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Abstract
This work is trying to make an evaluation identifying the forces shaping the global business environment in an industry which doesn’t have borders, auto vehicles manufacturing. The business models are Porter’s Diamond and Porter Five Forces Model, as well as macro environment evaluation of the industry with manufacturing cases about how the pandemic caused by Covid 19 affected the industry and how they have responded by taking the proper decisions and elaborating the successful strategy to fight with its effects.












Introduction
A new year just arrived, but we still feel the problems caused by Covid 19 for precedented year and not to mention the year before that. We step up with more trust that this will be the year when the pandemic will really finish but even so, the consequences will still affect us for a while. Although, the problems caused for people in general and for businesses in particular were without precedent we’ll try to concentrate on solutions for the restart of those businesses most affected and will try to focus our study on an industry which now can be said that doesn’t have borders, the automobile manufacturing industry.
Strategy
As the book authors of ,Exploring strategy’ opine: Strategy is a crucial subject because can trigger development, success or failure of organisations no matter the size or type. The answer for questions like: how the organisations will grow, how they innovate and how they change will be brought by strategy.
International strategies
Drivers of internationalisation:
· market drivers-similar customer needs, global customers, transferable marketing
· government drivers-trade policies, technical standards, host government policies
· competitive drivers-interdependence between countries, competitor’s global strategies
· cost drivers- scale economies, country specific differences, favourable logistics
Sources of advantages: Geographical- When a company enter to overseas market typically will start with disadvantages related with local competitors having in this case superior knowledges about local market. A foreign entrant will have to compensate with significant firm-specific competitive advantages, to overcome the advantages of the local competitors.
Porter diamond suggests that: ‘’Locational advantages may stem from local factors conditions, local demand conditions; local related and supporting industries; and from local firm strategy structure and rivalry’’. ( P. Regner, G. Johnson,and K. Scholes, 2019)
Fig. 1
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Factor conditions: they are factors of production of a product or service. At a national level, factor condition means the advantages of national companies in international markets.
Home demand conditions: The type of domestic customers can be a source of competitive advantage. By dealing at home with sophisticated customers can train the company to be effective in any other place in the world.
Related and supported industries: local ’clusters’ can be a source of competitive advantage. Often these are regionally based making the personal interaction easier. 
Firm strategy, industry structure and rivalry: Industry structure, rivalry and the strategy can also be bases of advantages. For example, German companies had an advantage because they’ve invested in technical excellence bring them a characteristic advantage in engineering industries.
International value system
 Reasons why organisations engage in international trade:
· Locational advantages can be identified in cost advantages, which include transportation, communication, taxation, labour costs
· Local capabilities: Internationalisation is not about only the existing capabilities in national markets but also developing capabilities elsewhere in the world.
· National market characteristics can help companies in developing differentiated products to fit for different segment of the market.
Porter’s Five Forces Model
Fig. 2
Threat of new entrants
In automotive industry not many new players are capable for new entries due to the high capital investment requirement necessary for manufacturing and network of distribution. Offering competitive prices is difficult for a new entrant in the market due to the competition with the existing competitors.
The strong reputation takes many years for a new entrant to be build in order to be competitive in the market. These factors will triggered the threat to be low for new entrants. Therefore, is not significant threat for the existing player on the market of this industry as even entries from the Chinese manufacturers will take significant time.
Competition from substitutes
On the other hand, this cain of competition does exist. For example, the increasing of the price for fuel, also the taxes used to reduce the pollution and congestion in the big cities, is pushing many drivers to use public transport instead of own car, offered by railways, underground or local busses. However once with the new fuel-efficient engines, hybrid or electric cars this threat can be considered as moderate. (Department for Transport GOV.UK, 2021)
Bargaining Power of suppliers
This is firstly related with the number of potential suppliers in this industry, however switching the supplier can bring specifical costs as compatibility of some parts made of other manufacturers can be more expensive, and can affect the quality. An example is the disruption of the semiconductors supplying from China during the pandemic, which affected many auto vehicles manufacturers. The costs of some parts, raw materials and services can affect the production costs. When the manufacturer will rely on one supplier, a monopolistic situation can be created, in which case the supplier has to be kept satisfied, as exploring offers from other suppliers could bring higher costs so in conclusion the power of supplier has an average impact.   
Bargaining Power of Buyers
Buyers Power is about the possibility of possible customers to negotiate a price which can have direct impact on the supplier profit. As the offer is huge the buyer can find a better one elsewhere, this advantage giving him the option of negotiating the selling price. In the other hand another part of equation will be the dealers which will require best deals balancing the offers in behalf of the customers as if will not get them the switching costs from an auto-maker to another one, are low. The overall effect result in a high buyer power.
Rivalry among competitors
The rise in industry starting from 1970’s, 80’s the competition and rivalry became very intense and gradually increased over the time. To attract customers to purchase the vehicles, the companies are providing advantages related with new technologies, fast charging, fuel efficiency, durability in operation, charging network for the electric vehicles, guaranty and service for a couple of years, etc. The designs are innovative, being in trend with newly available technologies, best strategies will identify the opportunities that fit with the cultures of possible customers from new global areas markets.
Macro-environment analysis 
The macro-environment consists of broad environmental factors that impact to a greater or lesser extent many organisations, industries and sectors. (Richard Whittington, 2019)
As example factors such as Internet, climate change, economic growth, aging population or a pandemic like the one produced by Covid-19, go far beyond one industry with impact for a vast range of activities. The macro environment changes often be too complex, unpredictable for managers to be taken in consideration. This resulting in changes which are too late to be avoid or to use the opportunities which they can bring.
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According to National Statistics about new cars registered in UK last year there is an increase for the alternative fuel cars despite the overall decline in new cars registration. (gov.uk, 2021)
The impact of Covid-19 and transmission of the virus affected the trends of selling vehicles. National measures implemented at different time meant that vehicles dealerships and showrooms were not permitted to open.
The new registrations in UK every month during the first quarter of 2021 was with at least 25% lower than the month equivalent in 2019, and overall, the quarter was down by 34% compared to 2019 Q1. (Department for Transport GOV.UK, 2021)
Over 920,000 cars build in the UK in 2020 went down 29,1%, and the top export destinations for these cars were EU-53,5%, USA-17,7%, China-7,6%, Japan-3,5%, Turkey-2,6%, Australia-2,1%.
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Fig.3 (SMMT, 2021)
Study of cases
But how the main automobile constructors manage to pass the pandemic?
Toyota Motor Corporation
Toyota priority during the pandemic was to assure the safety and security of the customers and employees.
· Strong collaboration with the NHS system in the UK
· Donations of the protective equipment
· Donations for charitable funds
· Providing vehicles and free roadside assistance for the key workers.
· Technical advice in production of essential goods
Toyota cut the worldwide vehicle production with 40% in September last year due to global microchip shortage. The Toyota rivals including General Motors, Nissan, Ford, Daimler, BMW and Renault already scaled back production do to the missing of those chips as new cars often including microchips on its production. Toyota manage to avoid the disruption by September last year due to larger stocks. (BBC News, 2021)
Volkswagen AG
Volkswagen Group’s business was substantially impacted by pandemic. In 2020 first three months the group sales revenue went down with 8,3% to 55.1 billion euros. The data provide by Volkswagen Group show that for the same period Volkswagen Passengers Cars brand had a decline in sales of 16%. Audi brand sales fell to 268000 vehicles globally in the reporting period. Skoda brand reported with 13,7 fewer sales compared with previous year, Porche-1,3 fewer, Seat-20,6 % lower than previous year. (Volskwagen Group News, 2020)
However, product cost optimisation had a positive impact. Today their showrooms are fully open, with an appointment but there are many ways to explore the products online. (Volkswagen UK, 2021)
Daimler AG
Mercedes-Benz World is helping to interrupt the chain of infection and stop the spread of pandemic.
Steps taken to best protect the customers: 
· Carry out Covid-19 risk assessment
· Guidance of procedures of handwashing and cleaning
· Reasonable steps helping people to work from home
· Reasonable steps to maintain 2m distance at workplace. (Mercedes-Benz, 2021)
Daimler AG had to cut the working hours for 18500 employees, due to the shortage in semiconductors chips which affected global car production. General Motor Co, Volkswagen AG, Ford Motor Co production have also been affected. (By Reuters and Ilona Wissenbach, 2021)
Ford Motor Co
During the pandemic Ford Motor collaborated with 3M and GE Healthcare to make medical equipment. The company directed efforts in donating funds to community organisations helping in the fight against Covid 19.
Ford delayed initial return to work plans until March this year due to Omicron variant.
Due to the production interruption Ford due to the chip’s shortage, the company reported 75 fallen in sales for 2021. The Detroit automaker sold 1,905,955 vehicles in 2021, ending up behind new U.S. leader Toyota Motor Corp. and rival General Motors Co, Ford had sold 2,044,744 vehicles a year earlier. (Reuters, 2022)
Tesla
Tesla’s strategy is to succeed in the high end of the market, where customers will pay for  premium sports car without compromise.
Tesla, led by the billionaire entrepreneur Elon Musk had steady sales in 2020 in time that other companies were hit by pandemic effects.
In Q3, 2021 Tesla produced a number of 238.000 vehicles and delivered over 240000.
Fig.3
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Conclusion: 
From the above work can be concluded that the pandemic hardly affected the auto vehicles manufacturing industry as with a few exceptions the companies registered significative disruptions in sales and production. The shortage in microchips production triggered also by the pandemic affected auto vehicle production of the majority manufacturers. The measures taken for avoiding the spread of the virus pushed employers to find solutions, many employees started to working from home, the lock down left the dealers without customers and many operations moved online in response.
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