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INTRODUCTION



The outbreak of the Covid-19 epidemic has drastically changed the trend of the global economy. Moreover, the impact of the health emergency has also involved the automotive sector, giving a profound effect on the market.
This report will be about the effects of COVID in the macroenvironment and how they have impacted the automotive industry. This analysis will be performed considering the circumstances posed in Assignment 1, additionally considering how megatrends have added themselves in changing the company's operation in the market.
The industry's response will be discussed later by defining survival plans and factors that succeed in this challenging situation.
Let's go into the merits now, starting with an external analysis in which the pandemic results will be considered, followed by the main megatrends in the automotive industry. Finally, the adaptation of Lexus value chain to external circumstances will clarify the strategic plan of the company.










MAIN BODY
CHINA AND JAPAN STRATEGY
As we saw earlier in the first report, Covid 19 and Brexit are macro factors that have brought significant influences on the automotive sector, counting a fall of 18% in the production of cars (Armstrong M, 2020).
In the pestle analysis, we talked about the tense relationship between China and Japan, the leading suppliers for raw materials in the automotive sector.
The first countries affected by COVID were precisely China and Japan. When the Coronavirus began to manifest in Wuhan, the Chinese authorities have decided to proceed with a period of isolation followed by closures of production sites. As a result, all major international car manufacturers are affected by the disruption of supply flows (Accenture, 2020).
Subsequent a recovery from these countries at the end of 2020 is expected. Specifically, China ends the year with 2.3% exports, South Korea and Taiwan with a 3.6% increase. (SMMT Driving The Motor Industry, 2021)
This is because Asia was hit before by the pandemic and consequently adopted a different strategy compared to European countries, which were subsequently hit by the virus.
The lockdown was also imposed in Europe, including the United Kingdom, with a decrease in the production of cars of 29.3% in 2020 (SMMT Driving the Motor Industry, 2021) and with it a reduction of exports in the automotive sector of -11.9% between 2019 and 2020 (SMMT Driving The Motor Industry, 2021).
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Description automatically generated]Instead, the data shows how machines' manufacturing has improved by 51.3% between 2019 2020 within the countries (SMMT Driving The Motor Industry, 2021).
(SMMT Driving The Motor Industry, 2021)

UNEMPLOYMENT RATE AND DEPENDENCE FROM OTHER SECTORS
The evolution of the economic situation will also play an essential role in terms of influence on the behaviour of citizens/consumers. The crisis and uncertainty resulting from the spread of the virus will undoubtedly have a heavy impact in terms of employment. In addition to the unemployment rate, the lowering of disposable income is a consequence of distraught families' incomes, thus leading to a reduction of spending power of 8% (Pwc, 2022).
It is precisely in this context that a vicious circle is created: the virus impacted the economic sector, which in turn affects the automotive industry. However, the global economy depends severely on the automotive industry's performance for various factors (Accenture, 2020).
Various sectors are related to automobiles, such as the textile, chemicals, etc. Therefore, the crisis of industries such as repair, mobility etc., that operate below the automobile sectors, is consequently impacting the latter as well. (Accenture, 2020).
Also, numerous people are employed in the industry, precisely almost 14 million people in Europe, 8 million in the United States and nearly 5 million in China (Accenture, 2020). These data are sufficient to understand how a pandemic crisis has increased unemployment, which puts the sector in trouble.


SOCIAL AND PROFESSIONAL DEMOTIVATION (Cotofan M, et. al, 2021)
From a social point of view, Covid 19 changed people's mindsets. First, the lockdown led to the distancing and disruption of social activity between individuals, thus changing the mindset in workplaces and public places. 
Social distancing has led to significant impacts on many economic activities, leading to the loss of jobs and reducing working hours for employees. The categories of workers most affected were temporary workers, young workers, and those with low salaries. The situation has created a significant concern of instability and demotivation for employees. Many have encountered anxiety crises and depressive attitudes due to the lack of healthy relationships, the fear of contagion, and the lack of motivation to build a professional future. This factor is reflected from a social point of view and in companies that find themselves with unmotivated employees and, consequently, less productivity and income.
TECHNOLOGICAL DEVELOPMENT
The pressure is also felt from the technological point of view since social distancing leads to the need to digitalize services.
On the one hand, the pandemic has accelerated remote work, thus leading to reductions in carbon emissions, making the automotive business more sustainable.
However, the development of new technologies to make vehicles increasingly autonomous has slowed down precisely as a result of the pandemic. This is because the technology sector has been affected in various ways, specifically hardware and software, IT services, semiconductors, networks, and equipment. (Sallomi P, 2020)
This turns out to be partly an advantage to those businesses where it is conceivable to work remotely. In fact, with the improvement of technology, it has been possible to spend on specialized software, improving their safety and efficiency.
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Description automatically generated]On the other hand, however, the pandemic has upset the value chain: the low supply of raw materials risks adjudication on products. Like Sallomi described (Sallomi P, 2020), raw materials such as aluminium and copper are delivered late. These materials are strictly used in the electronics field; the value chain has been disrupted by creating a shortage of components and preventing electronic companies from supplying their components to industries dependent on the latter, such as the automotive industry.
(Accenture, 2020)

MEGATRENDS (Wibbing P, 2018)

By focusing on megatrends, it is possible to include them within the investment strategy for the Lexus company to reduce risks and adopt the right tools in investing.


Automation
Autonomous driving seemed to be upon us already. However, it is still a megatrend since it is a distant goal First, it is necessary to develop "machine learning" (Wibbing P, 2018). Nevertheless, technology continues to make progress in this regard. 
Driver assistance is improving, considering sensors and actuators, which provide excellent functionality while driving.
Autonomous driving in the total sense of the term is still distant, as it requires the development of technology systems that comply with the vehicle's safety.


Urbanization and increase of Infrastructures
Population growth and the concentration of urban areas provide an increasing need for infrastructure. This also involves the reduction of spaces and different concepts of mobility. A trend destined for the increase is moving on-demand and shared mobility. 
If on the one hand the use of private cars is strengthened because it is considered safer, on the other we are witnessing the development, in cities, of alternative forms of travel, such as the increase in the use of cycles and motorcycles and the use of the scooter.





Digitization
This is a relatively controversial point given that it is considered a megatrend, but it is already part of our daily lives. Digitalization will lead to a further change in future business models. 
First, the smartphone is an element that can revolutionize the method of moving without owning a car. Secondly, platforms will lead to a different use of data by focusing more the business attention on clients, customizing the services.
In addition, it is also possible to increase information security by improving the safety of companies and the processing of their data.

Sustainable mobility
Cars are a large part of the causes of pollution and global warming due to the high number of emissions. However, social awareness of sustainability is increasing, as is the loss of approval for combustion engines. (Pwc, 2022)
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Most of the automotive industries have already opted for hybrid projects. However, the path towards the green is quite tricky as it is necessary to disrupt the infrastructures to provide completely different recharges.




(Pwc, 2022)

LEXUS STRATEGY

Having analysed the main factors that have influenced the industry in these two years, we now focus on the response of Lexus and the strategies adopted in turn developed to survive in the pandemic period by referring to the stages of the value chain.
The recovery situation in the Chinese economy already presents a great advantage for the active part of the company. The retrieval of one of the Asian giants on which the rest of the world depends for its raw materials and production is an advantage for the operational part of the Value Chain (Accenture, 2020)

TECHNOLOGICAL DEVELOPMENT

Slower adoption of the megatrends: 
The automotive industry is generally directed towards megatrends. However, the change in demand during the pandemic and emergencies can change the speed of technological development towards such megatrends.

Connectivity
Lexus is offering a series of technologies regarding connectivity like:
•	SOS Emergency Call (SOS)2 (Lexus a, ND)
It connects Lexus directly, which provides to send services on the spot.
•	Automatic Collision Notification (ACN)3, Stolen Vehicle Tracking (SVT)4' (Lexus a, ND)
In addition, it offers various connecting services, such as automatic notification in the event of an accident. In an absent response, the collision will be treated as an emergency, and the rescue will be sent directly to the site.
•	Stolen vehicle tracking (Lexus a, ND)
Lexus services make it possible to trace the vehicle's location in the event of theft by giving information to the authorities as well. This can all start with a police report by providing the vehicle number. 
•	Smartphone functions (Lexus a, ND)
Those functions are Apple car play and Android Auto, which allows giving commands by simply connecting your smartphone in such a way to stay focused on the road.


ENVIRONMENT
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Description automatically generated with medium confidence]The purpose of Lexus is to achieve zero emissions by reducing the terms of impact on the environment in all its operations (Lexus, 2022). Lexus is currently specialized in producing hybrid cars, a factor currently of great advantage. During the decline in the production market throughout the pandemic, the demand for electric vehicles instead of internal combustion ones increased. 
(Padeanu A,2021)
However, the zero-emissions project is already underway with the Lexus LFZ electrified concept: it provides a 600 km battery range and acceleration 0 to 100 km / h 3 sec, steer by wire to improve steering precision. (YouCar, 2021)
In addition, it has several features aimed at improving the design and usefulness of the constraint, such as a revisitation of the cockpit, multimedia screens, the electrochemical roof in such a way as to adapt the light inside the passenger compartment according to different functions. (YouCar, 2021)
In addition, with the smartphone, you can have control of various functions of the passenger compartment, such as locking and opening the doors.



MARKETING AND SALES
Another winning factor for Lexus is the adaptation of human resources and services to the pandemic. Indeed, Lexus provided workers' safety by guaranteeing protective materials against the virus (masks, sanitisers etc.) and the suggestion for the vaccine to work. (Toyota, 2021)
Moreover, safety has also been kept during the services by increasing the frequency of cleaning, requiring sanitation from customers, keeping the physical touch to the minimum, and privileging card payment rather than cash. (Lexus b, ND)
The marketing and sales point of view keep customers engaged by using online channels to keep the interaction active, such as showrooms via WhatsApp, Facebook, webchat, and iPhone. (Toyota, ND)














CONCLUSION
In conclusion, we deduce how many external factors have led to the slowdown in production and how it has put suppliers in crisis. This turmoil led to considerable gaps in the value chain of Lexus, which has nevertheless been dealt with efficiently, relying on the hybrid product, which demand is increasingly increasing and revisiting the company's management structure. As a result, Lexus has maintained competitiveness in a complex context, satisfying clients' needs, keeping them connected, adjusting the sales process, developing technologies.
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