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Part A
Overview
In brief, the car manufacturing industry mainly comprises companies involved in the design and production of passenger automobiles. Though this industry started becoming noticeable in the early stages of the 20th century, dominated by a few players, it has tremendously developed over the years. Currently, there are several players involved in car manufacturing, including Toyota, Nissan, Ford, and Volkswagen, among other producers. 
In relation to the above, it is worth pointing out that any analysis into the forces affecting this industry involves applying Porter’s Five Forces. In brief, Porter’s model is a framework that allows a company to determine the five primary elements that affect each industry (Nurlansa and Jati, 2016). With regard to the car manufacturing industry, the five forces are bargaining power of suppliers, negotiating power of buyers, new entrants’ threat, competition from substitutes, and competition from rivals.
Bargaining Power of Suppliers
In essence, the majority of automakers depend on different suppliers to provide various components for their cars. Due to this dependence, suppliers at times hold some power over the car makers. Moreover, this sway is dependent upon the demand and supply forces in the market. However, it is worth pointing out that suppliers' bargaining capacity in the car manufacturing industry is minimal as they are mostly small players. The primary rationale for this conclusion is that the leading vehicle brands like BMW, Toyota, Ford, and Volkswagen control how suppliers play in the market because raw materials are readily available (Automotive News Europe, 2018). As such, it is easy for a car manufacturer to switch from one supplier to another. Therefore, suppliers have low bargaining power.
Negotiating Power of Buyers
Due to the present global economic conditions, the number of people buying cars worldwide has significantly dropped. Even before Covid-19 struck, this industry was under threat from the diminishing number of consumers. This scenario is supported by the fact that several automakers have been downsizing. For example, Ford planned to cut 1,400 workers in 2020 (Einstein, 2020). Also, it is essential to mention that buyers keep their cars for longer and are cautious when buying new ones. As such, the demand for vehicles fall.
	Additionally, corporations that buy fleets of vehicles hold power over manufacturers as they can negotiate for lower prices. Besides, they can easily opt for a brand that satisfies their budget and transportation needs. In other words, buyers are price sensitive and will readily choose another model that provides a better service at a lower price. Therefore, looking at the overall picture, the bargaining power of consumers is relatively strong.
New Entrants’ Threat
For a long time, it has been difficult for new players to get into the car making industry due to the high start-up costs involved in establishing a brand. For instance, at the initial stage, a lot of money is needed to design plants, form a distribution network, and hire skilled personnel (Lin, Lee, Lau, and Yang, 2018). Also, competition from existing brands makes it nearly impossible for an entrepreneur to start manufacturing cars. Besides, legal requirements developed in recent years have created another barrier to entry. Furthermore, coming up with a new brand is tasking as one needs to focus on product quality and engineering to get consumers' attention. Lastly, penetrating new markets is challenging as some governments impose high taxes on foreign brands. As such, it is impossible to gain a significant share of the market. 
	Nevertheless, recent technological developments in this industry present some future threats to the existing status quo. For instance, in recent years, a lot of research has focused on automation and production of self-drive cars. Specifically, companies like Google and Tesla have been designing and testing such vehicles (Zhao, Liang, and Chen, 2018). Also, different companies are producing cars that run on electricity. For instance, Tesla has hugely invested and created a lot of electric vehicles. Nonetheless, despite the presence of these new technologically-advanced vehicles, the threat is still minimal. Moreover, it would take more than a decade before self-driven cars dominate the roads.
Competitive Rivalry in the Industry
As stated above, the number of car brands that dominate the market are few, and entry barriers are incredibly high. Moreover, the level of customer loyalty is high, and the car manufacturing field has matured over the years. As such, any company trying to exit the car industry will have to bear significant losses. The significance of these dynamics is that competition between different car manufacturers is stiff as each player fights for the same customer.
	Ideally, some brands might target different segments of clientele. For example, Rolls Royce and Lamborghini focus on upper-class individuals who prefer luxurious vehicles. However, despite this attempt to segment the market, there is still some overlap. In short, different car manufacturers compete on the basis of quality, design, technology, size, and other additional features.
	Therefore, competition in this industry is significantly intense, and auto manufacturers are mainly focusing on how to improve their models (Attias and Mira-Bonnardel, 2017). The rationale for the massive investment in research and design is to develop vehicles that will enhance customers’ overall experience and grow the customer base. Thus, whether in the saloon cars, premium category, or SUVs, competition levels are extremely high.
Threat of Substitutes
Ideally, the 20th century can be described as one mainly dominated by the rise in automobile manufacture. However, moving towards the middle of the 21st century, this domination by automobiles is expected to change. The explanation behind this anticipated transformation is that the harsh economic times will make it expensive for consumers to buy new or used cars. As such, the market segment capable of purchasing cars will be smaller.
	Also, the shift to a knowledge economy from an industrial-based one will change the commuter culture of potential consumers. For instance, the ability of people to work from home will reduce the need for transportation. Lastly, the availability of other modes of transport like buses, trains, and planes also poses dangers to the car industry. Nevertheless, regardless of these available options and projections, none of them offers the accessibility and convenience that cars provide. For example, a private vehicle will serve an individual at any time of the day, while depending on a bus or a train for locomotion will force one to be at the station at a particular time. Additionally, owning a car is also a source of pride that consumers would not readily abandon. Therefore, though the threats of substitutes exist, they are weak and do not pose dangers to car manufacturers.
Part B
Assessment of Opportunities and Challenges
To have a comprehensive insight into the challenges and opportunities that affect this industry, it is prudent to first carry out a PESTLE analysis, followed by a SWOT evaluation.
PESTLE Analysis
Political factors
In essence, political factors hold a direct influence on the profitability of carmakers. For instance, various governments worldwide prefer vehicles with low emissions and impose higher taxes on luxury vehicles. Also, instability of regimes in some markets and market control measures impact returns of car manufacturers. Additionally, taxations and import rules vary from country to country. All of these factors affect profitability.
Economic factors
Ideally, economic forces are the most influencing factors of the automotive industry. When the economic conditions are not favorable, the demand for cars drops (Klein and Smart, 2019). For instance, the Covid-19 pandemic has significantly impacted the demand for vehicles. On the same note, the high taxes placed on cars, especially in developing countries, make car ownership impossible for most people. As such, most automobile dealers find it difficult to make sales in these regions.
Social factors
One major social factor that impacts this industry is the ever-changing preferences of consumers. Consequently, carmakers have to realign their products to these forces. For example, while sedans might be popular in one market, another region might prefer SUVs. Thus, social trends affect the popularity of different brands and models. As a result, some older models may become obsolete.

Technological factors
Technological innovations have played significant roles in determining the market share in the auto industry. In short, the more creative a company is, the larger its market share becomes. For instance, organizations like Toyota is focusing on developing cars with low emissions (Toyota Europe, 2020). Also, other technological players like Google are even attempting to enter into this industry. Ideally, technological advancement has become an essential aspect of differentiation in this industry as consumers shift to highly fuel-efficient vehicles.
Legal factors
Law is another important feature that affects trade in cars, especially in international markets. In other words, vehicles exported to other sections of the globe are subjected to different legislations concerning quality and safety. For example, Toyota had to recall some vehicles between 2009 and 2011 because of design and safety problems (Camuffo and Wilhelm, 2016). All these restrictions eat into car manufacturers' profits.
Environmental factors
In recent years, governments have focused on protecting the environment by insisting on low carbon emissions. Moreover, pollution tests have become stricter, especially in the E.U. and the U.K. Therefore, before a car maker exports to some markets, he has to ensure that the products meet the set standards. This requirement might result in extra costs.
SWOT analysis
Strengths
One of this industry's major strengths is the constant product innovation and technological advancement that make cars remain attractive to consumers. Thus, this industry is safe from threats by other means of transport. Also, the decision by different car makers to build assembly plants in various parts of the world helps them cut shipping, operational, and taxation costs.
Weaknesses
The main weakness of this industry is the increase in the recall of vehicles. In other words, different rules set by various governments result in some cars being returned to their country of origin. Secondly, customers' bargaining power due to other car models' availability has reduced car manufacturers' profits. Lastly, the industry's growth rate is hugely impacted by various laws and regulations instituted by governments.
Opportunities
To reach a large group of customers, automobile manufacturers can make more fuel-efficient vehicles. Also, car manufacturers can form strategic alliances to enable them to differentiate their products. Lastly, since it is predicted that the future of the car industry will be defined by automation and the use of clean energy, carmakers should invest in these technologies.
Threats
The biggest threat to the car manufacturing industry is intense competition. The presence of several players in the industry means that each car maker eats into another’s share. Secondly, a sluggish economy, recessions, and low-income earnings affect the purchasing power of consumers. Lastly, the huge investments that different car makers have put into research and design are yet to bring returns. For example, investments into self-drive cars have not transformed into profits. 
How Car Makers can Position themselves to gain Competitive Advantage
One approach that car manufacturers can adopt to gain a competitive advantage over their competitors is to invest in and improve their value chain. For instance, as stated above, there is an opportunity for industry players to focus on fuel efficiency (Gopal, Karali, Sharpe, Delgado, Bandivadekar, and Garg, 2017). Therefore, a manufacturer can improve the design process and enhance the quality of the final product.
	Secondly, automakers can improve the life cycles of their products. For example, by adding new product features or modifying them, an entrepreneur can increase the duration a particular model remains in demand. One typical example is the constant changes that have been done to Ford F150 over the years, which has resulted in this model maintaining its popularity among consumers (Cars.com, 2020). Thus, if a carmaker intends to gain a competitive edge and become dominant, increasing his products’ life cycle and improving the value chain are significant steps to take.
Conclusion
To finalize this discussion, the car manufacturing industry is one of the most dominant sectors in the world due to the various dynamics that define it. A comprehensive analysis of Porter’s Five Forces has established that this industry is affected by suppliers' bargaining power, negotiating power of buyers, new entrants’ threat, competition from substitutes, and competition from rivals. Also, an in-depth PESTLE and SWOT analysis have identified different challenges and opportunities that affect this sector. Lastly, this essay has suggested that increasing the life cycle of cars and improving the value chain can help a car manufacturer gain a competitive advantage over competitors.
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