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Abstract 

The COVID-19 pandemic affected many Americans tremendously beginning in 2020. However, 

the effects were already being absorbed and felt by supply chain managers in 2019. The automotive 

industry was one of the industries who faced many challenges and required innovative changes. 

With the “New Normal” mindset these changes must have flexibility and adaptability. 

 

1. Introduction 

The importance of supply chains is imperative knowledge to possess in order to fully grasp the 

significance behind this analysis.  A supply chain is a collaborative chain that is involved in 

meeting customer’s requirement, directly or indirectly. “Business operations are ideally integrated 

from initial material purchase to delivery of finished products and services to customers” 

(Bowersox et al., 2020).  This means that it is all inclusive of the processes, beginning at the 

acquisition of materials all the way to the customer. In this collaborative effort there are processes 

that must be met for the next step to take place. Effective communication is also quite important 

to transmit data smoothly through the chain. Another key factor in the chain is the customer.  

The supply chain begins with a request from the customer in the form of an order and it ends 

when the customer’s requirements are met. However, it is important to understand that most supply 

chains are no linear in the processes and are also continuous. The success of a supply chain is 

evident in the success of four dimension; these include effectiveness, efficiency, relevance, and 

sustainability.  Throughout this analysis these four dimensions will be analyzed to understand the 

effects of the COVID-19 pandemic on the automotive industry.  The strategies utilized to ensure 

the effectiveness of the supply chain should be supported accordingly to the overall business 

strategic goals.  All organizations, regardless of size or if they produce products or services, require 

a supply chain management plan in order to ensure they maintain their competitiveness, maximize 

profit, and reduce overall costs (Sukati et al., 2012).  

 

COVID-19 Pandemic  



The COVID-19 pandemic seemed to be disruptive to every aspect of our lives. The gravity 

of this virus soon created the need for stricter restrictions and began to disrupt businesses 

worldwide. It became evident that strategies needed to shift and that the procedures required 

adaptability as more information was known about the virus. At the initial phase of the pandemic 

a study was conducted through a survey in which senior supply chain executives stated, “that they 

intended to make their supply chains far more flexible, agile, and resilient” (Alicke et al., 2021).  

As previously stated, the supply chain effectiveness relies on the strategies set in place and 

thus those that didn’t have contingency plans or able to produce new plans expeditiously suffered 

greatly due to the pandemic (Vakil et al., 2020). All industries were affected regardless of their 

size, or the type of industry. One of these industries was the automotive industry. This analysis 

will take a closer look into the integral parts within the automotive supply chain and how those 

relate to the four success dimension of a supply chain. An article describes the four main aspects 

of the automobile industry that were affected by the pandemic as: Finance companies, sales, auto 

dealers and suppliers (Nayak et al., 2022). All four of these aspects are part of the integrated supply 

chain of this industry. The broad effects on the automotive sector are quite like all other industries 

to include the lack of preparation or contingency plans, the loss of staffing, shift in communication 

styles, and fluctuations in financial aspects.  An effect on a single or multiple of these aspects could 

derail the whole operation.  

 

Finance Companies 

Indisputably the pandemic affected the economy and created a shift of the needs and 

demands from customers. In the auto financial sector, it meant shifting from the initial acquisition 

of auto loans to the collections of missed payments or providing some type of assistance and 

extensions.  There are two parts to this effect but can be traced back to the customer. The two parts 

include the inability to afford a new purchase of a vehicle or the inability to continue payments of 

a purchased vehicle loan.  

Origination loans, or new loans, occur as consumers seek vehicles. As lockdown order 

began to come into effect, consumers began to telework and complete tasks remotely thus 

minimizing the need for automobiles. However, as a counterbalance those who previously took 

public transit now sought out to have personal vehicles to reduce risk of transmission. With this 

tug-o-war between demand, how can we truly know the effect on loans? We must look at historical 

data in order to analyze a positive or negative shift.  

Figure 1 depicts the shifts between 2004 and 2020 in demand of new loans. A major drop 

occurred during the Great Depression, but another similar effect occurred in 2020 as the beginning 

effects of COVID-19 began to show. Except for two outliers, all risk factors and type of institutions 

had a negative drop in 2020. 

Long ranging data as this may not give us sufficient information about current trends 

occurring. Taking a closer look, Figure 4 shows the changes between a shorter range of 2017-

2020. In this depiction it is seen that 2020 was once again shown as a lowest in comparison to 

previous years. More specifically within 2020, a major drop was evident on the 4th month, but 

recovery strategies are evident as it picks back up on month 5. 

 

 



Figure 1: Auto Lending over Time Across Lending Channels and Risk Score   

Source: Canals Cerda & Jonghwan Lee, 2021 

Figure 4: Monthly Auto Lending Evolution in 2017‒2020 for Banks, Finance Companies, 

and Credit Unions  

Source: Canals Cerda & Jonghwan Lee, 2021  

 

This recovery cannot only be attributed to the strategic shift, but mostly due to the 

intervention of the government by imposing the CARES Act to generate income for those who 

found themselves unemployed. " Consumer credit products, including auto loans, benefitted from 

the CARES Act’s provisions designed to help households weather the economic fallout of stay-at-

home orders”. Through this collaborative effort in the United States, banks and financial 

institutions stayed afloat, however other countries with less resources continued to affect the global 

finance companies.  



 

Sales and Auto Dealers 

Similarly to auto loans, sales and auto dealers were affected due to the shift in consumption 

patterns. “The crisis has accelerated online, and direct‐to‐consumer sales as people have become 

more comfortable working from home and buying remotely” (Hoeft, 2021). An adjustment to sale 

format took place as dealerships were now focusing on remotely engaging with customers. 

Utilizing social media and telephone calls to promote inventory became the new normal.  

Due to this shift a positive outcome occurred unexpectedly; the online process and calls 

were weeding out those shoppers who weren’t committed to buying a vehicle and thus once 

someone was engaged, they were more likely to want to be prepared to buy a vehicle. According 

to the Statista Research Department (2022), vehicles sales prior to the pandemic were forecasted 

to reach 80 million in international overall sales, however at the end of 2020 only 63.8 million of 

sales were reported. Many factors are attributed to this, but recovery is evident as the same 

department shows that sales rose to 66.7 million automobile sales. Lastly, and potentially the most 

important aspect is tied into sales and that is the manufacturing and suppliers to allow for sales to 

occur.   

 

Manufacturing and Suppliers 

 Supply acquisition, which is at the beginning of the automotive supply chain, is crucial as 

it kicks-off the process. There are various suppliers that must be addressed to understand the effect 

that COVID-19 had on it. The first is the raw materials needed, to include but not limited to, steel, 

hardware, audio and visual systems, and microchips. Out of those, the microchips have posed the 

largest in scale of the shortages.  “Lead times for all categories of chips are currently longer by 

one to two months, with certain high-demand, specialized chips requiring up to 26-38 weeks, 

according to IHS. Indeed, reported North American production shutdowns caused by the ongoing 

microchip shortage have impacted multiple carmakers” (Uetz et al., 2021). The demand simply is 

too high for the production to keep up.  This can mostly be attributed to the domino effect that the 

virus has had on the labor of most organizations.  Most jobs were able to go to a remote workplace, 

but the manufacturing of car parts did not have that luxury. However, safety precautions had to 

take place and to reduce traffic, labor was reduced in one way or another.  

 

Case Analysis: Toyota 

 Toyota is the largest car manufacturer since 2008, but it has been around for much longer 

than that. It has stated that their success is due to their slow and steady mindset. It originated in 

1918 in Japan as a Spinning and Weaving Company.  Their first vehicle was not released until 

1936 and shifted to Toyota Motor Company. Today they offer a large range of vehicles for various 

budgets, lifestyles, and necessities. Their approaches have been widely successful, and many 

companies try to mimic their “Lean Approach”. Over the past 10 years their labor has ranged from 

a minimum of 325,905 employees globally to their max in 2022 of 372,817 (Carlier, 2022). In 

order to analyze the Performance of Toyota we will be looking at some main points to include, 

speed, consistency, flexibility, and malfunction recovery (Bowersox et al., 2020). Speed came to 

a halt as operations were suspended at the beginning of 2020. Once it began to pick up again, the 

production was still slow due to the reduction of volume. However, there was also a reduction in 



speed of sales as well. The customer requirements shifted, and dealer visits were limited in many 

locations. To bring back the speed, new cars were introduced, and innovative ways were created 

to meet demands.  The showroom also received a change as the utilization of social media to 

engage with potential customers became a new normal operation.  

 

 

Table 1: Sales Results for January to December 2020 

Source: Toyota's 2020 global sales down 10.5 percent year-on-year: Sales, production, and 

export results: Profile: Company 2021 

 

This would often deter customers from placing orders, but the pandemic showed to be 

different as customers understood that everyone was affected, thus giving more leniency to 

companies they aligned themselves with. However, this drop was not comparable to other smaller 

car manufacturers in Japan, such as Haihatsu and Hino shown in the table.  Their sales dropped by 

17.2% and 25.1% respectively.  

What allowed Toyota to be able to continue to be the leader with reduced labor and 

material? This has to do with the consistency over the years it has provided.  This placed them on 

a better position during the COVID pandemic.  Due to its wide recognition globally, the 

organization was privileged enough to be able to shift sales to a virtual environment. In the 

meantime, the smaller ones had to build up that social media presence and expand their customer 

base. “The company has adopted a product- and customer-centric view, which looks at the after-

emergency in terms of new societal and market needs” (Margherita & Heikkilä, 2021). The 

increase in production after the initial drop in the earlier months showed consistent upward trends.  

One word that could define the attitude required to succeed during the pandemic is 

flexibility. Combining to previous discussions of speed and consistency, Toyota has shown to be 

flexible even at times of chaos and uncertainty. Toyota’s president has verbalized this need for 

flexibility by stating, “Greater expectations are also placed on automation and autonomous driving 

technologies for their potential important role in preventing infection. We have already engaged 

 Toyota Daihatsu Hino Total 

Worldwide sales 8,692,168(-10.5) 693,977(-17.2) 142,293(-25.1) 9,528,438(-11.3) 

Sales inside of Japan         

Incl. minivehicles 1,504,221(-6.6) 592,461(-10.1) 60,056(-13.9) 2,156,738(-7.8) 

Market share 32.7(+1.7) ― ― 46.9(+1.9) 

Excl. minivehicles 1,472,848(-6.4) ― ― ― 

Market share 51.1(+3.2) ― ― ― 

Sales outside of Japan 7,187,947(-11.3) 101,516(-43.3) 82,237(-31.5) 7,371,700(-12.3) 



in the development of automation systems for better logistics efficiencies all around the world” 

(Looking beyond the COVID-19 Pandemic and Seeking Sustainable Growth in Harmony with 

Society). Toyota was able to maintain their employees and reduce layoffs during the pandemic, 

but that didn’t necessarily equate to the same production due to the need to implement safety 

precautions and maintain distance.  Thus, the flexibility of incorporating automation into the 

production line, while shifting responsibilities of the workforce proved that Toyota was able to 

ride the waves of COVID and stay afloat.  

Lastly, we discuss the malfunction recovery. It is incredulous to think that perfection occurs 

in the business arena and thus errors will occur. As can be seen as a trend COVID created an issue 

in all previous aspects and thus in itself was a malfunction.  The recovery tactics and transparency 

of the company allowed then to push through with contingency plans that was based on the 

customer needs.   

 

Summary of Findings 

The COVID-19 pandemic brought out the good, the bad, and the ugly in all aspects of life.  

Although tremendously scary for the world, it was also a lesson learn for many institutions to 

include the automobile industry.  Strategies had to be re-analyzed and reconstructed to meet the 

new needs and requirements of the customers. It also opened the eyes that although the processes 

previously set in place where good when there was a steady economy, it also showed that most 

processes were not performing optimally. One large company that was able to accomplish this was 

Toyota. Through analyzing the effect COVID had on its operations and how they responded is 

critical as they maintain their status as the leading car manufacturer.  It is evident that their “slow 

and steady’ agenda truly won the race as it had contingency plans that were sustainable.  
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