Surname 2






ENVIRONMENTAL ANALYSIS OF AN INDUSTRY
By Kiril Angelov 



 The Global Business Environment 










Environmental Analysis of an Industry
[bookmark: _Toc93062312]Introduction 
The Covid-19 pandemic brought about unrest in all countries, especially their respective economies. To try and mitigate the deadly effects of the virus (Zhurova and Krakovskaya, 2021), most governments placed lockdown measures that prevented international trade and travel. Strong economies like the United Kingdom and the United States faced weakness because of the fast deaths in the countries, which reduced the working population (Kufelová and Raková, 2020). Individuals prioritised only essential items like food, water and medical supplies and hence companies that produce luxury goods faced more than a 50% recession. The automobile industry was among the industries that faced significant impacts. Due to social distancing measures, they had to send some workers home, resulting in reducing their production. Reduced production means they would have to sell less than they usually do hence reduced revenue (Nayak et al., 2021). In addition, there has been difficulty in the importation and exportation of vehicle parts because of the border restrictions. The pandemic affected stakeholders such as the suppliers and car dealerships since no purchases were being made. Despite the adverse negative effects of the Covid-19 pandemic, the automobile industry is still finding ways to go back to normal when the Covid-19 statistics reduce. 
[bookmark: _Toc93062313]Covid-19 Impact on the Automobile Industry
The pandemic didn't just affect the social lives of individuals; it also impacted the economies of households and industries around the globe. The more the infections, the harder it became for economies to cope with the pandemic. The automobile sector is among the influential sectors in Eastern Europe as it forms a large part of the countries’ revenues (Irfan Ul Haque, Dr Aamir Rashid, Dr Syed Zubair Ahmed, 2021). Throughout the glove, the pandemic resulted in a 16% sales drop. 
[bookmark: _Toc93062314]Stock market drop
The stock market faced a considerable drop in the automotive industry. The value for equities was sold at a depreciative value. Similarly, the returns for the equities were equally low, which means that the stock market suffered actual losses during the pandemic surge. Most countries experienced panic when the pandemic had similar effects to previous pandemics like the Spanish Flu. Because of the struggles of the automobile industry, most businesses had to sell their equities to reduce their chances of becoming bankrupt. However, this was not prevalent in some parts of the world. Reporters like CNBC explained that there were cases of increased stock exchange when reports of vaccines (Domm, 2020) put hope on people that it could bring everything back to normal. 
[bookmark: _Toc93062315]Supplier Risks
Suppliers faced the problem of labour because people were locked down in other countries, and movement was limited. Moving the parts from the supply station to the manufacturers was next to impossible, and they could not sell their parts. This reduced the liquidity of supplier companies which brought significant threats to the whole automotive industry (Accenture, 2020). China, the most significant automotive parts manufacturer, reduced their manufacturing process because of the exportation and importation restrictions (Pervaiz, Khan, and Akram, 2020). China specifically recorded a 92% sales drop in the early months of 2020. Car dealerships were not functioning because individuals were not allowed to go to the showrooms; therefore, cars were not being sold. Materials needed in the industry were also unavailable because of the increased demand for other electronics like laptops. A disruption in the supply chain causes production slowness. The chips used in the vehicles are the same in the computers, and since the lockdown has led to increased online engagement, the production of technological gadgets has increased. Therefore, fewer materials of the automotive industry stopped production and manufacturing for some time. 
[bookmark: _Toc93062316]Poor Economy
The low production was partly due to reduced demand which signified that the countries' economies were negatively affected. The domestic GDP indicated that the low demand would reduce output for the countries. The demand for cars has also shifted. More customers are purchasing electric cars leaving out fuel-powered cars. However, electric cars make up a small part of the market. This, therefore, leaves car brands stranded because fuel-powered cars are not being purchased, and the demand for electric vehicles is low than the supply (Klein, 2021). This shift could last longer than the effects of the pandemic, which could pull the economies of the European countries down. Poor economy was also a result of trade restrictions among countries. 
In addition, because of the financial turmoil the car brands are going through, they are not baked to hold all of their employees (Lazăr, 2020). Most organisations had to lay down many employees because they couldn't pay their salaries and wages. Expenses had to be reduced, and employees were the first to experience these effects. The automotive industry heavily relies on the workforce to assemble car parts. Therefore, the economy, which relies on human resources, experiences disruptions in the cycle. There are no salaries; hence taxes are also not paid. Governments were forced to reduce taxes or completely do away with them to cushion businesses and households, which caused a strain in government expenditure. Similarly, the purchasing power of individuals was low since they had no income, and they were forced to prioritise food and medicine.
Because of the uncertainty in different countries, the industry has not fully recovered yet because of the different variants coming up and the different restrictions in different countries. But the manufacturers and suppliers are trying to bring the industry to where it was before the pandemic. Some statistics state that it will take the industry ten years to recover fully. 
[bookmark: _Toc93062317]Global Business Environment in the Automobile Sector
The business environment is constantly changing to provide for their customers better quality products while considering their preferences. The ever-changing business environment is brought about by either technological trends or customers' opinions on their products. Technology has been the driver of change in the automobile industry, especially in the manufacturing department. Top brands like Audi AG, Tesla, and BMW use technology to produce luxurious automated cars. The current demand for automated cars is high because of their advantages to the driver. In addition, the increased income of individuals has made car brands face intense competition. The international environment influences the operations of these brands. For example, the international political, economic, socio-cultural, technological, ecological and legal environments.
[bookmark: _Toc93062318]Political 
Governments have come up with regulations to ensure that the automotive industry players produce quality products and their revenues can be controlled. The automotive industry produces a lot of revenue in the European Union, and to control this income, it imposes high taxes. However, in the pandemic era, the government slashed the tax rates so that the companies could have enough income while also holding the economy of the European countries. In addition, political stability in the European Union has been unstable, which has affected the automobile brands' stock value. The Brexit issue resulted in a 10% reduction in the sales and reduction of cars.
[bookmark: _Toc93062319]Economic 
There is a growing demand for vehicles across the globe because of the increased disposable income of individuals. The growing demand for vehicles has increased by more than 5% (Intelligence, 2022: www.dw.com), 2021). The growth of this demand signifies that the European economy will improve even in the pandemic, and the developing countries will experience a positive economic change with the demand for luxurious cars.
[bookmark: _Toc93062320]Socio-cultural
The socio-cultural environment had changed from when people used public means to get to their destinations. Currently, everyone aspires to have their car because of the convenience they have experienced. Similarly, having a car is considered a sign of wealth in most societies, and people want to be considered of that calibre. 
[bookmark: _Toc93062321]Technological
The technological atmosphere is present in the automobile industry and also other industries. Technological innovations allow for the manufacturing of electronic and automated vehicles. The technologies used in the production are done to do away with CO2 emissions in the environment (Bharadwaj, 2015). Similarly, road accidents can be prevented through technologies in automated cars. However, technology innovations are slow because of how heavy this industry is and its vast investment. 
[bookmark: _Toc93062322]Ecological
Fuel-powered vehicles contribute to the most significant emissions of greenhouse gases in the atmosphere. Customers are aware of the implications of fuel-powered vehicles, which is why the demand for electric vehicles is increasing. Governments have also championed this development so that we don't experience a global environmental crisis in the future. 
[bookmark: _Toc93062323]Legal 
The legal environment is similar to the political environment because it deals with laws that govern the industry's operations. The legal environment is also involved with copyright issues. Each brand has its unique symbol, and if one brand copies the other, they face legal lawsuits. However, such cases are difficult to find in the automobile industry. 
[bookmark: _Toc93062324]Survival and Success Factors for the Automobile Industry with Consideration to Megatrends
The Covid-19 pandemic will probably last for a long time. Therefore, the automobile industry has to find ways to help them survive the pandemic. Amidst the pandemic, there was still competition within the industry that forced companies to change their structure for the pandemic and have a competitive advantage. The goal for sustainability in the competition was no longer on the table due to the pandemic. These automotive brands such as Audi and Mercedes had to use megatrends like technology, globalisation, and climate change to stay ahead of the industry. 
[bookmark: _Toc93062325]Technological Advancements
Technology in the automotive industry involves the automation of cars and the manufacturing of electronic cars. Automated driving is possible with the incorporation of AI. Technological awareness is essential so that companies can maximise their strengths. Technology in the automotive industry has enabled companies to create 3D models of cars, and they can be manufactured to a specific customer's needs. This is convenient during a pandemic because it doesn't require the customer's physical appearance to explain what they want. Technology also allows them to store data on their car models in their clouds. 
[bookmark: _Toc93062326]Globalisation
Globalisation involves the interaction of businesses with the international markets. Globalisation enables companies to market their products through technical websites and social media pages (Hojdik, 2021). Communication has been made easier between the customers and the manufacturers (Linthorst and Waal, 2020). In the Covid-19 pandemic, business stakeholders communicated through skype and zoom because they could not hold physical meetings. This is convenient because it is time-saving and saves costs in holding physical meetings. Similarly, employment has been made flexible as people can work from different parts of the world.
[bookmark: _Toc93062327]Climate Change
Climate change has made many companies rethink their effects on the environment. Climate change is a global issue that should involve every industry to avoid disasters in the future. To deal with climate change, the automobile industry aims to do away with fuel-powered cars by 2030. Reducing environmental effects ensures that sea levels drop and greenhouse gases reduce (Linthorst and Waal, 2020). The governments have ensured that the players in the automotive industry manufacture cars that are electronic and those that are fuel-powered to ensure that their product is focused on environmental conservation.
[bookmark: _Toc93062328]Conclusion
The automotive industry is a big industry that was greatly affected by the Covid-19 pandemic. Jobs were lost, production significantly decreased, the stock market value decreased, and the global economy suffered strains. The global environment has a significant influence on the operations of the automotive industry. The political, legal, economic, environmental and technological environments can make or break an industry. So that the industry can maintain its global effect on the economy, companies have to capitalise on trends such as globalisation and technology. Further studies have been recommended to analyse the global economy post-Covid deeply. Furthermore, scholars can investigate the technological advancements in the automotive sector.
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