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1. INTRODUCTION. UK Automobile Industry 

	The automobile industry plays a major and important role in the economy of the United Kingdom and is also a relevant employer as is responsible for over 800,000 jobs. 
According to a SMMT report (2021), in 2019, the automobile sector has reported a turnover of approximately £79 billion and Gross Added Value (GVA) of £15.3 billion.
Although the car industry has had a considerable development between 2008 and 2016, starting with 2017 this trend was observed to decrease. (ONS, 2020).
	The car manufacturing industry is also a very important sector for export, with about 40% of the automobile exported originating from West Midlands. Within this area there can be found over 400 automobile manufacturing companies and also some of the leaders in the market – Jaguar or Aston Martin. 
As well, the car industry is strongly connected with other important manufacturing sectors, such as engineering, innovation, metals and plastics. 


2. IMPACT OF COVID-19

Unfortunately, because of the Covid-19 restrictions, United Kingdom’s car industry was forced to halt the production, a measure that has seriously affected the demand and supply chain for the other sectors as well, together with the Brexit scheme being implemented. 
	In 2020, an important number of car manufacturing companies were forced to close their plants, all because of multiple causes such as, health and safety measures to reduce the spread of the virus, delay or shortage in supplies as production in Asia was closed and considerable reduced demand. 
	According to Qamar et al. (2020) more than 20 important automobile manufacturing companies are subjected to a higher risk because of relatively low cash flow ratios. 
Some of the most recent numbers for the 3rd quarter of 2020 are showing that the UK economy is approx. 10% lower compared to pre-pandemic times, which is twice as higher than the decline observed in Europe or in USA. 
A significant decrease for UK was noticed in 2nd trimester and is about 20.4%, more than double of the average of 9.9% from OECD (Organisation for Economic Co-operation and Development). 
As it can be seen in the table below, according to SMMT (Society of Motor Manufacturers and Traders, 2022), car manufacturing sector in United Kingdom was seriously affected and recorded a decrease of 29.3% for 2020, respectively 28.5% for 2021, which is the lowest output in approximately 40 years.
Although the manufacturing for United Kingdom and export markets has decreased -30.4%, respectively -29.1%, around 8 out 10 cars are still directed abroad.

Table 1. UK automobile production for year 2020
	FULL Year
	Year to year change

	NEW CAR MANUFACTURING : 920,900
	-29.3%

	HOME: 171,900
	-30.4%

	EXPORT: 749,000
	-29.1%



The end of 2020, first year of Covid-19, has recorded a number of 71,403 vehicles, 2.3% less than the year before, with most of the companies troubled by frontier termination and thus problems in supplying vital components. 

Table 2. Comparison of car manufacturing between 2019 and 2020
	AUTOMOBILE MANUFACTURING

	
	DEC. 2019
	DEC. 2020
	% change
	Year 2019
	Year 2020
	% change

	Total
	73080
	71403
	-2.3
	1303135
	920928
	-29.3

	Internal market
	11091
	16785
	+51.3
	247138
	171890
	-30.4

	Export
	61989
	54618
	-11.9
	1055997
	749038
	-29.1

	% export
	84.8
	76.5
	
	81.0
	81.3
	



	As it was mentioned earlier, even in the middle of Covid-19 pandemic, the most important part for UK automobile industry was the export, with more than 80% of all vehicles being shipped outside UK. As it is extremely important to avoid new tax regulations with Europe since Brexit, the largest export destination for United Kingdom’s car manufacturers has continued to be EU with 53.5%, even though the figures have decreased by 30.8% to 400,460.

Table 3 Top export destinations
	EU
	53.5%

	USA
	17.7%

	China
	7.6%

	Japan
	3.5%

	Turkey
	2.6%

	Australia
	2.1%

	South Korea
	1.7%

	Canada
	1.5%

	Russia
	1.1%

	Israel
	1.0%



Below is presented the change that the most important car manufacturers have suffered, with Vauxhall Astra having the steepest fall of approximately 50% in 2020.
[image: https://www.smmt.co.uk/wp-content/uploads/sites/2/Manufacturing-of-cars-in-the-UK-brand-table-2020.png]
Fig. 1. Most important automobile manufacturing companies in UK

Although the UK’s economy was still mourning, the automobile industry kept producing alternative powered vehicles such as: battery electric (BEV), plug-hybrid (PHEV), hybrid vehicles (HEV) for both internal and external customers. 
The total manufacturing of all the above models was reported to be around 19% of all vehicles produced in UK, a 25% increase compared to the year before. All together, in the United Kingdom was registered a number of 173,000 alternatively powered cars, with 80% of them subjected to export, showing UK’s current capability to manufacture the vehicles essential to an eco-friendly future with zero emissions.
[image: https://www.smmt.co.uk/wp-content/uploads/sites/2/SMMT-UK-car-manufacturing-1972-2020.png]
Fig. 2 Representation of UK automobile production from last 5 years and 1972 (record)
	
According to SMMT Chief Executive (2022), these numbers presented above (Fig. 2) are really alarming and it represents the devastating effect of Covid-19 pandemic over the car industry production in UK. 
	However, there is a lot more optimism within the industry, as starting with 2021 there is a vaccination scheme available in the market and the trading legislation with EU market are clearer.
	A very important goal for the automobile industry would be to adjust to the new circumstances, which will be helpful in overcoming the supplementary customs duties and recover its place in the global market. As the majority of car manufacturers are looking to produce zero-emission automobiles, they will maintain their business relations with the authorities for attracting worthy investors in the production of batteries and also supporting future jobs and helping the national economy to increase.
	


3. CHANGING TRENDS

Although this Covid-19 pandemic has determined significant disturbance through industries in UK, the most affected seems to be the automobile sector. As an example, in April 2020 when the authorities decided to put the country in lockdown, the registrations for new automobiles almost disappeared as it dropped by 97%. (PwC Research QuantiBus, 2020)
Because during this pandemic the government kept easing the restrictions but reemploying them randomly, people have developed an uncertainty and the perspective for the automobile demand has decreased compared to pre-pandemic times. 
As an example, of the people that were looking to purchase a new car before Covid, around 22.1% do not want to buy anymore and about 35% have doubts about their decision. 
Among the potential buyers, there is a new category that did not have the intention of buying before, this way reducing the decline in demand to approx. 18%.

3.1. THE IMPACT OF FLUCTUATING HOUSEHOLD REVENUE 

Because of Covid-19, in many properties it was observed a decreased income, savings were spent and reduced possibility to access credits and this fact has led to a significant decrease in the intention to buy compared to pre-pandemic period. 
In comparison, there is expected a spending retribution from the households with secure, high revenues that have saved money due to their better living costs. The demand for automobile purchase has been reported of around 18% for this type of households.
However, the impact of the pandemic has been unfavorable, as around 8% of people that initially showed their intention to buy can no longer afford it and also approx. 14% think that is not necessary anymore to purchase.
[image: ]
Fig. 3: Vehicle purchase intention for UK households by income bracket

3.2. CONCERNS FOR PUBLIC TRANSPORTATION AND FLIGHT TRAVELLING

As the Covid-19 cases are rising again, which means that the risk of infection is considered significantly higher, the people will try to reduce their exposure until further notice. With the UK weather being colder and unstable, the population is looking towards a better alternative for walking or using bicycles or electric scooters. (PwC Research QuantiBus, 2020)
Approximately 66% percent of those people that are looking for an alternative to public transportation are planning to purchase a vehicle, which could lead to possible boost in the automobile usage and sales.

[image: ]
Fig. 4 Changing preferences due to COVID-19

3.3 MINIMUM MOVEMENT AND WORKING REMOTELY

Because many companies have decided to continue to let their employees to work from home, this resulted in a decreased desire of commuting. In the same time, various local authorities have instituted, or extended, several restrictions for the access of non-commercial vehicles in the respective towns or cities. 
A lot of the people that were intending to purchase a vehicle before Covid-19 have changed their mind, currently 57% are not confident or do not want to buy anymore.
A considerable change was observed in the demand for mixed vehicle and because there was announced a tax break for eco-friendly cars (zero-emissions), a high number of customers are looking to purchase electric/hybrid automobiles (probably people with higher revenues). 

[image: ]
Fig. 5 Powertrain demand, pre-pandemic and October 2020


[bookmark: _GoBack]4. SURVIVAL AND SUCCESSFUL STRATEGIES

4.1. DIGITALIZATION 

Currently, probably the highest number ever of potential customers is following the online purchasing channels to get in contact with businesses from every industry. This particular feature is really important, because having a significant presence on social media could lead to a development for every business.
Prior to the Covid-19 pandemic, the majority of the car manufacturing companies were skeptical regarding social media and digital channels, while businesses from the other industries were adopting this idea and looking forward to a successful future. 
According to Hofstätter et al. (2020) the automobile manufacturing companies have a clear requirement to digitize, because the car industry has reported a lower score compared to other businesses. The majority of industries have agreed that using applications for remote selling is fundamental for their future in the market, while other companies have already prepared for that due to customer demand.
The Covid-19 pandemic drastic restrictions have affected the car industry, but also have influenced it and made it realize how important is to choose a digital strategy. As an example, because of the pandemic, China has reported a 80% loss of its automobile sales; but, thanks to digitalization, an American company that produces electric cars has obtained 10% more in profit with the help of its online shop, contact free driving tests or delivering automobiles to the customers.

4.2 ELECTRICAL VEHICLES

According to a Deloitte article (2019), the market for battery electric automobiles is finally reaching a turn-over point, after a long time being considered a margin technology, all thanks to current technological innovations, better perception of customers and authorities that have embraced the idea of electrical cars.
In the last couple of years, people have started to realise the importance of zero-emission vehicles, 2017 being representative with more than 1 million cars were sold, also 2018 when where reported more than 2 million EV automobiles.
	Due to a current developing request for electric vehicles, the manufacturers of original car equipment are following different strategies with more or less success. Although there is a strong competition within the Original Equipment Manufacturers (OEM) market, they are also facing some serious competition from less known companies from China, a collaboration of start-ups or even companies from different industry
Deloitte is considering 2022 as being a landmark for the EV market, because the value of a battery EV is close to the companies that are producing regular combustion vehicles, so owning a BEV is more realistic and any new automobile buyer will be able to afford it.
In order to maintain their important role in the industry, OEMs are somehow forced to make significant investments in the future market to advance their electric car business, but also to implement innovative marketing strategies and finding appropriate partners that would offer the right support.

5. CONCLUSIONS 

COVID-19 pandemic has seriously affected the UK economy. Most of the businesses in every industry, especially car manufacturing, have reported huge losses, plants closed, employees furloughed but there are still important challenges to be taken into account. 
The car manufacturing sector in the United Kingdom was seriously affected and recorded a decrease of 29.3% for 2020, respectively 28.5% for 2021, which is the lowest output in approximately 40 years.
In the last 5 years, the automobile manufacturing companies have realized how important is to accept the digitalization path, as the car industry is behind other businesses.
The market for battery electric automobiles is reaching a turn-over point, thanks to current technological innovations, better perception of customers, which started to realise the importance of zero-emission vehicles.
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Manufacturer Model range Location 2019 2020 %
change
Jaguar Land Rover F-type, F-Pace, XE, XF, Castle Bromwich / 385,197 : 243,908 -36.7%

XJ, Discovery, ¢ Halewood / :

Discovery Sport, Solihull

Range Rover Evogue,

Range Rover,

Range Rover Sport,

Range Rover Velar :
Nissan Juke, LEAF, Sunderland 346,535 : 245,649 -29.1%

Qashgai
MINI MINI, MINI Clubman Oxford 221,928 175,736 -20.8%
Toyota Corolla Burnaston-Derby 148,106 116,261 -21.5%
Honda Civic Swindon 108,876 69,366 -36.3%
Vauxhall Astra Ellesmere Port 61,737 32,234 -47.8%
Others* 30,756 37,774 22.8%
All makes 1,303,135 920,928 -29.3%

* includes Citroen and Peugeot products made at IBC Luton and Suzuki product manufactured at Toyota Burnaston




