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5. Critical External Environmental Analysis – (EFE). PEST analysis 

5.1 Political  

Since political is more related to the critical success factor about compliance with local and 

international standards (Foley, 2018), the political situation regarding the announcement of 

various government regulations could cause many impacts mainly profitability on the 

automobile industry (BEA, 2018). 2016 was an excellent year for the U.S automobile industry 

(figure 1) due to sales of the new car reached the highest record of 17.55 million. This sale was 

upward because of low-interest rates, low gas prices and lower unemployment rates. As 

General Motors headquarters from the United States, it was beneficial for General Motors 

(Dealercenter, 2017). 

On the other hand, National Automobile Dealers Association forecast vehicle sales may 

decrease (CenterAutomotiveResearch, 2017) because of the uncertainty of President Trump 

policies regarding infrastructure spending and tax cuts that can increase General Motors new 

products but this resulted in vehicles more expensive (Bloomberg, 2018). 

Furthermore, the investment situation developed by the government can decide the growth 

or fall of the automobile industry (Financialtimes, 2015). If governments propose interventions 

to support the growth and expansion of the automobile industry, then more investment will 

come in the industry which influences to high-quality production and more use of automobiles 

(figure 2).  
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Figure 1: U.S Light vehicle sales (Dealercenter, 2017) 

Figure 2: Government intervention in automotive (ATKearney, 2019) 
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5.2 Economic  

Economic forces are also of particular importance in the context of the automotive 

industry. When the economic conditions are right, the sales of vehicles can remain high 

(Yilmaz & Ustaoglu, 2013). Over the last few years, prices of vehicles have increased because 

of the rise in inflation (Milligan, 2017).  Price of necessary commodities such as crude oil and 

fuel also influence the automobile industry. When oil price rise, the prices of the automobile 

and spare parts will also have an effect (figure 3). 

Otherwise, when the economic conditions are not good, the sales of vehicles fall 

especially in developing countries (Yilmaz & Ustaoglu, 2013). The demand of vehicles is also 

influenced during the poor economic condition (transportgeography, 2019). Although 

automobiles sales in developed countries are stagnant because most people have already owned 

their automobiles, but innovations such as making electric cars can improve the sales of 

automobiles (figure 4). 

 

Figure 3: World Light Vehicle Sales Forecast.  

Outlook optimistic from US/Europe recovery and China market growth (Robinet, 2015) 
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Figure 4: The rise of electric cars (Worldeconomicforum, 2018) 

5.3 Social 

The automobile industry has transformed the whole society. The vehicles that were 

produced for upper class now become a need for everyone (History, 2018). It becomes a big 

concern regarding critical success factor specifically in the brand image because nowadays 

vehicles becoming a major part of society that may influences people lifestyle, health and 

environment (Jamal, 2014). However, people in developed countries have now begun to 

believe that automobiles have unfavourably influenced their environment and health. That is 

why most people in developed countries prefer using another healthier choice like cycles or 

walk (figure 5).  

In contradiction, social trends which change continuously also affect the generations 

especially gen Y to buy the vehicle (figure 6). Moreover, the changing of social trends can 

affect the popularity of the brand and can make the older models obsolete so it increases the 
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number of vehicles in the road which impact traffic jams that can be detrimental because of 

time-consuming and increasing road accidents (de Souza, et al., 2017). 

 

Figure 5: Cycling rate in some countries in the world (bicyledutch, 2017) 

 

 

Figure 6: Graphic gen Y is willing to buy vehicles (deloitte, 2014) 



7 

 

5.4 Technological  

Technology and innovation have become important determinants of market share in the 

automobile industry. Since consumers are becoming more knowledgeable about technology, 

they want automobile manufactures to complete vehicles with the latest features that have 

become one of the biggest challenges for the automobile industry (EY, 2016).Therefore, the 

more innovative the company, the more developed the company and it is closely related to the 

critical success factors about Technologies and R&D of design (Atalay, et al., 2013). Moreover, 

the Automobile manufactures invests most of its money for research and development to 

develop low emission technology for vehicles (Marketline, 2018).  

In addition, the sales and market share of the low emission vehicles are high in the UK. 

It indicates that technology is one of the most necessary factors which affect the performance 

of the company (Figure 7). Among this new technology, the trend in term of improved fuel 

consumption and emissions reduction has become more focused (Fontaras, et al., 2016). It 

makes companies in the automobile industry especially Toyota, Hyundai and General motors 

is achieving the goal to improve fuel economy (Thenewyorktimes, 20197). 

Figure 7: Sales and Market Share of Ultra Low Emission  

Vehicle (ULEV) in the UK over time (Office for Low Emission Vehicles, 2015) 


