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Abstract

[bookmark: _Hlk103150019]This report aims to explore the impact of Covid-19 on the automobile industry, in particular, on Toyota Motor Group, the challenges they had to face, and how they managed to survive during those times. Based on the previous report additional analysis will be provided, exploring new evidence and data from the last two years, including some of the negative and positive effects on the chosen brand, and their way of dealing with this unique situation

Introduction
 In the last century, humankind went through a few disastrous events, including wars, natural disasters, and financial crises, although they were more or less geographically contained in certain areas. This pandemic was worldwide spread, leaving no place unaffected, revving havoc on every level, and the world was unprepared to fight it. The disruption that the global economy met was enormous, with no previous experience and no clear ways of dealing with it.
The economy has been affected by lengthy lockdowns worldwide and limitations on non-essential commodity imports and export, and consequently, raw material prices skyrocketed during the pandemic.  Decreased market capitalization will almost definitely expedite industrial growth, and some enterprises may go out of business unless they can obtain fresh financing. Changes in customer behaviour, such as changed mobility choices and online purchasing expectations, may linger beyond the crisis.
The effect of new EU CO2 emissions standards for 2020/21, as well as a need to shift more in the direction of online auto sales, were already creating instability in the business, but the COVID-19 situation had undoubtedly hastened that process and increased to the instability in the sector.
[bookmark: _Toc103257095][bookmark: _Toc103257640][bookmark: _Toc103285851] The COVID19 pandemic has focused attention on SCs and called into question more than 30 years of progress toward globalization. Furthermore, the pandemic coincided with the current trade wars between the United States and China, exposing the insecurity of GSCs and trading systems. It emphasizes the need for more resilient SC operations according to Feinmann ( 2020).






3.Effect of the Pandemic

Some of the greatest threats to the industry during the pandemic were the lockdowns, the disruption in the supply chain, and the production cut. 
3.1 Negative effects  
“Toyota Industries will take on new challenges to ensure sustainable growth in a time of increasing uncertainty while making Group-wide, concerted efforts to minimize the impact of the COVID-19 pandemic.” Stated the president of Toyota Motor Corporation- Akira Onishi. (2020) 
During the first lockdown in March 2020, a significant decline in production was inevitable. The industry was not prepared to respond to the lack of working force and supplies, thus resulting in major production disruption. The companies had to implement new strategies to respond to those challenges, creating a safe environment for their workers and customers. The closure of dealerships, the reduced staff in the manufacturing plants and the restrictions and safety protocols in the workplace led to slowing down the production and increasing the cost. Nevertheless, the interest in low emission and hybrid vehicles has increased and Toyota benefited from this trend. 
 According to the financial reports provided by the company, they not only didn’t suffer a great loss but also managed to get by much less affected than some of their competitors. The impact of the coronavirus (COVID-19) crisis will be strongly negative across the industry, affecting all major companies, but according to ‘Thematic Research: Automotive Sector Scorecard (2020),' Tesla and Toyota will emerge strongest from a field of 32 OEMs. 
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A great emphasis should be put on Supply Chain issues, as they proved to be quite severe. Toyota has some experience with finding solutions for this problem and ever since  March 11, 2011, earthquake and tsunami in Japan, Toyota suffered a severe supply shortfall and has subsequently stockpiled parts across the supply chain, including chips. In comparison to outside competitors such as Volkswagen and General Motors, this backup plan appears to have mitigated the impact of the recent chip shortage.  
After the initial plummet, many companies were unprepared for the sudden spike, as they were relying on getting their supply levels up after the confirmation of that demand. Although Toyota follows the JIT philosophy, where the theory is to have the bare minimum of inventory to meet the customer’s demand, they have learnt their lesson from the previous shortfalls and that helped them overcome the disruptions in the supply chain. Hyder, S.(2021).
In most recent events the conflict between Russia and Ukraine brought yet another problem for the automobile industry – a shortage of semiconductors. Post-Covid lot of manufacturers took a step towards finding suppliers close to home - ” On-shoring”, but that is not always possible, due to lack of natural resources, not enough demand or lack of experienced workers in the field.  What lesson was learnt is that the practice of cutting inventory across the supply chain is not efficient in case of such events. Many companies have already taken action towards stockpiling palladium and neon, the two main components of the semiconductors, mainly sourcing in Russia.  Kilpatrick, J. (2022)
Another downfall was the decline in income on a global scale due to the pandemic. As it is well known, the bigger the income, the bigger the buying powers of the customers. This situation radically improved in 2021 after the easing of the restrictions and business went back to normal.
In conclusion, the companies faced many great challenges with no clear outcome and had to be quick on their feet to fight for their place in the global market. Toyota’s leadership and management proved to be able to find quick and effective solutions to these issues.
In March 2021, Toyota reported a record  $8.2 billion profit for the fiscal first quarter, once again proving the Japanese automaker’s resilience even in the midst of the coronavirus pandemic. Kageyama, Y. (2021)

3.2. Positive effects 
Despite all the negative impacts of the virus on the industry, there are some positive outcomes too. Some of them are closely related to the megatrends in the car business, like digitalization, urbanization, sustainability and connectivity to name a few.
Closing the dealerships during lockdowns shifted the focus on creating online showrooms, something Tesla has experience in as they do not have physical dealerships. Most of the companies reacted quickly and created platforms for the customers to be able to communicate with the sales teams and gain information about their products. Toyota was one of the first companies to create virtual showrooms, where clients were able not only to view the range but also apply for financing, to order and replace spare parts too.
As mentioned in the previous report Toyota has been a leader in the market for hybrid cars, also setting goals by 2050 to produce a car with 0% emissions. One of the megatrends mentioned is environmental sustainability, and the company has been working tirelessly to achieve this goal.  Toyota is promoting measures based on six challenges to address global environmental issues such as climate change, water scarcity, resource depletion, and biodiversity loss, with the goal of reducing the negative environmental impacts of manufacturing and driving vehicles as close to zero as possible while making net positive societal impacts, according to Toyota environmental challenge 2050.

[image: A picture containing timeline

Description automatically generated]
Source: Toyota Motor Group 

4.Elements and factors for success in the industry 

This part of the report explains the importance and the connection of some of the megatrends with the constantly changing strategies for development within the company.  For the last couple of decades, the profit merely is not enough to keep the good name of the company. Especially in the automobile sector, further steps are required to sustain the reputation of the brand. Seen as the biggest risk to the environment, they had to change their view and look further to establishing social-environmental responsibility. 
There are a few types of CSR – environmental, social, philanthropic and economic. Stobiersky, T.(2021)

As mentioned above Toyota has been working tirelessly to achieve environmental sustainability, investing in new technologies and supporting different projects. As stated in their guiding principles, they are constantly pursuing safer, cleaner, and improved technologies that satisfy the evolving needs of society for sustainable mobility. In shifting from being an automobile manufacturer to a mobility company, Toyota is working with stakeholders to contribute to society in more diverse ways.
Social responsibility is a key element and the company established good practice of not only engaging with the local community but also creating and supporting different initiatives. Some of them are employee support, social welfare and youth development, thus creating an excellent work atmosphere and allowing personal and professional growth. 
“ Wherever we do business, we actively promote and engage, both individually and with partners, in social contribution activities that help strengthen communities and contribute to the enrichment of society” Toyota Social Contribution Policy
Toyota is well known for its philanthropy, as ever since the company was established the motto is Happiness for all, they are taking serious part in many charity organisations, educational and environmental activities. Supporting and helping not only the local community but also around the globe. They created a $100 m grant in the US for advancement in the educational field alone. 
 Economic responsibilities are focused on practices that help the long term growth of the business. Some of them are using recycled materials, eco-friendly materials and the development of recycling technology to cut the cost and also help the environment.
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Source: Toyota Motor Group Corporation


The automobile industry has a huge consumer market and employs millions of people, ergo a big concentration of players who entered this business due to its lucrative opportunities. 
To ensure satisfaction and trust from its stakeholders Toyota embraced the CSR  approach to address their concerns and deal with arising issues.
One of the key factors for success in the industry is stakeholder management. Creating a good relationship with the company’s stakeholders is a must; Toyota follows a transparent attitude not only with the stakeholders but also with its shareholder, thus building positive relationships with them all. Further to the above, the company is in constant dialogue with both stakeholders and shareholders, creating a system for audit on all levels to ensure the properly established relations are contributing to their sustainable growth. Corporate governance of TMC (2021).
  Mendelow’s Matrix shows that as much the stakeholders are one entity, the company should address their needs separately, and should not deal with all in the same manner. In this way, analysation of the power of the stakeholders on an individual basis is possible through dividing into four groups according to their powers.
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 Conclusion

In conclusion, the results of this discussion are showing that now the industry is not led only by making big profits, but also by following environmentally friendly policies. Investing in new technologies, ways to reduce emissions and recycling now are taking a big part in the automobile sector. Toyota was well prepared and didn’t suffer much loss, once again due to the fact that the customers shifted their interest in hybrid and low emission cars, as well as decisive management, who was able to go along with the changes and take control over the situation. Since the company was created, they are following Toyota’s principles and once again proved that the industry can follow suit and learn from them.  Being loyal to stakeholders and shareholders, giving back to the community and investing in the environment are the winning points for the brand. 
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