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This assignment holds detailed and related discussions about car manufacturing industry. The first part of this assignment states how some forces are changing business environment of this industry and holds a summarized version of how this industry has changed within a few years. The second part of this assignment describes the possible challenges and opportunities that lies in this industry and how the firms of this industry can use these opportunities and threats to gain competitive advantage. 
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[bookmark: _Toc60138064]The Major Forces Shaping the Business Environment of The Car Manufacturing Industry 
Cars was first developed in Europe in the end of 19th century. Then the first half of 20th century, United States quickly dominated this industry. After the end of War World II this industry grew rapidly as the demand increased aggressively (Shende, 2014). By keeping pace with the increasing demand Europe and Japan both increased their production as the cost of production and labor decreased. Within 1980 car manufacturing became a global industry. It may seem that supply and demand are only two factors that shaped car manufacturing industry. But there were a lot of factors that played as a single mechanism and shaped the overall industry through shifting supply and demand. To cover the major forces, we are going to use PESTEL analysis, to outline how these 5 factors played and still playing their role:
Political Factor: In developing countries they are increasing middle class families. Which means there is increase in demand of cars but political instability and corruption has made a lot of manufacturers reluctant to invest in developing countries despite the increasing demand. Also, government has provided a lot of safety regulations related to motor vehicles. Which means car manufacturers need to be more aware of the safety measures they take on their cars. There are also emission related regulations that may impact in manufacturing process of cars.
Economic Factor: Economic conditions affect highly on car manufacturing industry. If people of a particular region earn more there would be increasing demand of cars, if they don’t earn more the demand would be same or may decrease. In current pandemic situation, it might seem that the sales of cars are decreasing in some regions but overall all the growth rate is considered to be the same. 
Sociocultural Factor: In 21st century, car is considered as a necessary good. Also, the Western culture is constantly promoting the popularity of cars. Even in developed countries each family has more than one vehicle (Prabaharan and Selvalakshmi, 2020). From a sociocultural perspective, we can get away with bicycle and buses but instead people are driving multiple and luxury cars because it is expected from us and cars became a prized possession as well. 
Technological Factor: Recently technological innovation has become a major determinant of car manufacturing industry. The more innovative a car is, the higher its demand is. Car manufacturers are even putting computer into their cars. Nowadays, cars have self drive, less carbon emission, improved safety and much more. For innovative car companies like Tesla, Toyota, Audi it might seem a great opportunity to expand. But for the competitors with more typical taste in cars might find hard to keep up with the pace due to technological advancements.
Environmental Factor: Motor vehicles pollutes air the most. In past, this wouldn’t pose as a threat to car manufacturing industry. But due to globalization customers are more aware and companies are more transparent. As they know the damage the cars are doing they are willing to take environment friendly approach or cars. Also, the popularity of electrical cars has increased tremendously. Based on the growing demand a lot of car manufacturers have started to produce environment friendly cars.
Legal Factor: There are a lot of rules and regulation and quality standards that a car manufacturing industry has to follow. A single violation of these may result in greater loss. That's why car manufacturing industry is continuously under pressure to comply with these regulations and laws. Moreover, there are a lot of countries who doesn't allow car manufacturers to increase their price without the approval of government (Mion, 2018). Also, the laws and regulation related to carbon emission makes a lot of possible manufacturers reluctant. On the flip side, there are a lot of laws that also aids manufacturers such as trade laws. 
All the factors are important to this trillion-dollar car manufacturing industry. The relative importance of environmental, technological and sociocultural factors has increased in the 21st century. But in this pandemic political factor, economical factor and technological factor is impacting the most. 
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Car manufacturing industry is the most diverse and evolving industry. Each year they bring some changes and each decade this industry leaps forward with more revolutionary cars. The changes are so big that it becomes almost unrecognizable within a decade. Also due to technological advancements cars are more revolutionary. The changes that made the modern car manufacturing industry are explained below:
Fuel Efficiency: In last decade world has seen increasing price of gas. Also, cars are mostly used by middle class people. That’s why car manufacturers are manufacturing more fuel-efficient cars. Some of the manufacturers also decided penetrate the market with electric and hybrid cars which doesn’t intake any fuel and doesn’t emit any carbon (Gheibi, Karrabi, Mohammadi and Dadvar, 2018). Today, fuel efficiency has become one of the top priorities of manufacturers.
Eco Friendly: Most of the air pollution is caused by motor vehicles; to be more specific cars. As globalization has made companies more transparent than ever, the manufacturers are creating more ecofriendly models. Companies are trying to work on environment advancement projects and manufacturers are trying to build more eco friendly cars which cause less to none air pollution. 
Men vs Machine: It is not a surprise to say that machines are more efficient and capable than human. in recent years it is to be seen that machines are working alongside with humans to manufacture a car. General Motors maybe the first manufacturing company that involved robot in their factory but nowadays almost every car manufacturing factory have more machines than humans in their production process (Prabaharan and Selvalakshmi, 2020). Tesla builds 4 cars in a single day and the whole manufacturing process is done by machines. More and more companies are seeming to be adopting this approach. Overall, car manufacturers choosing machines over man is the biggest change in this industry.
Computer in Car: It may be hard to grasp that a lot of cars manufactured within last few years have at least one or more computer. This computer monitors engine to keep carbon emissions as low as possible and provides information of different sensors/task the car performs (Prabaharan and Selvalakshmi, 2020). Basically, every car has a computer. It is a drastic change in this industry as it helped manufacturers to minimize their cost providing services that could never be imaginable in the past. 
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Since the rise of cars, car manufacturing industry has faced a lot of challenges and has taken a lot of opportunities along the way. Even after achieving the post of growing industry, it still has a lot of challenges to overcome and a lot of opportunities to take. To get better understanding of the challenge and opportunities, at first, we need to understand the strength and weaknesses. So, SWOT analysis of car manufacturing industry might provide a detailed insight of the challenges and opportunities that this industry hold. 
Strengths: 
· Car manufacturing industry is constantly trying to produce innovative product through technological advancements. Because of this the demand is rising and more manufacturing companies are putting in faces into their R&D department.
· Due to social cultural impacts there is an increasing demand of luxury commercial vehicles. Many Renault companies like Bharat Benz, Volvo and Audi are targeting developing and developed nation as the demand increases (Guo, Xin, Barnes and Li, 2018).
· Nations like India and China have cheap work force, filled with resources and are close to developed regions. That's why many companies are developing their manufacturing facilities in these countries to minimize their production cost keeping their product standards same (Musgrove, 2016).
Weaknesses:
· The biggest weakness of these industry is the high bargaining power of consumers. This industry solely relies on the economical performances of their consumer. As consumers have a long list of alternatives, the bargaining power shifts onto the consumer side. 
· The growth rate of this industry depends on the government. Because of many regulations such as carbon emission, no outside vehicle, registration cost/validity, trade laws and fuel prices. These regulations provided by government affects the overall growth of this industry.
Opportunities:
· Innovative car models and E-Cars are not the final frontier of modern cars. There are room for more innovation. Which makes this industry very unique, as a single innovation may result in millions of profits. 
· As the price of fuel is constantly rising, fuel-efficient cars and electronic cars have helped middle class people to minimize their cost of transportation. The demand of these cars is rising and production cost seem to be unchanged, so this makes one of the biggest opportunities of this industry to force production factors work for fuel efficient cars. 
· Many rising car manufacturing companies are using strategic alliances. It is seen that innovative car manufacturing companies are collaborating with rising companies so that they can differentiate their offerings to the growth of their own as well as the industry. 
Threats/Challenges:
· The impact of covid-19 in car manufacturing industry hit hard. Industrialists are facing a hard time to inference what the post pandemic impact will be. This uncertainty poses a great threat to this industry (PwC, 2020).
· Fuel price is a determining factor of this industries’ growth. So, the fluctuation of fuel prices and the government regulations related to the use of fuel alternatives also poses a threat.
· Intense competition is present among the big-league players of this industry. The companies are constantly trying to eat out others share, which creates a very little scope for rising or new companies.
· Because of the presence of intense competition, the market is already overcrowded, the car manufacturing companies are constantly shifting their emphasis towards R&D. And the overall ROI of these projects are uncertain and also really hard to capitalize.

[bookmark: _Toc60138068]How Firms of This Industry Can Gain Competitive Advantages
Comparative advantage basically means a strategy that helps a company to outperform its rivals. Competitive advantage helps a company to attain greater margins than its competitors by generating values. Competitive advantage is constructed by properly using the opportunities a company, firm are industry has and eliminating possible threats. Some examples of comparative advantage are access to resources which are restricted from competitors, using highly skilled labor, unique geographical location and more. As we are going to talk about the car manufacturing firms, we need to be more precise. 
Brand Equity: As car manufacturing industry is considered to be a very diverse and innovative industry any firm can easily stand out from its competitors. A simple innovation can easily set a firm apart (Mion, 2018). Even a single luxury car within budget can also pose as a differentiating factor. Moreover, improving brand image could also help a company to boost its sales and profitability. 
Charging More: There is a saying that goes “You don’t buy a Rolex to tell time”. Many times, firms charge less to increase the sales but the results weren’t satisfactory. If the company already has a firm ground, it should charge more. As a result, customers will perceive it as a luxury brand/product. With this strategy any company could increase the profitability and could also create a great brand image. But the companies should keep in mind that they shouldn’t be providing cheap products with higher prices.
Customization Option: There are a lot of profitable workshop where they provide customization of their cars. What these workshops do is that they provide customers with option to customize their car by their own choice/taste. If a firm were to provide this type of option it would definitely penetrate the automobile market. Thus, creating a great competitive advantage.
Efficient Supply System: An efficient supply network helps of firm to understand how cost of production and distribution can be minimized. Many car manufacturing companies have developed local partnership in Asia. Because the workforce is cheaper and developed countries are nearby. So, firms of this industry can put their production facilities in Asian countries to have a better distribution network and also so they can assemble and provide their cars locally (McKinsey report on Automobile Industry)
Technology: Customers want everything from a single product. Only technology can merge a lot of services together in a single product. That's what other companies are doing. They are constantly innovating cars that could help customers provide multiple services (Barazandeh and Rafieisakhaei, 2016). Tesla is making more environment friendly cars on the other hand other some companies are making Hybrid and Electric cars. Some companies are even trying to merge cars with artificial intelligence. That's why, if a firm provides a car with multiple services related to the target customer, then that firm could attain comparative advantage.
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In this assignment, we have discussed the major forces that shaped car manufacturing industry and how this industry has changed within the course of few years. We have also discussed the possible challenges and opportunities of this industry. Moreover, the possible ways of how firms can attain competitive advantage were also explained. 
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