



ASSESSMENT 2 ENVIRONMENTAL ANALYSIS OF AUTOMOBILE INDUSTRY


Executive Summary
The automotive sector is a major driver of the economy and creates jobs as well. The sector was already facing issues with the four major trends which included shared driving, autonomous vehicles, electric cars and connected vehicles. The pandemic worsened the condition of the electric vehicle industry with lockdowns which resulted in lesser profits due to fewer sales as well. The report has provided an understanding of the megatrends of the automobile industry on a global level. It has shed some light on the survival and success factors of the automobile industry.  The report has also shed some light on the current and future trends of the car manufacturing companies that have the ability to influence the sales rate of the firms.
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The impact of the pandemic has had a consequence on the automobile industry and due to the continuing lockdowns, it has resulted in decreasing the profitability as well. Volkswagen which is the most popular car firm in the UK too was impacted by the COVID-19 pandemic due to the effect of the lockdowns. 
About the organisation
Volkswagen UK is a company that was founded in Germany in 1937 and has had a presence in the United Kingdom since 1952. It is the top automobile brand in the United Kingdom, with one out of every five brands sold being a Volkswagen, and it has a market share of about 20% (Volkswagen.co.uk, 2021). It has around 800 permanent staff and 1000 dealerships in the United Kingdom. In 2020, it has a global market share of 8 % in the automotive market which is second only to Toyota (statista.com, 2021). Volkswagen's most popular brands are Volkswagen passenger automobiles and Audi. 


[bookmark: _Toc91823653]Impact of the pandemic on the automobile industry 
The automotive industry is a critical component of the global economy and has links to other industries like the upstream which would include upstream industries like steel, chemicals and textiles. It would also include the downstream industries as well including mobility services and repair. The automotive industry has huge employment as well since more than 5 million are employed in China while 8 million is employed in the US automotive sector while in Europe the number increases to 14 million (accenture.com, 2021). Along with that the turnover which it has by the automobile industry exceeds 7 % of the GDP of the European Union (EU) and 10 % of China and has a share of 3-3.5% in the US as well (accenture.com, 2021). The automotive industry was already stressed by the four megatrends which are presently being faced by the automobile sector which includes electric, shared driving, autonomous and connected driving which has caused a massive change in the traditional automobile industry (Rao, 2017).
The pandemic has had a severe impact on the global automobile industry and there are various symptoms as well including the closure of assembly plants in the USA, disruption in the supply chain of Chinese exports as well as full-scale manufacturing disruptions across Europe as well. During the outbreak, the factories were closed and there were no new vehicles that were coming out of the factories as well. There were multiple work stoppages as well which impact the work on a large scale. Furthermore, in 2020 there has been a decrease in 16 % of the total production of vehicles (oica.net, 2020). There has been a global shortage in the sales of cars as well. In 2017 there were 80 million sales however in 2021 due to the onset of the pandemic there were 70 million sales (statista.com, 2021).  
In terms of revenue, Toyota Motors and Volkswagen group have the biggest revenue. The Volkswagen group had incurred a loss of 1.4 billion Euros in the first half of 2020 which is in stark contrast to the profit which has touched almost 10 billion Euros in the previous year. The revenues too fell by 23 % to 96 billion Euros and sales dropped by 27 % as well to almost 4 million vehicles (ft.com, 2020). The deliveries were down as well by 23 % to around 2 million vehicles and it was on the decline especially in the Asia- Pacific region. The Volkswagen group sales also fell to more than 8 % to around 55. 1 billion Euros (volkswagen-newsroom.com, 2021). The overall sales in Europe and US will not rebound to the pre-Covid levels till 2023.
There have been disruptions to the auto industry that about 95 % of the German automakers had put their workforces in short term work as well and employees were laid off. There were multiple auto retail stores that were closed as well. There were auto suppliers as well which has immigrant labour and the new laws on Brexit in the UK put forth new laws in which there would be a selection criterion which each immigrant has to fulfil to get the job (Owen et al.,2019). This put more pressure on the UK automobile makers to hire natives at higher costs thus eroding the profit margins. Furthermore, due to the pandemic as well as the lockdown, there were layoffs as well and Nissan the Japanese carmaker had to shut off their plant as well whereby 3000 workers were out of jobs (euronews.com, 2020). Along with that due to the widespread job losses, people were hesitant to make big-ticket purchases like vehicles as well which brought down the demand further down as well. The gasoline prices were reduced in North America however this did not increase the demand for cars (bbc.com, 2020). 
There have been changes as well especially in the usage of digital channels for selling automobiles. A digital quotient analysis done by McKinsey has portrayed that each of the average automotive businesses needs digitisation since remote selling is the next normal in the future of business (mckinsey.com, 2021). Furthermore, in China, there has been an overall 80 per cent decline in sales however Tesla had a 10 per cent profit in March 2020 which already had an established online presence. In this uncertainty, there are trends that due to the hesitancy of the customers to make big purchases, they would be more comfortable with subscription-based offers which do not have significant capital. On-demand mobility is on the rise and COVID- 19 has enforced more flexibility with the users as well. The subscription-based models create recurring revenues which aid in robust income streams as well. Along with that, there has been too much dependency on China on the supply chain and therefore both the US and Europe are looking at the local sourcing (Li et al., 2020). This would aid in less dependence in China and further investment in the supply chains would be there to prevent total disruption which has come through COVID.
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The automobile industry is facing both disruptive as well as substantial changes on a global level. Most of the changes in this industry are driven by the increase in the demand for the usage of ‘sustainable energy’ sources (Steffens, et al., 2021). Megatrends of the automobile industry are built on the concepts of progressing digitalisation and urbanisation, the behaviour of consumers, and population growth. The latest automobile industry megatrends include electric, autonomous, connected, and shared. Most of the strategies of the car manufacturing companies focus on decreasing their carbon emission, including technologies in the vehicle, and hybrid transports. The main hindrance for car manufacturing organisations in building electric vehicles is battery price and infrastructure. 
[image: ]
Figure 1: Sales of electric cars on a global level
(Source: Carlier, 2021)
The outbreak of the coronavirus pandemic impacted the profit level of the automobile industry negatively. Various trends define the automobile industry all over the world. The implementation of lockdown has played a key role in changing the trends of the automobile industry. The mobility of people was restricted because of lockdown due to which visit to showroom and stores were quite impossible. One of the megatrends of the automobile industry is digital retailing. Some of the companies are providing this option to their consumers. Audi provides their consumers with the opportunity to book cars through their websites (myaudi.in, 2021). They provide various options for their consumers to filter the products according to their preferences such as categories, features, size as well as price range. Implementing digital retailing in the automobile industry will help an automobile industry to gain success by increasing its sales and reaching a wide range of consumers. 
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Figure 2: Most used social media platforms on a global level
(Source: Statista.com, 2021)
The utilisation of various social media platforms for the promotion of products and goods are also increasing due to the increased use of the internet. It has become a survival factor for automobile companies to sustain their business in the market. There are about 2.89 billion users of Facebook all over the world and up to 2.29 billion people uses YouTube. It signifies that automobile companies who use these social media platforms can reach a large number of consumers all over the world which help in expanding the business and increasing sales. Promoting products on social media platforms helps organisations in engaging with customers effectively and create a positive relationship with them (refer to figure 1).
Audi redefined its brand strategy and introduced digitalisation, sustainability, and design as their core themes. The brand has upgraded its global marketing activities by concentrating on culture as well as country requirements. The framework of the brand’s new campaign will help Audi to create its corporate identity on a global level and enhance its promotion procedures (audi-mediacenter.com, 2020). Audi is also improving the communicative approach that will help them in implementing innovative ideas in their marketing process. They will promote their advertisement through all channels of 'communication' such as TV and other digital platforms. It will help the brand is expanding its business and reach a wide range of customers. 
The utilisation of digitalisation is one of the megatrends of the automobile industry and it helps in building visibility of the business as well as the products (Antikainen, et al., 2018). Implementation of digitalisation in the manufacturing process has helped Audi in enhancing efficiency in logistics and production. Using digitalisation and technology in cars has become a megatrend. Consumers nowadays prefer cars or vehicles that are loaded with technology and can connect and provide a personalised experience. Audi is using digitalisation to provide their customers with an enriched experience through manufacturing vehicles with the consumer’s ‘digital environment’ (audi-mediacenter.com, 2021). The brand is improving its business model by 'innovative mobility services. The success factor of Audi regarding megatrends of the automobile industry is providing a personalised experience for their customers through the website and improved features on its myAudi app. The brand utilises the data gathered from consumers to tailor its model portfolio as well as services. The utilisation of innovation and digitalisation has helped Audi in providing its consumers with connected and comfortable cars. 
The automobile industry is experiencing a revolution and providing the consumers with a personalised experience, shared connectivity, and new business models are the new trends (Gao, et al., 2021). Following or implementing these trends will help an automobile brand to increase its revenue pool. Other trends like electrified, yearly updates, and autonomous are also impacting the sales rate of automobile companies. The main focus of car manufacturing companies is on the preferences and demands of the consumers. These days consumers are generally youngers and technically savvy which means the companies have to produce cars that have innovative technology. The future of the automobile industry looks for cars that create less emission as well as sound (pwc.at, 2021). Production of electric cars is also in trends of vehicle manufacturing firms. Connectivity in the car such as communication during traffic and other external sources are also trends. The global sustainability of Audi is increasing by reducing its carbon footprint. Volkswagen is the first company or automaker that complies with the ‘Paris Climate Agreement’ (audi.com, 2021). The brand is concentrating on reducing its carbon footprint by 30% by the year 2050 to accomplish the goal of net zero-emission. Volkswagen is also planning on manufacturing 20 electric car models to maintain sustainability in its operations. 
Electric cars and net-zero emissions are some of the key megatrends of the car manufacturing industry (Singh, 2021). Other megatrends in the automobile industry such as implementing wellbeing and health-conscious features such as air purifiers are also influencing the demand for vehicles. Some of the companies have introduced electric cars to expand their brand name and increase their profit level. Audi has manufactured ‘Audi e-tron’ that is an electric SUV that provides their drivers with a clean environment (audi.in, 2021). The SUV is voice command and has a touch screen dashboard that provides its users with comfort and technology. This poses as a success factor for the brand due to the megatrends like electric cars and technology loaded vehicles. The vehicles built by Audi also has an air quality feature that provides the drivers with clean and good quality air by charging the air molecules with ionizers and eliminating dust particles, allergens, and microorganisms (audi-mediacenter.com, 2021). The air quality feature provides the user with the comparison of external and internal air quality.  
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Figure 3: Cars sold worldwide
(Source: statista.com, 2021)
Car sales around the world experienced a fall due to the coronavirus pandemic and slow economic growth. On the other hand, the sales of cars are expected to increase by 66 million in the year 2021. Car manufacturing companies all around the world have to plan strategically to overcome the impact of a pandemic on their sales rate. For example, automobile companies operating in Europe and South America experienced a severe impact of the pandemic on their sales rate. Despite all the challenges the car manufacturing industry in China was able to regain its sales rate by the February of the year 2021 (refer to figure 2). 
Due to the implementation of the lockdown various manufacturing plants of automobile companies had to temporarily close them due to which the demand for cars decreased in the year 2020. The automobile industry experienced a rise in demand in the year 2021 but they were unable to meet with them due to the impact of the coronavirus pandemic on their supplies (Carlier, 2021). Due to a shortage of supply of semiconductors, automobile firms are unable to meet the increased demands. Semiconductors are used in the automobile industry to manufacture cars for air conditioning and airbags. For example, Toyota experienced the lowest inventory of vehicles. 
One of the key megatrends of the automobile industry is connected vehicles that will help in enabling autonomous driving. This trend will help the drivers to use the driving time for other activities and provide a stress-free driving experience. Audi is working on creating cars that are driverless and operates through a 'brain-computer interface' (audi.com, 2021). According to Audi, it will help disabled people to drive cars without any issues. The brand is working on a technology that will track the eyes of the driver to carry out the orders of the driver. The concept is about reading the brain activity of the driver and transforming those readings into actions to help physically impaired individuals.

[bookmark: _Toc91823655]Conclusion
From the above report, it can be summarised that automobile companies were severely impacted by the outbreak of the coronavirus pandemic. The automobile industry plays a key role in the global economy and employs millions of people around the world. The manufacturing plants of automobile companies were temporarily closed due to the implementation of the lockdown. This created issues in the production of cars and impacted the supply and demand of vehicles. To overcome all these issues and to increase their sales rate they need digitisation. The sales rate of car producing firms are also impacted by megatrends like connectivity, shared, and autonomous. Consumers around the world also demand personalised experiences and prefer to purchase goods from sustainable organisations. Audi is working on autonomous cars to help in providing physically impaired drivers with a quality experience. The brand also manufactures electric cars with quality air features. Consumers around the world prefer cars that provide a comfortable and unique experience. Car companies like Audi produce vehicles loaded with technology with innovative ideas. 


[bookmark: _Toc91823656]References
accenture.com, 2021 Automotive Industry [Online] Available at: https://www.accenture.com/_acnmedia/PDF-121/Accenture-COVID-19-Impact-Automotive-Industry.pdf [Accessed on 30th December 2021]
[bookmark: _Hlk91802435]Antikainen, M., Uusitalo, T. and Kivikytö-Reponen, P., 2018. Digitalisation as an enabler of circular economy. Procedia CIRP, 73, pp.45-49.
[bookmark: _Hlk91820238]audi.com, 2021 Brain Computer Interface enables people with disabilities to drive autonomously [Online] Available at: https://www.audi.com/en/innovation/autonomous-driving/brain-computer-interface-to-drive-autonomously.html [Accessed 30th December 2021]
[bookmark: _Hlk91811498]audi.com, 2021 How Audi is helping make the industry more sustainable [Online] Available at: https://www.audi.com/en/company/profile/company-management/all-in-on-electric-cars.html [Accessed 30th December 2021]
[bookmark: _Hlk91813101]audi.in, 2021 Help to shape the future. The Audi e-tron. [Online] Available at: https://www.audi.in/in/web/en/models/tron/audi-e-tron-2021.html [Accessed 30th December 2021]
[bookmark: _Hlk91802036]audi-mediacenter.com, 2020 Re-orientation of the brand takes shape – Audi starts a new brand campaign [Online] Available at: https://www.audi-mediacenter.com/en/press-releases/re-orientation-of-the-brand-takes-shape-audi-starts-a-new-brand-campaign-13249 [Accessed 30th December 2021]
[bookmark: _Hlk91805816]audi-mediacenter.com, 2021 Audi is creating a universal digital customer experience [Online] Available at: https://www.audi-mediacenter.com/en/press-releases/audi-is-creating-a-universal-digital-customer-experience-14194 [Accessed 30th December 2021]
[bookmark: _Hlk91813755]audi-mediacenter.com, 2021 Interiors [Online] Available at: https://www.audi-mediacenter.com/en/technology-lexicon-7180/interiors-9339 [Accessed 30th December 2021]
bbc.com, 2020 US oil prices turn negative as demand dries up [Online] Available at: https://www.bbc.com/news/business-52350082 [Accessed on 30th December 2021]
[bookmark: _Hlk91818676]Carlier, M., 2021 Estimated plug-in electric light vehicle sales worldwide from 2015 to 2020 [Online] Available at: https://www.statista.com/statistics/665774/global-sales-of-plug-in-light-vehicles/ [Accessed 30th December 2021]
[bookmark: _Hlk91800748]Carlier, M., 2021 Impact of COVID-19 on the automotive industry worldwide - Statistics & Facts [Online] Available at: https://www.statista.com/topics/8749/impact-of-covid-19-on-the-automotive-industry-worldwide/#dossierKeyfigures [Accessed 30th December 2021]
deloitte.com, 2021 About Deloitte [Online] Available at: https://www2.deloitte.com/global/en/pages/about-deloitte/articles/covid-19/understanding-covid-19-s-impact-on-the-automotive-sector.html [Accessed on 30th December 2021]
euronews.com, 2020 Coronavirus economic fallout: Nissan announces closure of Barcelona plant [Online] Available at: https://www.euronews.com/2020/05/28/coronavirus-economic-fallout-nissan-announces-closure-of-barcelona-plant [Accessed on 30th December 2021]
ft.com, 2020 Volkswagen sinks to €1.4bn loss as pandemic knocks car sales [Online] Available at: https://www.ft.com/content/ddd01def-1b36-4b65-b674-ada0d4297f6b [Accessed on 30th December 2021]
[bookmark: _Hlk91806407]Gao, V.P., Kaas, H.W., Mohr, D. and Wee, D., 2021 Automotive revolution – perspective towards 2030 [Online] Available at: https://www.mckinsey.com/industries/automotive-and-assembly/our-insights/disruptive-trends-that-will-transform-the-auto-industry/de-DE [Accessed 30th December 2021]
Li, X., Wang, B., Liu, C., Freiheit, T. and Epureanu, B.I., 2020. Intelligent manufacturing systems in COVID-19 pandemic and beyond: framework and impact assessment. Chinese Journal of Mechanical Engineering, 33(1), pp.1-5.
mckinsey.com, 2020 Reimagining the auto industry’s future: It’s now or never [Online] Available at: https://www.mckinsey.com/industries/automotive-and-assembly/our-insights/reimagining-the-auto-industrys-future-its-now-or-never [Accessed on 30th December 2021]
[bookmark: _Hlk91798994]myaudi.in, 2021 Book my Audi [Online] Available at: https://myaudi.in/en/store/items/43/book-my-audi [Accessed 30th December 2021]
oica.net, 2020 2020 Production stats [Online] Available at: https://www.oica.net/category/production-statistics/2020-statistics/ [Accessed on 30th December 2021]
Owen, J., Thimont Jack, M., Iacobov, A. and Christensen, E., 2019. Managing migration after Brexit. Institute for Government, 8
[bookmark: _Hlk91811064]pwc.at, 2021 Five trends transforming the Automotive Industry [Online] Available at: https://www.pwc.at/de/publikationen/branchen-und-wirtschaftsstudien/eascy-five-trends-transforming-the-automotive-industry_2018.pdf [Accessed 30th December 2021]
Rao, S., 2017. A Review on Competitive Structure of Automobile Industry. Asian Journal of Applied Science and Technology, 1(9), pp.175-185.
[bookmark: _Hlk91813239]Singh, S., 2021 Top 10 Global Automotive Trends, 2021 [Online] Available at: https://www.forbes.com/sites/sarwantsingh/2021/01/27/top-10-global-automotive-trends-2021/?sh=14403721605b [Accessed 30th December 2021]
statista.com, 2021 [Online] Available at: https://www.statista.com/statistics/272014/global-social-networks-ranked-by-number-of-users/ [Accessed 30th December 2021]
statista.com, 2021 Automotive industry [Online] Available at: https://www.statista.com/topics/1487/automotive-industry/#dossierKeyfigures [Accessed on 30th December 2021]
[bookmark: _Hlk91817086]statista.com, 2021 Number of cars sold worldwide between 2010 and 2021 [Online] Available at: https://www.statista.com/statistics/200002/international-car-sales-since-1990/ [Accessed 30th December 2021]
statista.com, 2021 Volkswagen [Online] Available at: https://www.statista.com/topics/1574/volkswagen/ [Accessed on 30th December 2021]
[bookmark: _Hlk91819113]Steffens, C., Eisele, G. and Kauth, M., 2021 Megatrends in the automotive industry and the consequences for NVH. Hermann Rottengruber Tommy Luft Sebastian Schneider (Hrsg.) und 31 Mitautoren, p.118.
volkswagen.co.uk, 2021 Careers [Online] Available at: https://www.volkswagen.co.uk/en/need-help/careers/volkswagen-group.html#:~:text=We%20have%20over%20800%20permanent,environment%20and%20fantastic%20employee%20benefits. [Accessed on 30th December 2021]
volkswagen-newsroom.com, 2021 Volkswagen Group’s business substantially impacted by Covid-19 pandemic in first quarter [Online] Available at: https://www.volkswagen-newsroom.com/en/press-releases/volkswagen-groups-business-substantially-impacted-by-covid-19-pandemic-in-first-quarter-5998 [Accessed on 30th December 2021]
2

image3.png
20

7

749

2020




image1.png
2.09

2018




image2.png
Facebook

YouTube

Whatsapp*

Instagram

Facebook Messenger®

Weixin | WeChat

TikTok

Douyin=

aa

Sina Weibo

Telegram

‘snapchat

Kuaishou

Pinterest

Twitter

Reddit®

Quora*

Number of sctive users in millons




