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The global business environment is an important consideration in terms of making strategic business decisions. This environment involves factors like industry environment, strategic environment, remote environment, etc. This report will involve a detailed analysis of the automobile industry given the current pandemic situation and the evolving trend and megatrends. In assessment 1, the business environment of the automobile industry has been analysed using various environmental analytical tools like SWOT, PESTLE, Porter’s five forces, porter’s value chain, etc. and based on the findings of that part, here the viability of the automobile industry will be discussed. And taking insight from the analysis, some survival and success factors for the automobile industry will be developed.
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COVID-19 has severely impacted the major industries of the world. But the impact is not negative in terms of all industries because this pandemic has created opportunities for some industries as well, such as food retail, pharmaceuticals and consumer goods industry as people were purchasing in bulk amounts. However, some industries were in a vulnerable position and the automobile industry was one of the severely impacted industries. The impact of the pandemic on the automobile industry is given below:-

Figure: Impact of pandemic on automobile industry 
Source: (Self-made)

Production cut: During the first phase of the pandemic, the automobile industry was forced to cut down its production due to the concern for worker safety. However as the pandemic has risen and several countries announced lockdown, companies were forced to shut down their production procedure (Das, 2020). And as a result, the industry faces its first time disruption in terms of normal business and production activities the impact of which was high.

Supply chain disruption: Most of the automobile industry is dependent on the parts and equipment supplied by China in terms of the production of the automobile. The global automobile industry annually imports $34 billion worth of motor and other parts for automobile production (Das, 2020). Since China was the origin of this pandemic and the world has cut off every physical communication with the country first, hence the supply of automobile parts was severely disrupted. And which has definitely negatively impacted the production facility of this industry.
 
Layoffs of labour: There were layoffs throughout the industry. For instance, Nissan opted to close its factory in Barcelona after posting its greatest profit decline in ten years. The workers at the facility then started to protest this (Kingstone, 2020). Similar to this, manufacturing halted elsewhere as a result of facility shutdowns. The situation was made worse by the car industry's dependence on international supply networks.

The decline in sales: The impact of COVID on vehicle sales was huge. As of the report of May 2020; global car sales plunge by 39% in March 2020, which was just the beginning of the pandemic. The decline in sales resulted in due to two significant reasons (Kingstone, 2020). 
First, due to the lockdown people were forced to stay at home and as a result, the use and demand for vehicles have reduced. And another reason is, that many people lost their jobs or experienced a decline in their income hence they didn’t bother to spend a bulk amount on a vehicle.

Decline in consumer sentiment: Due to massive job losses, consumers began conserving more money rather than investing it in large purchases like cars, which further decreased demand. Despite the sharp decline in fuel costs across North America, there was no uptick in the number of vehicles sold. When compared to July of last year, new car sales in the US dropped by 23.9%. Sales fell by around 25.7% in Europe over the same period (Harbour, 2021).

Impact on the value chain: In short, the pandemic has impacted the overall value chain of the automobile industry. The supplier network has been hampered as the materials supply from china has halted for a long period. The manufacturing process has also been severely impacted as disruption in the supply chain occurred as well as the manufacturing process needed to halt due to safety concerns of the labor. Though adequate marketing efforts were carried out on social media and online, still the sales have dramatically declined as a consumer no longer wanted to invest in cars and motors (Kumar, 2020). And all these jointly hampered the end market and after-sales service activities.

However, the negative impact derived from the pandemic on the automobile industry was an incredible lesson for car manufacturers around the world. This effect has definitely paved the way the manufacturers used to think before and created room for further idea generation.
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Megatrends represent the wide-ranging process of change. Today’s world is very dynamic and there are so many things happening around the world every single second. Among them, few happenings become prominent and shape the new way of doing business and those happenings are called megatrends. Megatrends all over the world are transforming business and some of the most prominent megatrends that are most likely to transform the business in general but especially the automobile industry are given below:-

Figure: Megatrends of the world 
Source: (Self-made)
Trusted products: Customers nowadays became more aware and whenever they are making a purchase decision, they want to have full trust in that product. However, the mere reliable word from the salesperson doesn’t create any vibe for the customers rather customers want written reliability now (Singh, 2021). And all the laws that are relevant to customer protection and safety are becoming more prominent nowadays.

Sustainable energy: The concern for the environment is always rising and consumer is becoming more aware of the sustainability issue. Consumer participation in energy production will become mandatory due to climate change, and providers may rethink centralized energy production (Lichtenthaler, 2021). Whether sustainable energy is produced technologically or by changes in human lifestyle, the movement will spread to cities and businesses over time.

Integrated mobility: Estimation reveals that two third of the people are moving towards cities nowadays. As two-thirds of people relocate to urban areas, they will seek for practical, secure methods to move about their urban, intelligent settings. Organizations in the mobility sector are being forced to start thinking bigger about this problem.

Trust, safety and security: Safety and security are one of the key considerations for an organisation nowadays. The key to building an organization’s reputation is by providing its consumer with trust, safety and security. In fact, after the product quality, the trust, safety and security provided by the organisation bear utmost importance to the customer (Singh, 2021). This megatrend is going to shape the business by making them think more about consumer safety than making a profit. This will generate long-term benefits for the organization.

Green Vehicles: The megatrend of green-making organizations design vehicles in such a way that will reduce carbon emission, facilitate fuel economy and will minimize the overall negative impact that vehicles have on the environment (Yeung, 2022). Due to the confluence of multiple issues—climate change, oil price instability, an increase in the number of cars in use globally, and recent and forthcoming regulations everywhere—green is a major megatrend today. This will transform the automobile business in a way that, they will employ more innovation and sustainability in their vehicle design and production procedure.

Electric vehicles: The production of electric vehicles has become another important megatrend nowadays. To improve the fuel economy, and to reduce carbon emissions, companies nowadays are shifting towards electric power rather than fuel power (Yeung, 2022).  Besides global oil storage has also in its crisis moment now. All of these happenings have intensified the need for electric vehicles and tesla has become one of the pioneer companies to adapt to this trend, which brought the company immense profitability.

When an organisation make its strategic move, it needs to consider the given megatrends of the environment and relevant industry to keep effective pace with the dynamic business world.
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The given analysis shows that the global automobile industry has been struggling a lot due to the COVID pandemic and the overall external environmental factors are not that favourable either. Besides, given the megatrends of the industry, the automobile industry has to take some steps to strengthen its survival and success factors. The key survival and success factors for the automobile industry are discussed below:-

Figure: Survival and success factor of automobile industry  
Source: (Self-made)

Development of Positive image: In terms of purchasing decisions for an automobile, the first thing that comes to the mind of a consumer is their safety as the functionality of an automobile ensures a smooth riding experience (Zada, Lahsasna and Saleem, 2017). That’s why an automobile company need to build a strong public image so that the customer can entrust their safety with the brand.

Distribution network: Having a strong distribution channel is another essential survival factor for an organisation. In terms of sales of cars and trucks, manufacturers need to develop franchise dealerships to create showrooms in every peak locality (Zada, Lahsasna and Saleem, 2017). Securing a distribution channel eases lots of work for the manufacturing company.

Cash flow: Although a carmaker nearly always sells more vehicles when it cuts pricing or offers incentives, the profit margin might not be strong. An automaker must also maintain expenses under control, especially those that are subject to change, including the cost of raw materials and subcontracted parts (Dressler, 2021). The focus of the regular conversations between automakers and labour organizations is achieving a sustainable cash flow.

Compliance: To ensure survival, automakers must adhere to federal and local regulations. There are so many technical standards developed by the state in terms of making these heavy industrial materials (Hartman, 2010). Those standards are mainly developed to ensure consumer safety. The common standards that an automobile manufacturer need to adhere to include fuel efficiency and safety standard and emission standard.

Flexibility: In developed economies like UK and USA, car buyers are more prone to transforming their buying habits very quickly following the state of the economy, new automotive technology and the price of fuel (Hartman, 2010). Hence to effectively meet the current and future needs of customers, the automotive industry needs to be flexible enough and remain attentive so that they can also follow the changing nature of buyers.
In short, to ensure the survival and success of the automobile industry, organisations need to pay more attention to their general business procedure and be uptodate with the market trends and dynamic features of the environment.
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The pandemic has brought several negative outcomes for the global automobile business and which makes it more vulnerable to the impact of the external business environment. The direct and indirect impact of COVID on the industry has caused long-term damage and to ease this damage, strong strategic decisions need to be made. In terms of making those strategic decisions, organisations need to consider the megatrends of the world. Clearly defining the success and survival factors can help in this process.
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