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[bookmark: _Toc92560573]Introduction 
The business environment will have tremendous effects on business strategies and operations. This is because events within the business environment will either affect business profitability through increased levels of competition, or lead to changes in consumer behaviour, which will force the business to review its marketing strategies as well as research and development. Either way, it is imperative for the business management to assess and understand these developments and how the business stands to be affected. This will inform pre-planned intervention measures against disruptions occasioned by events within the business environment. 
Perhaps the biggest demonstration of how events within the business environment can impact on business strategies has been the coronavirus pandemic and its impacts on the global economy, including the car manufacturing industry. This report will seek to analyse the impacts of the covid-19 pandemic on the car manufacturing and retail industry, with a view to developing survival and success factors for the industry. This will especially be in consideration to the evolving megatrends in relation to the industry.
[bookmark: _Toc92560574]Analysis of the impacts of the pandemic on the car industry 
[bookmark: _Toc92560575]PESTEL analysis 
As described by Lynch (2018), PESTEL is a model in strategic analysis that looks into political, economic, social, technological, environmental and legal factors within the external business environment. With the socio-economic and technological impacts of the pandemic on the car manufacturing industry, this framework in strategic analysis will help in assessing the effects of the pandemic.
Political effects
The coronavirus pandemic has occasioned political developments within the industry which have in turn affected business strategies and operations. One of the political impacts of the pandemic on the industry relates to national lockdowns and movement restrictions across the UK as declared by the leadership of PM Boris Johnson. This meant that showrooms and dealership stores had to close down, which in turn affected sales. For instance, Reuters (2021) indicated that new registrations stood at a paltry 4,321 in April of 2020, at the height of the lockdowns in UK. With the lifting of the lockdowns and resumption of movement, new car sales saw an increase of over 3,000% as of May, 2021.
Economic
Economic factors within the external business environment include changes in interest rates, GDP, fiscal policies among other developments which affects consumer spending patterns. The effects of the pandemic on the automotive industry was demonstrated by the overall decline in the UK economy in the face of the pandemic. For instance, the Office of National Statistics (2020) reported a 20% decline in the UK GDP in the 1st months of the pandemic. Additionally, the projected increase in consumer price inflation from 2.5% to 4% in as a result of the pandemic as reported by Deloitte (2021) will also affect pricing strategies for the automotive industry, which will undoubtedly impact on sales.
Social-cultural effects
One of the most glaring effects of the pandemic on the automotive industry is the increased unemployment. For instance, data from the Office of National Statistics (2021) indicates that over 770,000 people have lost their jobs in the face of the pandemic. This would mean a decrease in the levels of disposable income in the market. The uncertainty over sources of income in the face of the aforementioned job losses also impacts on consumer behaviour, with what has been termed as a tendency to shift priorities. As a result, there is a decline in luxury expenditures.
Technological effects
This would refer to the developments in the field of technology attributed to the pandemic. One of the ways in which the technological effects of the pandemic has been most apparent is online shopping trend. For instance, data from the Office of National Statistics (2021), indicated an increase of over 58.8% in online sales in UK as compared to pre-pandemic periods. Especially in what Reuters (2021) reported as closure of showrooms and dealership stores, online sales were relied upon to sustain sales within the automotive industry, with Click and Collect as a key platform. The increased uptake in social media usage due to the pandemic as reported by Drouin et al. (2020) has also created avenues in social media marketing for the automotive industry. To put this into perspective, BBC (2021), quoting Ofcom, reports that UK adults spent a quarter of their waking day online during the April national lockdown. This was a reported to be a record high.
Environmental effects
Even before the pandemic, there was a growing trend towards environmental sustainability within the automotive industry, fuelled by alarming levels of global warming. These trends influenced consumer behaviour, with O’Rourke and Ringer (2016) suggesting that sustainability information plays an influential role in the consumer decision-making process. However, as noted by Pohl (2021), the covid-19 pandemic and its impacts on the supply chain and sales within the automotive industry, has hindered the industry’s strategies towards green industry practices.
Legal effects 
As described by Ansoff et al. (2018), these are legal developments within the external business environment. An example of these developments that arose due to the pandemic was the recent changes in employment laws in UK, with the increase in the minimum wage by 2.5% by the Fair Work Commission (Fair Work Commission, 2021)

[bookmark: _Toc92560576]Megatrends within the automotive industry
Rise of online-based shopping
With closure of physical showrooms as a result of the movements restrictions aimed at containing the spread of the virus, players within the automotive industry turned to digital channels to sustain sales. This fuelled the rise in online-based sales, especially with Click and Collect platform. For example, Reuters (2021) reported that dealers used online, delivery, click and collect services to sustain sales in the face of movement restrictions. Henry (2021) understates this view, noting that the pandemic shutdowns sped up online commerce at auto-dealerships, as demonstrated by the improvements in digital infrastructure to enhance customer service across digital platforms. There has also been an increased adoption of what has been referred to as end-to-end online purchase, where buyers are able to acquire ownership of vehicles without having to physically enter a dealership. To put this into perspective, Wayland (2020) found that online-generated sales in automotive industry tripled during the first months of the pandemic to 7.3%, as compared to 2.5% before the pandemic.
Sustainability issues
While this particular trend preceded the pandemic, there has been growing pressure on the automobile industry to do more to combat GHG emission. To put this into perspective, Pohl (2021) indicates that 80 million cars sold in 2018 alone accounted for over 8% of GHG emissions. While there has been pressure from international organisations and treaties such as the Paris declaration, changes in consumer behaviour have also driven the growth and popularity of renewable energy in the automobile industry. For instance, O’Rourke and Ringer (2016) suggests that sustainability information plays an influential role in the consumer decision-making process. This has driven the increased demand for electric and hybrid cars as a substitute for fossil fuel consumption. For example, writing in The Guardian, Carrington (2021) notes that sales of electric cars jumped 43% to hit more than 3 million, while overall car sales were affected by the pandemic.
Automation of operations
The pandemic occasioned human resource challenges in many assembly plants, especially with remote working and movement restrictions. These were forced by what PwC (2021) refers to as the pressure on automakers to reduce costs through cost-cutting and streamlining measures across the value chain. Driven by these factors, Romei (2020) quotes a survey by McKinsey, which found that changes in digital and technology adoption are taking place at 25 times faster as compared to pre-pandemic.
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Lewin’s change management model
As described by Hussain et al. (2018), this model in strategic management seeks to outline phases through which change can be adopted by an organisation. These are unfreeze, change and freeze. With the changes within the business environment occasioned by the pandemic, it is imperative that the management seeks to prepare for change through understanding the short-term and long-term implication of events within the business environment. This is referred to as unfreeze stage. For example, the PESTEL analysis section of this report identified some of the ways in which the pandemic stands to affect the automotive industry. The change phase of Lewin’s model involves actively incorporating new ways into the organisation’s structures and systems. For example, strengthening digital infrastructures to support online sales and digital automation for the automotive industry. After a successful transition, Lewin proposed a freeze stage, where the new order is entrenched and cemented.
Bridge’s transition theory
The disruptions on the automotive industry caused by the pandemic have meant that the industry is in the process of transitioning into what has been referred as the new normal. Proposed by Bridges (2012), this model in change management places emphasis on transitions. In this way, it incorporates the unfreeze and freeze phases of Lewin’s change model. The neutral stage in this model is a bridge between the old and new dispensation, where the automotive industry currently lies, especially with the uncertainties regarding the pandemic and its long-term impacts on the industry.
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Strengthening digital infrastructures 
In response to the increasing shift towards e-commerce within the automotive industry occasioned by the pandemic, it would be critical for managers within the industry to increase emphasis on their online platforms, both for initiating contacts with potential customers as well as facilitating buys. For instance, Wayland (2020) quotes one auto dealer reporting that 80% of sales are now starting online. Improving online sales infrastructure will also mean improving delivery capabilities as well as online-based customer interaction, including availing platforms where prospective buyers will be able to browse for available offerings and their features. This will be part of the change process in Lewin’s change management model, where the industry adjusts their operations to align with trends and events within the business environment.
Adoption of agile methodology
Hoeft (2021) suggests that agile methodology can be used by players within the automotive industry as a strategy tool to explore and exploit opportunities presented by developments within the business environment. This approach in operations management refers to the ability to quickly and effectively adjust operations management to the events within the business environment, with the evolving needs of the customer being central to this process (Rasnacis and Berzisa, 2017). As a result, businesses within the industry will be able to integrate, build and reconfigure internal and external competencies in line with the trends and events within the business environment as caused and driven by the pandemic. For example, agile methodology will involve organising the human resource into remote teams with assigned tasks towards meeting the needs of the customer. This will allow organisations within the automotive industry to incorporate remote working phenomenon as part of their operations moving forward. 
The adoption of agile methodology as proposed by Hoeft (2021) will also hasten the digital transformation within the automotive industry in response to the pandemic. In this way, agile teams will continuously work in understanding and predicting trends in the market and consumer behaviour, which will allow for customer-centred product development processes. An example will be development of mobile apps that will allow prospective buyers to browse for cars suiting their specific needs and place orders.
[bookmark: _Toc92560579]Conclusion 
Businesses operate within the context of the business environment, whose developments will mean significant impacts on how the industry operates and strategies therein. For example, this report has demonstrated how the current pandemic situation within the business environment has meant socio-political, economic, technological and even environmental effects on the automotive industry. To ensure the industry is able to sustain sales among other critical aspects of business operations, this report recommends strengthening of digital infrastructures in the automotive industry, which will allow the industry to respond to trends such as the notable shift towards online purchase as well as remote working. Another recommendation would be the adoption of agile methodology in industry operations.
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