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[bookmark: _Toc92537789]Introduction
The Covid-19 crisis pushed humanity and the worldwide economy into a disaster. To control and avert adverse effects, governments reacted in different ways. However, most authorities globally imposed nationwide lockdowns. Despite the effectiveness of these control measures in limiting the spread of the virus, most industries were brutally affected through complete unsettlement of their value-chains. The automotive industry was among the most severely hit industries, with almost all its features hit by the pandemic. Indeed, while some firm organisations in the sector retained a minimum number of workers at their manufacturing points, some were forced into a complete closure.
[bookmark: _Toc92537790]Significance of the Automotive Industry to the Global Economy
The global economy and the resulting prosperity are heavily reliant on the automotive industry in different respects. First, the industry acts as a link to other industries. Through extensive interconnections to upstream industries such as textiles, chemicals, and steel and downstream industries like mobility services and repair, the industry is a critical component of economic growth (Schmidt et al., 2020). Secondly, the sector is a major source of global employment. According to Schmidt et al. (2020), the industry had employed approximately 14 million people in Europe, 5 million in China, and 8 million in the United States as of March 2020. Additionally, the industry is a huge contributor to the economy, with its turnover earned surpassing 7 per cent of the EU GDP and up to 3.5 per cent of the global GDP. Therefore, it is crucial to understand the Covid-19 pandemic’s impacts on the industry and develop effective survival and success factors related to the megatrends.
[bookmark: _Toc92537791]Impact of the Pandemic on the Automotive Industry
As earlier highlighted, the pandemic has affected almost all industry features. Since the onset of the pandemic, the sector has experienced unprecedented delays as a result of structural modification openings with goods and services. Liquidity crunch, axle-load reforms, and shift to shared mobility have also contributed to the delays in the industry as many organisations were almost entirely idle during the lockdown period. Besides, the lockdown due to the pandemic effects resulted in an extended truncation of customer demand, which is a distress to the auto manufacturers. Indeed, most businesses starved their research and development programmes to sustain their core functions or improve their potential derive back growth achieved from alternate fuels and mobility technologies.
According to research by Rajamohan et al. (2020), Covid-19 led to distress in the automobile sector’s National Stock Exchange. The study showed that high-valued equities in the automotive industry were sold at depreciation value. Indeed, the reported returns of the sector’s index have been low during the pandemic era. Further, Covid-19 has impacted consumer decision-making leading to a global decline in vehicle sales over the last 2 years. According to Yan et al. (2020), the pandemic affected the household and individuals’ income, travel plans, and interactions that had an overall effect on their vehicle purchase decisions. The Society of Motor Manufacturers and Traders reported that new car sales in the UK declined by 44 per cent in March 2020, according to Burn (2020). In China, the drop was 92 per cent in February 2020 compared to the same period the previous year, while Indian companies such as Mahindra and TVS temporarily halted production sales due to the lockdown, as recorded by Nayak et al. (2021).  
More clearly, the impacts of the pandemic can be understood by focusing on the various areas under the automotive industry:
[bookmark: _Toc92537792]Auto Dealers
Dealerships in some areas like the UK had already been under pressure before the pandemic, with a decline in net margins reported at -0.6 per cent from 2014 (Burn, 2020). The pandemic presented new challenges, with many dealers failing to adapt to futuristic automation trends, electrification, and shared mobility. Further, lockdowns saw the dealerships struggle with depreciating the value of vehicles in stock, huge rental costs, and continued revenue loss resulting from a lack of volume incentives, vehicle margins, and finance commissions. In some countries like India, about 8-10 per cent of the dealerships closed down as they could not transport vehicles during the lockdown period resulting in massive losses.
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Covid-19 pandemic had a severe effect on the global supply chain. Given that China is one of the world’s most important manufacturing hubs, the travel restrictions to and out of the country posed a major challenge to the flow of raw materials. Just in Time (JIT) vehicle manufacturers who rely on the uninterrupted and timely supply of components and materials were explicitly hit by the ripple effects of delays in the supply chain (Fonseca & Azevedo, 2020, 426). As the virus spread to the rest of the world, suppliers were faced with low demand and complications in procuring raw materials. Besides, most suppliers were experiencing marginal financial health before the outbreak and, hence lacked enough cash and other current assets to sustain them during the pandemic. Consequently, the pandemic led a majority of the suppliers into insolvency. Labour supply was also vastly affected by travel restrictions, given that most of the automobile manufacturers rely on immigrant labour.
[bookmark: _Toc92537794]Finance Companies
The automotive industry’s organisations work closely with financial institutions for premium financing and other financial matters. The ripple down effects of the Covid-19 outbreak affects the financial companies due to loan evasions that are likely to increase and a fall in new loans due to the complexities with customers’ creditworthiness according to Nayak et al. (2021). In addition, low growth projections from the pandemic effects are likely to put tension on mobility solutions, used cars, and aftermarket service suppliers. Lack of liquidity for the automobile firms may see them succumb to the volatile market conditions leading to widespread disruptions and potentially disastrous effects on the global automotive production ecosystem.
[bookmark: _Toc92537795]Automotive Industry’s Survival and Mitigation Factors
While the current situation in the automotive industry may seem catastrophic, it can be a source of motivation for companies to revisit their strategies and develop new and more protective models while applying short-term measures to manage risk exposure, as discussed below.
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Automotive firms should quickly develop and implement robust risk-chain management strategies in their supply chain that focus on business continuity. This can be achieved through diversification of supply chains based on geographical zones, incorporation of multiple suppliers to minimise overreliance on individual suppliers, and implementation of appropriate inventory systems to mitigate disruptions in the supply chain.
[bookmark: _Toc92537797]Cash Flow Management and Protection
Suppliers in the automotive industry need to develop extensive plans to manage their cash. This may include focusing on collecting aged receivables as much as possible and, where possible, extending payables for cash conservation. On the other hand, manufacturers should establish a working capital crisis mode to get accurate cash flow projections and a transparent position on accounts receivables and payables. The firms must also audit and verify credit positions in close exchange with the financial institutions. Further, parent companies such as the BMW Group must scrutinise their subsidiaries like Rolls-Royce to obtain a transparent financial capabilities report that will inform investment decisions. Lastly, it is paramount for companies in the industry to look out for means to optimise their personnel and operations costs to help them stay afloat in the short term.
[bookmark: _Toc92537798]Sustaining Manufacturing 
To support manufacturing during the pandemic, organisations need to prepare for tiered openings by executing a gradual but flexible ramp-up process in preparation for early demand fluctuations. Also, it is important to put in place new work safety measures and facility requirements. For instance, hand sanitisers and face should be availed to all people in the facilities while glass walls can separate employees in the logistics operations. Lastly, synchronisation of suppliers and adjustment of production output when necessary can ensure quick and accurate ramp up to ensure manufacturing continues safely.
[bookmark: _Toc92537799]Retaining Vehicle Sales 
In the short term, companies should keep engaging their customers through mobile and online channels to avoid complete closure during lockdowns. For instance, physical trade fairs previously planned can be conducted through live broadcasts. Besides, firms can adjust their sales processes pragmatically by establishing non-physical sales platforms that accommodate quarantine conditions and hygiene concerns. Since demand for luxury goods will be a challenge in the post-pandemic era, firms should draft sales recovery plans such as marketing and promotion measures during the pandemic period. The plans should also consider re-evaluation of pricing strategies.
[bookmark: _Toc92537800]Automotive Industry’s Success Factors
The Covid-19 crisis has exposed the automotive industry’s current business model as not resilient. It focuses primarily on volume, operates at high fixed costs, and is inflexible (Wu, 2020, 20). Consequently, the model makes firms in the industry and the industry at large vulnerable to external shocks like the coronavirus crisis that has affected demand and supply chains. In the era after the pandemic, automakers must act decisively to align their business models with new megatrends and drop legacy thinking that is slowing down traditional businesses’ returns and growth. Besides, they must emphasise increased profit per vehicle, lowering fixed costs, and promote more partnerships. The following are the success factors for the industry post-coronavirus crisis:
[bookmark: _Toc92537801]Focus on Software R&D and Projects with the Largest Long-Term Returns
Many automakers had reduced their R&D budgets by over 20 per cent even before the Covid-19 crisis (Fredriksson et al., 2018). Projects that included strategic importance like work on operating systems, powertrains, and integration of new suppliers were also pushed back. Research must correspond to the car of the future. Therefore, to align the business models with the new megatrends in the industry, such as electrified and autonomous vehicles, R&D’s focus on the standardisation of software will be a key success factor. This is because most automakers share a common operating system, which they adapt to specific vehicles, customer configurations, and use cases. The standardisation measures can lead to a reduction in R&D costs by nearly 30 per cent, according to Wyman (2020, 8).
[bookmark: _Toc92537802]Sales Digitalisation
Dealer networks’ size has been declining over the last few years, nearing a 2 per cent drop per year courtesy of digital content and amplified by the pandemic (Wyman, 2020, 9). However, digitalisation has previously failed to achieve the primary goals of providing the right content and cutting costs. Therefore, future sales should be omnichannel, with customers choosing their appropriate touchpoints. Firms need to digitalise while retaining some level of physical presence. For instance, Rolls-Royce is expected to retain its brand stores for showcasing its latest models. Satellites will also exist from where vehicles can be serviced and collected. The digitalisation of these stores and satellites is a success factor because it yields higher performance levels’ and will enable the identification of customers and create awareness of their preferences and existing portfolio.
[bookmark: _Toc92537803]Shift from Incremental Improvement to Setting Up of New Projects in Areas of Major Impact
Large organisations in the automotive industry have extensive bureaucracies and inculcated cultures that make them rigid to change. However, future success is pegged on the flexibility to change and accommodate new technologies such as autonomous and electrification functions and yearly updates of vehicle models. Further, the Covid-19 crisis has made the disruption in the industry more complicated and urgent. Therefore, the industry should shift to new projects in aspects of their business where they feel have more impacts like scalable electric-vehicle platforms, sales digitalisation, and digitally-focused R&D. Indeed, Wyman (2020, 10) observes that investment in new greenfield projects will be the start of a new profitability era for the automotive industry.



[bookmark: _Toc92537804]Conclusion
The automotive industry is one of the most significant industries to the global economy in terms of interconnection with other upstream and downstream industries and employment creation. The Covid-19 crisis characterised by lockdowns and travel restrictions brought sweeping disruptions to the industry. From reduced sales to employee layoffs and the closure of some firms, the industry is still reeling from the effects of the pandemic. Therefore, survival tactics such as short term risk management plans, cash flow management, and manufacturing and sales retention measures are helping companies stay afloat. However, the long term success of the industry is hinged on its ability to align its business models the new megatrends such as electrified, connected, and autonomous vehicles. The alignment is achievable through the redefinition of R&D goals and sales digitalisation.
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