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An Analysis of the Automotive Industry Utilizing Porter’s Five Competitive Forces 
The Automotive Industry
The automotive industry is an industry that manufactures automobiles like motor vehicles. The industry keeps reforming its strategies so as to address the concerns in the five forces analysis. In response to the external factors around the global automotive market, companies in the industry develop policies as well as appropriate approaches that are responsive to the most significant forces.
On the competitive rivalry, the automotive industry faces serious competition which is a strong force (Rothaermel, 2016). There are many companies like Toyota and Ford which compete against one another within the automotive industry. The high aggressiveness of different firms in the industry is a strong force that influences the firms in it to compete against one another. High exit barriers are also strong forces that contribute to the automotive’s competitive rivalry. The moderate number of firms in the automotive industry is a moderate force for its competitive rivalry. Companies in the industry therefore highly compete against one another. 
There are top players in the industry like Toyota and Ford.  For example, Toyota actively innovates and markets its products in unique ways hence highly competing against others. The high costs of investments of firms in the automotive industry, makes the firms compete with each other rather than quit the automotive business. Large firms like the General motors are moderate firms in the industry which creates more competition. The companies in the automotive industry thus ought to maximize their competitive advantage to tackle all the external factors that expose them to competitive rivalry ( Fathi & Ahmadian, 2016).
The bargaining power of automotive customers or buyers is a moderate force in the industry. The industry has moderate switching costs which are a moderate force. The automotive industry also has a moderate number of individuals who do individual purchasing. This is a moderate force in the industry. The moderate availability of substitutes is also a moderate force for the industry. The industry’s customers enjoy moderate switching costs which are a result of moving from one firm in the industry to another. Customers thus easily move to another firm in the same industry although not frequently because of the nature of automobiles (Rothaermel, 2016). Every customer purchase from companies in the industry is moderate in terms of its price and the contribution it brings to the revenues of the companies. Substitutes are further moderately available in the automobile industry and this gives customers the option of moving from one company to another. In line with this, companies in the industry must enhance customer satisfaction aspects for it to be better placed in regard to this force.
The bargaining power of the automotive industry suppliers is a moderate force. The moderate general supply is a moderate force contributing to the industry’s moderate bargaining power of suppliers (Gunslinger et al., 2020). The industry also has a moderate population of suppliers which makes it a moderate force. It gives the suppliers limited bargaining power. The low forward vertical integration is a weak force for the industry and thus gives the industry’s suppliers moderate bargaining power. Most suppliers in the industry do not own neither controls the distribution nor the sale of their goods to the industry. The industry has a forward vertical integration and hence weakens the suppliers' bargaining power. Most companies in the industry like Ford have the power to produce some of the materials it needs to manufacture cars and other related finished products. The supplier effect is therefore a significant but limited external factor to the automotive’s industry business success.
The threat of substitutes is a moderate force in the industry. The factors that contribute to the moderate threat of substitution that Automotives face include;  the moderate availability of substitutes which is a moderate force, the moderate switching costs which are also a moderate force, and the low performance of substitutes which constitutes a weak force. Musonera and Cagle, (2019) the few substitutes available in the industry are not always appropriate and sometimes they are not readily available. Strategies used in the industry are also effective. For example, Ford gives its clients cars on loans and this reduces the switching power of these customers. Many at times, the substitutes are of lower performance in the aspects of safety and convenience compared to automotives and this reduces the customers’ switching power.
[bookmark: _GoBack]The threat of new entrants into the automobile industry is a weak force. The entrance of new firms into the industry involves high capital costs which make it difficult for them to enter the industry. The high costs of doing business as well as the high cost of developing their brand are challenges that limit the entrance of new firms into the industry. Companies in the industry incur a lot of costs to both set up and maintain their businesses and facilities (Fathi & Ahmadian, 2016).  Most companies like Ford are strong brands that have been built over the years. All these factors limit the number of new entrants into the automotive industry. This threat is therefore a weak force for the industry. The automotive industry is therefore a competitive industry. It is a profitable industry for those companies that are already in it. However, the industry might not be very profitable for new entrants because of the high costs of entering it.




References
Fathi, A., & Ahmadian, S. (2016). Competitiveness of the Iran automotive industry for entrancing into foreign markets. Procedia Economics and Finance, 36(16), 29-41
Genzlinger, F., Zejnilovic, L., & Bustinza, O.F. (2020). Servitization in the automotive industry: How car manufacturers become mobility service providers. Strategic Change, 29(2), 215-226
Musonera, E., & Cagle, C. (2019). Electric Car Brand Positioning in the Automotive Industry: Recommendations for Sustainable and Innovative Marketing Strategies. Journal of Strategic Innovation and Sustainability, 14(1)
Rothaermel, F.T. (2016). Competitive advantage in technology intensive industries. In Technological innovation: Generating economic results. Emerald Group Publishing Limited


