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1. Introduction 
UK automobile industry is the second largest in Europe and a vital part of the economy.
180,000 employees in the manufacturing and 864,000 across the wider automotive industry account for 13% of UK export of goods, worth 44bn. There are 70 models of vehicle build in the UK by more than 30 manufacturers. Industry topics (SSMT, 2021)   
  
During 2020, car manufacturing was severely disrupted with Brexit, lockdowns, stay at home policies which restricted factory output and demand in many export destinations. New car manufacturing fell to 920,928 units for 2020 which is 29.3% decline, the worst since 1984. Even amid the pandemic, EU remained the biggest export destination with 53.5% share despite 30.8% decline to 400,450 units. Shipments to key export partner such as US, Japan and Australia fell, however China, Korea and Taiwan saw an increase because of the different nations’ travel policies during the pandemic.

Automotive brands invest billions in designing new zero emission models. One third of UK produced cars are now electric with more expected to be registered this year than the last decade combined. Despite the pandemic, the production of UK battery electric BEV, plug-hybrid PHEV and hybrid vehicles HEV rose to 18.8% combined or 172,857 units - 79.6% of them exported. UK car production down- 29.3% as coronavirus slams brakes on sector (SSMT, 2021) However, if the industry is to recover, then some challenges must be met. This report investigates the Covid pandemic impact on the industry and the survival strategies adopted by Jaguar Land Rover following the megatrends.

2. Bibliography 
JLR is a company that bring together two iconic British car brands- Jaguar and Land Rover. In 2008 the two marques were successfully merged under TATA Motors and their luxury vehicles and innovate technologies added up to a lasting legacy.

Jaguar started in 1922 as Swallow Sidecar Company which made motorcycle sidecars and renamed Jaguar after the WW2. It built premium saloons and sports cars. They entered the sportscar market quite well with models such as XK120 and became well known especially when they won Le Mans 24 Hours race 5 times in the 1950s. At that time, Rover inspired by the American Jeep developed the first Land Rover, which introduced 4x4 capabilities and was adopted by the military. Increased demand for off roaders saw Range Rover make its debut in 1970 with very little altered over the years. About JLR (JLRretailapprenticeships, 2021)
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Figure 1: 1948 Jaguar XK120 (Source: NetCarShow, 2021)


In 2008, India’s largest automobile manufacturer bought them from Ford with more interesting products to follow because of their clear vision:” to become the creator of the world’s most desirable luxury vehicles and services for the most discerning of customers”. Thierry Bollore, CEO (JLR, 2021) 

[image: Land Rover Range Rover (1970)]
Figure 2: 1970 Range Rover (Source: NetCarShow, 2021)


3. COVID-19 impact on Jaguar Land Rover

The pandemic has been amongst the most challenging times for the company. It resulted in lower consumer demand, production, supply and networks disruptions. The uncertainty over the trading relations with Europe post Brexit, further exacerbated JLR market situation. The company reported debt of £5,884m in 2020, 30.4% increase over the previous year, which could negatively impact the operations as more funds would be directed to paying the debt obligations. Their financial burden could be further increased by declining sales, price of oil and raw materials as well as fluctuating foreign currency as the appreciation of Chinese Renminbi, USD, Euro and Indian Rupee would increase company’s costs. This is a cause for concern since the company operates in highly competitive sector and needs to increase its market share in emerging markets to maintain economies of scale and help its financial situation and results of operations. (MarketLine, 2021a)

As COVID infections continue to rise and fall worldwide, the new variant Omicron is the latest risk to stability with new infection waves, possible lockdowns and general disruption. As a result, a new burden on the industry could occur with forced production closures, slow sales and troubles with supply chains.
[image: page1image58124864]
Figure 3: JLR Revenue UK (Source: MarketLine, 2021)

Due to the pandemic, JLR recorded 14.9% negative growth for 2019-21 and decrease in revenue in UK for 2021. The UK region accounted for 19.2% of the company’s revenue for 2021. (MarketLine, 2021)

[image: page1image57799264]
Figure 4: JLR Revenue US (Source: MarketLine, 2021)


The US recorded slightly higher figures, accounting 23.6% of the company’s revenue with 7.8% negative growth. (MarketLine, 2021)

[image: page1image58138336]
Figure 5: JLR Revenue China (Source: MarketLine, 2021)


However, China is an exception and recorded CAGR of 17.4% during 2019-21 and increase in revenue. It accounted for 23.1% of the total revenue for 2021. China is set to increase its EV fleet to 60% by 2030, making JLR’s presence in China very favourable. Rest of Europe and Rest of the World reported negative growth and revenue decrease. (MarketLine, 2021)

As the figure show, the international trade is very important for JLR as it creates growth opportunities. The company sells cars in over 129 countries and 2019 recorded 78.4% international sales. The growth of electric vehicles sales benefits JLR because by 2030 the number of EV only in US is expected to be 18.7 million. JLR’s strong manufacturing capabilities across several countries is favourable in meeting growing demand for its products. (MarketLine, 2021a)

4. Automobile Megatrends as Success Factors

Global semiconductor shortages
The production of EVs is expected to rise from 5.3% in 2021 to 11.3% by 2025. Despite being driven by legislations this shift is also led by demand. Larger AV competitors would take over smaller ones. 2021 global semiconductor shortages highlightened the weaknesses in the industry. (MarketLine, 2021b, p.1) As a result, new partnerships emerged within the industry and JLR focused on working closely with semiconductor and tier one suppliers. They are addressing the issue by prioritising the production of higher margin vehicles for the availability of semiconductors, managing costs to bring down the break even point for the company. Semiconductor shortage continues to constrain sales and profitability in Q2 despite strong demand (JLR, 2021)
Electrification thanks to the EU Greed Deal
In Europe manufacturers risk fines if the CO2 emissions of their vehicles pool exceeds 95 g/km, depending on the vehicle weight. However, with some incentive schemes ending OEMs may incur fines because of possible failure to meet CO2 pool targets. (MarketLine, 2021b, p.1) By 2022 there will be more than 500 models of electric vehicles despite the pandemic. JLR plans to go all- electric by 2025 and become zero carbon by 2039. At present they are working on their first model to be launched in 2024. 2021 Automotive Industry Challenges and Trends (Epicflow, 2021)

New approaches will be adopted to reduce environmental impacts
Future combustion engines bans will refocus attention on the sustainability and lifecycle of EVs. The risks of overconsumption of natural resources, high energy use in production and the uncertain fate of used batteries, would direct automakers to search for ways to minimize the impact on the environment. JLR could benefit from this trend through access to rare resources in order to emphasise on differentiation. For example, in search for batteries material, the Canadian “The Metals Company” claims that they have located “polymetallic nodules” on the seabed, which when extracted would cause minimal environmental damage and waste. JLR could use micro factories, as advised by EV start up Arrival, which are simpler facilities where different models EV use mostly the same architectural platform. This would result in smaller physical footprint and economic stimulation. (MarketLine, 2021b, p1)

Subscription Services
JLR could take advantage of infotainment and connected vehicle technologies that have created more ways for automakers to monetize their products. Such ways include subscription services for a software-based functions for a monthly fee, allowing companies to earn profits between multiple owners throughout the lifetime a vehicle. Global infotainment revenue is expected to reach $29.7bn in 2021 to $49.6bn in 2030. (MarketLine, 2021b, p.2)

Connected and autonomous vehicles
The first in-vehicle subscription will feature on autonomous driving functions. Level 2 autonomous systems that control speed and steering within human oversight feature in many new vehicles but are costly takes years to develop. As consumers are interested in latest tech and features, JLR should be on track with this trend to maintain economies of scale. For instance, Tesla Self- driving system cost $10,000 and customers have the options to Enhanced Autopilot for $99 monthly fee or Standard Autopilot for $199. (MarketLine, 2021b, p.2) Currently, UK Auto industry is running up to be the world’s leader in connected and autonomous vehicles (CAV) development with more than £500 million allocated by the industry and the government to fund research and development. Trials are taking place in major towns and cities as UK has 4 CAV testbeds and more than 80 collaborative R&D projects. The UK automotive sector- challenges and opportunities (PES, 2019)

Vertical integration of software function
Manufacturers are looking to differentiate their connected vehicle technologies from their competitors’. JLR could use similar strategy as one of their biggest rivals- Volkswagen, that in 2021 created Cariad, a centralization of their software functions that were scattered between 15 different companies. Thus, VW’s new operating system will be used across its entire line up by 2025 and will bring their share of auto software development by 60%. (MarketLine, 2021b, p.2) Costwise, JLR could consider third party operating system such as Google Automotive, expected to be the leader in 3-4 years or Apple CarPlay and Android Auto. 2021 Automotive Industry Challenges and Trends (Epicflow, 2021)

Shared mobility and micromobility
Shared mobility and micromobility are set to recover gradually after consumers switched to individual cars to prevent contamination. Micromobility also suffered losses following lockdowns and stay at home policies, although it is expected to recover sooner and see growth as eco- friendly and socially distant transport. However, Omicron variant adds to the uncertainty of shared mobility recovery, leading to the restructuring of ride hailing companies. (MarketLine, 2021b, p.4)

Reducing vehicle weight with composites

JLR will be the first to produce reduced-weight vehicles in 2022, placing them ahead of competitors. The vehicles will be 77 pounds lighter, providing opportunities for more powerful batteries for EVs and plug- in hybrids. 2021 Automotive industry- challenges and trends (Epicflow, 2021)

5. Conclusion

Automotive industry has a significant impact on the global economy, employing 14 million people in EU, 8 million in US and 5 million in China. Despite the gloom caused by the pandemic and Brexit, it has been developing at a good pace with many exciting high-tech products to come. However, the current political and economic situation surrounding Brexit and the pandemic, risks UK’s position of being global automotive leader. Moreover, the industry needs stability to encourage investment and the government support in terms of trading policies, incentives and improved charging infrastructure. UK has the highest productivity levels in Europe and some of the most popular brands, therefore, the industry- government partnership with an ambitious trade strategy could see the sector maximizing its full capacity with 20% uplift in the global trade value worth £20bn. UK automotive sector- challenges and opportunities (PES, 2019)

6. Recommendations

Under the management of Thierry Bollore, JLR advocates for innovation and integrates human resource activities with strategic business goals to help them survive in the turbulent economic climate. As a result, their new strategy “Reimagine” is bound to further improve the performance and productivity of the company by empowering their employees to create and deliver at speed. It keeps the company on track with the megatrends while setting benchmarks for societal and environmental impact for a business. In summary, JLR builds highly admired vehicles, however they fail to address the average customer. It would be beneficial for the company in these uncertain times to create an economic line in order to avoid losing customers who are otherwise in the luxury market, to competition because of price. This move would attract more consumers and expand market share.

As a company that operates in few countries, JLR should focus on positioning in a global marketplace. Each geographical market needs to be analysed in terms of business environment. Variations of national culture markets may imply different demands and managerial style internally. Therefore, JLR strategic choices are likely to be dominated by international strategy issues regarding geographical markets, organisational structure and strategic change. (Whittington et al., 2020, p.22)
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