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Abstract :  Covid19 has impacted many industries across the globe and still continues to impact their earnings. The challenges are 

manifold across many industries. The study focuses on the challenges faced by the Indian Manufacturing industry particularly the 

Auto Industry. The data required for the study is drawn from secondary source. The objective of the study is to identify the Marketing 

challenges faced by the Auto Industry and the opportunities Covid19 created for the industry. The study focuses on changing 

Marketing trends and usage of technology in the Auto industry. 
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INTRODUCTION 

Covid19 has deeply impacted the Auto industry. Since the lockdown began in March 20 the sales volumes have significantly declined 

in FY 21 compared to FY 20 and continue to fall across all categories in Auto sector. The Indian automobile industry is central to the 

country’s economy, be it growth, affordable mobility solution, consumer confidence or attaining a global stature. The Indian 

automobile industry is contributing 7.1% of the country’s GDP, employing 8 million people directly and over 29 million people 

indirectly. Covid19 has considerably impacted sales as well as employment. The last two years have seen huge job losses across all 

sectors of Auto Industry in India. 

 

1.SCOPE  

The present paper aims to study the Marketing challenges and opportunities for the Auto industry in India. The study is limited to the 

Auto Industry in India. The data required for the study is drawn from secondary sources. The study is exploratory in nature. 

 

2.OBJECTIVE 

The objective of this paper is to study the Marketing challenges and explore the opportunities for the Auto industry impacted by the 

Covid19 pandemic in India.  

  

3.CHALLENGES 

3.1 Reduced Demand 

Due to covid19, over the last two years there is a reduction in volumes across all segments in the Auto Industry. This is due 

to the sluggishness in demand in the construction, mining and service sectors. Even though the passenger vehicle demand marginally 

improved, there are production hiccups due to material shortage and supply chain interruptions. 

 

 

Table 1 

FY 22 Demand Forecast for different segments in Auto Industry 

Category 

 

Earlier Increased FY22 

Demand Forecast w.r.t 

FY21 actuals 

Current Reduced FY22 

Demand Forecast w.r.t 

FY21 actuals 

Remarks 

Passenger Vehicle 14 -17 %  8 to11 % Semiconductor 

shortage 

Two-wheeler 6 – 8 % 1 to 4% 2nd Covid19 wave 

Commercial Vehicle 18 – 22% 14 – 18% 3rd Covid19 wave 
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FIGURE 1 

 

SALES VOLUMES IN DIFFERENT SEGMENTS 

 

3.2 Loan defaults 
The vehicle financiers are unable to keep the credit cycle going as the vehicle owners were unable to make payments in 

time to financial corporations and banks. Passenger and two-wheeler owners are unable to make repayments of their loans due to job 

losses and salary cuts across all industries. 

Auto NBFCs  non-performing assets have gone up as the second wave of Covid-19 reached peak in May 2021(Q1 FY22) 

Vehicle owners are unable to pay the EMIs for three and two wheelers. The two & three-wheeler owners earning about 25,000 per 

month got their salaries reduced to Rs.15,000 per month resulting in defaults of the loans taken. 

FIGURE 2 

 

NBFC – AUTO LOAN STRESS INDICATOR 

 

3.3 Discounts 

Huge discounts along with extended warranties and service packages have resulted in the reduction of bottom lines of 

companies. Discount levels have become more than 50% since 2019 in Passenger Vehicles.  Extended warranties up to 8 years/8 lakh 

kilometres are offered in CV (Commercial Vehicle) Industry. 
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3.4 Higher fuel prices & taxation 

Government of India keeping the high GST rates (18% & 28%) has pushed up the final price of the equipment in the auto 

sector. Ever increasing fuel prices have significantly dented the usage of private vehicles. Vehicle owners are finding it difficult to 

keep their fuel cost budgets under control. The potential vehicle buyers are postponing the decision to buy new vehicle.  

The unstable employment scenario, a forthcoming third wave of the pandemic have added further worries to the worsening scenario. 

Besides the higher crude oil price, the high rate of tax imposed by central and state governments too are contributing significantly to 

fuel price hike. 

 

 

Figure 3 

Diesel Price Trend 

 
 

3.5 Higher Input costs & Imports from China 

Increasing input material costs are constantly pushing of the cost of the vehicles. Unable to manufacture the components 

indigenously at competitive prices with required quality has resulted in importing them from china. Our policies are not conducive to 

make the auto components globally competitive resulting in higher import content. The input costs have increased by over 4.9% over 

the last one year. 

 

3.6 Technology Upgradation 

BS IV to BSVI emission standards upgradation has resulted in huge stock pile up at dealers and compounded the problem 

with the onset of Covid19. Similarly, many new technologies which are being brought by the new entrants are pushing up the 

expectations of customers and prices as well. 

Some of the new technologies that are transforming auto sector are Artificial Intelligence, IoT, Blockchain and Electrical Vehicle 

technologies. 

 

OPPURTUNITIES 

 

4.1 Covid19 

Covid19 pandemic has increased the demands for the usage of private passenger vehicles including two wheelers to maintain 

social distancing and keeping the families relatively safe during the pandemic who would have otherwise used the public transport. 

 

4.2 Digital Marketing 

Digital marketing across many platforms has come as a big boon to the manufacturers. Manufactures and dealers are able to 

reach many customers online. Today customers are able to literally design the vehicle they need using the flexible design platform 

being offered by the vehicle manufacturers. 

 

4.3 Virtual Tour 

Dealers and Manufactures are able to provide virtual tour of the vehicle interiors and customers are able to experience the same in 

comfort of their homes without venturing out. 

 

 

4.4 Productivity Linked Schemes 

Productivity linked schemes announced by GOI can be used to reduce the cost of components. With the result of agricultural 

sector not getting affected, the demand from the rural sector can be tapped. It is time for the manufacturers to bring in a quantum 

change for more fuel-efficient vehicles and introduce emission free technologies such as electric vehicles in all sectors. Production-

Linked Incentive (PLI) Scheme in the Automobile and Auto Components sectors can be used for Enhancing India’s Manufacturing 

Capabilities and Enhancing Exports. The Industry is hopeful that the favourable policies of the government such as PLI schemes, 

advanced chemistry cell, extension of FAME-II scheme till 2024.The announcement of a PLI scheme of Rs 76,000 crore for 

semiconductor manufacturing will provide the much-needed relief for Auto Industry. 
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CONCLUSION 

The auto industry has considerably got affected due to the Covid19 pandemic resulting in Job losses and loss of sales across all 

categories of Auto sector. The industry got affected not only due to pandemic but also due to material shortages. The material shortages 

are due to factory closures and supply chain issues across the globe. High fuel prices have dented the consumer confidence. The 

vehicle scrap policy released by GOI and review of GST should be able to increase the demand. The PLI schemes launched by the 

GOI should be able to reduce the cost of manufacturing and enable the auto sector to introduce new technologies. On the positive note 

the consumers are hopeful that the third Covid19 wave is the end of the pandemic and spur the demand in near future. 
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