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Executive Summary

This report deals with the impact of the pandemic on the automobile industry. The report consists of detailed discussions regarding how the industry leaders have been able to succeed at such uncertain stages as well. The way in which the international economy has been impacted by the pandemic has also been discussed in detail along with global examples. Apart from this, the report will also include a comprehensive overview of the extent to which the automobile sector has been affected by the current pandemic situation. It will lastly include the identification of the recommended ways with which the automobile sector will be able to carry out the smooth functioning of its business effectively. 


Table of Contents

Introduction	3
Discussion	3
Conclusion and Recommendations	10
Reference List	11
Bibliography	13



[bookmark: _Toc92713806]Introduction 
The pandemic had a great impact on the entire economy of the nation and every industry had to go through turmoil. One of the most impacted sectors is the automobile industry. It has to be noted that the automobile industry has to provide for people as it is one of the main channels of car distribution. It has been found that the Pandemic driven recession has hit this industry badly (Deloitte, 2021). This has given rise to many trends in the automobile sector. It can be said that the government and the leading business organisation have used the Nudge theory to change the behavioural aspect of the consumer. The report will focus on the impact of pandemics in the automobile industry.	
[bookmark: _Toc92713807]Discussion
Megatrends of the automobile industry
Digital transformation
The coronavirus pandemic has compelled automobiles to shut their shops down to maintain proper social distancing protocols. This has eventually led them to acquire a digital model of marketing, which will help them to acquire a greater marketing reach. It is believed that digital transformation will become a top priority for automobiles as of 2021. The primary purpose of digital transformation within the automobile sector is essentially based on the identification of the needs and requirements of the buyers. This does not only include customer-centricity but also cost reduction and business process streamlining (Fu, 2020). For instance, Aston Martin is facing a great challenge in reaching out to new buyers. In response to the pandemic, the automobile company has managed to re-platform and integrate its digital offering. As per their 2020 Annual Report, they are reinvigorating their marketing ingenuities to advance brand awareness as well as drive capacities with digitally-led, personalised marketing actions (Sitecore, 2021).  
Omnichannel automobile marketing
The aspects of Omnichannel automobile marketing are considered to be the integration and the cooperation of varied channels for interacting with customers. The primary purpose of omnichannel marketing is to be able to create a consistent brand experience. In the post-covid business landscape, it has been found that the omnichannel automobile approach to sales tends to focus on the provision of seamless customer experience. As per the report of Decision Marketing (2017), enhancing Aston Martin’s speculation, their plan will bring true omnichannel buyer engagement and attendant in a new age of client-centricity as well as innovation. In the wake of the pandemic, they have managed to shift their UK business online during the tenure of lockdown. This is because the increasing demand for online provision of sales became the most apparent. This UK automaker is aiming at savings of £18 million approximately in manufacturing and operating costs, however, they are also reducing their capital expenditure by £10 million (Bloomberg, 2020).
Sustainable brands winning customer loyalty 
Another major megatrend of the automobile industry, which comes into the forefront tends to include the association of sustainability through branding. The presence of eco-friendly awareness is perhaps one of the major elements of automobiles that comes into the forefront. The realisation that reduced human activity creates a direct positive impact on the planet made the consumers conscious of their buying choices. Keeping this aspect in mind, the automobile companies intended to initiate the notions of sustainability in their business processes. At Aston Martin, their design team looks at the proper incorporation of sustainable materials including usage of recycled plastics in designing substrates, a waterproof fabric from Banana plants. Recently they are taking care of leather alternatives like “Desserto’s cactus-based leather”, prepared from Bananatex and Nopal cactus (Aston Martin, 2020). It tends to include a comprehensive understanding of the pillars of sustainability that creates a difference in terms of inclusion and diversity. With their sustainable approach and the use of eco-friendly products, the company managed to acquire a greater level of customer reach to a great extent. [image: ]
Figure 1: Breakdown of the wholesale volume of Aston Martin
(Source: Aston Martin, 2020)
Impact of Pandemic on the automobile industry 
Porters Fiver Forces
	Competitive rivalry 
	After the advent of the Covid-19 pandemic, the competitive rivalry has increased at a considerable rate. However, this is considered to be a challenging aspect for the automobile industry due to the higher intensity of the levels of competition in the automobile sector. This has been found that the higher the levels of intensity in competitive rivalry results in lesser profitability of the firms. According to Crick and Crick (2020), it is because of the arrival of new automobile companies emerging due to the wake of the pandemic. This tends to include the arrival of the small automobile companies, thereby providing competitive pricing that has attracted the attention of the consumers. Thus, the competitive rivalry in the automobile industry is high. 

	The threat of new entrants 
	The threat of new entrants is perhaps a common instance after the Covid landscape. This is further associated with the extent to which it is threatening to a new competitor. The existing automobile companies in the UK have managed to acquire an insight into the extent to which the new players in the automobile industry have created their position as a new player in the business.  This makes the threat of new entrants a high factor. 

	Threat of substitutes
	The potential presence of substitutes is considered to affect the attractiveness of the industry, which eventually lowers the quotient of profitability. This is because, after the pandemic, most of the automobile companies are found to influence the prices of the products that create a high chance of the presence of substitutes. For instance, an automobile company providing its products at a lower rate in comparison to the other companies in the market are likely to gain a competitive advantage.

	Bargaining power of suppliers 
	The bargaining power of suppliers is comparatively higher after the coronavirus pandemic. This is because, due to the presence of limited operations in the current situation, the suppliers are lesser in number, which compels the automobile companies to acquire raw materials at a higher rate. This makes the bargaining power of suppliers to be high. 

	Bargaining power of buyers 
	The bargaining powers of buyers are naturally high, due to the presence of new entrants in the automobile sector. A company providing products at a lower price are likely to make the consumers inclined towards them. 


Table 1: Porter’s Five Forces Analysis of the automobile industry
Pestle Analysis
	Political factors 
	The UK is considered to be the most politically stable country and ranks 14. Despite the arrival of the pandemic, the country has managed to maintain its political stability to a great extent. However, after the association of Brexit, the political stability of the country got affected to some extent (Matovic, 2020).

	Economic factors 
	The economic growth of the UK has been highly affected due to the presence of the current pandemic. This is primarily because of the rise in the inflation rate, which accounted for over 5% (Yusop, 2018). Apart from this, another major factor that contributed to this included the increase in baking interest rates, which had to be increased to balance the inflation. 

	Social factors 
	The automobile sector in the UK had to face changing preferences of consumers after the pandemic hit the country. The consumer preference towards the association of online services and acquiring low priced automobile products have created intense competition among the automobile companies largely. 

	Technological factors 
	The arrival of the coronavirus pandemic has resulted in the advent of acquiring modern technological solutions for accommodating the needs and requirements of the consumers. The arrival of omnichannel marketing provisions is the most noteworthy in this context. 

	Legal factors 
	The automobile sector needs to be able to meet the legislative requirements of the country, to accommodate a proper presence in the market effectively (Phan, 2021). 

	Environmental factors 
	The association of blockchain technology and sustainability is considered to be a major environmental factor for the automobile sector. The use of blockchain technology will eventually aid the farmers to be able to acquire input information about food products effectively.


Table 2: PESTLE analysis of automobile industry 

Development of survivors and success factors 
The pandemic was indeed a difficult phase that impacted the economy in unprecedented ways. Although, there have been businesses that thrived even after such harsh conditions. The automobile sector did not face immense challenges due to the growth of online sales. Aston Martin, one of the biggest automobiles in the UK has its profit margins dented by the pandemic as well. It had its profit (pre-tax) slip to £466m during the pandemic (Jolly, 2021). Even after such financial anomalies, the organisation has been able to stand strong and revamp its profit. One of the main reasons behind this is its surging online sales demand. Their workers are putting together their DBX model to follow firm social distancing actions. The organisation, which lost about £100m in 2019, has great hopes for its DBX and they believe this car could converse its fortunes (Prentis, 2020). In other ways, the annual sales of the organisation have seen an increase due to online business. Although due to Covid costs the profit margin was dented here as well. To have production lines progressing, they need measures that support the whole sector. There were, concerns regarding the broader manufacturing sector besieged to cope with organisation closures, issues faced due to social distancing and weak demand (Prentis, 2020). Thus, it can be seen that the major surviving factor was the growth of online sales in the market.
Reasons for engaging in International Trade 
International trade allows the organisation to widen its scope of consumers. It has to be noted that a nation can have a surplus of a particular resource. These resources are then sent to some other country and are termed as – export. The incoming of resources from some other country is termed as – import. A trade surplus is a condition when the export of the nation is more than its import, on the other hand, a trade deficit is a condition when the total amount of imports is more than it exports (ClearTax, 2021). It has to be noted that a trade deficit would mean that the nation is not being able to produce important resources on its own. As per the reports, the trade deficit of the UK in 2021 is 2.5 billion British pounds (Statista, 2021). The automobile sector of the nation is one of the main players in its international trade setting.
International trade allows the organisation in ensuring that that it has a plethora of resources and has a considerable amount of customer reach (Agbo et al., 2018). The pandemic has allowed the growth of online sales at an unprecedented rate. This has made it easier for organisations to connect with consumers all around the world. One of the main benefits of indulging in international trade is that it ensures that the surplus resources of the nation are not being wasted. One of the main trends which have been ascertained in the automobile industry during the pandemic is the increase in the importance of recycling products (George and Rengamani, 2018).  Thus, it can be said that international trade will allow the organisation and the nation to efficiently use resources and ensure that it does not have any dearth of important resources.
[image: ]
Figure 2: Trade Deficit in the United Kingdom
(Source: Statista, 2021)
Market Structures and major features of the current international economy 
The pandemic has impacted almost all sectors of business in the nation. It has to be noted that the total amount of automobile demand in the UK fell by 1.9% during the peak of the pandemic (Office for National Statistics, 2021). This shows the strength of the automobile sector as the downfall was far less compared to the other industrial sector. It is required to note that while the sales in automobiles fell lowly, there has been an immense rise in the online sales of automobile products. In 2020, demand dropped by about 30% year-on-year to about 920,000 units. The UK exports 8 out of 10 vehicles assembled in plants (Statista, 2021). This has been a completely global phenomenon as well. One very important aspect to discuss here is that the automobile sector is very competitive. The decision of one organisation will impact the decision of others.
[image: ]
Figure 3: Demand of car builders in the UK
(Source: Statista, 2021)
There has been an immense rise in the global automobile sector. Franchising has helped many organisations in ensuring that they can reach the international borders efficiently.  As per the latest reports it has been predicted that there will be global growth of 2.9% minimum (World Economic Outlook, 2021). The pandemic has inflicted extreme wounds on the economy of the international economy, it has to be noted that the unfortunate uncertainty has cost immense human value. The collected information shows a 16% fall of 2020 production, to fewer than 78 million cars, which is equal to sales levels of 2010 (OICA, 2021). 
The latest trends in the market have been very much defined during the pandemic. Online sales and analytics have made immense growth during the pandemic. As more and more people had to spend time inside their house, people had to order a lot from online means. It has to be ensured that these automobile has been able to expand their business a lot in the past few years with the help of franchise systems. Another important statistic to note is that Europe has a greater number of organisations in the top 250 statistics (Deloitte, 2021). The fast-moving consumer remains one of the major products in the international product and forms the most important sector of the automobile industry.


[bookmark: _Toc92713808]Conclusion and Recommendations 

After the identification of the potential aspects of the automobile industry, it is important to identify certain definite perspectives. It is to be noted that, the Covid-19 business landscape is characteristically influenced by fierce competition and found to initiate suitable solutions for business development. based on this understanding, it can be concluded that the automobile sector has been affected by the coronavirus pandemic as they are compelled to make paradigm shifts in their business model. However, there are certain definite ways with which, the automobile sector will be able to acquire a steady growth in its economic holding. It is important to ensure the companies of the automobile sector can acquire schemes of liquidity assistance. The sector further needs to deal with the supply strategy of labours due to Covid-19 and find alternatives to carry out smooth functioning of demand-supply effectively.
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