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Abstract 

The global pandemic COVID-19 affected our society this past year and in turn had a 

swift and severe impact on the global integrated automotive markets. Where symptoms included 

a disruption in Chinese parts exports, large scale manufacturing interruptions across Europe, and 

struggle with an abrupt and widespread stoppage of economic activity. Workers have been told 

to stay at home, supply chains grind to a halt and factories close. According to an Icelandic 

research, sales of new vehicles have dropped by 32% this year during COVID-19 in Iceland 

(Magnússon, 2020) 

Electric mobility, driverless cars and automated factories are a few of the major changes to the 

auto industry faced even before COVID-19 crisis. Now with travel curtailed by the pandemic 

where we see worldwide factory closures, slumping car sales and massive layoffs, it is natural to 

wonder what our next norm for the automotive sector could be. The Icelandic media started to 

wonder the same question, but both individuals and companies are purchasing electric vehicles 

(EV) with growth in that industry is skyrocketing, where 50 percent of individual purchasers 

have opted to buy a hybrid plug-in or an electric vehicle. How come the electric vehicles are 

taking over? (Mbl, 2020) The automotive market in Iceland supports hundreds of jobs that 



revolve around the vehicles. vehicle dealerships is a part of Iceland’s economy and motorized 

vehicles are its preferred mode of transport. This research will analyze how COVID-19 effected 

the automotive market in Iceland and how employment rates have been through it.  

In this paper we will attempt to give light to what degree social distancing changes consumer 

behavior and what the role of digital tools is in maintaining customer engagement going 

forward?   
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1. Introduction to the automotive market in Iceland 

The automatic industry began in the year 1905, when the first Cudell was imported by Ditlev 

Thomsen (Árnason, 2003). The constitution of Iceland in the year of 1904 decided to include a 

subsidy of 2.000kr. to import the vehicle where it would be advisable that a private citizen would 

import and own the vehicle. The merchant, Thomsen, was chosen and took charge of the car 

subsidy operation. The Thomsen automobile was designed in 1900 - 1901 and when it first 

arrived, had it become outdated, since it was a horse drawn carriage with an engine in the back of 

it and not an automobile as they had become known as outside of Iceland.   

Iceland has never manufactured any vehicles. All vehicles are therefore shipped from big 

manufacturers where they are then sold by dealerships that are run by Icelandic companies such 

as Toyota, Hekla, B&L, Brimborg and Askja. Car sales have grown every year as the automotive 

market is still expanding and customers want fresh and exclusive vehicles.  

 

( Orkugjafi = Power source, Bensín = Gasoline, Dísel = Diesel, Rafmags = Electric, 

Ökutækisflokkur = Vehicle category, Í umferð = In use, Úr umferð = Out of use ) 

(Samgöngustofa, 2021)  



Thousands of cars have been sold by dealerships subject to the table above. Toyotas accounts for 

one out of every five passenger vehicles. When comparing the total number of vehicles to the 

population of Iceland, there are approximately 364 thousand people in Iceland and 279 thousand 

vehicles, we can assume that roughly 31percent of the population do not own a car. As seen in 

the table above, fossil-fueled vehicles are the most common, while electric vehicles are like 

infants on the market compared with their fossil-fueled counterparts, they are already in demand 

since we have 7.636 electric vehicles on the road today.  

The development in the vehicles is constant and has grown fast recent years. Cars have become 

smarter, more 'linked' and more 'conscious' at present. We have entered the age of cars that could 

detect their surroundings, make their own choices, guide you from point A to point B while 

remembering the needs and wants of the driver. Of all industrial revolutions, automobiles are the 

most immediate result. They were produced after the Industrial Revolution, and then evolved 

during the digital revolution of the 1990s, when their sole function was redefined. The 

automotive industry has shown resilience to adapt accordingly as the climate evolves. 

Without any notice, COVID-19 has approached us, and society has taken significant measures 

that influence the revenue and operation of most companies in the world, whether the car 

industry improves how they operate or whether it does not have any effects on the business, it 

will be discussed throughout this thesis. 

2. Literature Review 

Historically, the automobile business model has always focused on one basic system. It consisted 

of selling as many vehicles as possible and then cross selling after-sales services, such as 

servicing or repairs. This business model prevails today, but experts assume there will be 

substantial changes in the immediate future. 

“Traditionally automotive original equipment manufacturers (OEMs) generate the majority of 

their revenue and profits by selling hardware (vehicles) and services that are directly related to 

the automotive business such as maintenance services.” (Juergen Daunis, 2017) 

Experts in the market believe that this trend will change and that peripheral systems will produce 

more value. They also agree that the traditional hardware-based business model has achieved its 

peak and must evolve. (Automotive industry transformation business model, 2017) However, 



and we will discuss further in this thesis, cars have now become a hardware and software 

partnership (e.g., programs, digital world) which affects the automotive world at the business 

model level in such a way that the entire industry is beginning to reconsider its value proposition 

by proposing more environmentally friendly cars and taking steps to make their brand more 

sustainable. Automakers had a 2020 cataclysmic, car manufacturing and sales contracted in key 

markets after the coronavirus epidemic hit. China was the first country to see a downturn in 

motor vehicle sales in February 2020 but has recovered to its prior position. They have taken 

measures to minimize the effects of COVID-19 and better sales numbers in China have created a 

lifeline for companies like Toyota and Volkswagen. (Statistata, 2020) 

 

(Kang, 2020) 

Before we go into further analysis, it is crucial to define what a business model is.  

A company's business model is defined by three main components. The first element is the value 

proposition, how the consumer will perceive the product and the value network. The second is 

the business communicating with others like partnerships that can be made. The third and final 

component are the main regulations on a broader scale: environmental, legal, and governmental 

regulations.  

The firm is articulated by all these elements. They define their goals, their weaknesses, or 



strengths and, most importantly, distinguish their competitors' businesses by placing it directly 

on the market. The business model can, in a nutshell, be compared to a company's spine. It has 

no instructions to follow without it, and no structure to support it. 

This thesis will analyze the way car manufacturers and dealerships will develop the market and 

the new business objectives. Most significantly, it analyzes and answers the following main 

question: 

3. Methodology  

In this report, participants and associates are BL, Toyota in Iceland and Askja, whom are 

Icelandic companies with sub-contracts with international automotive manufactures and  

operating in the Icelandic automotive market, research is based solely on answers from those 

companies. Authors were unable to retrieve information from other companies in this field. We 

will also look at a car rental vehicle sale to support our case. Qualitative and quantitative 

research will be carried out, in which numbers and data will be provided by quantitative 

research, while qualitative research is allowing us to observe significance and perspective. 

Sampling the sets of t-tests and ANOVA tests, where t-test compare means between two groups 

in more detail in some cases and ANOVA will be used to compare the means between three or 

more groups, comparing numbers from before COVID-19 to current and future market forecast. 

If that does not give us all the outcomes that researchers are looking for, more tests will need to 

be conducted to obtain the outcomes needed for the study. 

Figures will be examined to decide whether there were any other factors that may have caused 

such a decrease in revenues. Information will be gathered through dealerships and through 

Samgöngustofa, the Icelandic Transportation Authority and Bilgreinasambandið whom is a 

holder of automotive market information, which will provide us with sales figures and statistics 

on the types and prices of vehicles that are most common and relevant in all sectors of the 

automotive market. 

Our main data will be collected by interviewing staff from aforementioned car sales companies. 

The use of interviews will help us gather valid and reliable information that is relevant to our 

questions and goals for research. An informal interview is an interview takes place in a casual 

environment that is distinct from the classic face-to-face meeting. Interviews for this thesis will 



be conducted informally, through the use of open questions. That will generate qualitative data 

that will allow the respondent to speak in some depth by choosing their own words and the 

respondent will be able to build from there. 

Secondary data will be gathered from the Samgöngustofa and Bilgreinasambandið and other 

sources that may be found during the process. Useful statistics such as total individual sales and 

how many cars have been registered in each month and quarter of the year. This information will 

assist in the assessment of both market growth and market health.  

Data collected will help us to understand how the automotive market has endured the global 

pandemic of COVID-19 over the past year, to determine what happened and how the automotive 

market can react with evolving markets and increased social distancing into the future. 

4. Theoretical background 

The COVID-19 crisis has forced businesses to re-evaluate how contact with customer is focused, 

how employees deliver relevant customer experiences, where they work, and how digital 

channels can be used through the crisis and beyond to support business continuity. 

As clients, staff, people, our attitudes and behaviors are changing as a result, the global COVID-

19 pandemic has forever altered our experiences. The crisis is changing how and what 

consumers buy fundamentally and is accelerating enormous structural changes in the consumer 

goods industry. Once the immediate threat of the virus has passed, businesses will need to 

consider the impact of these changes on how the experiences that people need and want are 

designed, communicated, built, and run. 

Organizations have an opportunity to accelerate the pivot to digital commerce with these 

emerging new behaviors by expanding existing offerings and creating new service lines, such as 

retailers rallying to provide consumers with 'contactless' delivery and curb-side pick-up services. 

To capture new marketplace opportunities and digital customer segments, this acceleration will 

force organizations to reimagine their digital strategies. (Accenture, 2020) 

4.1 Consumer behavior 

Consumer behavior varies from individual to individual, although there are variables that affect 

consumer behavior. Some variables that must be considered when analyzing consumer behavior 



are culture, social, personal, and of course personality and lifestyle. Culture has a fundamental 

effect on needs and desires.  

 

(Keller, 2006) 

The basics of consumer behavior are the comprehension of history, society, sub-culture, and the 

recognition of various cultures. The social element is how the society is divided into classes, 

comparison groups, families and is by some considered to be the most important component, and 

the position and function determines what is expected of us. Personal factors, such as age, 

occupation, financial position, personality, etc., are the building blocks of who we are and are 

important when evaluating customers. Personality aspects deepen the understanding of what 

distinguishes us, frequently synonymous with products, brands, and businesses. Lifestyle aspects 

shows what we stand for when it comes to values. Moving on to psychological factors such as 

motivation, perception, state of mind, learning, emotion, and memory which is represented on 

the diagram below. (Steven Scalia, 2020)



 

(Sajal Kohli, Björn Timelin, Victor Fabius.., 2020) 

The lockdown period has had and still has a profound impact on how people live, as the world 

begins its slow pivot from managing the COVID-19 crisis to recovery and the reopening of 

economies. We assume for the years to come, the period of contagion, self-isolation, and 

economic uncertainty will change the way consumers act. From how we work to how we shop to 

how we entertain ourselves; the new consumer behaviors span all areas of life. For retailers and 

consumer-packaged-goods companies, these rapid shifts have important implications. Many of 

the longer-term changes in consumer behavior are still being created, giving businesses the 

chance to help shape the next norm.  

  



4.2 Marketing 

Marketing is the activity, set of institutions, and processes that value clients, customers, partners, 

and society at large for the creation, communication, delivery, and exchange of offerings. 

Marketing is an instrument used by companies/industries to advertise their products/services to 

increase the sales or efficiency of their products and/or the value of their products. (Bernard 

Jaworski, 2017) 

Marketing research is the function that connects the consumer, customer, and public to the 

marketer by means of information, information used to identify and define marketing 

opportunities and problems; generate, refine, and evaluate marketing actions; monitor marketing 

performance; and enhance marketing understanding as a process. It aids in determining the needs 

and desires of the customers. Understanding customers and their needs will help businesses 

design products or services that best suit them. 

Marketing research specifies the data needed to address these problems, designs the information 

collection method, manages and implements the process of data collection, analyzes the results, 

and communicates the results and their implications. 

It is imperative to consider what the post-COVID world will mean for those of us in the digital 

marketing realm as the world grapples with COVID-19. The pandemic has accelerated the digital 

transformation and has given many online industries new power. Many have been depended on 

Amazon,  Zoom and other digital services to get through the day, which means that we want to 

make decisions as digital marketers that use this fresh reliance on technology to our advantage. 

(Burkhard Berger, 2021) 

Below is a graph showing the change in internet performance during the COVID-19 crisis. 



 

(Internet performance during the COVID-19 emergency, 2020) 

On this graph, Portugal has seen the most growth in Internet use, with a 50 percent increase 

currently, followed by Spain and the United Kingdom. By the end of March, Italy had plateaued 

at around a 40% increase in usage, while France had reached a little over 30% increase from the 

end of last year.  

4.3 Sales 

The word "sales" covers all the activities involved in the sale to a customer or company of a 

product or service. But for corporations,' revenue' has a broader meaning. Companies have 

distribution departments made up of staff who are committed to the selling of their goods and 

services. The top three priorities of sales organizations in the U.S. were account growth, 

improving manager effectiveness, and improving pipeline activities, according to the Gartner 

2019 Chief Sales Officer survey. For closing deals and turning leads to buyers, many sales teams 

are kept to monthly targets or benchmarks, and because of this, sales careers are also quick 

https://blog.cloudflare.com/recent-trends-in-internet-traffic/


paced. The purpose of sales for companies and their sales organizations is to create prospects, 

reach out and develop a partnership with them, and provide a solution that will help their 

prospects. These activities lead to a transaction, a happy client, and the company's income. 

(Meredith Hart, 2020) 

More than three-quarters of buyers and sellers say that they now prefer digital self-service and 

remote human interaction over face-to-face interactions, a feeling that has steadily intensified 

even after the end of lockdowns. Of course, safety is a catalyst for this transformation. Self-

service and remote interactions have made it easier for buyers to get data, place orders, and 

arrange service, and that speed and convenience has been enjoyed by customers. Only around 

20% of B2B (Business-to-business) buyers say they hope to return to in-person sales, even in 

sectors traditionally dominated by field sales models, such as pharmaceuticals and medical 

products. (Arnau Bages-Amat, Liz Harrison, Dennis Spillecke, and Jennifer Stanley, 2020) 

 

(Arnau Bages-Amat, Liz Harrison, Dennis Spillecke, and Jennifer Stanley, 2020) 

  

https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/these-eight-charts-show-how-covid-19-has-changed-b2b-sales-forever


4.3 Service 

The activity of doing something for someone or something is a service. It is largely immaterial 

(i.e., not material). Since you can touch it and own it, a product is tangible (i.e., material).  

A service appears to be an experience that is accessed during the purchasing process and up until 

the point that the product is bought, it cannot be owned. One day, a person might go to a cafe and 

have excellent service, and then return and have a bad experience the next day.  

A service is an operation that is correlated with some aspect of intangibility, requiring some 

contact with the customer or property in their hands, which does not result in a transfer of 

ownership. 

As referred above, client behavior has changed dramatically since the outbreak of the pandemic. 

To survive, companies need to adapt by speeding up trends in customer service that already 

exist. A major driver of client satisfaction and loyalty is customer support. 93 percent of 

consumers are more likely to buy from brands with exceptional customer service. (Michael 

Redbord, 2021) On the other hand, after just one negative experience, 51 percent of customers 

would never return as a costumer.  

This uncertain arising from the pandemic situation accelerates many patterns that have already 

existed in customer service, from contactless engagements to the personalization of customer 

experiences. The number of users relying on live chat is growing in the era of contactless 

communication between brands and clients. Most importantly, in real-time, they expect your 

customer service agents to answer their questions. Studies show that 82 percent of consumers 

expect immediate answers to questions about sales and marketing. (Michael Guta, 2018) 

Coronavirus has already led customer sentiment to a worrying downturn. More than ever, 

customers are now reassessing their purchasing decisions. More importantly, they are less 

tolerant of bad experiences with the brand. Considering that it is not surprising that 

personalization still plays a key role in customer service. It helps you to insert relevance into 

customer interactions and build a strong virtual relationship foundation. (Emma Miller, 2020)  



5. Analysis 

Analysis is a detailed examination of anything complex to understand its nature or to determine 

its essential features. (Merriam Webster, 2021) 

The majority of the analysis will be conducted through peer-to-peer interviews with 

representatives from each firms. The information is then gathered, organized, and double-

checked for errors. With the help of Samgöngustofa, we will be able to see new vehicle sales by 

manufacturer, model, and fuel type. 

Researchers have access to information regarding sales per month, as well as which products 

have sold the most and least. Because this information is not publicly available, researchers will 

need to conduct peer-to-peer interviews with dealerships to gather data on how service has 

improved over time. Peer-to-peer interviews will be conducted using face to face, zoom, and/or 

teams. This is decided by the interviewees to best suit them given the constraints in place at the 

time.  

Samgöngustofa's data has been allocated and analyzed for this study. The data from 

Samgöngustofa is mostly in the form of graphs showing sales of new and used vehicles ranging 

from passenger cars to large buses, as well as how many were sold per month and year since 

2010. The interviewees decide on this to provide better service to them given the constraints at 

the time.  

Because of the covid restrictions in Iceland, this research analysis is mostly done via emails and 

Zoom meetings.  

5.1 Questions and process 

Questionnaire was made in Icelandic and interviews also conducted in Icelandic. questionary 

will be translated here below.  

The questionary was divided into sections that covered each of the set (e.g., marketing, sales, 

service, and consumer behavior) was setup to gather information important to each field.  

 

Marketing 

First question: how was your marketing strategy before covid?  

 How was your marketing strategy changed after covid started?  



 If there has been a change in marketing, what was it that you had to think about when 

marketing?  

 open for more question? 

Sales 

First question: how where sales before covid and what was the outlook before covid hit? 

 Has the sales process changed after covid, how are you approaching customers and what 

has changed in consumers during covid? 

what is the biggest change regarding sales after covid in connection to consumer 

behavior?  

 Open for more questions?  

Service 

First question: how was service before covid?  

 Has service changed after covid if so, how has it changed?  

 What was the biggest change to service because of covid?  

 Has covid had an effect on what kind of service consumers are expecting? 

 Open for more question?  

Consumer behavior  

First question: what was consumer behavior before covid? 

 Have you felt a change in consumer behavior after/during covid?  

 If there have been changes what are the most significant ones? 

 If the effects were bad, what measures did you go to prevent them from happening in 

service and sales?  

 If there were changes during covid what are the most significant ones that you have had 

to make to adjust during covid? 

 Open for more questions? 



5.2 Automotive market (vehicle registration and change of ownership) 

   

( Fjöldi nýskráninga eftir tegund = Total registrations sorted by automaker ) 

(Samgöngustofa, 2021) 

Researchers have acquired data from Samgöngustofan which shows us registration of cars for the 

year of 2019 and 2020. This data was used to see the difference as of before covid-19 hit and 

how it is going now.  

On the above left graph, you can see data starting from January 2019 to November 2019, because 

cases of covid-19 were registered early December and on the right graph you can see data 

starting from January 2020 to November 2020, which will be the same timeframe as researchers 

used the year before but now when strong cases of covid-19 began to show.  



Researchers can see that Toyota has the lead in the market of dealing with new cars, with most 

registered cars both years where 2,228 cars were registered before covid-19 hit from January to 

November and 1,528 cars registered during the same timeframe the next year, which gives us a 

drop of approximately 31,5%. Same goes for other car manufactures, if we look at Kia and 

Volkswagen, both have a drop of 40,8% and 27,6%. The only difference in the graph is the 

arrival of tesla in fight for the most sales in Iceland. 

As seen in the graph below, a more detailed monthly teardown of registered vehicles. There was 

a substantial drop in sales from 2018 to 2019, with the monthly average of newly registered 

vehicles dropping from 1498 to 974 in 2019. There was also a drop from 2019 to 2020, with the 

monthly average dropping from 974 to 780 vehicles. The graph shows that there is a sales curve 

in Iceland, and that there is a visible coherence of when sales decline and increase from 2018 to 

2019. If we look at December, it is the only month that shows an increase in sales from 2018 to 

2020. New releases from manufacturers, such as new models as well as decrease in constraints 

on COVID-19 may explain the increases in new vehicle registrations in December. 

 

(Samgöngustofa, 2021) 



5.2.1 Automotive sales 

Our first interview was arranged via Zoom with Andri Úlfarsson who is a Sales manager at 

Toyota Kauptún, also known as Toyota Jidsha KK in Japan, is the Toyota Group's parent 

company. In 2008, it surpassed General Motors as the world's largest automobile manufacturer 

for the first time. Automobiles, automobile parts, commercial and industrial vehicles are all 

produced by many of the company's 1,000 subsidiary companies and affiliates. Toyota City is an 

industrial city east of Nagoya, Japan, where the company's headquarters are located. The 

company's headquarters are in Kauptún, Iceland, where they concentrate on Toyota sales and 

repairs. (The Editors of Encyclopaedia Britannica, 2020) 

Interview took approximately 50 minutes where information regarding sales was gathered. 

Questions were asked about sales before COVID-19 and during the pandemic to understand the 

changes that it might have caused, the response was pretty much as they expected. People are 

more cautious, not willing to go outside a lot because of the pandemic itself, therefore companies 

like Toyota must find new ways to sell cars. Toyota focus switched onto the website itself, more 

information was available online and therefore people already acknowledged the information 

regarding the vehicle they were going to purchase, and no need was for face-to-face talk with the 

representative asking question regarding the vehicle itself. Pandemic had an effect on the sales, 

but their prediction of the drop was way higher than it actually was, electric cars had a big 

impact on the market and helped a lot while the pandemic was taking place, more and more 

customers are willing to change their petrol / diesel cars to an electric vehicle to lower their 

carbon print. They also noted that because of the travel restrictions people were more willing to 

into spend their money on purchase for a new car, now that they were not able to spent the 

money on vacations. 

Toyota already started implementing changes regarding the cars to provide more electric cars 

into the market to stay up to date and keep their sales going up. Toyota's first electric car on a 

new e-TNGA base, which uses only batteries, will be unveiled in April of 2021. They confirmed 

the launch of the electric car last year, which will be roughly the same size as the RAV4 family 

SUV. The wheelbase however is longer but the overhang at the rear and the rear itself should be 

shorter than the RAV4. This gives more availability for interior space. (Reykdal, 2021) 



Our second interview was conducted via Zoom with Erling Gauti Jónsson, the company's Brand 

Manager, for providing us with information about BL ehf., that is an Icelandic dealership that 

sells the car brands Hyundai, Nissan, Land Rover, Jaguar, BMW, Mini, Isuzu, MG, Renault, and 

Subaru vehicles, among others. BL ehf. has a long history. In 1954, BL began selling the 

Podebu, a Russian-made vehicle, in Iceland. Lada was their most popular vehicle from the time 

they acquired the rights in 1974 until 1992, today is the Nissan Leaf taking that position. Since 

BMW acquired majority ownership in 1994, BL ehf. made a deal to sell BMW and Renault, 

which included Rover. Land Rover was introduced to the BL ehf. fleet in 1996. Fast forward to 

2012, when BL and Ingvar Helgason merged to form the BL ehf., which is still known in Iceland 

today gave us a nearly identical response.  

Erling stated that there were no significant changes in car sales during the period, there were 

other alternatives that played a role in keeping auto companies' sales up, which will be discussed 

later in the research. Sales fell short of expectations from January to February 2020, dropping 

from 13.000 to 10.370, However, they pointed out that the market has been declining since 

January 2018, with only one month between February 2018 and February 2020 showing 

significant growth.  

Mentions of a drop in sales for BL ehf. due to the pandemic were certainly an option, but they 

were only expected to last a short time before slowly regaining their footing after the market 

reopened. 

They had to put a lot of effort into making their location as sanitary as possible by moving 

everything to the digital realm so that people would be better informed about the vehicle before 

making a purchase, and test drives were moved from the dealership to the customer's home. 

The sales data researchers were given before and during the pandemic, including car 

registrations, will be shown in the following chapters, which should give us an idea of how the 

pandemic affected the automobile industry. 

The third interview was conducted on Zoom with Jónas Kári Eiríksson, the Head of Logistics at 

Askja, for providing us with information about Askja ehf. Askja ehf. is an Icelandic dealership 

that provides Iceland with the car brands Mercedes-Benz, Kia and Honda. Askja also provides 

the sales of the Mercedes-Benz trucks and service. 



5.2.2 Automotive sales before covid-19 

 

( Fjöldi nýskráninga eftir tegund = Total registrations sorted by automaker, Undirtegund = Sub-

class, Orkugjafa = Power source, Bensín = Gasoline, Dísel = Diesel, Rafmags = Electric ) 

(Samgöngustofa, 2021) 

5.2.2.1 Toyota 

Researchers did not have access to direct sales from Toyota Reykjavík,  data was then gathered 

from Samgöngustöfa as that was the most reliable option.  

The graph above shows car registrations prior to COVID-19, which will be from January to 

November 2019. This is the best timeframe before COVID-19 had an impact on the automotive 

market. 

We start with Toyota, where 2,229 cars were registered between January and November 2019. 

Most of the registered cars are SUVs, with the RAV4 being the most popular one, followed by 

Land Cruiser and smaller cars like Yaris and Aygo.  



If you look at the graph, you will notice "Bensin/Rafmagn" on the right side, which stands for 

Hybrid cars that are rapidly increasing in popularity. As previously stated, people are beginning 

to switch from gasoline and diesel vehicles to hybrid vehicles, and this graph proves it for the 

Icelandic market. 

5.2.2.2 BL 

   

( Bensín = Gasoline, Dísel = Diesel, Rafmags = Electric ) 

(Samgöngustofa, 2021) 

Next, look at BL, when looking at the numbers from January to November of this year and 

compare them to the numbers from the following year of 2020 which will be in the next chapter, 

we can see that while the sales of fossil-fueled vehicles have decreased, the sales of electric 

vehicles have not. In 2019, the Dacia Duster was the most popular vehicle, according to the 

graph. The Nissan Leaf, which is a fully electric vehicle and was the only vehicle not affected 

during this period. BL ehf. sales of electric vehicles in 2019 accounted for more than half of all 

sold vehicles, with the Hyundai Kona and Nissan Leaf being the most popular electric vehicles. 

Nissan also offers a variety of other electric vehicles, including the Nissan Zoe and the E-NV-

200 electric van. Customers are looking into more environmental options as a result of this. 



5.2.2.3 Askja 

 

( Fjöldi nýskráninga eftir tegund = Total registrations sorted by automaker, Undirtegund = Sub-

class, Orkugjafa = Power source, Bensín = Gasoline, Dísel = Diesel, Rafmags = Electric ) 

(Samgöngustofa, 2021) 

Looking at the sales of Askja, which as referred to above, is the main dealership for Mercedes-

Benz, Honda, and Kia. The numbers show that Kia Sportage was the most popular vehicle sold 

by Askja ehf. in 2019, followed by the Kia cee'd. Kia is Askja’s most sold vehicle as seen they 

sold 1,468 Kia’s compared 535 Mercedes-Benz while the most sold Mercedes-Benz was the 

Sprinter which is a van. 

Askja ehf. also offers a variety of hybrid and electric vehicles, including the Honda E, Kia's E-

NIRO, and Mercedes-EQ-series, Benz's giving customers a wide range of electric vehicles to 

choose from. Askja also offers a variety of hybrid vehicles, thanks to Kia and Mercedes-Benz 

expanding their hybrid vehicle offerings. 

 



5.2.3 Automotive sales during covid-19 

 

 

( Fjöldi nýskráninga eftir tegund = Total registrations sorted by automaker, Undirtegund = Sub-

class, Orkugjafa = Power source, Bensín = Gasoline, Dísel = Diesel, Rafmags = Electric ) 

(Samgöngustofa, 2021) 

5.2.3.1 Toyota 

Now examining the data from January to November 2020 to see where COVID-19 had the 

greatest impact on the automotive market.  

The number of registered cars has decreased from 2,229 in 2019 to 1,528 in 2020, reflecting a 

decrease of approximately 31.4491 percent. 

During this timeframe, little has changed in the car category; RAV4 remains in first place, 

followed by Land Cruiser. Then there are Yaris and Aygo, which are smaller cars.  



When comparing the number of Hybrid vehicles sold to the number of Diesel and Petrol vehicles 

sold,  people seem to prefer Hybrid / Electric vehicles to Diesel and Petrol vehicles. 

5.2.3.2 BL 

 

( Bensín = Gasoline, Dísel = Diesel, Rafmags = Electric ) 

(Samgöngustofa, 2021) 

The graph above depicts the numbers of all vehicles sold by BL ehf from January to November 

2020. Because Nissan Leaf, a fully electric vehicle, is the most popular option, researchers 

assume that there is real interest in electric vehicles, as shown in the graph above. When 

comparing the graph above to the graph in previous chapter on before COVID-19, researchers 

can see that fossil fuel vehicle sales have decreased from 2,978 to 1,476 in 2019, while electric 

vehicle sales have been stable 693 the year before and 651 this year. The small drop in sold 

vehicles could be attributed to increased competition on the market, such as Tesla, which had the 

most sold electric vehicle in 2020, or to the impact of covid. Covid has had an impact on the 

community, and studies mentioned throughout the thesis show that people are becoming more 

cautious about their purchases. Because of covid, BL ehf. was also offering at-home trial drives, 

where they brought the customer who was thinking about purchasing right to their doorstep to 



increase sales, though researchers do not have sales figures for when this was implemented 

before and after. BL ehf. took all necessary precautions to ensure the safety of its customers 

when they visited their dealership and minimized the amount of personal contact that is required 

when a customer visit. 

5.2.3.3 Askja 

 

( Fjöldi nýskráninga eftir tegund = Total registrations sorted by automaker, Undirtegund = Sub-

class, Orkugjafa = Power source, Bensín = Gasoline, Dísel = Diesel, Rafmags = Electric ) 

(Samgöngustofa, 2021) 

When we look at the company Askja from January to November 2020, the most noticeable 

difference is that all the petrol and diesel cars have decreased in sales, while electric and hybrid 

cars have taken over. This decrease can be attributed to the fact that rental car purchases have 

decreased, as shown in the graph in the next chapter. 



In 2019, the most sold car is Sportage with the sales of 329, than Kia ceed with 255 and then 

Niro with 210, where this year it´s Niro with 225 which will be slightly higher than the last year 

but the Sportage has a drop of approximately 63% and Kia ceed had a 50% drop. 

The following chapter will give you a rough idea of how much car rental purchases have 

decreased, which may have contributed to the decline in sales for those specific cars. 

  



5.2.4 Rental sales during covid-19 

 

 

( Bílaleigurbílar = Rental vehicles, Fjöldi = Amount, Nýskráningar nýrra fólksbíla í 

ökutækjaleigu = new registrations of new passenger car rental vehicles, Uppfært = Updated ) 

(Samgöngustofa, 2021) 

A quick look at numbers of new cars registered as rentals cars can provide insight into how the 

Covid-19 has impacted tourism and car sales for rental companies. As you can see in the image 

above, new car sales for car rental companies have plummeted because of the COVID-19 

restrictions on traveling, indicating that the overall automotive market in Iceland has seen a drop 

in sales. Since tourism in Iceland is one of the major drives of the Icelandic economy. 



 

( Bílaleigubílar = Rental car, Nýskráningar eftir mánuðum = Registrations sorted by month, 

Janúar… = January…) 

(Samgöngustofa, 2021) 

The graph above shows a more detailed breakdown of monthly car sales. If we look at the period 

from April to May, we can clearly see that following the tourism lockdown, car rentals ceased 

their car purchases, resulting in a significant drop in overall sales for the Icelandic automotive 

market. 

The global tourism and mobility industries are being severely impacted by COVID-19. This is 

affecting dema nd of rental cars, particularly at airports, which is where companies like Hertz and 

Avis Budget make their revenue. 

Although rental companies may be de-fleeting now, the summer season will begin in July which 

is three months from the publication of this analysis, and rental companies will need to restock 

their fleets assuming the coronavirus has been contained and life starts to return to normal. Car 



rental demand may then exceed supply, resulting in reduced discounting if companies return to 

the market. 

With increased vaccination there is hope for the tourism industry to rebound, and car rentals can 

be expected to purchase more vehicles to inflate their availability and stock. 

5.3 Consumer behavior 

Based on the information we have gathered, Covid-19 appears to have had limited impact on the 

automotive market as a whole; sales have dropped slightly, but are quickly rebounding, with the 

main reasons for this being identified below. 

Many people are hesitant to use crowded public transportation to get to and from work daily for 

fear of being in close proximity to one another and touching dirty surfaces, exposing themselves 

and their families to infection. Lower oil prices may make driving a car more appealing, at least 

from an economic standpoint. With the emergence of electric and hybrid vehicles rapidly 

entering the market, we may see consumers choosing private vehicles over public transport 

which will further support the industry. 

However, it is not without flaws, as evidenced by the drop in car dealing sales. Value of personal 

space is obvious; the economic crisis is preventing many people from purchasing a car. The 

crisis' immediate macroeconomic impact has resulted in high unemployment, which will 

translate into lower demand for new automobiles, and it shows.  

Below, we will present data gathered from automotive companies on how COVID-19 affected 

consumer behavior and how it was prior to the pandemic. 

5.3.1 Consumer behavior change during covid in automotive market. 

Researchers collected data from various organizations and came up with a very similar findings, 

with Toyota reporting that customers are much more educated on what they are purchasing than 

ever before. 

The usage of the internet and social media has empowered the user as the digital age has 

progressed. Consumers can get instant product details with just a few taps on the website of the 

company. 



Online research is an important part of the buying process in the era of the customer. The 

decision-making process has become more complex as customers now have more on-demand 

access to product information. This is because the decision is no longer purely based on the 

commodity. Everything now has an effect, from a company's social media messaging to how 

likely an individual is to purchase a product. Instead of going to a dealership and test-driving the 

vehicle, people spend more time researching beforehand and considering reviews rather than 

going and trying it out for themselves. 

Over the last few years, customized interactions have been a hot subject, but they are now 

expected. People are increasingly valuing personalized customer experiences over generic and 

pointless emails. Traditional pushy sales tactics are more likely to scare your customers away 

than to close a deal. Customers no longer want to be viewed as a number against a goal. It is 

critical to make the customer feel human, nurtured, and that their needs are being met when 

implementing a sales strategy. Rather than starting a campaign with your product, companies 

focus on who the customers are, what they need, and why the product are the best fit for them. 

This is not just about pre-sale efforts; it is also important to remember that the sale is only the 

start of the customer journey. 

This has not yet happened in Icelandic automotive market, in other places of the world we can 

notice people's attitudes toward automobiles are changing as companies like Uber, Lyft, and 

Drive Now grow. Even those who do want a car are increasingly leaning toward leasing rather 

than buying one outright as transportation moves from a lifestyle accessory to a utility and 

necessity.  

Rich urbanization is hastening the shift from ownership to usership. For example, many people 

in other countries see no reason to invest in a luxury vehicle when they can hop on the tube, 

summon an Uber, or hire a car instantly through apps like Drive Now. Consumer expectations 

and behaviors will continue to evolve as the digital age progresses. It is more important than ever 

to stay current and ahead of the competition for many companies in Iceland or else they will not 

be able to hold stable and rising revenues. (Majentasolutions) 

5.4 Customer service 

Making a personal connection with the customer is an important aspect of customer service that 

is often overlooked, to improve your retail performance. Car salesmen who can empathize with 



their customers' needs and form a bond with them are more likely to succeed. Although, as 

previously stated, many purchases are made online, and even more so during times of pandemic. 

However, we do not want to be talk to a robot in a store who, in most cases, isn't personable. 

We gathered some perspectives from companies in Iceland, and the majority of the responses 

indicated that customer service has not changed all that much but has become more sanitized 

instead. Meaning, more precautions are being taken against covid19.  

Following that, we will discuss the most significant changes that occurred during the Covid-19 

pandemic, as gathered from various company perspectives. 

5.4.1 Customer service changes during covid-19 pandemic in automotive market 

According to the interviewed Icelandic automotive companies, they have few restrictions to 

service; the majority of the responses we have received simply state that they take all possible 

precautions when it comes to touching and sanitation. 

The following are the most common actions taken by automotive companies in Iceland during 

the Covid-19 pandemic. 

• Disinfectant dispensers in the restroom and other areas of the workplace are being 

installed. Using posters to promote hand washing and combining it with information 

sessions and internal communication, employees do not only to store their belongings via 

lockers each day, but also disinfect their own desk, keyboard, and telephone. 

• Allowing employees to work from home on a regular basis, especially if they have a 

minor cough or sneezing fits. Encourage customers, suppliers, and business partners to 

participate in conference calls to discuss issues. Encourage employees to avoid taking 

public transportation and congested areas as much as possible. 

None of the companies mentioned making a significant change in service delivery, other than 

making it more sterile and reducing customer contact. 

5.4.2 Customer service future outlook 

When it comes to the automotive market future, one thing is certain: the COVID-19 crisis will 

forever alter consumer preferences as the results of the interview show that customers are more 

willing to move into the digital era. 



The epidemic's most direct and immediate effect was a significant reduction in public movement 

and social gatherings. The government issued more stringent short-term policies and guidelines 

on movement, business resumption, and social activities. The passenger car market's short-term 

supply and demand were bound to be severely impacted. 

Deloitte is a leading global provider of audit and assurance, consulting, financial advisory, risk 

advisory, tax, and related services remains optimistic about overall demand in China's 

automotive market in the medium and long term. Because of aging vehicles, changes in family 

structure, and increased willingness to upgrade consumption, there is significant untapped 

demand for replacing old cars or purchasing new ones. Existing customers' demand for new cars 

has become a major growth driver in the market. At the same time, the external economic 

environment has a lesser impact on such non-rigid demand. One of the reasons luxury car sales 

have outpaced the industry average over the last two years is because of this. 

Nonetheless, the epidemic is expected to have a significant impact on China's auto market. Strict 

quarantine and control policies have harmed offline sales severely. Consumer demand for 

automobile purchases, usage, and maintenance, as well as consumer behavior, will shift from 

offline to online, hastening downstream retail transformation. (Deloitte) 

The COVID-19 outbreak is putting original equipment manufacturers (OEMs) and dealers to the 

test. It will increase industry competition and force a "survival of the fittest" reorganization. 

However, the epidemic also presents opportunities for development. In the face of adversity, 

passenger car companies will have to accelerate their shift away from traditional sales and 

marketing models, bringing new customer journeys to live, that address vehicle purchase, use, 

and maintenance requirements, as well as corresponding digital sales models and processes. 

5.5 Marketing during covid-19 

The focus for automotive brands is clearly on establishing long-term relationships with both 

existing and potential new customers. Because car purchases are often lengthy, the hope is that 

people will take advantage of deferred payment options in the short term, or that brands will 

remain top of mind once things return to normal.  

The marketing for automotive companies in Iceland has not changed much; Toyota said the 

biggest change was a more functional rather than inspirational approach with its "Here to Help" 



ads, which promote the company's still-open service departments and what they offer (such as 

no-contact vehicle drop-offs and repairs) and, of course, a strong emphasis on sanitization. 

Where BL states that the pandemic of covid-19 has had no effect on their advertising actions but 

has sped up the process of going digital. Even before Covid-19, BL had plans to make all their 

advertisements more digital, but with the pandemic, the process was given more attention. 

Same goes for the company Askja, their process of going digital was given more attention and 

focus on advertisement through social media was increased. 

The most significant event cancellation, according to Toyota, was "service day," which included 

a free car wash and, of course, some snacks and drinks. 

5.5.1 Marketing outlook after the pandemic covid-19 for automotive market 

With many forecourts already open and lockdowns starting to ease, how brands act in the coming 

weeks and months will be crucial as consumers behavior has altered. While consumers may be 

hesitant to make large purchases, these purchases will be well informed thanks to brands like 

Toyota, BL and Askja. Automotive brands should be aware of this, and a marketing campaign 

that is too aggressive may result in a negative response. 

It is also critical for brands to continue to follow government guidelines at all levels in order to 

keep customers and employees safe. Incorporating this messaging into a marketing campaign 

demonstrates a company's commitment to a safe return to the "new normal" and positions it as a 

trustworthy brand. 

Without a doubt, coming weeks and months will be extremely challenging for many brands, but 

the power of a strong marketing campaign could make all the difference in terms of attracting 

and retaining customers. 

Many dealerships will not bother to change their advertisements and will keep things as they are 

without becoming aggressive. ( Paul Hitchens, 2020) 

6. Discussion 

This analysis supports the theory that demand, will eventually return; manufacturers will 

however have to meet a changing set of expectations when it comes to how consumers will 

interact with the market. Many consumers have increased their use of digital tools to consume an 



increasingly diverse set of goods and services, ranging from groceries and apparel to 

entertainment and even medical consultations, because of various levels of lockdown and stay-

at-home orders. It is a reasonable assumption that this behavior will not only become more 

common among consumers, but will also extend to large purchases, such as automobiles. In fact, 

as economies around the world began to shut down for extended periods, many vehicle retailers 

installed third-party solutions to enable a fully digital vehicle sales process in order to stay 

relevant as mentioned in interviews.  

This journey, however, may not be without its share of challenges. According to the Deloittes 

insights, most consumers are not interested in buying their next vehicle online—interest in a 

fully online purchase process is limited to one in four consumers or fewer in other markets 

around the world, with the exception of India (71 percent) and China (45 percent). This could be 

due to a long-held belief that certain aspects of the vehicle sales process, such as the test drive, 

are still difficult to digitize. As a result, it will be critical for OEMs and retailers to keep 

deploying digital tools that address key consumer pain points like the overall length of time it 

takes to complete a purchase and the excessive paperwork involved. (Robyn Wagner Skarbek, 

2019) 

It is clear from our interviews with a few automotive companies that going fully digital will hurt 

their bottom line. Instead of going all-digital, they provide both options, allowing you to 

purchase the vehicle using a touchless service as well as the traditional method, which comes 

with additional safeguards. 

Many people's perceptions of mobility are being influenced by the COVID-19 pandemic. Many 

consumers in France, the United States, the United Kingdom, and South Korea have concluded 

that the idea of vehicle ownership is valuable to them—79 percent in France, 74 percent in the 

United States, 69 percent in the United Kingdom, and 63 percent in South Korea. In comparison 

to shared transportation options, owners can be more confident in the level of hygiene in their 

own vehicles. In fact, 56 percent of people polled in the United States said they intend to reduce 

their use of public transportation in the coming three months. Italy (63 percent), Spain (60 

percent), Australia (53 percent), and Japan (48 percent) all have similar sentiments. Many 

consumers are also questioning their use of ride-hailing services in many countries. All of this is 

having a big impact on shared mobility business models, and it is going to be a big challenge for 

both established players and newcomers. (Tim Higgins and Parmy Olson, 2020) 



However, converting this consumer sentiment into actual vehicle sales could be difficult, as 

rising affordability concerns could drive people away from the market. It may also force people 

who were planning to buy a new car to reconsider their plans and look at the used car market 

instead. In 2019, the average transaction price for a new car in the United States was US$37,308, 

a difference of nearly $15,000 when compared to the average three-year-old vehicle 

(US$22,459). (Ivan Drury) Because data on the average price in Iceland was unavailable, global 

data was used to approximate the figures that the Icelandic automotive market might show. Used 

vehicles may be assuming the role of entry-level car as a result of this significant difference, 

providing a compelling option for cash-strapped consumers to consider. Furthermore, consumers 

interested in purchasing a new vehicle may choose to downgrade to a less expensive vehicle 

segment or reduce the number of features included. In any case, financial institutions, including 

captive lenders, will almost certainly play a key role in determining whether consumers will be 

able to maintain credit access and remain in the market. 

The pandemic began just as the global automotive market was experiencing a cyclical slowdown, 

with the possibility of a more permanent, structural demand downshift. It is also happening 

against a backdrop of intense pressure on global automakers to maintain massive research and 

development spending with no guarantee of a return on investment, as well as a pressing need to 

develop new business models. The full scope of the pandemic will remain unknown until daily 

life is back to “normal”. What is becoming clear is that industry stakeholders—including 

manufacturers, suppliers, retailers, financial institutions, and governments—need to come 

together in a focused dialogue to understand exactly what actions are required to address these 

incredibly complex issues and get the global automotive engine back on track. 

6.1 Our thoughts 

Consumer behavior and COVID-19 might have an impact on the future, since it has already 

influenced current market in multiple ways. Is it for the better? That is to be seen. Authors think 

that the pandemic has resulted in an even faster digitalization of media and information for the 

consumers, access to information and personalization is more vital for the consumers than ever 

before. Companies in this market have realized this and are moving forward, although holding 

onto tradition of having show rooms and offering test-drives. One of the things that the authors 

think is going to happen is virtual show rooms where the costumer is able to construct their 



vehicle in virtual reality, whether it´s in person or online and they will be able to look around it 

before making their purchase. Askja ehf. has already started their work on the online experience 

with their online showroom. Authors think that personalized service is going to be a selling point 

for a lot of car dealerships in the future because of the digitalization increment and contact points 

online increase in value for them. Authors think that after the pandemic has subsided and a few 

years later the market will normalize with an emphasize on the online experience and 

personalization on behalf of the consumer. Show rooms will always be there because even if you 

read everything online about the vehicle and watch reviews on YouTube, there will always be a 

need for test-drives, to feel the vehicle and get the sense for it.   

7. Conclusion 

It is unclear when full vaccination will be reached against this pandemic, it is therefore difficult 

to predict the future consequences that the automobile industry will face, but it will result in 

widespread consumer distrust, affecting automakers' revenues and profitability. Automakers may 

be forced to divert capital to keep operations afloat, leaving research and development (R&D) 

funding for advanced technology initiatives dwindling. 

Our thesis started with the question “To what degree is social distancing changing consumer 

behavior and what is the role of digital tools in maintaining customer engagement going 

forward?” 

The COVID-19 pandemic has partially altered our insight on the consumer behavior. People are 

buying differently, living differently, and thinking differently in many ways. The supply chain 

has been put to the test. Retailers are shutting their doors. Consumers all over the world are 

taking a fresh look at products and brands. In a matter of weeks, the virus is reshaping the 

consumer goods industry in real time, rapidly accelerating long-term underlying trends. 

According to our findings, new habits formed now will last long after the crisis has passed, 

permanently altering what we value, how and where we shop, and how we live and work. 

Some of the most memorable experiences in people's lives are those that are personalized and 

tailored to them on a personal level. People expect similar experiences across all of their brand 

interactions these days, whether they are paying for coffee, ordering groceries online, booking 

travel, or purchasing a car.  



Automotive companies are addressing this challenge by incorporating advanced digital 

technologies into the buying process. With the goal of increasing customer engagement on the 

showroom floor, many automotive manufacturers and dealers in Iceland are investing heavily in 

a variety of consumer-focused digital technologies, ranging from tablet-based product guides to 

virtual reality (VR)-enabled applications. The goal is to modernize and improve a sales process 

that has not changed in over a century. The need to embrace new technologies to improve the 

car-buying experience appears critical in an industry where competition for consumer attention is 

likely to intensify in the face of softening overall demand. Digital transformation, on the other 

hand, can refer to a variety of things, and investments should be focused on areas where 

customers see the most value.  
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