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V

ery few dealers
would argue that the
automotive retail
sector is rapidly
evolving. Just about every aspect
of our industry has changed
over the last decade, from the
way consumers research and
finance their next car, to the
vehicles themselves. Add to
the mix broad external factors,
such as Brexit and changes to
Vehicle Excise Duty (VED), and
today’s market is an increasingly
complex and challenging one.

‘All retailers are
having to adapt to
the ever changing
market conditions,
but the study found
the most successful
are committed to
revolutionising their
business to meet the
challenges.’

In light of these macro changes,
any dealer that is operating
today can be considered
successful. However, despite
the tough conditions many
businesses from across the
independent, franchise and
supermarket sectors are thriving.
To better understand how these
top performers are managing
the challenges of the evolving
market, we undertook an indepth study – conducted by
independent research agency
Acacia Avenue - based on 70
comprehensive dealer interviews,
to look at what separated
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these businesses with their less
successful counterparts. We
spoke with them about all aspects
of their business and found that
those who were more successful
were selling more cars, more
quickly and making more profit.
The research revealed a number
of important trends, most notably
a deep attitudinal division
between the best performing
dealers and the less successful.
All retailers are having to adapt
to the ever changing market
conditions, but the study
found the most successful are
committed to revolutionising their
business to meet the challenges.
In this whitepaper we’ve
examined the contrasting
mind-sets, and illustrated the
respective impact on business
performance using the concept
of a virtuous vs. vicious circle.
For the purpose of this paper,
we define a virtuous circle as
a positive cycle of outcomes
resulting from a ‘pioneering
retailer’ mind-set, whilst the
vicious circle is the result of a
‘traditional dealer’ mind-set.

With both successful and unsuccessful dealers (franchise and independent)
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The Pioneering Retailer:
We found that the more
successful dealers approached
their business with what we
refer to as a pioneering retailer
mind-set. In a broad sense,
more successful retailers are
embracing the changes within
the market and optimistically
view them as an opportunity to
evolve their business.
They typically take a more
entrepreneurial and flexible
approach to their business,
and are open to new views
and practices from outside the
automotive retail sector.

More open
minded
New basis for
relationship not
transaction
Meet customers on own
terms, adapting retail
model / space

Borrow from
other sectors

Virtuous
circle

Margin is eroded but
they spend less time
selling each car

Data is an
opportunity
(as is everything)
Customers are
more empowered

Don’t have to spend time
haggling, relationship
less adversarial

The Traditional Dealer:
This contrasts with the
traditional dealer mind-set,
which generally considers
change as a bad thing. Our
research found that the less
successful are falling into this
group; those that fail to adapt
often look longingly back to
the ‘good old days’ rather than
eagerly to the future.
In fact, 75% of those deemed
successful have a positive
outlook for the coming year,
significantly higher than the
53% of their less successful
counterparts. Such is the
attitudinal shift between the
two, one in five less successful
dealers are already developing
their exit strategy in the longer
term - an alarmingly high
proportion.
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Relying on old model
relationship management,
not bringing in a new
customer base
Resent customer
empowerment

Were good when
they started
(and good at sales)

But don’t adapt

Vicious
circle

Less able to
drive traffic

New things seen
as a threat

Margin is eroded
Lose retail space

‘One in five less successful dealers are already
developing their exit strategy in the longer term’

However, it’s not simply a
mental outlook that separates
the two. The more and the
less successful approach the
management of their operations
differently too, including where
they concentrate their efforts.
The less successful place huge
emphasis on their ability to sell
and their customer service,
whilst the better performing
retailers have a broader set of
strengths, such as marketing,
forecourt strategy, stock
management and financing.
The reason why so many dealers
get stuck in this ‘vicious circle’ is
because making changes to a
business, whether large or small,
can be difficult. It becomes an
even more daunting prospect
the longer the business has been
established. It’s probably not
surprising therefore that 67%
of the top performing retailers
surveyed are those that have
been in the business for less than
five years, compared to only 27%
of the less successful.
It’s also difficult to know when
to change without an obvious
trigger – it creeps up on us.
Change is non-urgent, effortful
and expensive, often with an
unknown benefit compared to
the status quo. However, the
market is evolving quickly, and
will continue to do so. Like other
brands that resisted change in
the face of an evolving industry,
such as Blockbuster, Kodak and
Blackberry, those dealers that
don’t adapt will be left behind
too – many are already.

Perceived strengths
Customer service
80

Servicing

Marketing

60
40
20

Forecourt strategy

Stock management

Financing services

Sales team

Successful
Less successful

67%
67% of the top performing
dealers surveyed are those
that have been in the business
for less than five years
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Macro themes
When talking with the best in class there were three macro themes
which emerged. These areas serve as a valuable benchmark to
structure the growth from traditional car dealer to a pioneering retailer.

1. Focus on the customer
Whilst most dealers agree that the customer journey has changed
– 76% agree consumers are more informed and 59% have noticed a
change in the customer journey – there is a clear difference in the way
that the most and least successful have responded to it, resulting in
their respective virtuous and vicious circles.
All dealers have reported a loss of passing trade, however, the less
successful traditional dealers are more dependent on it. So if the
majority of retailers accept that consumers are more empowered,
that they conducted their research online, and there is a decline in
passing trade, what are the more successful retailers doing to take
advantage of this? All retailers are adapting to this change but the
successful continue to be more radical. Many retailers now prioritise
answering emails, but the more successful ones are much more digitally
responsive. They are also continually reviewing their scripts and
introducing new communication channels such as Skype and Live Chat.

Proportion of passing trade
1 to 5%

0%

6 to 20%

34
23

>21%

47
34

27
32

Less successful
7

Successful

Although the motor industry accepts that car buyers are now more
informed and empowered, the challenge becomes even more difficult
with the lack of trust that is still prevalent, with just 7% of consumers
trusting car dealers2 . As a result, today’s pioneering retailers work
hard to create a transparent and trustworthy experience. They take
learnings from traditional multi-channel retailers and apply them
to their own business, taking considered steps to build a greater
customer-centric experience, similar to the likes of John Lewis; this
includes introducing more efficient and immediate communication
channels e.g. Live Chat and SMS, responding to enquiries more quickly
by manning channels around the clock, creating consistency across on
and offline forecourts, and using accessible ‘non-jargon’ language.
Whilst the need for a quality digital forecourt has increased, the
research shows that the role of the physical one is just as integral to
the customer experience. 23% of successful retailers claim that their
customers expect better waiting areas, as well as breakout zones to
2

“A lot of the research is
now done in the online
space, and customers
are coming in much
more informed, much
more expert and much
more knowledgeable,
so we as the dealer
have had to become
even more transparent.”
Jason Cranswick, Jardine Motors.

Auto Trader Market Report September 2016 https://trade.autotrader.co.uk/articles/market-report/
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sit and discuss sales - an instore experience that is consistent to the
one online and similar to what consumers would expect within the
wider retailing sector.

2. Embracing digital
Digital marketing
The huge strides in consumer technology over the last decade means
that today’s car buyers are savvier than ever before. Accordingly, the
top performing retailers place great importance on digital marketing,
recruiting specialists with the right expertise and skills who can
analyse data to measure success and inform strategies. Although
the majority of retailers told us they were using data to inform their
marketing decisions, the less successful were struggling to extract
what they needed from it, and were more reliant on customer
feedback. This constrains them to a ‘vicious circle’ which sees them
invest/commit less to marketing, and as a result don’t see the benefits
or rewards.
Marketing costs have increased as more consumer channels
have become available and is now generally considered to be an
unavoidable cost of modern business. We can see that dealers
across the board are investing in more marketing channels: 56% of
dealers now use social media marketing, 72% are investing more effort
into their own website, and 38% are turning more to Search Engine
Optimisation (SEO) and paid Google searches to boost website traffic.
However, the more pioneering retailers consider it a vital part of their
success, and as a result, are not only committed to investing more in it,
but to make more decisions based on the data it produces.

Dealer reviews
When it comes to digital, one of the clearest differences between
the mind-sets are the respective perceptions of customer reviews.
The critics of the review culture that we now live in will tell you that
it’s made their life harder by putting the smallest of errors under the
microscope. However, the pioneering retailer see their customer
reviews as one of their most powerful marketing tools.
Trust is a vital component in converting a digital advert view into a
sale. The average car buyer spends 11 hours researching their next car3
online and the dealer that gets their hard earned money will be the
one that they trust. You can’t tell people to trust you, you have to prove
to them that you are trustworthy.
The open and honest mechanism of dealer reviews is the perfect way
to do just that. And again, the facts back that up; 61% of car buyers
claim that car testimonials and reviews are an important factor in the
purchase process3.

56

%

of dealers now use
social media marketing

Builds customer
confidence
“It is important to build
customer confidence,
particularly when they are
travelling long distances
to buy a car, or even
buying it unseen.
We are fortunate to have
received some excellent
reviews and I have noticed
that many customers who
have read these reviews
appear to feel more
comfortable from the
outset. Unfortunately the
motor trade doesn’t have
the best of reputations
and we need to dispel that
myth now.”
Manor Garages

3

Auto Trader Market Report September 2016 https://trade.autotrader.co.uk/articles/market-report/
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Stock management
In today’s marketplace, where the role of digital has become central
to the customer journey, it should be least surprising that those top
performing retailers with a pioneering mind-set have truly embraced
the power of digital. Of all of the changes a dealer can make, digital
adoption arguably provides the greatest return of investment –
small steps that can produce huge results and provide a complete
virtuous circle.
As with all other industries, today’s most successful businesses
employ more types of data to guide decision making. Data
management is a vital tool that doesn’t replace dealer experience,
but enhances it to improve business efficiencies. It helps to determine
which stock to buy and sell according to local desirability, and to
set prices based on the live retail market. In fact, four times as many
pioneering retailers are reliant on data to set prices and manage their
stock. The reason why is simple; it gets results. Three times as many
less successful traditional dealers, struggle to find competitively
priced cars than their counterparts.

“Relying on the old way
of using CAP I think
from my experience is
dying out – you have
to consider so much
more than the price.”
Jacob Freshwater, Fresh Motors

This is something that we see every day on Auto Trader. The top
25% of retailers on our marketplace take an average of just 39 days
to turn their stock4, compared to 81 for the bottom 25%. What are
these top performing dealers doing that their counterparts aren’t?
Well, importantly they’re pricing based on the live retail market. This
means that they regularly re-price their stock to make sure that when
a potential customer views their adverts, they’re in-line with what
they’ve seen elsewhere, which is crucial in building trust. They’re
also repricing more of their stock; 79% are repriced every 30 days,
compared to just 42% of the bottom 25%. The result? Only 14% of their
stock is over 60 days old, compared to 59% of their counterparts.
Simply put, they’re selling more cars, more quickly, and generating
more profit in the process.

39
The top 25% of dealers
on our marketplace take
an average of just 39
days to turn their stock

Performance comparison
Stock

Days to
turn

Annual
sales

Ave price
position

End price
position

Gross
profit

Gross
profit p.a

Uplift vs.
Bottom Qtr

Top
Quartile

50

39

472

99%

97%

£839

£396,488

46%

Second
Quartile

50

51

360

101%

98%

£943

£339,360

25%

Third
Quartile

50

61

297

102%

99%

£1097

£326,132

20%

Bottom
Quartile

50

81

224

105%

101%

£1209

£270,979

0%

4
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Analysis was completed using Auto Trader customer data from April 2017 on a sample of 11,159 car dealers

3. Empowering your people
When it came to their colleagues, once again the more pioneering
retailers shared a greater commitment to radical change. Firstly,
these businesses placed a significant emphasis on creating a strong
company ethos. They also invested in training for all colleagues,
which not only ensures the right skills amongst the workforce,
but it also aligns them to their brand values, as well as instilling
confidence in the process.
Theses retailers also make sure they’re recruiting the right people
that can uphold these principles, which may include broadening their
net beyond the traditional talent pool of car salesmen. If required,
pioneering retailers often look for individuals outside the industry with
more customer-focused or specialised skill sets, such as marketing;
those that will introduce the necessary expertise to help drive their
business forward.
Braver, and more pioneering retailers, recognise the value of creating
a supportive and collaborative environment, as well as devolving
responsibility to dedicated teams. This is in stark contrast to the
‘traditional’ dealer who prefers a ‘universal soldier’ approach, often
attempting to manage 15 different things on their own.
Despite identifying empathy as a key skill, gender diversity continues
to be a stumbling block for the industry. Even amongst the top
performers less than a quarter are hiring women and a third have
never hired women for their sales team. Greater gender diversity
fundamentally enhances colleague performance, engagement,
reputation and retention, as well as shifting perspectives and views.
And if that’s not enough, it also helps you sell; if your customer base is
diverse, than your colleague base needs to be too. Simply put, women
buy from women.

Most desirable skills
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1

Technology

2

Transparency

3

Empathy

51%

15%

22%

‘Greater gender diversity
fundamentally enhances
colleague performance,
engagement, reputation
and retention’

What this means for you
The findings paint a clear picture: to meet the challenges of our
ever-changing industry a more pioneering and braver approach
to business is required. By and large, those that are adopting this
mind-set, are selling more cars, more quickly, and making greater
profits in the process. This in turn is creating more capital to invest
in marketing channels, training and development, and forecourt
enhancements, which in turn helps to grow customer bases - a
virtuous circle.
Success requires a commitment to change. There is no question
that without it dealers will be left behind. Whilst change is rarely
easy, and large investment is often not an option, there are steps
that all dealers can take. At Auto Trader we talk about the power of
marginal gains - incremental improvements across an operation
that soon mount up to produce real, tangible benefits to the bottom
line. However, these are only truly effective if they are part of a wider
ambition to adapt. Today’s market is a challenging but buoyant one,
and many dealers that are yet to embrace digital are surviving. But if
and when the market does change, only the pioneers will succeed.
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About Auto Trader
Auto Trader Group plc is the UK and Ireland’s
largest digital automotive marketplace. Auto
Trader sits at the heart of the UK’s vehicle buying
process and its primary activity is to help vehicle
retailers compete effectively on the marketplace in
order to sell more vehicles, faster. Auto Trader listed
on the London Stock Exchange in March 2015 and is
now a member of the FTSE 250 Index.
The marketplace brings together the largest and
most engaged consumer audience. Auto Trader
has over 90% prompted brand awareness and
attracts circa 60 million cross platform visits each
month, with circa 70% of visits coming through
mobile devices.
The marketplace also has the largest pool of
vehicle sellers (listing more than 420,000 cars
each day) with over 80% of UK automotive retailers
advertising on autotrader.co.uk.

For more information, please visit:
about-us.autotrader.co.uk

For all media enquiries, please contact Auto
Trader’s Press Office:
PR Manager
Andrew.Nankervis@autotrader.co.uk
Head of Communications
Laura.Harvey@autotrader.co.uk
Press@autotrader.co.uk
0203 747 7038
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