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Introduction
Scholars have defined business environment as the collection or rather the sum of all the external as well as internal factors influencing or affecting the operation and the overall performance of the business (Abbas et al., 2019). They include factors such as government activities, social trends, and changes in the economy, supply and demand, employees, market trends as well as needs and expectations of customers, among others. These factors form major forces that, in return, shape the business environment of an industry. The type and the impact of such forces keep on changing the same way the business environment keeps on shifting thus influencing an industry in different ways at different times (Salami, 2016). Environmental analysis, on the other hand, refers to the process of identifying internal as well as external factors affecting the operation of the business (Aithal, 2017). It is through environmental analysis business researchers can identify and explain forces shaping the business environment of a given industry. Using relevant frameworks, therefore, the paper aims at explaining the key forces shaping the business environment of a selected industry of and how the same industry has changed with time. It is also the aim of the paper to critically assess opportunities as well as challenges presented by such key forces and how companies can best position themselves to gain a competitive advantage.
[bookmark: _Toc48984730]Major Forces Shaping the Business Environment of the Car Manufacturing Industry
The car manufacturing industry is the selected industry of interest. The focus of the paper, therefore, is on explaining key forces that shape the business environment of the car manufacturing industry. For understanding and explaining key forces shaping the business environment of the car manufacturing industry PESTEL analysis will be utilised.
[bookmark: _Toc48984731]PESTEL Analysis of Car Manufacturing Industry 
According to Pan, Chen, and Zhan (2019), PESTEL analysis is recognised as not only a focused framework but also a useful model that is commonly utilised by marketers or rather decision makers to examine the business environment and identify the external forces shaping an individual business organisation or the entire industry. It is an abbreviation for the Political, Economic, Socio-cultural, Technological, Environmental as well as Legal factors. 
[bookmark: _Toc48984732]Political Factors
As the words suggest, the political factors refer to all activities by the governments including government regulations or political policies that may affect the operation of a firm or an industry in one way or the other (Ghotge et al., 2020). Examples of such include political stability or instability, trade, taxation as well as labour policies. Looking at the case of car manufacturing, in particular, there are several key identifiable forces under the category of political factors that are shaping the industry. One of those key forces is safety regulations (Tsangas et al., 2019). Driven by the need for ensuring safety, governments across the globe have come up with strict safety regulations governing the use as well as the manufacturing of the motor vehicles. Besides, there are the emission policies that have been developed by governments across the globe to prevent unfriendly environmental consequences resulting from emissions of motor vehicles, especially the ICE-based cars (Klebaner, 2018). The EU’s CO2 reduction targets, for instance, have put more pressure in the car industry thus making all the key players in the industry focus more on low emission cars that are also fuel-efficient (Hannappel, 2017). All these forces have made it difficult for the new entrants to penetrate or even for some incumbent companies to survive in the industry.
[bookmark: _Toc48984733]Economic Factors
Just like many other industries, the automotive industry is reported to have been hit hard by the economic crisis being experienced in different parts of the world in recent years. With poor economic conditions, the demand for cars, especially luxury vehicles has remained significantly low (Ahmadinia and Karim, 2016). More so, there is the issue of high taxation of luxury vehicles in many international markets, something that has also made the demand for high priced cars to remain significantly low. With such low demand, the car manufacturing industry continues to record low profitability in different global markets. The low profitability, in return, is marking it difficult for even the established companies to survive in the industry, especially now that there is the need to design expensive vehicles that are emission-free.
[bookmark: _Toc48984734]Socio-cultural 
The ever-changing needs and preferences of people and the overall social trends are significantly affecting the car manufacturing industry. The preferences of consumers are changing every day, thus forcing the car manufacturers to be innovative enough to design new premium models that will meet the changing consumer preferences (Baba-Makkau, 2016). Some car models are selling in some markets and not others because of cultural differences and varying preferences of people. In Norway, for instance, the electric vehicles (EV) are gaining acceptance at the expense of the ICE-based cars. The emergence of “mobility as a service,” in the recent past is yet another example of changing social trends. With ever-changing social trends and consumer preferences, the popularity of some brands, as well as models, are hardly gaining the projected popularity hence low sales and the overall profitability.
[bookmark: _Toc48984735]Technological Factors 
Technology and innovation, in particular, are reported to have important factors in the industry of car manufacturing. To a larger extent, the market share in the car manufacturing industry is being determined by innovativeness and the overall technological advancement of an individual company. Sources indicate that the key players in the industry are investing more in research and development to remain relevant in the market (Hollweck et al., 2018). Major companies in the industry such as Toyota, Ford as well as Hyundai, for example, are investing more in low emission or emission-free car models that are environment friendly (Alam et al., 2019). With time people’s preferences have changed and customers are now demanding premium car models that are not only safe and of high mileage but also fuel-efficient. It is through the adoption of advanced technology and high level of innovation that automotive companies can design models that meet such consumer preferences. 
Environmental Factors
In recent years, many states through their governments have been committed toward controlling the environmental population. As a result, many laws aiming at championing environmental friendliness have been passed both at national and international levels, thus forcing the key players in the car manufacturing industry to focus more on low or free emission car models. In many global markets including the EU as well as UK markets, for instance, environmental laws have become stricter in the sense that only cars that are passing the pollution tests are being allowed in the market (Klebaner, 2018). 
[bookmark: _Toc48984736]Legal Factors
To some extent, the performance of the car manufacturing industry in terms of sales and the overall profitability has been affected by legal factors. In many markets across the globe, environmental laws have grown even more stringent in such a way that only cars passing pollution tests are being allowed in the market (Hannappel, 2017). Besides, there are laws related to the safety of the user like one on safety belt as well as tax laws, among other legal requirements that a car manufacturing company has to meet before being allowed to operate in an international market.
[bookmark: _Toc48984737]Critical Assessment of the Opportunities and Challenges Presented By Such Forces
To critically assess opportunities as well as challenges presented by forces facing the automotive industry, a SWOT analysis will be utilised. It is recognised an effective strategic planning tool that helps business decision-makers to identify strengths, opportunities, weaknesses as well as threats that are related to an organisation or the entire industry (Madsen, 2016).
[bookmark: _Toc48984738]SWOT Analysis of Car Manufacturing Industry
[bookmark: _Toc48984739]Strengths
One of the key strengths of the car manufacturing industry presented by the forces shaping the industry is that it is an evolving industry (Hannappel, 2017). It is an involving industry because the major players are forced to continue being more innovative in order to satisfy the ever-changing needs and preferences of consumers. The more the car manufacturing industry continues to produce more vehicles that meet the people’s preferences the more the quality of life improves and so is the demand for such vehicles. Besides, the industry enjoys the strength of continuous technological advancement as well as product innovation. The invention and increased need of EVs and other alternative fuel like the shell gas, major car manufacturing firms including Toyota, Ford as well as Hyundai are investing more on R&D with the motive of driving the next growth phase (Suh, 2016). The increased demand for vehicles with high value for money (VFM) is yet another notable strength of the automotive industry. Statistics have it that there is an increasing demand for VFM vehicles, especially in the upcoming global markets like Africa and Asia. Customers have high taste and preferences for high mileage and fuel-efficient vehicles (Simons et al., 2020). In some global markets like in many developing states, the demand for luxurious commercial vehicles is increasing which also a major strength of the industry.
[bookmark: _Toc48984740]Weaknesses
One of the main weaknesses of the automotive industry is strict government regulations including heavy taxes, pollution or environmental laws and entry denial of some outsides cars in some counties (Hollweck et al., 2018). Besides, there is the weakness of consumer’s high bargaining power due to stiff competition, the availability of more variants and alternatives to choose from. More so, the industry suffers the weakness of high employee turnover.
[bookmark: _Toc48984741]Opportunities 
Introduction of the fuel-efficient vehicles is one of the opportunities for the car manufacturing industries. The introduction of fuel-efficient vehicles means the emergence of new markets, something that will drive the growth of the industry for a long duration (Akumu, 2017). The changing lifestyle, as well as customer groups, also comes out as a golden opportunity for the industry because automotive companies will have to produce more new car models to cater for changing preferences and demand for customers. There is also the opportunity of expanding to international markets such as the Asian market where there is upsurge demand for vehicles. There is also the opportunity of making strategic alliances like partnering with other companies with differentiated capabilities or offerings. The shift of OEM priorities to EV models is yet another notable opportunity for the industry (Kieldsen et al., 2016).
[bookmark: _Toc48984742]Threats
Foremost, there is the threat of intense competition which has been created by the presence of many players in the car manufacturing industry. The sluggish economy, as evident by factors such as the escalating level of unemployment, recession and macroeconomic uncertainty, is another major threat to the automotive industry. Additionally, the car manufacturing industry is faced by the threat of high fixed cost and huge investment in the R$D as companies try to enter the emerging markets following the overcrowding of the mature markets (Suh, 2016). Furthermore, the industry is faced by the threat of volatility in prices of the fuel.
[bookmark: _Toc48984743]How Firms can Best Position Themselves to Gain a Competitive Advantage
Considering the opportunities as well as challenges presented by various forces shaping the car manufacturing industry, there are a number of ways through which automotive companies can best position themselves to gain a competitive advantage. One of those ways is to invest more in R&D to run more about ever-changing needs and preferences of customers, thus grabbing the opportunity of emerging international markets (Suh, 2016). Making strategic alliances such as partnering with related companies with specialised capabilities or offering differentiated products or services is yet another way automotive firms can enhance their competitive advantage.
[bookmark: _Toc48984744]Conclusion
The paper aimed at analysing forces shaping the car manufacturing industry, the resulting opportunities and challenges as well as the best ways automotive companies can position themselves to gain competitive advantage. The study concludes that there are various forces shaping the automotive industry. Among the major ones include strict safety regulations and emission policies, high taxation of luxury vehicles, changing consumer preferences and overall social trends as well as fast advancing technology. Some of the key opportunities presented by such forces include the emergence of new markets, constant technological advancement, the invention of EVs and increasing demand for VFM vehicles. Some of the major challenges, on the other hand, include strict government regulations, high consumer bargaining power, intense competition, high fixed cost as well as a huge investment in R$D.
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