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[bookmark: _Toc89383474][bookmark: _Toc89383550]1.0 Introduction 
The Covid-19 pandemic has created a disastrous situation for the humanity and global economy since its emergence. Notably, different tactics utilised in reducing coronavirus infection and mortalities have negatively impacted national and global economies. Flattening the coronavirus pandemic curve has forced governments to implement measures like lockdowns, travel restrictions, and international borders shut down. Governments have further urged corporations to implement social distancing, remote working, and temporary operation suspension to reduce infection and mortality rates. Implementing these intervention strategies has unsettled value chains for corporations operating in crucial industries, including the automotive industry (Kufelová & Raková 2020). Specifically, reduced productivity, diminishing product demands, supply chain disruption, and temporary closure associated with intervention strategies’ implementation have significantly distressed motor vehicle manufacturers.  
[bookmark: _Toc89383475][bookmark: _Toc89383551]2.0 The Automotive Industry   
The automotive industry represents a crucial industry that promotes the prosperity and economic growth of a nation. Automobile manufacturing revolves around the production of commercial vehicles, farm equipment, trucks, buses, motorcycle, sport utility vehicles, vans, pickups, passenger cars, and various automobile components. Automobile manufacturers like Toyota produce motor vehicle components like batteries, tires, bodies, and engines. The expanding global automotive industry has led to the growth of ancillary industries like tourism, transport, and oil industries. Hence, the automobile industry generates huge income for nations involved in automobile manufacturing. Particularly, the automobile industry contributes significantly to gross domestic product (GDP) for China (10%), the US (3.5%), European nations (7%), and Japan (2.5%). In China, the automotive industry employs around 5 million individuals and creates revenues exceeding 10 percent of the total GDP. Therefore, the industry disruption by the coronavirus pandemic has negatively affected the economies of nations globally. 
The global automotive industry was undergoing a recovery process before the coronavirus turned pandemic in 2020. Specifically, the 2007/2008 financial crisis exposed the global automotive immense pressure due to consumption variation. The global financial crisis triggered the emergence of environmental concerns and skyrocketing fuel prices that created consumer taste dynamism. Particularly, economic problems associated with the financial crisis reduced the purchase of fuel-guzzling vehicles due to their fuel inefficiency. Instead, consumers started purchasing fuel-efficient cars to reduce fuel consumption and travel expenditure. The abrupt change occurring in the industry forced companies to adopt a diversification strategy in accommodating hybrid vehicles. Manufacturers that failed to adopt fuel efficient motor vehicles experienced challenges in maximising revenues and profit margins. Reluctant manufacturers assumed that fuel prices would eventually reduce, thus increasing fuel-guzzling vehicles’ purchases. 
Therefore, the Covid-19 pandemic emerged when the automotive industry was still experiencing a slow growth rate. Total product blocks and lockdown happening in March-May 2020 weakened the industry further. The weakening global automotive industry in 2020 was characterised by sales shrinkage, vehicle production reduction, and overall decline. For instance, global automobile sales dropped by approximately 15 percent in 2020 due to operation suspension and lockdown (Faist 2021). The fact that around 78 million vehicles were produced in 2020 marks a 16 percent decline relative to 2019 (Faist 2021). Operation suspension in Chinese assembly lines generated serious consequences on the global automobile market. The situation happened since China is ranked among major vehicle producing nations globally alongside Germany and Japan. The deteriorating automotive industry has exposed motor vehicles manufacturers like Ford, Toyota, General Motors, and Volkswagen to serious financial constraints. 
[image: ]
https://www.faistgroup.com/news/covid-19-impact-automotive-industry/
The consistent automotive industry decline during the pandemic is evidenced by the consistent decline in sales volume for different vehicle manufacturers. For example’s Toyota’s declined by around 22.6 percent in 2020 alone (Faist 2021). The combined sale for seven Japanese companies, including Mazda, Nissan, and Toyota, reduced by about 7.3 percent between 2016 and 2020 (Faist 2021). A similar decline in annual sales was witnessed among Korean and German car manufacturers in 2020. Operation suspension in a Hyundai to reduce coronavirus infection rate created a huge decline in sales volumes. Hyundai suspended operations in its Nosovice plant in 2020 to protect its employees from the coronavirus. The decline necessitates the implementation of intervention strategies to address financial constraints in the companies. 
[bookmark: _Toc89383476][bookmark: _Toc89383552]3.0 The Demand and Supply Variation
The Covid-19 pandemic led to the decline in supply and demand for motor vehicles in the global automobile market. The situation following the coronavirus outbreak has created a demand shock in the automotive industry. The pandemic has created a serious challenge for car manufacturers due to the absence of unclear recovery timelines. Currently, governments have retained control and prevention measures to reduce infection rates and minimise operation disruptions. The self-isolation and self-protection strategies have encouraged employees to enter the remote-working strategy. Evidently, remote working and social distancing measures have proved difficult to implement in manufacturing companies. The automotive companies’ labour and capital intensive characteristic has made remote working very inefficient. As a result, the companies have failed to utilise their workforces effectively in optimising their productivity. The workforce engagement dilemma faced by these companies has reduced vehicle production and distribution. The delivery delay associated with travel restriction and border closure has further slowed down the motor vehicle distribution rate internationally. 
The automobile demand decline in the global market has further exposed vehicle manufacturers to a challenge in increasing their revenues. For instance, car sales within the Chinese market reduced by around 40% in March 2020. A forecast performed in 2020 estimated that global vehicles sales would reduce from 73 million to 97 million cars between 2021 and 2017 (Faist 2021). In general, the automobile sales volume was expected to decline by 13.8 percent between 2019 and 2022 (Faist 2021). The sales reduction situation experience in the global market is associated with consumer behaviour dynamics (Hoeft 2021). The rapidly changing consumer behaviour generates a huge impact on motor vehicles’ demand and sales in the market. Additional factors influencing global automobile demand are product innovation, fuel prices, per capita income, and vehicle prices. Financial challenges associated with the pandemic encouraged people to acquire cheap and fuel-efficient vehicles. Offering fuel efficient vehicles at low prices has allowed Toyota Motor Corporation to generate revenues of $272.031 billion, $275.356 billion, and $255.817 billion in 2019, 2020, and 2021, respectively. Fuel efficiency encourages people to invest in cars that offer them cost saving opportunities. 
[bookmark: _Toc89383477][bookmark: _Toc89383553]4.0 Impact on Various Stakeholders 
The Covid-19 pandemic has affected different stakeholders in the automobile industry, including auto dealers, auto suppliers, finance companies, and employees. First, auto dealers have experienced challenges in transporting vehicles to their clients due to movement restrictions and lockdowns. Delivery delays associated with these intervention strategies has created huge financial losses for auto dealers. Secondly, the coronavirus pandemic and intervention strategies have created negative consequences on auto suppliers. Delays and disruptions in components and materials supply have created operation problems in car manufacturing companies. Third, financial companies have experienced a huge burden in dealing with recovering loans offered to various automobile manufacturers. Financial companies are expected to encounter issues associated with loan repayment evasion from customers and investors in the automotive industry. Finally, the coronavirus pandemic has subjected employees in automakers to new working challenges. For instance, employees have experienced challenges in adapting to remote work processes. Retrenchment and pay cuts associated with a tough economic situation have exposed automakers to a challenge in motivating employees. 
[bookmark: _Toc89383478][bookmark: _Toc89383554]5.0 Supply Chain Management Issues 
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Automobiles’ supply chain features are classified based on goods characteristics, human movement, goods movement, and production systems. Production systems analysis for automotive manufacturing companies indicates that labour-intensive components production happens within geographically concentrated areas. Maritime transportation system is utilised in transporting heavy automobiles in international trade scenarios. The electric vehicles emergence has led to the development of new production strategies (Hensley et al. 2021). Particularly, the modular production process is used in creating standard components for electric vehicles. The modular production strategy allows the company to use few components in producing vehicles, which makes electric cars production more efficient than conventional vehicles production. Notably, the coronavirus emergence exposed automotive supply chain components to numerous unforeseen problems (Nayak et al., 2021). Major automotive supply chain challenges associated with the coronavirus pandemic are raw material shortages, labour deficits, output reduction, and OEM shutdowns. Every manufacturer is currently fearing that the coronavirus pandemic will negatively impact business outlook and supplier operation. 
The automotive supply chain complexity has made coronavirus a serious threat among automotive companies. Notably, the interconnected characteristic of the auto industry increases the complexity of supply chain problems. The globally interconnected supply chain means that a minor issue at a specific point can exert immense on the whole industry (Pató & Herczeg 2020). For instance, a factory closure happening in China can create operation termination in European automotive companies. The situation happens since vehicle manufacturers sources components from different nations globally. Hence, missing components mean can result in order processing delays among manufacturers. In this regard, car manufactures should revise their logistical frameworks to address issues associated with materials or components sourcing. Creating flexible supply chains can support automobile manufacturers in addressing component supply delays. Creating flexible supply chains can also support organisations in handling challenging situations associated with future pandemics. 
Currently, the chip shortage problem during the coronavirus pandemic has created serious disruptions in the global automotive industry. The chip shortage problem in the global automotive industry emerged in mid-2020 hence disrupting operations. The fact that multiple chips are utilised in making a single car makes chips shortage a serious problem among manufacturers. The chip shortage problem forced automobile manufacturers to suspend operations in mid-2020. For example, the chip shortage forced Toyota and Volkswagen to close some Guangzhou and Chengdu production lines. Similarly, the chip shortage forced Fiat Chrysler to temporarily halt operations in Canada and Mexico. The chip shortage problem further forced Daimler and Nissan to suspend operations in Europe and Japan. Notably, the situation happened since the coronavirus lowered global chip production by 88 percent. 
[bookmark: _Toc89383555]6.0 Addressing Future Pandemic Challenges 
Automobile manufacturers should explore different strategies for handling problems associated with future pandemics. Various strategies manufacturers can employ in dealing with future environmental challenges are online selling, collaboration, manufacturing discipline maintenance, and technological transformation. First, online selling can support automotive companies in improving service delivery to their clients (Vitale et al. 2020). Creating e-commerce platforms can allow manufacturers to offer their clients benefits like 24/4 service, immediate results, and online pre-approval. Second, improving collaboration in supply chains can support companies in improving customer services. Car manufacturers can collaborate with dealers in accelerating the adoption of online selling platforms. Thirdly, maintaining manufacturing discipline can allow manufacturers to produce vehicles that meet clients’ needs. The tactic can allow manufacturers in restarting production easily and quickly using agile tactics. Finally, technology adoption can support manufacturers in improving product quality and lowering operational costs. 
[bookmark: _Toc89383556]7.0 Conclusion 
The coronavirus pandemic has exerted immense pressure on the global automotive industry. Lockdowns, travel restrictions, and international borders shutdown have created serious disruption on the supply chain. The intervention strategies have disrupted raw material acquisition and finished product distribution to clients. The tough economic situation created by the pandemic has reduced products demand in the automotive industry. The automotive industry deterioration during the pandemic is evidenced by sales reduction and operation suspension. The interconnection existing between different elements of the automotive industry increase complexity of issues within the system. Implementing strategies like online selling, collaboration, manufacturing discipline maintenance, and technological transformation can allow automobile manufacturers to deal with future market challenges.









[bookmark: _Toc89383479][bookmark: _Toc89383557][bookmark: _GoBack]8.0 Bibliography 
Faist, 2021. COVID-19’s impact on the automotive industry worldwide. Faistgroup.com. 
https://www.faistgroup.com/news/covid-19-impact-automotive-industry/
Hensley, R., Maurer, I., & Padhi, A., 2021. How the automotive industry is accelerating out of 
the turn. McKinsey & Company. https://www.mckinsey.com/industries/automotive-and-assembly/our-insights/how-the-automotive-industry-is-accelerating-out-of-the-turn
Hoeft, F., 2021. The case of sales in the automotive industry during the COVID‐19 pandemic. 
Strategic Change, 30(2), pp.117-125.
Kufelová, I. and Raková, M., 2020. Impact of the Covid-19 pandemic on the automotive industry 
in Slovakia and selected countries. In SHS Web of Conferences (Vol. 83, p. 01040). EDP Sciences.
Nayak, J., Mishra, M., Naik, B., Swapnarekha, H., Cengiz, K. and Shanmuganathan, V., 2021. 
An impact study of COVID‐19 on six different industries: Automobile, energy and power, agriculture, education, travel and tourism and consumer electronics. Expert systems.
Pató, B.S.G. and Herczeg, M., 2020. The Effect of the Covid-19 on the Automotive Supply 
Chains. Studia Universitatis Babes-Bolyai, 65(2), pp.1-11
Vitale,J., Bowman, K., Robinson, R., 2020. How the pandemic is changing the future of 
automotive: Restarting the global automotive engine. Deloitte Insights contributors. 

image2.png
Estimated worldwide motor vehicle production from 2000 to 2020 (in m

110
100
: 90
g 80
%j 70
3
60
50
Source
ocA

©Statista 2021

Additional Information:
Worldwide; 2000 to 2020





image3.png
mpact o:
Covid-19
on
Automobil
e Industry




image1.png




