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Business environment is consisted of the elements that impact on the businesses. Based on the elements, business environment can be classified into two ways. These are macro environment and micro environment. The internal factors of an organisation are the elements of micro environment. The external factors that may influence a business are the elements of macro environment. Similarly, the internal elements of an industry consist of the micro environment and external elements of the industry consist of the macro environment of the industry. Here, in this write up, industry environment for the car manufacturing industry will be discussed in details. Electric vehicle is the latest trend in the automobile industry. Such vehicles are going to take the place of current diesel run vehicles. These can be environment friendly too.  For the discussion on the topic, two tools which are PESTLE and Porter’s Five Forces will be given focus. 
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Environmental factors have influence on the business organisations to run their operations. There are different tools through which, one organisation or industry can analyse the potential impact of the different environmental factors on the business activities. PESTLE is one of the tools through which the organisations and industries can analyse the likely impact of different macro environmental factors on the business and industries (Thiele, 2018). Then, the organisations and industries can produce proper plan to face the challenges and acquire the opportunities in macro environment. PESTLE refers political factors, economic factors, social factors, technological factors, legal factors and environmental factors. A PESTLE analysis on the car manufacturing industry in Europe has been given below. 
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Political factors are stability of government, stability of political situation, potential changes to legislation, foreign policy, tariff and other form of trade restrictions etc. (Thiele, 2018). Political factors can influence the car industry of the Europe. There is an issue of Brexit in the Europe. It has started from 2016. Since then, the business organisations and industries are being influenced by the Brexit situation. Without the issue of tariff, embargo and other form of hinderances in international market, there is no political threat. Because of Brexit, there are a lot of negative impact on the car industry in Europe for the companies which are producing vehicles in the United Kingdom. If there is any no-deal Brexit, then the price of cars will be produced in UK must be priced higher than the current price because of tariff. Though the Brexit is yet to become official but the impact can already be seen in the UK car industry, one of the large car producers. Inward investment fell by 46.5%. there are 9.1% less car production in the last year than that of 2017 (Meyer, 2019). As a result of such political condition, production may shift from UK to the other European countries. There are no political threats for the electric vehicles in the car industry of Europe. Governments of different countries of Europe have been seen to allot money for the research and development of electric vehicle. This is a great positive impact of a political factor.
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Economic factors also have impact on the businesses and industries. Economic growth, employment rates, inflation rate, exchange rate, taxation, disposable income, wages or salary etc. are few economic factors that may have impact on the industries and businesses (Kotler & Keller, 2012). It is a good sign that Euro is common in around 30 countries of European union. This has reduced the problem of exchange rate. The rate of pound sterling was fallen right after the decision of Brexit made in 2016 but yet to execute. The price of electric cars is higher than the price of conventional cars but the price of electric vehicles has already started to reduce (Carrington, 2019). As the disposable income of the people of Europe is usually higher than some other continents’ people, so, the probability of profit is high in Europe. If a no-deal Brexit will be executed, then the profitability for the car manufacture in UK will reduce and the profitability of car manufacturer in other European countries profit from selling cars in UK will be reduced too because of high rate of tariff. It may cause to the people not to go for expensive cars. 
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The socio-cultural factors are known as social factors. Social beliefs, attitudes of the people of a society, population growth, high income class people, middle income class people, low income class people, customer buying trend, demand of customers, readiness of customers to accept a new product etc. (Kotler & Keller, 2012) are few social factors that may influence the business of a new product like electric vehicle. There are few barriers in the market of electric vehicles. Low awareness of people, range anxiety, high costs etc. are the few barriers to the market of electric vehicle initially. However, there are a segment which people are positive to adopt the electric vehicle. The reasons why a group of people wants to adopt the electric vehicles are carbon footprint reduction, driving and usage benefits and cost savings (Vaughan, 2017). Electric vehicles are likely to produce less carbon footprints than the conventional vehicles are producing (Carrington, 2019). Many people want to reduce their carbon footprint. So, they prefer electric vehicles. As per the President and Chief Executive of Volvo, as the demand of electric car is increasing, so, they are willing to respond their customers. 
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The impact of technology is huge in our day to day life. The business organisations are also blessed with the modern technologies. Because of the technology, business organisations are offering us great products so that we can meet our demands better than ever (Palmer & Hartley, 2011). Because of technology, it has become possible to say goodbye to the conventional cars which are responsible for the environmental pollution at a great degree. The battery system motor will be charged up by electricity from any electricity dispenser. Using the technology, the companies of the car industry can make people understand how the electric vehicle works and what re the benefits the customers of the target market are going to get by using electric vehicles. Battery swapping, weird charging, wireless charging facilities are the potential technological advancement that are likely to add lots of positiveness in the car industry. 
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Legal factors are the rules and regulations put by a government to the individuals and entities in it. Government of each country has developed and introduced many laws that ensures the rights and responsibilities of the business organsiations towards their clients and employees. Consumer rights act, tax law, health and safety act, employments rights act etc. are few legal factors that are needed to be followed and obeyed by the companies. The maximum rate of accepted carbon footprint should be met by the vehicle manufacturer. The law regarding this is going to be hard to harder day by day. (Palmer & Hartley, 2011)
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Electric cars are very much environment friendly as it does not need to burn diesel or petrol to run. But it will have to be checked that the required electricity is not produced by polluting environment. If it does, then there is no use of using electric cars as far as the reduction of carbon footprint is concerned. The usage of solar energy in order to charge up the batteries of the electric vehicles will be a great move. As, electric cars are environment friendly, so, environmentalist action group, environment loving people will love such cars. 
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Porter’s Five Forces is a very useful tool for the business organisations to do industry analysis and competition analysis. This model has been developed by Michael E. Porter. The factors of external environment of a business are analysed through this model. By using this model, it is possible to judge the attractiveness of a particular industry as far as profitability is concerned. Threat of new entrants, bargaining power of suppliers, bargaining power of buyers, threats of substitute products and industry rivalry are the five forces of this model. This model has been applied in the car industry of Europe.
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                       Porte’s Five Forces (Porter, 2008)
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New firms are attracted in profitable industries and it is very normal. Market share of existing firms are reduced if new firms make entry. New entrants come up with advanced technology, innovative ideas, and they are very much attentive to grab market share (Porter, 2008). The threats of new entrants in the car manufacturing industry is low. It is not that much easy for a new firm to start business in the car manufacturing industry as it requires gigantic amount of capital, very strong supply as well as distribution channel. What needs most is the reputation. People spend money after the well reputed brands when it comes to buy luxury products. It needs very long time to build a well reputed brand. There are already too many well reputed brands in the car industry. The existing companies are manufacturing electric cars and doing research for further development. They have already spent lots of capital for research and development. It is hard for any new firm to impact in the market as like as the existing firms are impacting. But new entrants are possible for individual type of products. Suppose, one firm has developed electric cars. The competitors of it can adopt this and start manufacturing electric cars. In such case patent, continuous efforts of developments etc. will help the companies of the industries.
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Buyers are very important consideration in business. They have the power to force down price of a product by playing with a company and its rival against each other (Porter, 2008). In a perfect competition industry like car industry, buyer is very powerful. They can go to the sellers from whom they will get at low price. If there are too many sellers selling same types of products, then the bargaining power of buyers is likely to be high and vice versa. In car manufacturing industry, the bargaining power of buyers is high as there are many car manufacturing brands. Buyers don’t need to count any cost to go for alternative brands. Bargaining power of the buyer of conventional cars is high but the have low bargaining power for the electric vehicles. There are not so many car manufacturers which are producing quality electric vehicles. So, the bargaining power of the electric car buyers are low. 
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Substitute product is the product which can be used in lieu of another product to meet the same demand. The substitute products can take customer away from the main products (Porter, 2008). The threat of substitute product is low for the car manufacturing industry. In many cases, train and flights are the substitute products of the cars. But the substitutes are not as convenient as cars but the bus service and train service are cheaper than having a car. On the other hand, flights are fastest than the cars. If things are seen more narrowly, then we can see that there are substitute products of conventional cars. Electric cars are the substitutes of conventional diesel and petrol run cars. But there is yet to have substitute of electric cars. Threats of substitute product can be defended by continuously updating the product, adding new benefits etc. 
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The more suppliers a manufacturing company has, the less the bargaining power of the suppliers and vice versa. Another thing can be said that if suppliers supply material to a well reputed brands, then the power of suppliers is usually lower than the well reputed brans. Car manufacturing companies highly depend on the suppliers of different raw materials. If the suppliers pose high bargaining power, then they can increase price of their raw materials. Powerful suppliers hinder in the profitability of the manufacturing organisations (Porter, 2008). It is a negative situation for the car manufacturing organisation if its suppliers hold more power than it. The bargaining power of suppliers in the car manufacturing industry is not threating because there are very few large suppliers. As a result of this, suppliers are not strong against the manufacturing companies. Suppliers of tiers, glass, steel, and other related things are many all around the world. So, it can be said that bargaining power of the supplier is low.


[bookmark: _Toc18199729]Rivalry Among Existing Competitors
An industry is made up of several similar type of business organisations. They compete with one another in order to capture higher market share than their competitor. If there are too many competitors in an industry, then it become tough to cut good amount of profits (Porter, 2008). There is extreme level of competition in the car manufacturing industry. Each and every company is trying to capture high market share by introducing new features, providing new benefits and meeting customers need better than ever. Rivalry among the existing car manufacturing companies is very high. Sometimes, they are seen to use aggressive marketing. Large and well reputed car manufacturing brands all have already started manufacturing electric vehicles because, the future of the car industry will be dominated by the electric car manufacturing companies (Keneally, 2019). There are and will be many electric vehicle manufacturing companies but the companies which will be able to offer unique features and quality products will be topped in the market share (Vaughan, 2017). Industry rivals are doing their best to outsmart the competitors. So, it can be said that there is fierce rivalry and competition among the existing competition in car industry.
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Car industry is a very big industry. New features and innovations are being added in the automobile products continually. Each new model has something new from the immediate past version or model. Car industry has a new innovation which is electric car which is very much environment friendly as it helps us to reduce carbon footprint highly produced by the conventional cars. Two environment analyzing tools, PESTLE and Porter’s Five Forces, have been discussed in the context of car manufacturing industry and electric cars. 
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