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The automotive industry is involved with designing, manufacturing, developing, marketing and selling vehicles. The Covid-19 pandemic has a swift and very negative impact on the automotive sector. This report aims at analysing the impact of the pandemic on the automotive industry of the UK. It will evaluate the external factors of the business environment through PESTEL analysis. To assess the current situation it will use SWOT, Porter’s Diamond, value chain and five forces model. It will also develop several survival and success factors for the automobile industry after analysing the current situation. 

[bookmark: _Toc102683012]External Factors in Business Environment
The automotive industry has been existing for over 150 years but in recent few years there have been massive environmental ramifications. Political, economic, social, technological, environmental and legal factors are affecting the automotive industry. However, these factors and their effects on the industry is evaluated in below:
Political Factors
The government of the UK has great concern for the safety and security of its citizens. As a result, it has enforced strict safety regulations which are too obliged by the automotive industry. Beside this the government as well as the public have taken great interest in the ecological impacts of motor vehicles (Tsangas et al., 2019). Therefore, the government put restrictions on fuel consumption and carbon emission. The Brexit issue has also caused challenges to the automotive industry by increasing tax rates, interest rates and restrictions in exports and imports. 
Economic Factors
The demand for automobiles in the UK is continuously increasing due to GDP growth rate and per capita income. The increase in GDP per capita income denotes that people have more money to spend on luxury items like automobiles. Although the industry has seen a decline in market share in 2020 due to covid-19 pandemic, the market grows by 11.5% in 2021 (Statista. 2021). This demonstrates a positive growth for the automotive industry. 
Social Factors
In the sociocultural perspective, the popularity of driving vehicles is growing all over the world. In fact, owning personal cars has become a norm in European countries as well as the Asian countries (Veledar, 2019). In recent years there has been a great demand for electric vehicles and sports vehicles among the citizens of the UK. 
Technological Factors
The automotive industry is highly influenced by technological advancements. Automobile manufacturers are currently developing self-driving cars featuring autonomous systems such as autonomous emergency braking systems. They are also implementing artificial intelligence, electrifications, big data analytics, human machine interference and more. The manufacturers are investing $130 billion in R&D every year. 
Environmental Factors
Over the last few years, the carbon emission issue has been a great concern for the automotive industry as automobiles are the major producers of environmental pollutants. Many developed countries are planning to ban motor vehicles and switch towards electric vehicles. 
Legal Factors
The issue of copyrights and intellectual property have been affecting the automotive industry. The industry is subject to a series of laws, rules, regulations, and legislations that are imposed by the UK government. The manufacturers are required to follow the regulations in the ways they design, how their parts are manufactured and how they implement safety features in the automobiles (Santos et al., 2019). 
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SWOT analysis describing strengths, weaknesses, opportunities and threats of Automobile industry is given below:
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Figure: SWOT of Automotive Industry. (Source: Author Generated)
Strengths 
The foremost strength of the automobile industry is that it is a highly growing industry. In order to have more product variety the manufacturers are spending on R&D. The industry is also focusing on increasing the use of renewable sources of energy like solar, wind etc. (Lukman, Hidayat and Suhendra, 2022). Some companies are targeting developing nations as the demand for luxury commercial vehicles such as Volvo, Daimler etc. is increasing.

Weaknesses 
The factors that are resisting the industry’s growth are the rules and regulations of government policies, registration period, licensing of vehicles, entry of foreign vehicles etc. The scarcity of semiconductors affects the revenue of the automotive industry (Zhang et al., 2020). As a large number of variants are available it increases stiff competition between the companies. In the automobile industry the employee turnover is relatively higher and retaining the employees in the industry is quite challenging. 
Opportunities 
The automobile market has good opportunities by increasing the optimization of fuel-efficient cars. Using renewable sources in the industry could bring success to the automobile company. Entering new markets can be a great way to get opportunities for the automotive industry (Bakhat and Marroun, 2022). By making strategic alliances and specialised capabilities as well as partnering with other companies are good opportunities for the automotive industry. 
Threats
The fluctuations in fuel prices impact the customers directly that ultimately affects the sale of the company. The rising competition from various brands have made it difficult for the automotive companies to survive and develop. The pandemic of Covid-19 has also affected the purchasing power of the people that significantly affect the sale of automobile companies. 
[bookmark: _Toc102683015]Porter’s Diamond Model
The Porter’s Diamond Model examines the factors that deliver competitive advantage for one country over other countries. Following factors will demonstrate the competitive factors of the UK market. 
Factor Conditions
Such attributes determine the economy’s position in the factors of manufacturing such as the natural resources, labour market, infrastructure and capital that are significant for competitive advantage. The UK is blessed with natural gas, petroleum, coal gypsum, tin, silver, gold, gypsum etc. which attract the automotive industry (Sakuramoto, Di Serio and Bittar, 2019). The country is one of the major employers in the automotive industry with over 156,400 employees regarding manufacturing sectors and more than 797,300 employees across the wider sector (SMMT. 2022). 
Demand Factors
The automotive industry has become the leading industry and the UK’s most crucial economic assets reaching £82 billion in 2021 (RushLane. 2022). The industry suffered during the Covid-19 pandemic resulting in a market fall by 15% from 2019 (Vitale, 2020). However, the market has grown by 11.5% with 7.65 million sales in 2021. 
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Figure: UK Car Sales. (Source: Statista.com)
Related and Supporting Industries
The UK market is popular for the automotive industry as the suppliers and other supporting industries are greatly influential in the global market. There are more than 30 automobile manufacturers who are supported by above 2,500 component suppliers and also a large number of the world's most skilled engineers (SMMT. 2022).  

Firm Strategy, Structure and Rivalry
The UK automotive industry is highly competitive as there are giant companies like Aston Martin, Bentley, Jaguar, Land rover, McLaren and many others. The industry is significant in the UK economy, worth over £78.9 billion turnover as of 2021 (Hensley, Maurer and Padhi, 2021). Although the industry is highly competitive in terms of return on investments (RIO), it is structured in an oligopoly market.  
[bookmark: _Toc102683016]Porter’s Five Forces Analysis
The automotive industry is a large industry that is worth 2.7 trillion U.S dollar across the world (RushLane. 2022). There are many giant players who are trying to leverage competitive edge to grow their market share in the global market. Following five forces will examine the competitiveness of the industry. 
Threats of New Entrants: Moderate
The barriers of new entrants in the automotive industry are absolutely high as the companies require huge capital to set up an automobile manufacturing company. Moreover, the industry is currently at the mature stage and therefore, few legal barriers are benefiting the existing companies.  
Suppliers’’ Power: Weak
There are a large number of suppliers of raw materials in the UK. More than 2,500 component suppliers and more than 78,000 people are employed in the UK supply chain. A recent report shows that about 18 of the world's 20 biggest automotive suppliers are UK based (Hensley, Maurer and Padhi, 2021). This put in a stronger position to the manufacturers. 
Buyer’s Power: Strong
The buyers of automobiles are in a stronger position in the UK market as there are more than 30 automobile manufacturers who supply vehicles with innovative features and designs. The buyers therefore have many options which makes them in a stronger position in terms of bargaining. 


Threats of Substitutes: Strong
The industry is highly affected by substitute products with the advent of technologies. Manufacturers come up with new designs, electric vehicles, hybrid cars, driverless cars etc. which pose threats to the existing manufacturers (Chesula and Kiriinya, 2018). 
Industry Rivalry: Very Strong
The automotive industry is highly competitive as there are more than 30 car manufacturers in the UK. Moreover, there is another issue in the market that is the copyright issues which resulted in challenges in the industry.   
[bookmark: _Toc102683017]Porter’s Value Chain Analysis 
The Porter’s value chain will examine the primary and secondary activities of the automobile manufacturers in the UK. 
Primary Activities
Inbound Logistics: Major raw materials for automobile manufacturing are steel, aluminium, copper, composites, plastics, magnesium, glass, rubber, fabrics and more. There are more than 2,500 suppliers across the UK who supply raw material to the manufacturers (RushLane. 2022). 
Operations: The manufacturers perform all the activities to transform raw materials into final products in the manufacturing plants. There are approximately 350 manufacturing plants around the UK.  
Outbound Logistics: After assembling the parts the manufacturers distribute the vehicles to different parts of the world through their distribution channel. UK cars are distributed to more than 160 countries. 
Marketing and Sales: Amidst the pandemic crisis, the industry has a successive rate in its sales reaching 1.65-million-unit sales in 2021 (Hensley, Maurer and Padhi, 2021). The manufacturers market and promote their vehicles through innovative ways. 
Services: In order to create customer value, proposition the automotive manufacturers offer customer support before and after selling the product and also provide continuous platforms for the maintenance of vehicles. 
Supportive Activities 
Infrastructure: There are more than 30 automobile manufacturers and over 500 defunct car manufacturers in the UK (Hąbek and Lavios Villahoz, 2020). The industry can be considered as an example of oligopoly market structure with an imperfect competition. 
Human Resource Management: There are more than 864,300 people employed in the automotive industry (RushLane. 2022). Therefore, the industry has to manage the workforce effectively to grow in the global market. The pandemic has affected negatively on the employee behaviours resulting in uncertainties and safety concerns among the employees. 
Technology Development: The industry adopts numerous technologies such as artificial intelligence, 5G, big data, human machine interaction, automation and many other technologies to bring safety, control, comfort and lower fuel emissions. 
Procurement: The procurement aims at reducing costs of raw materials and operations throughout the process of value chain activities. The industry focuses on customer loyalty. 
[bookmark: _Toc102683018]Survival and Success Factors for Automotive Industry
The automotive industry is a large industry around the world and also its value is increasing day by day. The industry is also critically affected by contemporary business issues and natural business environmental issues. The devastating Covid-19 pandemic has been continually affecting the industry. It has affected the GDP growth rate and consumer purchasing power and consequently affected the consumption of automobiles. However, the industry can consider following survival and success factors to drive growth and sustainability. 
Innovation
Innovation by using technologies in the automotive industry can drive success. Manufacturers can innovate new ways to provide customers the best services and innovate new vehicles at lower prices (Hakim, Singgih, and Gunarta, 2021). This will allow them to cater to the customers who have low disposable income due to the pandemic. 


Performance
Customers prefer motor vehicles that perform better and also at lower costs. Therefore, the automobile manufacturers can develop new vehicles that will meet customer’s needs. 
Cost
Due to the pandemic, the purchasing power of buyers has declined significantly which has reduced the sales of automobiles all over the world. However, the world is recovering from the crisis. Therefore, the manufacturer can produce budget-friendly vehicles to cater the customers. 
Customer Relationship Management
The automotive industry is focusing on customer relationship management as customers are loyal to the brand (Hanaysha et al., 2021). The roles and responsibilities of the brand are evolving to create customer value from making profits or exacting customers. 
[bookmark: _Toc102683019]Conclusion
The automotive industry is the most dynamic industry that is affected by contemporary issues like Covid-19 pandemic and other issues. As the pandemic affected the purchasing power of the suppliers, it also affected the consumption of luxury vehicles. The manufacturers can develop customer relationships through innovation, cost effectiveness, quality and performance to secure sustainability in the global market. However, the industry has a great opportunity to grow its value in the post pandemic. 
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