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Assessment 2: Environmental Analysis of the Global Automotive Industry
[bookmark: _Toc92887462]Introduction
The global covid-19 pandemic that broke out and spread rapidly worldwide since the start of 2020 has had widespread impacts of every aspect of human life and all sectors of the global economy. While the pandemic initially erupted in China, its rapid spread in the highly networked and integrated global economy meant that its impacts in specific geographical areas were felt worldwide, with entire sectors and industries experiencing immense pressure from the pandemic. The widespread transmission of the Covid-19 virus, rising morbidity and mortality, and the resultant contagion has forced governments worldwide to implement diverse mitigation measures to reduce the devastation caused by the pandemic on people and entire economies. Lockdowns of entire economies, global and national travel restrictions, workplace closures, and social distancing requirements, among other pandemic responses, as well as the resulting economic meltdown have had tremendous impacts of diverse industries and economic sectors, including the global automotive industry (Faist, 2021; Klein et al., 2021). The pandemic ‘s impacts on the industry, including constrained consumer demand, production challenges, considerable disruptions in global supply chains, reduced firm value on financial markets, rising liquidity and project funding problems, and other adverse effects have not only disrupted operations, but also effected auto-manufacturers’ short- and medium-term recovery and growth.
[bookmark: _Toc92887463]Historical Industry Growth and Impacts on Consumer Demand , Supply, and Profits
The pandemic created a sudden halt to the almost a decade of considerable expansion in the global automotive industry. Following the Great Recession that resulted in severe economic turndowns in most of the world’s leading economies, the global automotive sector experienced a severe and rapid decline in growth between the years 2007 and 2009, with consumer vehicle sales and production scaling down significantly in the years. The double-digit year-on-year growth rates experienced by the global automotive industry in the aftermath of the Great Recession, however, were disrupted by the global COVID-19 pandemic that started during the first trimester of 2020. As indicated by Faist (2021), the industry was already experiencing considerable challenges shortly prior to the pandemic in 2019 when global automotive sales had begun slipping considerably due to a multiplicity of factors, including but not limited to auto-manufacturers’ high financing costs, a slowdown in car fleet demand, and fleet market saturation worldwide. Multiple factors, including the covid-19 induced economic recession in the major global automotive markets, reduced demand for vehicles as people travelled less due to the pandemic’s contagion and adherence to government pandemic mitigation directives restricting travel and free movement, among others, clearly brought the decade long trend of industry growth in the global automotive market in 2020. Although the relaxed pandemic mitigation measures, reopening of many economies, and the development and increased distribution of vaccines globally contributed have aided an initial economic recovery since the mid-2021, initial forecasts suggest that the industry’s sluggish recovery from the pandemic will be inadequate to make up for the decline in the industry’s growth linked to the pandemic (Faist, 2021; Economist Intelligence Unit (IEU), 2021). 
The pandemic exposed the global automotive industry to unprecedented consumer demand and production shocks. After the period of considerable growth, the covid-19 pandemic hit the industry hard starting from the first quarter of 2020. According to Klein et al. (2021), the pandemic drove major economies in the OECD and elsewhere across the globe into deep recession, consequently truncating consumer demand for new cars from EU countries and other markets in the global industry.  The industry’s reliance on discretionally consumer spending means that, during times of economic crises, declining consumer incomes, economic uncertainly, and declining consumer confidence typically contribute to a considerable consumer demand slump for passenger cars (Klein  et al., 2021; Deloitte, 2020). As reflected Figure 1 below, changes in consumer demand for cars, represented by the number of new car registrations, often move in line with the changes in business circles. Global automotive sales suffered severely from the lockdown measures implemented by many governments worldwide, including business closures and economic slowdowns, as well as reduced consumers’ needs for road mobility.  As a global automotive manufacturer and seller popular car models in most of the world’s leading markets, Jaguar Land Rover experienced a slump in sales. The pandemic constrained the company’s growth in 2020, with the latest annual report demonstrating a 14% drop in revenues from the previous year’s£22.9 billion to £19.7 billion (Jaguar Land Rover, 2021).  
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Figure 1: Car sales declines during the covid-19 lockdowns (Adapted from Klein  et al., 2021)
Global car production has declined considerably during the entire period of the pandemic. Global auto manufacturer’s levels of new car production are typically pegged on levels and the prevailing consumer demand and the predicted changes in demand based on external changes in the economy, the business cycle, and global trade. The evidence suggests that with declining global trade during the pandemic, most of the world’s leading vehicle manufacturers cut down their production activities considerably during the pandemic. Figure 2 below affirms the severity of the pandemic’s impact on the global automotive industry’s total production in 2020. Other factors linked to the pandemic equally led to the noticeable declines in new vehicle production that has persisted since the first quarter of 2020 during the global pandemic’s outbreak and initial rapid spread worldwide (Statista, 2022). Economic lockdowns, contagion, and many firms’ responses to the declining demand for new vehicles, for instance, contributed to many production facilities’ closures, with the remaining plants operating at a fraction of normal capacity (Klein et al., 2021). As suggested by Deloitte (2020), strategic decisions to rationalise and consolidate manufacturing capacity and some player’s exits from unprofitable global markets and car segments might have contributed significantly to the slump in production in the global industry
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Figure 2: Historical estimates of total global car production annually (2000-2020) (Source: Statista, 2022)
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The pandemic has caused lasting problems in the global supply chains for the automotive industry.  As a result of most global economies slowing down considerably from the pandemic, declining global trade, prolonged truncation in consumer demand for new vehicles, and declining new vehicle production by auto manufacturers, most of the global supply chains for car parts, raw materials, and vehicle delivery have experienced severe shocks in the past two years. According to Deloitte (2020) the problems in the industry’s global supply chains began with the initial concerns about problems in China’s car part exports as the pandemic started initially in China, which is currently the world’s leading supplier market for car parts and other critical components used to assemble and make some of the world’s leading vehicle brands. The closure of many assembly plants in Europe, North America, China, and other major markets as governments responded expeditiously to the pandemic created considerable supply chain problems that, despite the increased reopening of economies and recovering consumer demand, might take long to return to the pre-pandemic normal. The severe impacts of the pandemic on global supply chains are currently manifested in the worldwide chip shortage crisis in the automotive industry where many car manufacturers have been forced to close some manufacturing operations because as they face challenges obtaining the key components in vehicle production. For instance, Jaguar Land Rover had to suspend production at the Castle Bromwich and Halewood plants, which are some of their major manufacturing plants in the UK , earlier on in 2021 because of the persistent chip supply problems faced by the firm (Sillars, 2021). From AlixPartner’s projections, Wayland (2021) reports the global semiconductor chip shortage will reportedly cost the industry approximately US$210 billion in total revenues in 2021. Hence, business disruptions caused by the pandemics adverse impacts on the global automotive industry’s supply chains continue to create significant losses for many of the industry’s players. 
[bookmark: _Toc92887465]Automotive Industry Stakeholders
Other industry stakeholders have equally experienced the adverse effects of the pandemic. The global integration of the automotive industry with other sectors means that the pressures felt by global automotive firms from the pandemic are likely to spread elsewhere. In a market projections report produced during the first quarter of 2020, a Deloitte report warned that automotive market suppliers would face intensifying liquidity pressures because of the declining consumer demand across the globe, consequently compelling suppliers to exit production with dire impacts on global supply chains. While global supply chains have so far demonstrated considerable resilience, declining consumer demand and production, particularly during the first and second trimesters of 2020, caused considerable losses for many automotive industry suppliers and contractors who had to suspend operations (Klein et al., 2021). Employment in the sector also declined in reaction to the demand and production shocks that rocked the globally integrated automotive industry and its supply chains. With most automotive manufacturers scaling down manufacturing to rationalise production by either shutting down entire plants or running below normal capacity, a considerable number of people employed in diverse capacities in the automotive sector lost their jobs. Reporting for the Guardian newspaper in October 2020, Jolly (2020) identified Jaguar Land Rover as one of the UK’s largest auto manufacturers experiencing sluggish recovery from the pandemic, with more than 3000 of their workers still furloughed. Covid-19 has continued to affect the company’s retailers adversely, with a considerable number of Jaguar Land Rover showrooms in the UK and Europe closing in response to the new wave of covid1-19 lockdowns (Jaguar Land Rover, 2021).  Therefore, the pandemic has had widespread impacts on the global automotive industry beyond its effects on global automotive manufacturers like Jaguar Land Rover. 
[bookmark: _Toc92887466]Survival and Success Factors In Consideration of Industry and Environment Megatrends
Global automotive manufacturers must be better prepared to deal with some of the problems more effectively during future pandemics. As currently constituted, the industry is too integrated and reliant on specific geographic markets for the key car parts and key components. To mitigate widespread supply chain risks, the industry must develop geographically diversified supply chains where the production of key components like semiconductor chips deconcentrated.  UK and European global automotive firms must invest in local chip production by promoting the industry’s growth through domestic subcontracting to reduce reliance on suppliers located in faraway markets in Malaysia and other Southeast Asian countries. For Jaguar Land Rover, developing and maintaining robust strategic partnerships with suppliers of electric car production to meet future demand surges post-pandemic would ensure the company remains proactive in handling supply chain risks created by any future pandemics. Optimising distribution and sales is equally recommended to deal with prolonged impacts of the pandemic and the adverse effects of future pandemics. Reducing overreliance on physical dealerships to sell is essential. European car manufacturers must transition towards multichannel retail to avoid similar problems in the future. This means adopting more innovative distribution strategies like e-commerce sales and virtual showrooms besides boosting sales in dealerships through more supportive manufacturer-dealership relationships to boost the resilience of auto manufacturer’s retail and distribution networks. Strengthening click and deliver services will help to boost online car sales in pandemics where lockdown measures prevent consumers from physically visiting stores to shop and purchase new cars. Creating robust financing partnerships will be essential to offer low to zero interest car purchase services to consumers to boost sales during economic turndowns resulting from future pandemics. Streamlining business models to make them more agile will allow firms to respond more effectively to sudden deeps in consumer demand by adjusting production without necessarily incurring high costs. Future success will depend on the ability of auto manufacturers to meet demand challenges without necessarily laying off a significant number of employees. Investing in cutting edge technologies will ensure production challenges are met in future lockdowns. 
[bookmark: _Toc92887467]Conclusions
The Covid-19 pandemic that started in 2020 has had devastating effects on business in general. The global automotive industry has not been spared, with the resulting economic recession in most of the world’s largest economies impacting consumer demand for new vehicles adversely.  A decade of recovery from the Great Recession was brought to a sudden halt when the pandemic spread worldwide, forcing governments to impose pandemic containment measures that contributed to considerable declines in demand and production. In a world where supply chains have growth intensely integrated, production challenges experienced in key supply markets spread to the rest of the world. As at the beginning of 2022, the industry is still reeling from the severe losses caused by a global semiconductor chip shortage caused by the pandemic-related disruptions in global supply chains.  Other stakeholders, including suppliers, employees, subcontractors, and car distributors were equally affected in disparate ways the pandemic. Proactively developing robust mitigation measures is essential to shield this critical industry and stakeholders from the adverse  impacts of f future pandemics.  
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