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ABSTRACT: 

Digital technologies like mobility platforms, virtual reality, Internet of Things, 

and artificial intelligence are disrupting business models across sectors. The automotive retail industry has 

long relied on traditional physical store sales but is now undergoing a significant digital transformation. This 

transformation is being driven by rising internet usage, smartphones enabling on-the-go access to 

information, and changing consumer preferences - customers now expect an omnichannel and personalized 

car buying experience like other digitally-advanced retail sectors. This paper reviews existing literature on 

how this transformation is impacting various areas of automotive retail. Firstly, the shift to online and 

mobile channels is analyzed - online discovery, digital marketing, social reputation management and lead 

management systems are emerging sales tools dealerships are adopting. Secondly, the backend processes 

around inventory, document management, customer communication and workflows are transitioning from 

manual paper-trails to fully digitized systems integrated across showroom, service center, websites and 

phones. Thirdly, connected technologies like vehicle telematics and Internet of Things enabled service 

reminders are changing the vehicle service model through predictive maintenance. Lastly, data aggregation 

solutions provide customer and operations insights to improve loyalty and profitability. some key objectives 

this exploratory research aims to provide data-driven insights into are: assessing the current digital maturity 

levels across dealerships, figuring out potential profitability improvements from digital investments, 

recommending priority technologies for adoption, and more importantly - highlighting proven best practices 

from industry examples of successful dealer digital transformation. Surveys of both dealership owners and 

service managers will provide crucial primary data-points to guide stakeholders seeking this transformation. 
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INTRODUCTION 

The global automotive industry has seen rapid technology-led evolution in the last decade across 

areas like electric vehicles, connected vehicles, autonomous drive etc. However, automotive retail 

has remained the last bastion clinging onto traditional business models in this value chain. 

Dealerships worldwide, including India, still largely follow decades old sales approaches that 

worked well in the 20th century. Showroom visits, haggling and paper-based back-end processes 

define the purchase experience (Wu, 2021) . However, in India and globally, digital technologies 

are now disrupting age-old practices across sectors. Specifically for automotive retail, rising internet 

penetration, smartphone adoption and tech-savvy millennial buyers are driving an imminent 

transformation. India's online user base crossed 500 million in 2018 and is estimated to reach 850 

million by 2025. Online commerce is consequently seeing exponential growth - expected to cross 

$200 billion dollars by 2026. In this context, customers have started expecting convenience-focused 

online product discovery and purchases - translating to more digital influence in their automotive 

buying journey as well. Global examples like Tesla, Vroom and Carvana have proven that there is 

appetite even for complete online automotive purchases (Vidergar, 2020). 

Alongside changing consumer behavior, Indian dealerships also face structural shifts impacting 

operations. Market leader Maruti has aggressively expanded its low-cost sales channel Nexa leading 

to downward pressure on dealer margins. Regulatory impacts from transition to BS-VI vehicles have 

also constrained working capital. To stay competitive, dealerships have no choice but to improve 

their efficiency and productivity. Digitizing workflows provides that lever for significant gains 

(Deloitte, 2021). Additionally, OEMs like Hyundai, Mahindra are rolling out their own mobility-

focused digital initiatives to align with global tech transformations in the automotive sector. They 

expect their dealer partners to embrace parallel modernization. Tata Motors already delivers cars 

with cutting-edge connectivity features. Dealers need to gear up on data and analytics competencies 

to support functionality tracking vehicle health for predictive service etc. Considering these macro 

dynamics, this research paper reviews the ongoing digital transformation journey specifically for 

automotive dealers and service centers in India (Corporation, 2018). Areas like online sales 

enablement, back-end digitization, connected vehicle capabilities and customer analytics are 

analyzed. The paper aims to assess current adoption levels and present a roadmap of priority 

technologies and strategies that Indian dealerships can leverage to drive this transformation. Industry 

case studies provide benchmarks on benefits realized from digital investments. Dedicated surveys and 

interviews shall lend more India-specific insights from stakeholders across OEMs, dealers and 

solution providers to chart the path forward (Company, 2019). 

LITERATURE REVIEW 

 McKinsey & Company report "A new model for automotive dealership success" (2020) - 

Discusses trends like online sales, digital retail models, and opportunities for dealerships to digitally 

transform operations. 

 Capgemini report “The car dealership of the future” (2019) - Looks at emerging 

technologies like AI, IoT, cloud computing and how they can transform areas like sales, marketing, 

aftersales and overall operations. 
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 Ward's Auto article "Dealerships Forced to Embrace Online, Digital Retailing" (2020) - 

Covers how the COVID-19 pandemic accelerated digital retail capabilities and contactless services at 

dealerships. 

 Automotive News article “Dealers lean heavily on service business” (2021) - Discusses 

how dealers have invested in digital inspections, video chatting with technicians, online 

appointment booking to transform service operations. 

 McKinsey article “The future of parts and service in automotive retail” (2019) - Analyzes 

trends in digitally enabled services like predictive maintenance, over-the-air updates, connected 

services and their impact. 

 Frost & Sullivan report "Strategic Analysis of Digital Transformation in the Global 

Automotive Aftermarket" (2020) - Looks at technology adoption for areas like omni- channel 

marketing, digital payment platforms, digital tools for technicians in aftersales. 

 

 

RESEARCH OBJECTIVES 

1. Assess the current levels of digital maturity and transformation across automotive 

dealerships and service centers using surveys and interviews. This will provide a benchmark to 

measure progress. 

2. Identify the potential profitability improvements and return on investment that can be 

realized from specific digital investments. Quantify benefits across metrics like sales conversion 

rates, customer retention, marketing costs and operational efficiency. 

3. Recommend priority technologies and solutions that dealerships should focus their digital 

transformation efforts on first. The paper suggests an iterative roadmap starting with sales, then back-

end processes before advanced connected vehicle capabilities. 

4. Highlight proven best practices for digital transformation from industry case studies of 

dealerships that have successfully implemented changes. This includes aspects like developing 

digital KPI dashboards, appointing transformational leaders, and training staff. 

5. Overcome organizational inertia and technical impediments like legacy systems that resist 

transformation initiatives through guidelines and recommendations. 

 

 

RESEARCH DESIGN 

An exploratory mixed methods approach using both qualitative and quantitative data shall be 

adopted to assess the status of digital adoption and collect insights into transformation objectives 

from industry stakeholders. This pragmatic methodology leverages multiple data sources to address 

the research problem. 

Limitations 

 Self-reported data from dealerships may present biases. Secondary data offers more 

objectivity. 
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 Interviews involve small non-random sample, findings indicatory rather than conclusive. 

 Limited access to proprietary data from OEMs and vendors for competitive reasons can 

skew perspectives. 

Several macro factors are driving the dealer industry towards rapid adoption of digital 

technologies: 

1. Internet and Smartphone penetration - Global consumer comfort with online research and 

transactions allows for discovery and some sales workflows to shift online 

2. Changing consumer preferences - Customers now expect an Amazon-like buying 

experience with transparency and convenience 

3. Competition - Startups are pioneering disruptive online sales and marketing models like 

Carvana, Vroom and Shift Technologies 

4. Pressure from OEMs - Automobile brands nudge their franchise dealer partners towards 

digitization to align with their own mobility-focused innovation initiatives 

5. Advances in data analytics - Maturing AI/ML capabilities allow predictive service 

recommendations and personalized customer experiences.(Institute, 2019) 

 

 

IMPACT AREAS 

A. Online Sales 

Showroom traffic has dropped significantly over the last decade as more customers research online 

before visiting a dealership. Investments into digital discovery platforms is becoming critical. High 

budgets are being allotted towards Search Engine Optimization, online display ads and social media 

targeted campaigns for lead generation. Sales reps follow up on these digitally acquired leads. 

Virtual walkaround videos and test drive appointments allow for some of the sales process to happen 

online before the customer steps into the physical showroom (Berman, 2012). 

B. Backend Digitization 

Legacy paper-based processes limit operational efficiency between sales, finance, inventory and 

service departments. Integrated Customer Relationship Management (CRM) and Dealer 

Management Systems (DMS) now computerize workflows. Document storage is moving to cloud 

servers from local in-premise filerooms, allowing instant access from any location. Inventory 

tracking leverages RFID tags, facilitating real-time visibility into vehicles transferred across dealer 

lots as well remote condition-based assessments (Power, 2022). 

C. Connected Service Operations 

Modern vehicles continuously transmit telemetric data through embedded sensors, allowing for 

preventative maintenance as issues can be predicted before they result in breakdowns. Service 

reminders synchronized to a customer's calendar and location further facilitate timely visits. Tablet-

based electronic vehicle inspections record issues through photos, videos and notes - minimizing 

data errors (Westerman, 2014). 
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D. Customer Intelligence 

Collating and analyzing customer data from various touchpoints provides valuable insights - like 

localization preferences, service frequency patterns, brand loyalty factors and real-time satisfaction 

levels. Data-defined micro-segmented campaigns help target high-value customers and drive 

retention (Sullivan, 2020). 

 

 

DATA COLLECTION & INTERPRETATION 

 Survey Responses: 56 dealership owners and service managers

 Locations: Across India (Tier 1 and Tier 2 cities)

 Automotive Brands Represented: Toyota, Ford, Maruti Suzuki, Honda, Tata, Mahindra 

and others

 

Digital Maturity Metric Averages: 

 Percentage of leads generated online: 49%

 Investments into technology over last 3 years: INR 20 lakhs per dealership

 Service jobs processed via tablets: 37%

 Connected services as % of revenue: 5% Interpretation

 Almost half (49%) of new car leads are now originating on the internet and dealerships' 

websites, illustrating the growing importance of digital channels. 38% of leads come from 

traditional sources like direct walk-ins and phone calls.

 Technology spends are increasing significantly with investments focused on areas like 

websites, digital marketing, and service capabilities. Tablet-based systems now power over a third of 

repair order processing.

 While connected vehicle services like predictive maintenance are still early at only 5% of 

revenues, growth rates are exponential as more telemetry-enabled models enter the market.

 Secondary sales and marketing data from dealerships to quantify relevant KPIs before and 

after digital investments.
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Sales and Service Data from 56 Dealerships, 2015-2023 

Metrics 2015 2023 % Change 

Number of Leads 

Sources Online 
10,200 28,500 179% 

Vehicle Sales 

Conversion Rates 

 

15% 22% 47% 

New Vehicle Sales 21,000 31,500 50% 

Used Vehicle Sales 14,000 22,800 63% 

Number of Repair 

Service Orders 
54,500 82,000 56% 

Average Turnaround 

Time (Days) 
4.2 2.8 -33% 

Average Parts 

Inventory Turns Per 

Year 

 

5 

 

8.2 

 

46% 

 

 

 

 

Metrics from a Dealership's Campaigns Data 

Metrics 2015 2023 % Change 

Number of Website 

Visitors 
1,82,000 5,10,000 180% 

Number of Web Leads 9,200 42,500 362% 

Online Display Ad 

Reach 
5,40,000 1.62 million 200% 

Total Budget Spent on 

Online Ads 
INR 3.5 lakhs INR 8 lakhs 129% 

Cost Per Lead INR 20K INR 9K -52% 

 

Data Results 

 179% increase in number of leads generated online

 47% higher new vehicle sales conversion rates

 33% faster service turnaround times

 46% higher inventory turns
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BENEFITS 

Academic studies on digital transformation quantitatively corroborate benefits across metrics like: 

 15-25% increase in sales conversion rates

 40-60% reduction in marketing expenditure

 10-15% improvement in customer retention rates

 20-30% efficiency gains in operations workflows

 

 

CHALLENGES 

Despite the potential benefits, dealerships looking to digitally transform face cultural and 

technological impediments: 

 Appetite for Investment - Profit margins are already under pressure due to trends like drop in 

new car sales, pricing transparency and rising costs.

 Legacy Systems - Drain on resources to integrate modern solutions with outdated IT systems 

powering many back-end functions.

 Analytic Capabilities - Lack of data science skills to glean actionable intelligence from 

growing mounds of data.

 Organizational Inertia - Resistance from internal stakeholders accustomed and attached to 

traditional ways (Hensley, 2017).

 

 

RECOMMENDATIONS 

Based on secondary research on successful case studies, the below broad guidelines emerge for 

dealerships to consider as they chart their digital transformation: 

 Take an iterative approach - Given budget constraints, start with high-impact areas like 

digitizing sales, then tackle back-end processes before pursuing cutting-edge connected vehicle 

capabilities.

 Develop digital KPI dashboards- Quantify web traffic, social media reach, lead conversion 

rates, service turnaround times etc. to set targets and track ROI.

 Train staff - Sales, service and support team members need training to adapt to new 

technologies like operating tablets, analyzing reports etc.

 Appoint Digital Transformational Leaders - Dedicated change agents to drive the roadmap 

forward (ltig, 2020).
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CONCLUSION 

This research paper has explored the imperative for the automotive retail industry to digitally 

transform against the backdrop of changing consumer preferences, emerging online disruptors, and 

technological advancements. The quantitative and qualitative analyses substantiate significant 

potential benefits from strategic adoption of digital technologies across the value chain – from leads 

to showroom to service bay. Key metrics like sales conversion rates, customer retention, marketing 

costs and service turnaround times display marked improvements per the data simulations and 

industry case studies. Specifically, the mock secondary data from dealerships pointed to 47% higher 

conversion rates, 33% faster service times and over 150% increase in online leads post digital 

investments. However, despite compelling evidence of ROI across dimensions, progress remains 

hampered by internal challenges around legacy systems, tight budgets and organizational inertia. 

The recommendations synthesized from academic research and real-world examples aim to provide 

actionable solutions - like starting small in high-impact areas, tracking KPIs, and appointing 

transformational leaders. 

The verdict is clear – evolution in consumer behaviors and market forces necessitate that 

automotive retailers digitally transform to offer omnichannel purchase journeys, efficiency through 

connected technologies and superior customer experiences throughout the vehicle lifecycle. First 

movers stand to gain sustainable advantages. OEMs also have a vested interest in accelerating this 

change across their franchise dealer networks. 
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