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The views and opinions presented in this educational program and any
accompanying handout material are those of the speakers, and do not
necessarily represent the views or opinions of NADA. The speakers are not
NADA representatives, and their presence on the program is not a NADA
endorsement or sponsorship of the speaker or the speaker’s company,
product, or services.

Nothing that is presented during this educational program is intended as
legal advice, and this program may not address all federal, state, or local
regulatory or other legal issues raised by the subject matter it addresses. The
purpose of the program is to help dealers improve the effectiveness of their
business practices. The information presented is also not intended to urge or
suggest that dealers adopt any specific practices or policies for their
dealerships, nor is it intended to encourage concerted action among
competitors or any other action on the part of dealers that would in any
manner fix or stabilize the price or any element of the price of any good or
service.

#NADA2016
NATIONAL AUTOMOBILE DEALERS ASSOC I AT | O N [




#NADA2016




Today’s Blueprint

The Digital Future

A Digital Dealership in Action

Six Steps for Success




The Digital Future

A data-driven perspective




e-Commerce is coming!
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Estimated Quarterly U.S. Retail e-Commerce Sales (% of Total Quarterly Retail Sales)
Q1 2005-Q1 2014
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Source: US Census, Q1 eCommerce Report
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Traditional channels don’t matter anymore

95%
79%

. Total Buyers
. Millennial Buyers
299, 31%
16% 14% 12% 119,
0 °8‘V
7% .. oy 5% 0 5% 4% 4% 5%
B 2 e e

Internet Referral Newspaper Television Magazine Direct Mail Outdoor Ads Radio

Source: 2014 IHS Automotive Buyer Influence Studly, in partnership with Autotrader.com

Sources Used to Shop - Total Buyers, Millennial Buyers

Q1: Did you use this source while vehicle shopping?

Q2. Did you use the Intemet in any way to help you shop for your most recently purchased vehicle?




Third-party sites are critical

58% . Total Buyers, 2011

41%
[ Total Buyers, 2014

31%

37%
24% .
~25%
. 159 16%

Ig% I

Kelley Blue Book Autotrader Cars.com Edmunds Craigslist

Source: 2014 IHS Automotive Buyer Influence Studly, in partnership with Autotrader.com
Base: AlUs (2014= 1577, 2011= 2834, 2014 Millennials=269)
Q6a: You mentioned using the Intemet while shopping for your vehicle. Please tell me if you used any of the following websites?




Shoppers are browsing AND buying online

Incentives, Specials
and Rebates

I 66°
Negotiating Purchase Price 66 A)
I

Trade-ins

Applying for Financing

Base: Vehicle Buyers
Source: 2012 Autotrader.com Dealership Experience Study




Online works: Shoppers disclose real credit scores online ...
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... and realistic trade-in values, too
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Is this really
the future of
our industry?




Personalized, value-added experiences

ARE STILL IMPORTANT

9% 37170

OF MILLENNIALS OF SHOPPERS

rely heavily on salesperson said pTOdUCt expertise is the
for information most important element of

the dealership visit

(41% Gen X, 38% Boomers)

Source: Autotrader Millennial Research, 2013
MecKinsey & Company, 2013 Retail Innovation Consumer Survey




Positive owner experiences

DRIVE FUTURE SALES

and repeat the cycle

Factors influencing next vehicle purchase:

Bi 66% S, 52%

fuel costs dealer communications
2 62% Q 51%
customer service convenience of location
(0) ot (0)
K 61% 48% |
maintenance costs ease of scheduling

maintenance




Technology can help make you

MORE EFFECTIVE

Improvement in CSI/SSI from use of technology

12

Service Tablet

40

Sales Tablet

9

0 10 20 30 40 50 60 70 80

Online Service Scheduling

Source: J.D. Power 2014 SSI and CSI Studies
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STEVE LENTMAY HECTOR

Used Car Manager NedextirGgiBMamager Salesperson




Steve begins by sourcing the right cars online
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STEVE

Used Car Manager

Online Wholesale Buying Tools
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Purchased vehicles are broadcast online immediately

Autotrader 7,) My Autotrader

Cars for Sale Sell My Car Trade in My Car Car Research & Reviews v Find Local Dealers Loans Insurance

Autotrader 7, e Friendly Mot
Wi (i § b o oD o
e S T My Car Tradhe in My Car Cae o [P 2 y ors

Friendly Motors
1-877-738-3313
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Lindsay optimizes marketing spend by vehicle

Vehiche Detail

2013 Mercedes-Benz C-Class

166.58 2.16 $29,900

o A spotlight ad could
dramatically increase
\your vehides vislity. |

[0} consider ralsing your z = 5 |
orice to $30,000 from 8 4 .

Ad Package Ad Package

LINDSAY

Marketing Manager

Marketing Analytics




EMMA

Repeat Customer

Emma receives mobile alerts for her vehicles of interest

M

ssss 10:20 AM

— Used 2014 Mercedes-Benz CLA250 S:;’

$37,863

Calculate Payment

Friendly Motors

Q Directionsto
100 East North

t, Call 1-877-738-3313

@) Visit friendlymotors.com

Email Dealer
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Her results are personalized to her recent searches

A

ssss 10:20 AM

& mercedes 2014 cla in phoenix

Google

mercedes 2014 cla in phoenix b 4 E

ALL SHOPPING IMAGES MNEWS VIDEOS

CLA-CLASS - Phoenix - Friendly Motors

www.friendlymotors.com/

In Stock & On Sale. Call Now & Save
Call (877)738-3313

Phoenix - N Scottsdale Rd

Phoenix - N Scottsdale Rd

Are Javelinas Pretty? - MBScottsdale.com
www.mbscottsdale.com/MercedesJavelina

Of Course Not, But A Mercedes-Benz |s Gorgeous-See
Your Phoenix Dealer

Repeat Customer
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EMMA

Repeat Customer

The Friendly Motors website is personalized for her interests

-

10:20 AM

Friendly Motors

' 877-738-3313

New Cars Used Cars

2014 Mercedes-Benz CLA-Iass

SEARCH
Make
Model
Body Style =

O




And it tracks her vehicle preferences

_———

10:20 AM

' Friendly Motors

l 877-738-3313 ’

New Cars Used Cars

EMMA

Repeat Customer
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The CRM notifies Hector of Emma’s behavior

10:20 AM % 100% -

Customer Dashboard

Emma Shopper
Lead Status: Active

w | (917) 407-4761
woe | (201) 567-0269

s 26 E Madison Ave
T Seottsdale, AZ

x ﬁﬁ\ 1
Lead Info Sale Info Vehicle Trad
H E C O R Send Text Log A Call New Appt New

Salesperson '




Emma can start penciling the deal online

{

il Z

Ul 4? ity () MakeMyDeal”

f ! - B VIO 2014 Mercedes-Benz CLA250
" - < .

f ’ .

. \ /

' J t Frl(,ndh

. X Motors

-—

Cther vahiclgs ¥Ou might like

EMMA

Repeat Customer
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Emma emails Hector, who quickly responds from his mobile phone

M

ssss 10:20 AM

o 3 Hector - Friendly Motors

Emma

RE: Interested in a new car

Hi Emma,

Thanks for getting in touch!
I'd love to show you the two
cars you mentioned. | have
an opening Wednesday
morning at 11 — want to
come in and take a test
drive? If that doesn’t work, let
me know what time would be
best for you.

Talk soon!

Hector

Repeat Customer

#NADA2016




Hector has Emma’s test drive ready: the car she
asked for and another she showed interest in

(’[ | = '.'
/AN |

EMMA HECTOR

Repeat Customer Salesperson




Tablets make closing the deal effortless:
Emma can see her options with easy-to-read proposal formats

e e e

EMMA

Repeat Customer




Hector helps Emma schedule her
first service appointment on her mobile device

ﬁ‘ HEW PRE-CWNED CERTIFIED SELL YOUR CAR FINANCE PARTS & SERVICE SPECIALS ABOUT US

’

< . ) -.
- \
} e "
‘(f E’ \ SERVICE APPOINTMENT
’ . VEHICLE 2 SERVICES & REPAR
" Appointment

ﬂ\

‘}, . ‘\ 4/
__...u-;

HECTOR EMMA

Salesperson Repeat Customer




As time passes, Hector is alerted
when Emma begins to research new vehicles

4:21 PM

Customer Alerts

Salesperson
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How to Stay Ahead in a Digital World




FIND YOUR BLUE OCEAN




What niche
CAN YOU DOMINATE?

Assortment “The largest inventory in the
Bay Area”

B L‘i ﬂ‘
STRATEGY Sales ProcCess “One simple price,

EoE experience the difference”

Customer segment “proud to serve

you in 10 languages”

Product specialty “world’s largest

Chrysler Ram Jeep Dealer”

#NADA2016



For many dealers, this means focusing more seriously on

YOUR LOCAL MARKET

Your best customers drive profitability

Top 20% customer are responsible for 79% of store gross profit
66% RO volume and 58% service gross
78% segment loyal (remain loyal if stay in segment) and 44% more loyal overall

Have 0.4 more vehicles in their fleet, gross $420 higher and trade 20% more frequently

BEST CUSTOMERS LOCATION YOUR BEST CUSTOMERS ...

Are local
Focus on value over price
<15 miles Buy better selection

(multivehicle households)
LieE lliz Are high-mileage drivers

>35 miles Look for expertise

#NADA2016



SOURCE, STOCK AND MERCHANDISE
THE RIGHT CARS AT THE RIGHT PRICES




Online traffic makes ... creating the need and

MARKET-BASED PRICING opportunity to DRIVE MARGIN
NECESSARRY ... THROUGH OTHER LEVERS
Identify unique product differentiators that
Impact of Online Price on Detailed Page Views create small advantages
i Use market data to recognize opportunities

for pricing leverage

Ensure merchandising highlights most valued
features

96.7 Use technology to broaden search and

Detailed Page View
(Indexed to Model Average)

MARKET e _ :
AVERAGE ' improve matching
Price to market to create traffic and create
right buying dynamics
Web Price as Average Market Price Discount to realize strategic customer value

#NADA2016




BE THE MOST EFFECTIVE DIGITAL
MARKETER IN YOUR NICHE




BE THE MOST EFFECTIVE

digital marketer in your niche

LOWEST ROI

Measure: Know your metrics and use analytics

Experiment with social

Invest in radio, TV and print only once you have
maximized your digital spend

Expand into paid search, display and video
Maximize your investment in third-party classifieds

Fully invest in websites, CRM, chat

HIGHEST ROI

#NADA2016




DIGITAL BEATS TRADITIONAL

| Dealer Visit 89%
Sources used when .
shopping for vehicles: Test Drive 89%
IN PERSON Salesperson 82%
|_ Family & Friends 59%

Dealer Sites 83%
Manufacturer Sites 8 1%

Search Engines 17%

Third-party Sites 69%
62%
57%

56%
43%

40%

37%

37%

32%

26%
R 53
38%

35Y%

27%

19%

Sources used when
shopping for vehicles:

ONLINE

Sources used when
shopping for vehicles:

OFFLINE

Source: Goodle/ iMillward Brown Shopping Study




BUILD A DISCIPLINED,
ADAPTABLE SALES PROCESS




Satisfaction Score

Consumers want a quick,
hassle-free purchase experience ...

... but every sale is unique

Average Satisfaction with
Dealer vs. Time Spent at Dealership

90 MINUTES

1
: i
I \
8 I
7 \
® o
& T & & & & & & x
S S E PP E
,bﬁ'& \‘\," N . »® q:p\b OIS A @13?
L ‘ P N ‘
RO APV %
[l Total Time

Source: http://www.weworkforyou.com/files/insights/pdf/TimeStudyWhitePaperFINAL11-7-14.pdf

Sales Process Cycle Time:
Three-Dealer Study

gl — S e

400
350
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50

Dealer 1 Dealer 2 Dealer 3
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Have a

disciplined, adaptable Does your
SALES PROCESS CRM:
The funnel is dead Tightly integrate with

our website?
Need flexibility, but also Y

disciplined processes Enable multichannel

| communication?
Multichannel

communication is critical Include desking?
Sales process must tightly Have rich mobile
integrate with your digital functionality?

marketing presence :
Integrate with your

inventory management?

#NADA2016




FOCUS ON RETENTION
AND REPURCHASE




Service retention drives dealer profits, but

WE DON’T FOCUS ENOUGH HERE

Sources of
Dealer Gross Margin

19%

New Vehicles

24%

Used Vehicles

Service Retention

80%
63%

80%

70%

60%

7%

40% 59, L
30% 6%

20%

50%

18'}’

13 %
10%

0%

Years of Ownershlp




Positive service experience has the

HIGHEST ROI FOR FUTURE SALES

J.D. Power Satisfaction Study Proprietary OEM Study
Brand Loyalty by CSI Index How Product and Service Satisfaction Influences the Customer’s
(Non-premium Average) Willingness to “Definitely Buy Same Brand Next Time”
80% 80%
70% g 70% 7108
=
60% 3 60%
=
° 51.8%
50% ©  50%
m
4]
0% 5 40% 38.9%
o § - 30.6%
2 25.6%
2
20% £ 20%
A
10% 10%
0% 0% =
700 and Less 701 to 850 851 to 950 951 and Higher Very Poor Poor Good Very Good Outstanding
CSl Index Service Satisfaction
B e i et e — Car —Outstanding — Car — Poor
— Car—Very Good  — Car — Very Poor
— Car — Good
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RETENTION AND REPURCHASE
IS THE FOUNDATION
OF YOUR DIGITAL
MARKETING STRATEGY




EMBRACE TECHNOLOGY
AS A SOURCE OF
COMPETITIVE ADVANTAGE




Core versus context framework

Old Te@nology

NEW
TECHNOLOGY | rccusppssysmmgapss

Old Tettg;ology D

Websi
Expetimeriation Commodity




Reshape your process




Where can you learn more?

FIND YOUR NICHE
Blue Ocean Strategy

W. Chan Kim and Renée Mauborgne

SELL THE RIGHT CARS AT
@. THE RIGHT PRICE

Velocity
Dale Pollak

Velocity |

Dl Pk

DOMINATE DIGITAL
MARKETING
Mastering Automotive
Digital Marketing

Brian Pasch

MANAGING
CUSTOMER
RELATIONSHIPS

PROFIT
-CHAIN -

| GEOFFREY A. MOORE

ESCAPE

TH vouR CompaaTERUTRRR
T FuL on S ‘
i

BUILD A DISCIPLINED
ADAPTABLE SALES PROCESS
Managing Customer Relationships:

A Strategic Framework
Don Peppers and Martha Rogers

FOCUS ON RETENTION
The Service Profit Chain

James Heskett and W. Earl Sasser

MAKE TECHNOLOGY YOUR
COMPETITIVE ADVANTAGE

Escape Velocity
Geoffrey Moore

#NADA2016
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Questions
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Create a Blueprint:
Thrive in Today’s Digital
World

Please visit the NADA Pavilion
in the Expo Hall for information
on accessing electronic versions

of this presentation and the

accompanying handout

Paul Whitworth materials, and to order the
Vice President, Business Operations, workshop video recording.

Software Group
Cox Automotive
Atlanta, Georgia
(650) 248-6951

paul.whitworth@coxautoinc.com
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