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The COVID-19 pandemic has affected almost all business industries and the automobile industry is one of those. This report aims at addressing different ways the pandemic affected the industry. The discussion is presented in two parts, in the first part, the impact of the pandemic in a different part of the automobile industry is identified and described. In the next part, survival and success factors for automobile companies are shown. Companies are struggling with their sales level and by adopting effective strategies they should be able to accelerate their sales revenue.

[bookmark: _Toc92614648][bookmark: _Toc92407176]Impact of the pandemic on the automobile industry 
The world economy includes the contribution of different industry and the automotive industry plays a significant role here. This industry is considered a critical component of economic growth for any country. Worldwide more than 14 million people have gotten employment from this industry and only in US and UK do more than 8 million people work in the automotive industry (Handfield, Graham and Burns, 2020). This industry contributes about 4% of GDP in the US and 7% in the UK. The COVID-19 pandemic had a severe impact on almost all the industry including the automotive industry (BBC News, 2022). There was a significant fall in vehicle sales and new vehicle production. During the pandemic outbreak, many organizations that were producing vehicle parts in China had to shut down their production. 
[bookmark: _Toc92614649]Impact on the supply chain process
Most of the suppliers of vehicle parts are from China. China was first affected by COVID-19 and the government of China decided to go for lockdown and shut down almost all the businesses (Radic, Radic, and Stevanovic, 2020). After China, the pandemic spread all over the world, and suppliers of different countries shut down their operations or placed their production process in quarantine. Different countries like UK, USA, and Germany started to bring trade and legal restrictions, close borders. These initiatives increased the shortage of raw materials for Vehicle manufacturing companies like Tesla and reduced the distribution of supply. More than 80% of automobile company’s raw materials are imported from China. The automobile manufacturing companies of the US are highly dependent on this country (Chris Isidore, 2022).  Due to the pandemic, the automobile industry was affected severely and this was one of the most crucial reasons. 
[bookmark: _Toc92614650]Shut down of manufacturing
Car manufacturing companies were getting limited raw materials supply and it was getting tough to maintain a Just-in-time production process. They were getting late to meet customers’ pre-orders. The government announced a couple of quarantine measures and it reduced the workforce significantly, these challenges lead a lot of companies to shut down their production (Chris Isidore, 2022). Giant companies like BMW, Toyota, and Honda had to temporarily shut down their factories due to the COVID-19 pandemic. Tesla’s main factory in California had to shut down its production for three weeks to slow the spread of COVID-19 (Guan et al., 2020). This factory of Tesla had more than 10,000 workers and produced 415,000 electric vehicles a year. They had to shut down their Shanghai plant as well for 10 weeks. 
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This industry always possesses huge amount cash flows as the price of vehicles is a significant amount. However, during the pandemic, production froze, shrinking GDP and income uncertainty led to a double-digit decrease in global sales. In 2020, the automotive industry witnessed a 20% fall in global car sales (Graham and Ozbilgin, 2021). The price of raw material increased, along with a fall in demand, and shut down of production affected the industry severely. Automotive companies were struggling to meet their short-term liabilities due to a lack of liquidity. Within a few months, the cash reserve was almost exhausted. 
[bookmark: _Toc92614652]Drop-in new vehicle sales
At the beginning of the pandemic period automobile companies didn’t shut down their production process as they had no idea that this virus will turn into such a pandemic. These new vehicles got stuck. The government started to issue an order for implementing curfews, closing factories, and offices (Almeida, 2020). These were causing loss of dealerships and companies had to cut off their short-time workers. These factors affected the sales growth and people were showing less interest in buying a new car at that moment. Ultimately automobile companies faced a significant drop in their sales number.
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China exports around $12 billion of vehicle parts to the USA and during the pandemic USA was the biggest victim of China’s export disruptions. Governments increased health and safety measures in borders for both land and sea (Almeida, 2020). These measures caused a delay in shipments and increased freight forwarders. The demand from original equipment manufacturers started to go down and a number of production sites had to stop their operations. Overall production of vehicles reduced by 16% in 2020 (Haria, 2021). The automotive industry is globally integrated and due to the pandemic, there was a severe swift in the industry. 
Overall 2020 was a nightmare for the automotive industry and people associated with this industry faced critical challenges to survive. Initially, the pandemic affected the supply and manufacturing process and finally, this industry faced demand shock. There is no certainty how much time it will take to get recovered from this loss (Koricanac, 2021). There is limited room to cut fixed costs, some manufacturing companies had low liquidity and for a long time, their revenue is not accelerating like earlier. Some companies have already shut down their business permanently and others are struggling to recover from the loss. 

[bookmark: _Toc92614654]Survival and success factors for the automotive industry considering megatrends
It is quite tough to recover the auto supply chain as this is a lengthy process and it depends on various factors (Mohile, 2022).  Car manufacturing companies are over-dependent on one country and they should decrease the trend to become dependent on one country. Now the companies of this industry need to identify their survival and success factors, they need to give a clear focus on crisis management and take necessary measures to ensure effective collaboration.
[bookmark: _Toc92614655]Implement measures for people safety
Workers and staff are the people for automobile manufacturing companies. During the pandemic a number of workers have lost their lives, family members of their houses. The first duty of these companies is to send their deepest condolences to the workers who have lost their family members due to COVID-19 (Koricanac, 2021). They can leverage their supply chain process to ensure everyone involved in the process is following safety guidelines properly. They can produce face masks for internal use. Workers who seem to have cough, fever, or other symptoms of COVID-19 must be approved to leave and let him stay quarantined until gets well. Workers must be tested COVID-19 regularly, this will help to identify affected people easily. 
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Before the pandemic, all the workers used to come to manufacturing sites and after a pandemic gathering of these employees has become a threat (Carlson, 2015). Vehicle manufacturing companies like Tesla need to provide tools and enhance network infrastructure that will help the employees to work from home. The CEO of Tesla allowed its employees to work from home during the pandemic and ensured that when the pandemic gets mild all the employees join their work (Tesla, 2022). During the pandemic time, these companies should maintain regular communication with their employees and ensure that they have the necessary equipment that is required to participate effectively while they work from home.  
[bookmark: _Toc92614657]Enable product portfolio
For automobile manufacturing companies it is very important that they are not dependent on one supplier. They need to improve their product portfolio and increase flexibility in their supply chain process. They need to look for other alternative countries from where raw materials can be sourced at a similar price range, or they can develop their own plant in developing countries (Nytimes.com, 2022). It will reduce their dependency on one country and give them an opportunity to generate revenue through selling these raw materials to other automobile manufacturing companies. Tesla may decide to consolidate with different dealers. It will allow the company to pool resources and cut operational costs. 
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Digital retailing is an effective solution to accelerate the growth of sales. Due to the pandemic people is showing comparatively less interest in visiting showrooms and ultimately dealers aren’t being able to meet their target sales and automobile manufacturing companies like Tesla, Toyota, and BMW isn’t getting their expected sales order (Tarasi et al., 2021). Car dealers will be able to accelerate their sales by adopting a digital retail strategy in their business. The COVID-19 pandemic has not gone completely in fact there is no certainty when it will end. Digital retailing will give car dealers to stay open online and accept purchase orders through their official website. It will allow employees to work from home, and serve the needs of more than one customer at the same time (Kim, 2020). As customers can be served online Tesla may relocate their dealers to remote areas. Tesla has to incur significant costs as rent for their outlets and as they can sell cars through their websites they don’t need those outlets in costly areas rather they can relocate their dealers or outlets in more remote areas. This will certainly reduce rent costs at the same time they should get employees at a cheaper rate in those areas. 
[bookmark: _Toc92614659]Doorstep delivery
Car manufacturing companies like Tesla need to value their customers, staff, and community. They must ensure that their dealership outlets are continuously being cleaned and they are maintaining rigorous standards in cleaning their outlets. Customers should be offered to place purchase orders online and make payments after they receive their product. Customers are showing less interest in visiting outlets now the companies should offer doorstep delivery (Graham and Ozbilgin, 2021). Moreover, Tesla can offer free repair of their products for a year and staff will pick the cars from customers' houses, and after repairing they will deliver the car to customers’ doorstep. 
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Private leasing is an excellent concept for car manufacturing companies. People take bank loans to pay the price of their cars and gradually repay the loan. In this process, car manufacturing companies sell their products and Banks make a significant profit. Tesla can grab this opportunity to accelerate its sales (Chris Isidore, 2022). They can offer private leasing to their potential customers. It will reduce customers’ hassle to get approval for a loan from banks and now customers directly take a lease from Tesla against periodic installments. Customers will have their own cars without incurring the costs of vehicle purchasing


[bookmark: _Toc92614661]Conclusion
[bookmark: _Toc92407177]A number of companies in the automotive industry had to shut down their business during this pandemic, existing companies still struggling to survive and trying to push their sales growth. Automobile manufacturing companies struggled severely due to their excess dependence on China. In 2020, China and other governments imposed lockdown and the supply chain was severely affected. Demand for vehicles went down drastically even companies are struggling to meet their current liabilities. However, the situation has improved a lot but still, the demand hasn’t reached the pre-pandemic level. Now, the companies of the automotive industry need to introduce megatrends like work from home, online sales, home delivery services, etc to attract more customers.
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