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Providing a boost to the commercial vehicle 
industry in India 
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The declined sales volume exacerbated due to the pandemic has resulted in a 
20.77% y-o-y decline during April 2020-March 2021. The sales volume of CVs 
declined by 85% during March-June 2020 due to the nationwide lockdown. The 
agriculture and allied sectors have grown despite the pandemic which increased 
demand for tractors and other farm equipment. However, the restrictions on 
movements impacted the sales of CVs but it is now expected to be protracted 
over the next two-three years.

The sales of tractors are expected to remain robust on the back of a strong rural 
economy, while revival in infrastructure and mining activities may continue to 
drive sales of CVs.

Moreover, due to fall in demand in the 
automobile sector and as a result of the 
second COVID-19 wave, OEMs have 
scaled down production at plants.

Automakers foresee challenges to supply 
chain, dealership activity and customer 
movement in the coming months.

Y-o-y trend April 2020-March 2021

Source SIAM

The commercial vehicle (CV) industry experienced the toughest periods in this decade due to cyclical and economic slowdown. 
In the last two years, regulatory changes in the axle-loading norms led to an increase in the freight carrying capacity of the 
sector, reducing incremental demand, especially in the medium and heavy commercial vehicle (M&HCVs) space. The non-
banking financial institution (NBFC) crisis and transition to Bharat Stage (BS)-VI increased the challenges for original equipment 
manufacturers (OEMs) during the two decades.

How BS-VI migration, low domestic demand and pandemic impacted CV industry
Impact on CV sales volume
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Changing contributions can be witnessed in the CV industry as small commercial vehicles (SCVs), which made 
up 57% of the CV industry volume YTD in 2019-20. In 2020-21, SCVs made a whopping 76% of the total volume 
and saw a much faster recovery in comparison to other segments. Agriculture, rural demand and related 
transportation would further drive SCV demand. Essential goods and FMCG products would be key factors for 
increased demand for light and intermediate commercial vehicles (L&ICVs). E-commerce is likely to further drive 
demand for SCVs, ICVs and the 19-ton M&HCV trucks.

The Indian government is working on several initiatives to revive the economy, 
following the COVID-19 crisis. These include acceleration of several 
infrastructure projects that will aid in the recovery of the CV industry.   

CVs contribute to approximately 65% of the total vehicular pollution. 
Introduction of the Vehicle Scrappage policy is likely to benefit the sector and 
provide the much-needed support for the new-age greener, safer and better 
efficient vehicles. Thus, in a bid to spur adoption of electrical vehicles (EVs), 
the proposed policy aims to encourage voluntary scrapping of high-polluting 
old vehicles and subsequently increasing the replacement demand. Vehicles 
would undergo fitness tests in automated fitness centres after 15 years in 
case of CVs (after 20 years in case of PVs). The scheme would potentially 
cover 1.7 million medium and heavy motor vehicles, which are above 15 
years, and currently without valid fitness certificates.

Further, building upon the recent Production Linked Incentive (PLI) scheme, 
the introduction of extended PLI benefits for investments ranging in crores 
would support companies in India participating in Aatmanirbhar Bharat and 
contributing to India’s exports and also attract more investments into the 
ecosystem, benefitting OEMs, vendor Micro, Small and Medium Enterprises 
(MSMEs) and the industry as the whole. 

A healthy and financially strong CV industry may lead with initiatives that 
would help in transforming the logistics and transportation sector, which is 
key to India’s rapid economic growth. This would further help ‘Making in India’ 
globally competitive. 

Overall, the crisis has given an opportunity to redesign the business 
processes with an extensive use of new emerging technologies and thus 
paved way for innovation. In addition, digital transformation, big data, 
telematics and electrification are among the top trends shaping future of 
Indian CV industry. As digital retailing witnesses growth, OEMs and dealers 
will need to plan their strategy in stages for a seamless transformation.  

CVs act as a critical logistical link to the economy and hence with the steps   
taken by the government, the sales volume is likely to bounce back in FY 
2021. The market expects a substantial uptick in manufacturers’ profitability, 
reversing the working capital stretch and restoring credit metric. Therefore, 
it becomes imperative to reshape the business processes in the automotive 
industry.

Steps to boost the segment

Proposed Term: 
15 years for CVs

Incentivisation: 
15-20% subsidised rates 
for new vehicle purchase

CVs would see an uptick 
with continued efforts by 
the government’s thrust on 
infrastructure spending.

Top trends shaping the 
future of India’s CV industry
• Digital Transformation
• Telematics
• Electrification
• Evolving Regulations
• IoT and Big Data
• Benchmarking Global 

Standards
• Higher Tonnage Vehicles
• Advanced driver-

assistance systems 
(ADAS)
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