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Abstract

The relevance of the research topic is due to the need for rapid and adequate management actions in the car
service industry, the ongoing structural changes in the issues of both demand and supply of car services,
which is especially important against the background of prolonged coronavirus infection. The study showed
that the existing structural shifts negatively affect related sectors of the national economy (in particular, oil
refining, chemical, mechanical engineering) and are characteristic not only for the national economy, but
also for the economies of European countries, the USA and China. The authors formulated factors affecting
the functioning of the car service industry during a global pandemic, in particular, precarious work of clients
serviced by autoservice enterprises; social and information uncertainty generates negative trends in the
sustainable development of the industry; availability and bureaucratization of the declared state support;
scope and timeliness of government support. Special attention is paid to the fore-cast of the dynamic
characteristics of the car service industry market. The practical significance of this research is to develop
recommendations for overcoming permanent instability of the subject of auto service activities through a
certain sequence of management actions based on the transfer of management processes in the plane of
subject matter, identification of external challenges, selection and implementation of self-organizing
processes, analysis of internal and external company relations, development of prompt dilution mechanism

and survival strategies.
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1. Introduction

On March 11, 2020, Tedros Adhanom Ghebreyesus, the director-general of the World Health
Organization (WHO) declared a novel coronavirus infection as a global pandemic, i.e., an epidemic
spreading in many countries across the globe. The most effective preventive measure is limiting a number
of social contacts — self-isolation (Tabatabaeizadeh, 2021). With this in view, the President of Russia
decided to introduce a paid non-working week from March 28 to April 3, and then extended self-isolation
until April 30 and May 12. Limited social contacts pre-suppose that critical municipal enterprises alone can
operate, which do not include car services, car dealerships, auto parts stores. Since May 12, the restrictions
were partially lifted in most constituent entities of the Russian Federation and car service companies
resumed their activities. Thus, the companies did not work for 6 weeks and were forced, though, to pay
salaries to employees, rent and taxes. It should also be borne in mind that the majority of drivers
considerably reduced or refused to use cars at all. In the long term, due to a growing number of unemployed
and an overall decline in personal income, we should expect a drop in sales of both new and used cars, and
as a consequence, a further drop in demand for services. Car owners who decide to maintain and repair
their cars by themselves generally violate factory default settings have no proper tools and equipment. This
results in a decreased resource of vehicles (Mal'tsev, 2016) and an increased risk of road accidents (Mal'tsev

et al., 2019). Thus, the current state of the car maintenance and repair industry should be explored.

2. Problem Statement

It is now clear that the greatest economic damage from the epidemic came in the second quarter of
2020. Ac-cording to preliminary expert estimates (Akindinova, 2020), losses in the basic sectors of the
economy amounted to 11%, in retail trade and services — 22% (in relation to the same periods in 2019). The
situation is aggravated by the lack of experience in handling such crises, as well as by a significant decline
in personal income. Falling oil prices, lower exports, ruble devaluation and rising unemployment all have
a negative impact on the purchasing power of citizens and investment activity in the private sector. In
particular, there is a significant decrease in sales of new cars in the motor transport industry, refusal of
authorized services in favor of companies offering more custom-er-friendly prices.

In Perm Krai, 132 thousand people are involved in the field of vehicle repair (81 thousand people)
and transportation and logistics services (51 thousand people), including workers employed by private
workshops, garages, and self-employed. This amounts to about 17% of the total working-age population of
the region. The pandemic paralyzed the provision of services for maintenance and repair of road transport,
which entailed a rise in unemployment, a reduction in salaries, with many employees to be among the
precarious (workers who have no job security) (Koksharov et al., 2020). Almost all spheres of activity are
subject to precarization (Toshchenko, 2020), in the field of transport, taxi drivers are of interest (Hua &
Ray, 2017).

Given that employment rate in this industry decreases, there is an acute consumer demand.
Moreover, a reduction in the volume of services provided leads to shortfall in revenue for the entire industry
of motor transport support (gas stations and service stations). According to research results in the Volga

Federal District, energy consumption in motor transport is about 12.5 million tons per year (Eder & Nemov,
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2016; Eder et al., 2017). It is estimated that prolonged 6-week self-isolation can lead to a decrease in
demand by 8-10%.

Undoubtedly, the reduction in road transport has a negative impact on related sectors of the national
economy:

= oil refining industry producing fuels and lubricants;

= chemical industry producing detergents, de-icing agents and other operating fluids for cars;

= mechanical engineering manufacturing cars and spare parts (units), as well as equipment and

tools for their maintenance;

= rubber industry manufacturing automobile tires and numerous rubber-based products;

= glass industry producing car glass;

= retail and wholesale trade in automobiles and spare parts.

Abroad, in particular in the United States, there has been a similarly significant decline in demand
for auto services. Nearly all BayArea retailers have cut opening hours, laid off employees or made other
drastic changes, including three of them that have closed, despite being among the top 50 on Yelp.

Nevertheless, most services in the U.S. resumed activities in a couple of weeks after the lockdown.
All safety standards were significantly strengthened. These measures allowed the majority of service
companies to stay afloat despite a reduction in yield.

According to the National Statistical Office in the UK, despite a significant impact of the coronavirus
pandemic (Tabatabaeizadeh, 2021) and a decrease in the total volume of services during April 2020 (12.6%
below the same period in 2019). However, as early as July, retail sales of spare parts, sales of new and used
cars were 18% higher than in July 20194.

China is currently experiencing a significant slowdown in the production of commodities. The most
vulnerable were the companies from the high-tech, tourism and automotive industries. In particular, there
is a decrease in the production of auto parts and components (McCloskey & Heymann, 2020; Yan et al.,
2020). According to expert forecasts, six months of strict self-isolation in Hubei Province will lead to a
50% reduction in annual production and a 25% decrease in consumption (Vasiev et al., 2020). The transport
industry is one of the four promising areas of Chinese-Russian trade and in-vestment cooperation (Lanjian
& Wei, 2016; Steblyanskaya & Wang, 2019; Svetlicinii, 2018). The pandemic is likely to lead to a future
decrease in trade and investment until 2025. A forecast decrease in financial flows, due to a huge number
of unpredictable factors has not been met yet (Vasiev et al., 2020).

Being some governmental responses to the pandemic, blockage and social distancing in almost all
countries increased uncertainty at the industry and enterprise levels. However, other types of uncertainty
be-came more prevalent during the pandemic, namely social uncertainty and information uncertainty
(Sharma et al., 2020a).

Besides, working from home, being some new scientifically grounded form of work, is becoming
routine, major response to COVID-19 (Chou et al., 2018; Mustajab et al., 2020). However, this is not fully
possible in all sectors of the national economy. Thus, the car cannot be serviced and repaired remotely.

COVID-19 is known to originate from China. Meanwhile, this country responded very effectively

and generated effective guidelines and instructions to combat the pandemic (Allam & Jones, 2020).
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About 76,000 car service companies are registered in Russia. They have about 2 million employees,
which is 2.8% of the total working population of the country. According to the study, Perm is the leader
among cities with a population exceeding a million inhabitants in the number of service stations, with 24
service garages for 10,000 cars. A large number of companies indicate high competition and low profits,
therefore, Perm is experiencing the greatest damage from the pandemic and restrictive measures, both for
companies and employees.

In Perm and Perm Krai, automobile service companies did not work for 45 days in the period from
March 28 to May 12, 2020. In the short term, economic damage is associated with a need to pay rent for
premises, payments on loans and borrowings, and salaries to employees. In accordance with the decree of
the Government of the Russian Federation of April 18, 2020 No. 540, the industry was recognized as
affected, including service, sales of cars, spare parts and accessories. This allows the enterprises of the
industry to count on the federal support for subsidies that partly compensate for the losses incurred.
However, it is already obvious that this is not enough.

Some auto service companies (especially small forms of business), despite a ban on activities,
continued to function at least in a limited mode and did not close completely for the quarantine. According
to the polls conducted, only 36% of official dealers were going to close for a week during the quarantine
period. The authors believe that this circumstance somewhat smoothed out the recession in the industry. In
addition, the state, quite controversially, pointed out some OKVED, Russian Classification of Economic
Activities, that fall under the state support. In particular, if additional OKVED (for example, the provision
of automotive services) provided by car service companies are in the Charter, it is possible to get a 2% loan,
conditionally non-repayable. One can also claim for subsidies and restructuring of loans taken before April
1, 2020. For small and medium-sized businesses, a reduction in insurance premiums of up to 15% is
provided for wages exceeding the minimum wage from April 1, 2020. All these measures to a small extent
contribute to some stabilization of the financial activities of service enterprises. Perhaps, the federal
authorities represented by the Ministry of Economic Development of the Russian Federation, will provide
additional aids during the second wave of the pandemic that began in October 2020. In any case, the car
service would have to turn itself in. Bureaucratic delays in providing support measures had a negative
impact. Many car service companies could not apply for state support precisely on formal grounds.

For comparison, information on business support provided abroad is presented below.

In the EU, direct aid of €8 billion was distributed to companies with large losses due to the pandemic,
a € 750 billion securities buyback program was implemented to maintain the financial stability of the
economy, the possibility was provided to take loans without restrictions to maintain the financial stability
of businesses.

In the UK, credit guarantees worth £330 billion ($400 billion) were granted to companies. The maxi-
mum loan size was increased from £1.2 million to £5 million (from $1.5 million to $6 million), and interest
may not be paid for the first six months. Small businesses exempt from business tax during coronavirus7.

Germany allocated € 50 billion. Small companies can receive direct subsidies of up to €15,0007.

In Poland, the cost of the anti-crisis package is about 212 billion zlotys (€46.2 billion) aimed at
entrepreneurs for credit guarantees, microcredits, operational leasing for the transport sub-industry.

Companies that do not dismiss employees receive a 40% payroll subsidy7.
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Interesting research is being conducted abroad. The researchers have developed a scale for
examining the negative effects of COVID-19 on businesses in two countries, namely Serbia and Kuwait,
to represent two different continents. The scale was used to study the impact of COVID-19 on business.
The findings show that the impact of the coronavirus is equally devastating in both countries, Kuwait with
good economic conditions and Serbia with relatively poor (Adzi¢ & Al-Mansour, 2021; Reeves, 2017).

Thus, support for business in Russia is evaluated as moderate.

According to preliminary estimates in April 2020, the revenue of car service companies in Perm
Krai decreased to 50% as compared to the same period last year. This is true for those auto service entities
that were able to prove to the regional authorities that they worked for the needs of continuous-cycle
enterprises. Other services were forced to completely suspend their activities, resuming their work only
after a letter of recommendation from the Ministry of Industry and Trade of the Russian Federation

Figure 1 shows demand variability for car maintenance and repair services (Assessment of demand

variability for services since 2017, 2021).
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Figure 1. Demand variability for car maintenance and repair services in the Russian Federation, 2018-
2020 (xB - quarter)

The graph shows the unevenness of demand by quarters (2018-2019), linked with natural and
climatic conditions, the category of operating conditions, the characteristics of a settlement (stretch,
transport accessibility), the standard of living in a particular region. In the first quarter of 2020 the demand
remained practically unchanged compared to previous years, whereas in the second quarter there was a
decrease by more than 25%. This is due to the fact that individuals switched to a remote mode of work or
study, thereby reducing the number of daily trips. In addition, many citizens had a decreased income, which
led to forced savings. Car owners prefer to maintain their cars by themselves, in the most minimal form
(replacement of consumables: filters, operating fluids), and do repairs that do not require special tools or

equipment.
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The autumn of 2020 marked the beginning of the second wave of the pandemic. But, despite this,
the business has adapted to changing operating conditions. Moreover, many potential buyers decided to
buy (re-place) their car here and now, fearing further depreciation of the national currency and another
shutdown of automobile production, which will certainly lead to a shortage of cars and increased prices. In

this regard, in the 3rd quarter of 2020, the negative trend was halted, at least for the near future. Sales

statistics in Russia for 9 months of 2020 show that for some brands (RAV 4) there is even a sales uplift..
3. Research Questions

It is possible to state the impacts on the performance of the car service industry during the pandemic:

1.Precarization of clients serviced by car service companies.

2.Social and informational uncertainty that generates negative trends in sustainable development of
the industry.

3.Availability and bureaucratization of the declared state support.

4.Scope and timeliness of government support.
4. Purpose of the Study

The paper aims to evaluate and select methods that facilitate sustainable services, based on

assessments of the car service market on the example of Perm Krai during the pandemic.

5. Research Methods

A study was conducted in Perm Krai. The activity of the target automobile service and auto transport
companies do not differ from similar organizations in other constituent entities of the Russian Federation.
The economic efficiency of service and motor transport companies was assessed against the indicators for
similar periods of previous years. Data was collected through a questionnaire survey of the heads of the
largest businesses. The questionnaire contained the following questions, namely: about the actual and
planned indicators, about changes in the payroll number of employees, about assessing the damage to
business from the pandemic on a ten-point scale, about the sufficiency of support measures on a ten-point
scale, about anticipated changes in company management (open question).

The findings were analyzed using such methodological approaches as system, process, institutional,
dialectical, comparative sociological, risk-oriented management.

In accordance with the purpose of the study, the questions in the questionnaires were grouped into
the following blocks:

1.Actual indicators (revenue, average cheque, number of visits)

2.Planned indicators (revenue, average cheque, number of visits)

3.Change in the payroll number of employees

4.0Opinion of managers on the current situation (on a 10-point scale or in a free form
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6. Findings

Based on the findings, 9 questionnaires were received from the largest car service companies and
holdings in the city of Perm. The opinions coincide with a preliminary estimate — April-May were the
toughest months. Figure 2 shows the assessments of business situation by the months of 2020, where 5.5
points is the average state (equivalent to the same periods of previous years), 6 and above is better than
usual, 5 and below is worse than usual. It can be seen from the graph that the year began as expected,
distracted by strict self-isolation (April), many businesses could flounder, then following a progressive

removal of restrictions, the situation began to improve.
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Figure 2. Auto service business in Perm during the pandemic, 2020

Figure 3 shows the ratio of the actual to planned indicators, with the number of visits, the average

cheque and the revenue to be estimated.
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Figure 3. Key indicators to evaluate the car service business in Perm during the pandemic, 2020
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At the beginning of the year, the plan was recorded to be 5-10% overachieved, which is due to rising
car sales in January-March 2020. In April, the number of visits dropped sharply from self-isolation, but did
not reach 0, since commercial carriers were provided with scheduled seasonal and maintenance practices.

Afterwards, demand began to gradually recover, then the end of the third and the fourth quarter of
2020 is most likely be a new recession due to a significant decline in sales of new cars since April 2020
(many plants stopped conveyors).

In terms of possible changes in the structure of the industry market, the authors believe that restoring
its position and even ensuring potential growth requires significant transformations. For example, sifting
out ineffective entities and replacing them (possibly merging) by more productive ones is underway. In
particular, such structures include network car services with well-tailored and proven business processes.
The so-called process of “creative destruction” (Akindinova, 2020) will help the economy of the whole
country and the car service market, in particular.

In accordance with the goal set, the following recommendations were evaluated and developed.

The current pandemic situation is unique, so there are still no ready-made recommendations.
Managing an unstable service company with an integrated anti-crisis component as a tool within anti-crisis
management model can be a fairly effective approach. This model corrects for economic, resource,
organizational, technical, functional, communication and marketing, motivational, behavioral and other
impacts (Gubin et al., 2020).

It is imperative to manage risk and uncertainty during the pandemic. Risk can be predicted and
measured through probabilistic methods (Sharma et al., 2020b).

It has been an overriding concern for the industry to overcome permanent instability of an economic
agent precisely in the allocated cognitive framework. The algorithm of actions generally can consist of
several stages: transferring management processes to a substantive plane, identifying external challenges
(the coronavirus pandemic is the most dangerous), identifying (introducing) self-organizing processes,
analyzing the internal and external company relations, developing an operational mechanism not only to
mitigate the threats, but also a survival-development strategy.

In a period of significant decline in the volume of auto services, competitiveness management with
a more efficient process business model created for enterprises is largely a determining factor. This
approach is aimed at managing competitiveness through the ratio of impact indicators Cm and the costs Cc
incurred to achieve this result, Cm/Cc — max (Il'ina, 2013).

An important aspect of overcoming the crisis is respecting the risks in the context of socio-economic
instability that is characteristic of the current situation. It is necessary to come up with a sound mechanism

that would reduce the risks of major clients leaving the car service company (Figure 4) (Pestrikov, 2009).
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Figure 4. The core of the approach: “The system for optimizing the risks of customer-executor relations”

7. Conclusion

Having gone through all the processes within the optimization system, it is proposed to develop a
risk portfolio to measure risks of the client leaving by using certain evaluation criteria and structurally
distinguish the following aspects:

= development of a tool to optimize the risks of the client leaving for a competitor;

= coordination with the client of the Service Evaluation Standard;

= approval of an action program that includes specific activities and ways of implementation;

= evaluation of program performance based on an evaluation form. The evaluation form is

compiled as a portfolio of interaction-with-a-contractor risks in the form of a matrix of client-
leaving-for-a-competitor risks. All types of risks are included in the criteria of this matrix.
Each criterion has its own rank, weight, probability and corresponding level of risk.

The study resulted in the following conclusions:

1.The COVID-19 pandemic has had an unexpected and significant negative impact not only on the
service economy, but has spread a negative trend worldwide. Car service companies have resumed their
activity in the face of a severe drop in demand and are on the verge of starvation. Up to 20% of companies
that do not have diversified business areas are predicted to leave the service market.

2.1t is important to increase types and sizes of state support for car service companies. It shows that
support is not only much lower than that in foreign countries, but also does not always reach the subject.
During the pandemic, being partially exempt from the tax burden would be a reasonable step, in particular,
to extend the UTII regime for at least one more year.

3.For sustainable development of car services, it is necessary to change action strategy of each
business entity. First of all, emphasis on self-organized business processes, development of specific action
algorithms tailored to the transformation of the service market, alignment of pricing method-ology, industry
development forecasts, as well as competitiveness management within effective business models all

become relevant.
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4.In other words, a set of effective management methods is sufficient to choose a suitable one for an
economic entity through the development and implementation of a specific program for overcoming the
crisis and a car service development program for the period of the pandemic. An obligatory condition in
such programs should be a plan for obtaining state support for auto service and a related obligation to
comply with requirements that exclude the risk of returning this support (preservation of jobs, fulfilment of
obligations to pay taxes and fees, exclusion of bankruptcy procedures, etc.). It is necessary to develop
procedures for retaining current clients, and, as an opportunity, provide for the attraction of new clients
who are willing to change the contractor of car services. In case of an unstable situation at the enterprise,
use forms of cooperation with other car services.

5.The choice of methods is conditioned by the current state of the market and the company and the
vision of development prospects.

6.More accurate and scientifically sound research from different disciplines is needed.
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