally produced and meeting the specific needs of customers. This also involves the car markers constantly monitoring the environments to identify the current trends of the customers .The growth in the car market is slow as a result car manufacturers are offering competing car pricing to the customers as  companies like  Volkswagen  and Peugeot-Citroen fight for market share by  introducing luxury brands into their fleets in a bid  to each  expand their market share and while the Kia company is striving to gain market share  .
Competition from Substitute: It should be noted that there are no substitute for  cars and that the high cost of fueling cars especially the SUVs are the main reasons why consumers are going for alternatives that are cheaper and eco friendly . Since the car manufacturers realized their no substitute for cars they have invented cars that use cheap alternative fuels substitutes to power the cars like using electric batteries,  and bio products[endnoteRef:6].  There are alternatives modes of transportation to cars like using commuter buses , bicycles and motorcycles.  However  there might just be a close  substitutes  to cars  like the cheap closed  motorized tricycles that  have been introduced in certain parts of the world like China, India and Nigeria.   [6:  (www.dw.com), Deutsche Welle. "Alternative fuel vehicles on the rise in Europe | Business | DW | 04.05.2017". DW.COM. Retrieved 2017-12-07.] 

Bargaining power of Suppliers: The concentration of suppliers in the Slovakia location brings about  economic of scale  for the suppliers of raw materials, auto parts, designers in Slovakia and this has given the suppliers high bargaining power  as a result they do not feel  threaten  in the industry so they are able to demand certain prices for their goods and services . Furthermore the fact that production of motor parts needs specialized knowledge and it takes time( switching cost is high) auto makers cannot just change producers of these items. The suppliers in Slovakia are aware that it will cost the auto markers more money, which in turn will reduce their profits to get the same raw materials and other  expert service from outside the region because those far away suppliers are not getting the subsides  and incentive of the Slovakia  government that attracted them in the first place . 

Bargaining power of Buyers: Customers are, either government agencies, car deals  and  individuals they have the power to bargain , so they go around comparing  prices of the different brands of cars .  These customers are looking  out for low priced cars with high quality that have great standard  features and produced in and eco friendly environment  .  
Finally, the porter’s five forces are all  reacting to each other and each force cannot exist in isolation because it helps in the assessment  of the strength and weakness of the companies in the industry  as a result making the micro  environment  of the automobile industry dynamic.

Conclusion
In  conclusion, it can be seen that the porter fives forces analysis on the attractiveness to industry has  helped auto makers  direct their  drifting strategies  of the car manufacturers  to  their own strength and  find ways and means to improve their weakness in the industry.  While the PESTEL factors are showing the key drivers on the outer part of the organization and we observed that  the Slovakian government in its drive  to generate revenue,  for economic growth did not negotiate a beneficial wage rate in line with the  auto industry standards of other  car manufacturing countries like  Germany for the  citizen of Slovakia that will improve their lifestyle . Rather the government of Slovakia used legal and political policies to make the country more attractive for foreign investors and  override  the real direction of the  economic driver.   The cooperate responsibilities is not met, as the citizen are not enjoying the benefits of having the car manufactures because their wages cannot purchase the cars they produce and the workers are not motivated .
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