LCCB4005 The Global Business Environment
Assessment 2 – Environmental Analysis of Automobile Industry


10

Table of Contents
Introduction	4
PESTLE Analysis; How COVID-19 Affect Automobile Industry	5
Political Impacts on Automobile Industry	5
Governmental Scrutiny	5
Import Export Ratio	5
Economic Impacts on Automobile Industry	5
Poor Marketing Performance	5
Rise in Unemployment	6
Decrease in Income Level	6
Sociocultural Impacts on Automobile Industry	6
Fashion Statement	6
Culture and Other Factors	7
Technological Impacts on Automobile Industry	7
Legal Impacts on Automobile Industry:	7
Laws regarding decreasing the number of vehicles	7
Environmental Impacts on Automobile Industry	8
Emphasis on environmental friendly automobiles	8
Major Roadmaps for overcoming the existing problem associated with the automobile industry	9
Robust Innovation	9
Initiating Online Delivery system	9
Governmental support	9
Strategies regarding supply chain management	10
Conclusion	11
References	12

[bookmark: _Toc90217764][bookmark: _Toc90304368]Introduction
The COVID-19 pandemic has affected many countries in many ways and its ultimate economic impacts are resulting in businesses to face pushing many nations into an economic breakdown (Leggett, 2020). During this pandemic, lockdowns are given in the UK and other countries of the world; all the productive functions got hampered. Because of the disruptions in many supply chains that occurred during the COVID-19 situation, especially during the beginning of the crisis (March-April 2020) and especially in the sector of internationalised and complex value chain systems. The automobile industry which is one of the largest sectors in the UK is facing a challenging phase due to this pandemic. Almost 8.5% of a manufacturing job is connected with the automobile industry and a major portion of these people lost their job and UK GDP falls 9 per cent in 2020 (Harbour, 2020). This report will thoroughly cover the overall impact of COVID-19 on the automobile industries of the UK and some roadmaps through which this unwanted situation can be handled properly.


[bookmark: _Toc90217765][bookmark: _Toc90304369]PESTLE Analysis; How COVID-19 Affect Automobile Industry 
There are a lot of environmental verticals that determines the way in which a company operates so the exploration of the environment is crucial to understand business problems and how to overcome them. To identify the impact of COVID-19 on automobile industries PESTLE analysis is a very helpful tool. PESTLE analysis includes political, economic, sociocultural, technological, legal and environmental factors (Wetherly and Otter, 2014). Using these tools the overall impact of COVID-19 on the automobile industry is described below-
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During the COVID-19 pandemic car purchasing incentives which include tax incentives and other purchase subsidies from the side of the Government have been substantially higher than ever before. From Year-to-year the number of new cars sales in the UK decreased by 46 per cent till March 2020. So this denotes an obviously poor growth and performance and this rate was raised by 97 per cent till April 2020 (Brown and Flickschild, 2021). So due to the increase in tax and other subsidies, the number of cars purchased in the UK got decreased. 
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Import and export ratios also fall a great impact on the automobile industry. The automobile industry sector of any country is also largely dependent on the government’s decisions and strategies on export and import. It is seen that if a company can import high-quality materials at a comparatively lower rate, then it can have a good profit margin. However, due to COVID-19, the automobile industry of the UK fails to export more and faces a great loss due to poor profit margin (Harris et al., 2020). 
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In comparison to the world economy, the UK economy which is mainly dependent on the automobile industry has experienced a significant hit in 2020 and is seen to have a very slow recovery till 2021. The COVID-19 crisis causes short term marketing problems like shortage in terms of supply and other materials (Baldwin and Tomiura, 2020). Besides due to the increase in the price of automobile parts, the overall cost of the cars is seen to increase accordingly. It can be a major reason for the decrease in demand for automobiles and also for the reason of slowing down of automobile industry in the UK. 
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Another concern for the UK based industry sector due to COVID- 19 is the rise in the unemployment rate significantly. The unemployment rate is seen to increase sharply in 2020 by reaching 7.8% and 8.7% respectively during the months of July September 2020 (Leggett, 2020). However, according to the research data on the evolution of labour market slack, we can see that the overall impact of the pandemic has been much more severe than found out by the traditional indicators of situations (Harbour, 2021). 
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In the case of the economic impacts of COVID-19 the overall purchasing power of the consumers of the UK is expected to reduce, we can see other trends. In the recent survey  of McKinsey on the Global COVID-19 automobile industry, almost 27 per cent of customers of the UK have reported that they have a plan to spend fewer amounts for purchasing  their next car or other automobiles in the upcoming future (Bladwin, 2020). So the decrease in income level of consumers due to COVID-19 is another main reason for the decrease in demand level for the automobile in the UK.
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Nowadays cars are not only regarded as vehicles but also as a fashion statement. Hence, the companies which are producing automobiles need to consider the choice of people who are going to use them while designing the new cars. Otherwise, it will not fulfil the fashion requirements and may not get a good sale at the market. Due to COVID-19, new car production was quite impossible due to supply shortages and manpower shortages (Harbour, 2021). Besides, there were some restrictions on people’s random outings. As a result, the COVID-19 pandemic caused a great loss in the automobile industry. During this time people are mostly seen to e more conscious about their safety than the issue of fashion.
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The culture and tendency which is followed by different countries and communities also have a significant  impact on the automobile industry of any country. For example, countries with a less number of cars are seen to use public bus services. The developed countries like the UK where people are less oriented to busses and to possess one or more cars (Ngo. et, 2016)). During the COVID-19 pandemic, people of the UK had to follow some rules regarding physical distancing. So during this time, people of UK are seen to use cars than public buses. About 51% of global respondents still state that they intend to travel is less than before the COVID-19 pandemic. So as there are a great number of cars in UK people are more likely to use personal cars than using buses in the COVID-19 pandemic situation especially.
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Innovation
The automobile industry of the UK is hugely dependent on innovative technology to ensure the safety of the people and also for ensuring the safety of the environment through providing environmental-friendly engines and other parts. So this demand put an emphasis on companies that are producing automobiles to make their technologies updated in order to make their cars as safe as possible (Brown and Flickenschild, 2021)). During this COVID-19 pandemic situation, people are seen to be more cautious regarding health and safety issues and environmental issues also. However COVID-19 pandemic also restricted companies from taking innovative measures due to the uncertainties and environmental instabilities. There is also the problem regarding having employees at the workplace regularly as lockdowns are given throughout the country.
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Many countries like the UK have strong laws for decreasing the vehicles which are running on the street and this might help them to decrease the level of air pollution. Both people and businessmen can understand the value of protecting the environment during this COVID-19 pandemic and as a result, the sales rate of cars decreased gradually (Watherly and Ottter, 2014)). The law-making authorities are seen to make different variations and new laws during the COVID-19 pandemic and industries are instructed to abide by these rules. Every company must abide by the regulations of the tax laws and environmental laws in case of operating in the global or international market. In case of failure, the company may be banned from operating in the country and also internationally. And during COVID-19 these laws become another obstacles for the industry to better perform their production activities.
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The concern for the increasing amount of emissions from vehicles is a matter of concern for all kinds of people and this concerning level got increased during the COVID-19 pandemic. Like the other countries of the world, the UK Government now day encouraging the automobile companies to invent and use their modern technologies to produce battery-driven or electric cars, that will reduce the number of emissions of different harmful gases from the vehicles. As the cost of producing this electric car is high, the overall cost for producing cars got increased (Watherly and Ottter, 2014). Besides, during this pandemic of COVID-19, the governments of many countries are seen to initiate different environmental-friendly policies in order to decrease the pollution level and the automobile manufacturer needs to abide by the rules. These regulations significantly lower the profit margin for automobile manufacturing companies in the UK. As the increasing amount of cars are mainly responsible for greenhouse gas emissions so that there may be some new regulations regarding car sell. The companies should however abide by the given laws properly.

[bookmark: _Toc90217781][bookmark: _Toc90304385]Major Roadmaps for overcoming the existing problem associated with the automobile industry
During the COVID-19 situation, the automobile industries are seen to have very lower productivity and less growth in their profit margin. However, nowadays many countries are already coping with the issue very rapidly. So it is high time the Government as well as the industry managers should take some innovative as well as competitive strategies to bring the previous growth in the automobile sector (Amason, 2017). The following steps can be used as the main guidelines for overcoming the current situation.
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Innovation is the most fruitful strategy for both attracting new customers and retaining the existing ones also. At present, the Government of the UK is encouraging the automobile sector to use electronic batteries and to produce automated vehicles also. These vehicles are environmentally friendly and very much safe also. In a survey, it is proved that due to fewer vehicles running on the road the environment is becoming fresher (Harbbour, 2020). So it is high time to take precautionary actions to protect the environment by taking innovative actions and producing environmental-friendly vehicles. As cars are a medium of fashion so that the industries should put more concentration on the fashion part.
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During COVID-19 situation psychical distancing got priority and as a result buyers, many times avoid buying cars due to physical appearance. So here is a great message for the industry owners to use the online delivery system. Many consumers prefer contract-free buying and they do not want any middleman in this regard (Bladwin, 2020). So it is time to convert the overall system through online. By doing so it will be possible to inform the customers about the new products directly and sell the automobiles without any service fees of contract, as well as the impact of new-model launches will broader industry trends in the global market also.
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The Government of the UK is offering different lucrative funds for emergency programs and industries to overcome the current situation of the COVID-19 pandemic. In the United Kingdom, this funding will finish first. So the automobile industry should take the fund and use them to boost their business. Besides the Government should also minimise the tax and other subsidies to promote the automobile industry because without the proper support of the Government it is not possible for the industry alone to bring the previous growth back again.
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During the COVID-19 pandemic, the automobile industry in the UK faces a major problem of supply shortages and their production got hampered largely (Golicic, 2012). So the industry should take some precautionary measures for ensuring a proper supply of materials like taking alternative supply channels and maintaining good communication with the suppliers. Without quality materials, good products production is quite impossible so more precautionary strategies must be taken to ensure the alternative source of materials.
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In fine it can be concluded that the overall impact of COVID-19 on the automobile industry of the UK is notable and mostly negative.  All the political, economic, sociocultural, technological, legal and environmental factors are liable for the breakdown of previous positive outcomes and growths. However, the Government of the UK is seen to be very much cautious regarding taking timely and proper actions and the automobile sector is now a day trying to re-achieve its growth rate again. Besides the automobile industrialists are also seen to take innovation and proactive measures regarding any further attack. They should robust their innovation technologies, convert the business into an online basis and finally fully utilize the funds that are given by the Government.  Both Government and industry managers should work together to handle and better manage the COVID-19 pandemic. It is hoped that soon the automobile industry of the UK will get back their previous growth.



[bookmark: _Toc90217787][bookmark: _Toc90304391]References
[bookmark: _Hlk90217298]Amason, A., (2017). Strategic Management. 15th ed. New York: Routledge.
Baldwin, R. and Tomiura, E., (2020). Thinking ahead about the trade impact of COVID-19. Economics in the Time of COVID-19, 59.
BROWN, D. and FLICKENSCHILD, M., (2021). The Future of the EU Automotive Sector. [pdf] Policy Department for Economic. Available at: <https://www.europarl.europa.eu/RegData/etudes/STUD/2021/695457/IPOL_STU(2021)695457_EN.pdf> [Accessed 12 December 2021].
Harbour, L., (2020). The Coronavirus’ Impact On The Global Automotive Supply Chain. [online] Forbes. Available at: <https://www.forbes.com/sites/laurieharbour1/2020/03/13/the-coronavirus-impact-on-the-global-automotive-supply-chain/> [Accessed 12 December 2021].
Harris, J.L., Sunley, P., Evenhuis, E., Martin, R., Pike, A. and Harris, R., (2020). The Covid-19 crisis and manufacturing: How should national and local industrial strategies respond?. Local Economy, 35(4), pp.403-415.
Leggett, T., 2020. Coronavirus: How can the car industry hope to recover?. [online] BBC News. Available at: <https://www.bbc.com/news/business-52645642> [Accessed 12 December 2021].
Linton, T. and Vakil, B., (2019). It’s Up To Manufacturers to Keep Their Suppliers Afloat. [online] Harvard Business Review. Available at: <https://hbr.org/2020/04/its-up-to-manufacturers-to-keep-their-suppliers-afloat> [Accessed 12 December 2021].
Ngo, H.V., Kumar, V., Kumari, A., Garza-Reyes, J.A. and Akkaranggoon, S., (2016). The Role of Supply Chain Integration in achieving competitive advantage: A study of UK Automobile Manufacturers.
Pearce, J. and Robinson, R., (2013). Strategic Management. 13th ed. Richard D. Irwin, Inc.
Rothaermel, F., (2017) Strategic Management. 3rd ed. McGraw-Hill Publishing.
Wetherly, P. and Otter, D., (2014). The business environment: themes and issues in a globalizing world. Oxford University Press.
