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The automobile industry encompasses a wide range of manufacturers, suppliers and distributors that are involved in designing, developing, manufacturing and selling of automobiles. The industry is facing challenges due to the outbreak of the novel Coronavirus in 2020. This report will the impacts of Covid-19 on the business environment of the automobile industry to analyse the external forces it will conduct a PESTEL analysis. It will also conduct SWOT analysis and Porter’s value chain to evaluate its internal capabilities. Finally, it will develop several survival and success factors for the industry. 

[bookmark: _Toc88075056]External Forces in Business Environment
The changes in external environmental factors have significant influence over the performance and growth of the automobile industry. The manufacturing companies are required to analyse and consider the forces that shape the industry’s attractiveness. These factors can be analysed through PESTEL analysis as follow:
Political factors
The automobile industry is greatly dependent on governmental decisions in regulations, laws, taxations and policies. The government enforces strict regulations for the safety of drivers and passengers that must be followed by the manufacturers (Shaju and Subhashini, 2017). They also need to keep the carbon emission under a certain range to run their business without interruption. The Brexit referendum has put in a challenging situation for the automobile industry by imposing new regulations and taxations on exports and imports. 
Economic factors
The consumption of vehicles is increasing around the world over the last few years due to the rising disposable income. However, the worldwide lockdown, shutdown of business, travel restriction has affected the consumption of vehicles during the Covid-19 era. The most negative impact of the pandemic is the economic recession, increasing unemployment and decreasing buying power drives decreased sales of the automobile companies. 
Social factors 
There is no doubt that the popularity of driving is growing day by day. Almost every family in the developed countries have personal vehicles. According to Dhanabalan (2018), the demand for vehicles is also increasing in the developing markets like India, China and other developing countries in the world. However, the Covid-19 pandemic adversely affected the buying power of the customers. This puts a sudden decrease in the global sales of vehicles. 
Technological factors
Technology is the most crucial part of the automobile industry. The industry is highly dependent on technological advancements. The companies are using Artificial Intelligence (AI) and Machine learning to insert predictive capabilities in the vehicles. Research shows that the industry is investing more £53 billion in R & D to develop vehicle technology (Chodakowska, 2018). 
Environmental factors
The automobile industry has two impacts on the environment; carbon emission and air pollution. Carbon emissions have been considered a great issue for both the public and the government (Tumaku and Ren, 2020). The Government is surely trying to reduce the issues by enforcing regulations and laws for the vehicle manufacturers. The automobile companies should focus on the negative impacts of its production and technologies in the ecology to ensure sustainability. 
Legal factors
The Intellectual Property Rights (IPR) has been a common issue in the automobile industry. Many manufacturers have been accused of violating copyright laws. For instance, recently Chinese vehicle manufacturers are stealing the designs of branded vehicle manufacturers like Rolls Royce, Phantom, Audi etc.  
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The SWOT analysis will evaluate the internal factors the determine the competencies, opportunities and threats of the industry. 
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Figure: SWOT Analysis of Automobile Industry. (Source: Author generated)
Strengths
· Automobile industry seems like an evolving industry in the 21st century. Automobiles like cars, bikes, public transports etc. provide easy access to transport humans or products. 
· Automobile manufacturers are increasing R & D investment to drive growth by using renewable sources of energy such as E-vehicles, CNG, Shell gas etc. (Zhikang, 2017)
· Due to the rise in disposable income, the demand for automobiles is increasing in developing countries like India, China and other Asian countries.
· Car manufacturers like Mercedes, Volvo, Audi, Jaguar Land Rover are targeting developed markets due to the increased demand for luxurious cars. 
Weaknesses
· The industry has controversies regarding to recalling vehicles due to technical dis-functionality or not abiding government-imposed regulations (Shigeta and Hosseini, 2021).  
· Due to the stiff competition in the industry among the manufacturers, customers have gained bargaining power over the sellers. 
· There is high risk involved in the industry if it is not well supervised. 
Opportunities 
· Optimisation of fuel driver vehicles and low-cost energy offers great opportunities to the manufacturers. 
· Automobile companies can expand their operations through strategic alliance or acquisition. It will allow them to combine resources and capabilities to improve their performances. 
· Manufacturers can enter into developing countries in Asia and BRIC countries as the demand for vehicles is surging in such countries.
Threats
· The competition in the automobile industry is intense as there are a large number of market players. 
· The fluctuation in the fuel prices causes threats in the growth for the automobile manufacturers. 
· Economic downturn due to recession, Covid-19 pandemic has decreased the disposal income of customers (Bauer and Weber, 2021). 
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The automobile industry is a multi-billion-dollar industry in the world. As a result, it attracts the investors and the entrepreneurs to enter into this industry. The industry is highly competitive as there are a large number of players to gain competitiveness. Moreover, the Covid-19 pandemic has made it more difficult for the industry to compete due to the economic downturn. Porter’s five forces can be analysed to determine the competitiveness in the industry. 
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Figure: Porter’s Five Forces Model. (Source: research-methodology.net)
Threat of New Entrants: Low
The barriers to entry in the automobile industry are very high which makes the threat of new entrants weak. New entrants require high capital investment to set up a manufacturing plant and strong distribution network (Aithal, 2017). Consequently, very few players have been able to create ventures in the industry. Existing multinational players benefit from their economies of scale and resources that make difficulties for new entrants. Moreover, laws and regulations regarding fuel consumption pose barriers for new players. 
Bargaining Power of Suppliers: Moderate
Although there are numerous suppliers of the raw materials for the automobile manufacturers the switching costs are relatively high as it requires fair investment to establish part designs, innovation, and specification. The global automobile industry has 33% of its facilities in the EU countries which puts the industry in the UK in stronger force (Arvidsson and Melander, 2020). The manufacturers can tackle the bargaining power of suppliers by collaborating and interacting with the suppliers. 
Bargaining Power of Buyers: High
The fierce competition in the market brings low price’s vehicles in the market which puts customers in a stronger situation to make choices from the numerous options. Furthermore, vehicles are in the luxury product segment. Its profitability depends on the purchasing capabilities of the customers (Bhatia, 2016). For instance, due to Covid-19 pandemic the disposal income of global customers has declined significantly. As a result, the demand for vehicles declined which makes weaker forces for the sellers to bargain for the prices. 
Threats of Substitution: Low 
The threat of substitute products in the Automotive industry is influenced by technological advancement, innovation, availability of substitutes and acceptance of customers. The industry mainly develops substitution due to economic and environmental issues. Customers demand alternatives for the vehicles that are greener and cheaper. According to Sathasivam, Hashim and Bakar (2021), the industry emits 70% of carbon footprint which puts in a demand for substitution. Customers are ready to adopt alternatives that are eco-friendly. However, substitutes are produced by the same industry which means there is a limited threat of substitution. 
Competitor’s’ rivalry: Moderate
With the rise of giant players in the automobile industry, the competition is becoming more intense as the rivals compete on design and price dimensions. However, the competition in the industry is still moderate as competitors have differentiated their products and services (Streeck, 2018). They all are able to manage to generate significant revenues by making their vehicles unique with updated features. The intensity of the competition can be managed through strategic alliance, acquisition, merger and joint ventures among the competitors.   
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Value chain encompasses all the activities from the conception of products to final distribution. It covers the functions regarding production and sales. The Covid-19 outbreak has disrupted the flow of activities in the value chain. The automobile manufacturer performs the following activities to create value to the customers. 
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Figure: Porter’s Value Chain Analysis. (Source: business-to-you.com)
Primary activities
The primary activities directly involve the production process and marketing and selling process. The primary value chain activities of automobile industry are provided in below:
· Inbound logistics
· Inbound logistics involve collecting and retrieving raw material, components, garage logistics, transportation of materials, storage etc. There has been a massive disruption in the supply chain during the Covid pandemic era. The average automobile is composed of 39% steel and 11% aluminium (Jones, Demirkaya and Bethmann, 2019). Recently, the price of steel has increased by 6%. The rise in the raw material is alarming for the industry. 
· Operations: The operation in the automobile manufacturing process requires intensive concern to convert the raw materials into final products. The manufacturers generally have manufacturing plants in different parts of the world to produce different parts of the vehicles and then all parts are assembled to form final products (Arvidsson and Melander, 2020). Due to the restriction of transportation during the Covid era the operational activities were disrupted. 
· Outbound logistics: After the production of final products, the manufacturers distribute the vehicles through the distribution channel. Many of the manufacturers have their own showrooms and others have distribution partners to sell the products. 
· Marketing and sales: The automobile industry spend a lot on advertisement, promotion, distribution, customer management etc. These activities are the most crucial factors that drive sales growth and profitability. 
· Services: The service activities in the value chain add value to the products and the brand. The automobile manufacturers have to provide both the pre-sale and after sale services regarding maintenance of vehicles to the customers. Services ensure customer retention to the brand. 


Support activities 
The manufacturers perform many supportive activities to ensure the effectiveness in the primary activities. The supportive activities in the value chain are provided in below:
· Infrastructure: The automobile manufacturers require extensive resources like capitals, technologies, human resources and other resources to ensure the flow in the primary activities (Wang et al., 207). The industry is a billion-dollar business. 
· Human resource: The automobile industry employs a large number of employees with technical skills and knowledge. Employees are considered as the most critical resources in the manufacturing industry. That’s why HR focuses on the development of human resources. 
· Technology: Automobile industry is a major part of the technology industry. Manufacturers use collaborative vision, Artificial intelligence and predictive technology to develop vehicles that drive convenience to the rider and passengers (Zhang, 2021). 
· Procurement: Procurement management is crucial to manage the value chain activities in the industry. Manufacturers are required to manage procurement to ensure cost effectiveness as well as ensuring the flow and quality of raw materials. 
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The automobile industry is in a dynamic business environment where many contemporary issues and developments affect its operations, profitability, growth and sustainability. One of the very recent issues that have affected every industry including the automobile industry is the outbreak of Covid-19 and its adverse impact on the economy. The industry faces unprecedented challenges due to economic downturn and sudden breakdown in the supply chain (Wen et al., 2021). However, the industry may mitigate the challenges by evaluating critical success factors that will help the industry to drive sustainability. 
· Innovation
Innovation by utilising technological advancements can drive growth to the industry. The industry is focusing on minimising the negative aspects of vehicles on environment and mankind (Gopal and Thakkar, 2016). The manufacturers can minimise fuel consumption by innovating electric vehicles.  
· Distribution network
During the pandemic the manufacturers faced interruption in the supply chain (Rajamohan, Sathish and Rahman, 2020). The manufacturing companies can build strong distribution networks by determining alternative channels that will drive continuous flow in the supply chain. 
· Cost-effectiveness
As the Covid pandemic caused an economic downturn and recession customers’ buying capabilities have been affected. As a result, the consumption of vehicles has been reduced significantly. The industry develops cost effective plans to reduce the prices of vehicles. Thus, it can be able to reduce the prices of cars and make it affordable to the customers. 
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The world economy has been affected significantly due to the Covid-19 pandemic. It influenced the purchasing behaviour of the customers buying luxury products. As the automobile industry deals with manufacturing and selling luxury products like cars, motorbikes, passenger vehicles etc. its performance has decreased. However, the industry has potential growth opportunities that will lead the company to sustain in the dynamic business environment. 
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