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In this assignment, the effect of the pandemic on the business and revenue of the automobile industry will be discussed. This will analyse the automobile industry’s business sustainability and growth potential through a PESTEL analysis of the global market. This assignment will also include a Porter’s Five Point analysis of a competitor in the automotive industry. For the sake of this assignment, the company analysed will be Aston Martin. Aston Martin is an exclusive luxury sports car brand with a unique heritage founded in 1913 by Lionel Martin and Robert Bamford. Aston Martin has been independent since 2007 and today is owned by several investment houses including Invest Industrial, Investment Dar, and Adeem Investment (Aston Martin, 2022). It is headquartered at Banbury Road, Gaydon, Warwick, CV35 0DB (Vat- Lookup, 2022). The company generates annual revenue of 1.5 billion US dollars and employs more than 2300 people.
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· PESTEL analysis of the United Kingdom
Political Factors- According to the latest survey conducted in 2020, the political stability index of the United Kingdom was 0.47 (The Global Economy, 2022). This indicates that the United Kingdom provides a stable political environment for the economic growth of Aston Martin without the threat of frequently changing government policies. The corruption index in the UK was calculated as 77.0 in the survey conducted in December 2022 (Trading Economics, 2022). This puts the United Kingdoms in the category of countries with an average corruption index. As such Aston Martin can continue its growth in the UK car manufacturing market without the added economic pressure of giving out bribes. The rate of corporate tax in the United Kingdom is 19% this fiscal year and is set to be increased by 24% in 2023 for all companies that show profits above 50000 pounds (PWC, 2022). When compared with the European average of 29.37%, the tax rate of the United Kingdom is on the lower side.
Economic Factors- GDP growth rate of the United Kingdom in the year 2020 due to the first wave of the pandemic declined by – 9.396% which paints quite a dismal picture of the country’s economic situation (THE WORLD BANK, 2022). The British economy was hit hard by the sudden pandemic-induced lockdown and loss of manpower in important industries. As such non-essential industries like the car manufacturer, Aston Martin were implicated in the economic fall down. But, the GDP growth rate projection till 2026 indicates that the market will bounce back as GDP will rise by 6.76% in 2021, 5.01 % in 2022, and then plateau at a stable 1.5 % rise till 2026 (Statista, 2022). The inflation rate in the UK was analysed at 2.62% in 2022 which meets the European Central bank’s target of keeping the inflation rate between 2 and 3 (Statista, 2022). Hence, Aston Martin’s procurement of raw materials and other resources will not be affected much. Interest rates in the UK have risen by 0.25 %, from the previous year’s 0.5% to 0.75 per cent this year (country economy, 2022). As such the company’s ability to take loans and investments will take a blow in this fiscal year.
Social Factors- United Kingdom’s population growth rate is 0.565 according to the last survey held in 2020. This makes it difficult for companies to increase their manpower and customer base (THE WORLD BANK, 2022). Per capita income in the UK is in the fiscal year 2020 was $ 41059 which is a 4.89% decline from the previous year. Obviously, the pandemic has adversely affected the livelihood of the people in the UK (Macrotrends, 2022). This has caused a dent in the consumer’s overall spending ability and subsequently lowered car sales. The literacy rate in the UK is about 99%. This indicates the high education level of the people of the United Kingdom, which provides Aston Martin with an expansive pool of people to pick from. 
Technical Factors- The budget allocated for Research and Development by the government of the United Kingdom in 2019 was 38.5 British Pound and which is equivalent to 1.74% of its total GDP. The R& D expenditure has risen over time, from 20.4 billion Pounds in 1986 to 2019’s 38.5 Billion British Pounds. The UK government has proposed a target of 2.4% of the GDP to be dedicated to R& D by the year 2027 (Research Briefings, 2021). This shows that the UK government supports innovation and growth which puts Aston Martin in a position to benefit from the usage of advanced machinery and technology, which is a major megatrend. The percentage of internet users has increased from 91 in 2019 to 94 % in 2020 which is a 3 per cent increase. This provides Aston martin to promote and engage with almost the entire population of the UK (THE WORLD BANK, 2022).
Environmental Factors- There are a plethora of environmental laws and acts that have been introduced in the UK over the years. The environmental laws in the UK can be widely classified into four broad spectrums, namely, Wildlife, Pollution, Conservation, and Climate change (megatrend) Environmental Laws. Under the Pollution Environmental laws falls the Control of Pollution Act 1974and the Environmental Protection Act. Wildlife Environmental laws include the Wildlife and Countryside Act, Weeds Act 1959, Badgers Act, and Hunting Act 2004. Conservation environmental laws include the Planning (Listed Buildings and Conservation Areas) Act 1990, National Parks and Access to the Countryside Act 1949, Ancient Monuments and Archaeological Areas Act 1979, and the Countryside and Rights of Way Act in 2000. Climate Change Act 2008, Planning and Energy Act 2008, Energy Act 2020 fall under the category of Climate Change Environmental Laws (Field, 2022). For unobstructed operations in the UK, Aston Martin and its employees have to strictly abide by these laws. In England and Wales, the Environment Agency (EA) and the Natural Resources Wales (NRW) are the primary enforcers of environmental law. The Scottish Environmental Protection Agency (SEPA) is the principal environmental regulator in Scotland and the Northern Ireland Environment Agency (NIEA) in North Ireland (Lexology, 2022).
Labour Laws- There are more than 4 million companies doing business in the United Kingdom. The employment and labour laws seek to create a proper office environment and protect both the employer and the employees. Labour laws inform and provide employees with knowledge about their right to equal pay, maternity and paternity leaves, protection against discrimination in the workplace, the right to minimum sustainable wages, and so on.  UK’s employment law includes the Employment Relations Act 1999, Employment rights Act 1996, Maternity and Paternity Leave regulations act 1999, National Minimum Wage Act 1998, Part-Time Workers regulation Act 2000, Protection of Employment Regulations Act 2006,  Health and Safety at Work Act 1974, and many others (Citation, 2022). In the UK, the different entities responsible for enforcing these laws are the Employment Agency Standards Inspectorate, the Gangmasters Licensing Authority, and HM Revenue and Customs (ILO, 2022). Aston Martin is required to inform and follow all these labour laws to keep off the regulatory bodies.
· Porter’s Five Force Analysis of Aston Martin
Bargaining power of customers- Aston Martin is known for manufacturing cars that deliver high performance and luxury all packaged into one. It specializes in the manufacture of luxury sports cars and grand tourers (Aston Martin Lagonda, 2022). Aston Martin has built a nice repertoire and an enormous amount of fan-following due to its involvement with the Bond franchise. Aston Martin mainly targets the younger demographic with affluent backgrounds which is a major megatrend. Its primary customer base is the emerging generation of entrepreneurs and wealthy individuals. But on the other hand, there are a lot of other UK-based and international car manufacturers who make similar high-performance mid-range luxury cars at the same price range. Thus the bargaining power of customers is moderate.
Bargaining power of suppliers- In 2017, Aston martin was sourcing just 27% of its supply of raw materials and parts from the countries under the EU. But with the looming threat of Brexit, the company started to shift its supply source close to home. Now the company has given a sizeable source of supply contracts to its local suppliers. This has provided the company with some respite from the inevitable lowering of supply sources in case of a hard exit. Still, there's a limit to this localization strategy as the company relies on the supply of engines and gearboxes from Daimler and Ford in Germany. Aston Martin’s reliance on Daimler and Ford means that are vulnerable to the risk that they become unable or unwilling to supply engines and parts (Aston Martin Lagonda, 2018). This recent pandemic has exposed this exact flaw by causing financial and transportation difficulties, labour disruption, and supply bottlenecks. As such the bargaining power of suppliers is high.
The threat of new entrants- Aston Martin is an established car manufacturing brand. It has carved out a niche for itself in the segment of luxury sports cars and grand tourers. Aston Martin, by its involvement with the Bond franchise, has made itself synonymous with the titular fictional character globally. In 2018, Aston Martin was revealed as the world’s fastest-growing automotive brand by Brand Finance.  Its brand value shot up by 268% to $ 3.6 billion leaping from #77 in the overall ranking to #24. Although the pandemic and the resulting economic fallout halted Aston Martin’s momentum the company has since made significant progress and increased its wholesales by 82% after its resumption. It has since shown a 12 % growth in annual revenue from the $ 981 million generated pre- pandemic in 2019 (CITY A.M., 2022). All of this was made possible by the brands' commitment to its vision of building quality-driven custom-made premium cars. As such it is quite improbable for new entrants into the automobile market to threaten the business of Aston martin. So, the threat of new entrants to the company’s business is low.
The threat of substitute products- Aston Martin is a player in the luxury sports car segment. This segment offers a mix of high-performance and luxury products and has created a separate target market. The companies producing economic low-cost cars do not possess any threat to the luxury segment. The global luxury cars market was valued at around 440 million US dollars in 2021 and is projected to grow to around 600 million USD in 2027. The pandemic had a profound effect on the luxury car market in the short term as sales and production witnessed a decline in 2020. Moreover, it affected the spending power of individuals. After the lifting of restrictions the market has started to gain momentum again. But the growing trend of electric cars fuelled by increased attention to pollution and global warming has created a substitution threat for the luxury cars segment (Mordor Intelligence, 2022). Companies must expand into the electric-powered cars segment to stay relevant in the market. Therefore the threat of substitute products is moderate.
The threat of competitors- Aston Martin’s main competitors are Bentley Motors, Lotus cars, Maserati USA, Jaguar, Mercedes- Benz, Ferrari, and Porsche along with some others. In fact, in recent years these companies have started to overtake Aston Martin in terms of sales and revenue generated. For instance, BMW group has generated annual revenue of 140.1 billion USD, Mercedes- Benz 121 billion USD, Audi around 71.2 billion USD, Porsche 35.3 billion USD, and many others have outstripped Aston Martin by quite a margin (Owler, 2022). As such Aston Martin faces a high threat from competitors.
[bookmark: _Toc99553232]Conclusion
In the above assignment the effect of the pandemic on Aston Martin’s business environment through a comprehensive study using different analytical business models like the PESTEL and Porter’s Five Force analysis. From the above discussions, the conclusion that can be derived is that the pandemic has severely affected the business of Aston Martin. It has caused significant changes in the market dynamics, customer spending abilities, hampering raw materials supply. Aston martin’s revenue hit record lows and their sales also were. The pandemic caused the United Kingdom’s GDP to decline alarmingly and resulted in high inflation rates. All factors have led to a low cost-to-profits ratio for Aston Martin’s operations. Also using Porter’s five forces, the assessment of threats from competitors, substitute products, and new entrants is high, moderate, and low respectively. The bargaining power of customers and suppliers is moderate and high respectively.
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