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An investigation into the development of Toyota’s e-commerce customer

journey

Natalia Stanowska, Nottingham School of Business

Abstract

This article investigates the viability of e-commerce as a source of potential competitive advantage for
Toyota (GB) PLC through providing a new sales channel for Toyota vehicles. A literature review
provided theoretical understanding of e-commerce, customer journeys, as well as the impact of e-
commerce on the automotive industry. Using the theory gained, the writer created a conceptual
framework to illustrate how automotive manufacturers can move through digital maturity stages. The
author identified three research questions:

e To what extent is a test drive a key determinant of vehicle purchasing?
e What is the impact of e-commerce strategies on dealerships?
e What is the viability of a fully digitalised customer purchase journey?

In order to answer these questions, both primary and secondary research was used. The researcher
adopted an interpretivist, inductive approach. The author concludes that there is a market for online
automotive retail. Strong evidence suggests that test drives are still a key determinant of a vehicle
purchase journey for most. Thus, car dealerships, in particular Toyota Great Britain, should increase
their efforts to provide a more customer centric test drive experience. The research lacked conclusive
evidence about the impact on dealerships, except that changes will need to be made in order to
remain profitable. Research points towards dealerships remaining as an intermediary, but needing to
change their service levels or even structure. In summary, there is strong evidence that e-commerce
is a viable source of competitive advantage for Toyota Great Britain. Due to increasing demand for an
online sales channel and in order to gain market share of online vehicle sales to get ahead of its
competitors, it is in the best interest of Toyota Great Britain to incorporate e-commerce into their sales
strategy.

Keywords: Automotive industry; Car sales; Car dealerships; E-commerce; Competitive advantage;

E-commerce customer journey; Toyota Great Britain
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Introduction

At the time of writing, the automotive industry is poised for a paradigm shift in the way it connects
economically with its customers. The automotive market is growing in the UK with an estimated 9.93
million vehicles sold in 2015, comprising a mix of new and used cars (Mintel, 2016). However, used
cars dominate the market sales with 7.3 million cars sold in 2015, compared to 2.63 million new cars
(Mintel, 2016). In 2014, all UK automotive manufacturers contributed £18.9 billion in value to the UK
economy, and accounted for 12% of the UK’s total goods exported in 2015, making the automotive
industry an integral part of the UK economic market, accounting for 4% of total GDP in 2014 (KPMG,
2014; RMI, 2015). However, in 2016, only 4% of vehicles were purchased online; this is insignificant
when compared with the clothing and footwear industry where 11.5% of purchases are made online
(Google Gearshift, 2016; ONS, 2017).

Existing literature largely points towards a shift towards e-commerce in the automotive industry (Biller
et al., 2005; Marques et al., 2014; The Economist, 2015; Bacon, 2016; Lawson et al., 2016).
However, the automotive industry is still one of the few remaining industries which is yet to undergo a
fundamental shift towards online retailing as there is still a high reliance on brick and mortar in the
industry (Burstein, 2016). Thus, the purpose of this research project is to investigate the viability of e-
commerce as a source of potential competitive advantage for Toyota (GB) PLC (TGB). Specifically
looking at the Business to Consumer (B2C) relationship, from allowing customers to select, specify,
configure and purchase their new car? entirely online, through an expanded digitalised sales model.
The writer will investigate the viability of this as an option for TGB, because an introduction of a new
sales channel would have significant implications on the organisational structure, management and

resource of the company.

Combining literature with primary research (survey) and secondary research (bench marking
automotive e-commerce competitors, document based and secondary survey) will allow conclusions

to be drawn on whether TGB should consider expanding into an online sales channel.

Research Gaps
Taking the knowledge gained from reviewing the literature and research on e-commerce, the impact
on the automotive industry, as well as how customer journeys have developed, and funnelling it to
understand the automotive e-commerce customer journey, the following research gaps arise:

1. To what extent is a test drive a key determinant of vehicle purchasing?

2. What is the impact of e-commerce strategies on dealerships?
3. What is the viability of a fully digitalised customer purchase journey?

The research will answer the above questions using primary and secondary research.

1 New car is defined as a vehicle brought straight from the production line, made to the customer’s
exact configurations.
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Case study background
Toyota’s position in the automotive industry
Based on vehicle sales in 2016, Toyota ranked as the second largest global automotive manufacturer,

marginally below the Volkswagen Group and just above General Motors (JATO, 2016; Statistica,
2016).

In 2016, Toyota consolidated vehicle sales totalled over 8,680,000, of which over 844,000 came from
Europe (TMC, 2016). TGB contributed 8.8% sales to the Toyota European mix (Auto Retail Network,
2016). With a total of 180 Centres, TGB ranked ninth in the UK in 2015, with 3.8% market share,
marginally behind Mercedes-Benz and Peugeot (Mintel, 2016; Toyota Europe, 2016; TGB, 2017).

Using the Herfindahl-Hirschman index? it is possible to assess the automotive market to have a
reasonable degree of concentration, which is a proxy for a highly competitive market (Rhoades,
1993). This supports the level of contestability that forges rapid innovation to gain market share,
resulting in several automotive manufacturers beginning to retail new cars online (Singh, 2014; Dyer
and Gregersen, 2016).

Franchise network

Toyota, like most other automotive manufacturers operate a franchise network to sell their vehicles. A
franchise is an exclusive agreement between a dealership and an automotive manufacturer in
exchange for a service and provision of a facility to sell new vehicles (Biller et al., 2005). The
manufacturer is only concerned with new vehicles sales, used sales are supported but not rewarded.
Used car sales are an additional source of income for dealerships (Rhodes and Sear, 2015).

TGB refer to a dealer or dealerships as ‘Centres’ or ‘Centre Network’. Thus, when discussing other
automotive manufacturers, the writer will refer to dealers, but if discussing TGB or Toyota in general,
the writer will refer to Centres.

Toyota customers

The most accurate data for TGB customers comes from their ‘New Car Buyer’s Survey’ (NCBS). In
2015, this survey gained 1,428 responses and showed the median average age of a TGB customer to
be 62 years old and predominantly male with a 58% male and 42% female split (Martucci, 2015).
Therefore, despite a small sample size, it is possible to assume the median average Toyota customer
is nearing retirement and male. However, it should be noted that this survey is carried out through
‘self-selecting’ sampling, as the new car buyer can choose to participate in the survey and is not
incentivised to do so. Furthermore, the survey is only carried out in paper form; therefore, the data

may hold some bias.

2 Herfindahl-Hirschman index is a measure of competition in a market (Rhoades, 1993).
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Literature review

Rise of e-commerce

In 1996, whilst still a nascent platform, e-commerce was described as consisting solely of “a company
web site to share information, maintain relationships as well as carry out transactions using electronic
networks” (Zwass, 1996, p.3). A modernised definition has been narrowed down to “a digitally
enabled commercial transaction between and among organisations and individuals” (Laudon and
Travers, 2006, p.10). Thus, the rise of the Internet, allowed the formation of e-commerce as it

provided business with a tool to communicate with a broader consumer base (Ryan, 2017).

E-commerce adoption and associated impacts

With six types of e-commerce (Figure 1), ‘Business to Business’ (B2B) and ‘Business to Consumer’
(B2C) are dominant in the e-commerce market, with B2C fundamentally changing businesses by
allowing customers to interact and purchase items from a company without having to visit a physical
store (Kalakota and Whinston, 1999; Turban et al., 2000).

BUSINESS CUSTOMER ADMINISTRATION
BUSINESS B2B B2C B2A

CUSTOMER C2B c2Cc C2A

Table 1: The Six Types of E-commerce (Turban et al., 2000)

According to a report by ATKearney, in 2015 global e-commerce sales totalled $994.5 billion, with an
estimation that by 2017 this will have risen to $1328.0 billion (ATKearney, 2015). Looking specifically
at the UK, 14.6% of all B2C retail spending was carried out online in January 2017; this had increased
by 1% since January 2016 (Murphy, 2017). The Office of National Statistics reported that in 2016, an
average of £1 billion was spent a week on online sales, thus this can be estimated to total £52 billion
online sales in the UK alone (Centre for Retail Research, 2014; Moth, 2015; ONS, 2016; Murphy,
2017).

The adoption of new technologies i.e. Internet or e-commerce, can be explained by Rogers (1983)
‘diffusion-adoption curve’, as seen in Figure 1. The companies or individuals who first embraced e-
commerce can be placed in the ‘early adopters’ stage since they did not invent e-commerce, but have
been the first to incorporate it into their selling strategy or have been established due to the

technological change (Véllink et al., 2006), i.e. Amazon.
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2.5%
Innovators

Early Early Late
Adopters Majority Majority Laggards
13.5% 34% 34% 16%

Figure 1: Diffusion-Adoption Curve

However, it is important not to neglect the customers who are not connected to the Internet, and
therefore, can be categorised as ‘laggards’ as they do not have the ability or desire to shop online
(Rogers, 1983). In 2016, at least 11% of the population in Great Britain fully relied on brick-and-
mortar, which shows that despite many households being connected and online, not everyone
requires this capability (Keen et al., 2004; ONS, 2016).

Benefits and drawbacks of e-commerce

As the majority of the population have embraced e-commerce, it has brought many benefits to
companies (Righy, 2011; Consultancy, 2015; Shearman, 2016). As mentioned previously, early
adopters of e-commerce can benefit from cost leadership as they utilise innovative technology and
build economies of scale (Porter, 1985). One example of this is Amazon who holds 16% of the
e-commerce market share in the UK, followed by Tesco with just 9% share (Ecommerce News, 2016).
The large product selection online ensures repeat custom and the opportunity to reach wider
audiences, not only nationally but also globally, coupled with reduced capital costs as the need for
physical stores regresses (Enders and Jelassi, 2000; Deloitte, 2016). Reduced capital costs could
also be due to disintermediation as retailing online diminishes the need for a ‘middle party’ between
the producer and customer (Laudon and Traver, 2006; Singh, 2014; Gilliland, 2016).
Disintermediation is a topic discussed widely in the literature; defined as “displacement of market
middlemen who traditionally are intermediaries between producers and consumers by a new direct

relationship between producers and consumers” (Laudon and Traver, 2014, p.30).

For businesses who have entered the e-retailing world, a large challenge comes from foreign
competitors who enter the firm’s domestic market (Kraemer et al., 2005). Other drawbacks include
lack of trust from the consumers causing an unstable customer base and overreliance on external
fulfilment houses to fulfil correct orders in a timely manner (Enders and Jelassi, 2000; Grewal et al.,
2004). E-commerce can also expose competitive challenges such as easily accessible aggregators,

otherwise known as price comparison websites.

Increased price competition can cause a loss of profitability for retailers, as prospective customers
search online for cheaper options (Grewal et al., 2004; Chaffey and Ellis-Chadwick, 2016). The Office
of National Statistics reported that around 23% of those aged 25 to 55 almost always use comparison

websites prior to making a purchase (ONS, 2016). The final drawback, and arguably the main reason
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that companies become laggards, is the potential of cannibalisation of other sales channels (Enders
and Jelassi, 2000). Shi and Salesky (1994) argued that e-commerce is unlikely to bring additional
value to the business, but rather a re-distribution of profitability across current retail channels. This
was backed up by Falk et al., (2007) who observed cannibalisation as a core issue of e-commerce. A
study in Switzerland in 2015, however, showed no signs of cannibalism, as a significant portion of
consumers researched the product online, but still visited the physical store to purchase (Herhausen
et al., 2015).

In summary, the literature argues that e-commerce is going to continue sculpting the retailing industry,
especially as the young generation grows up (Enders and Jelassi, 2000; Modahl, 2003; Rogers, 2003;
Schiffman and Kanuk, 2003; Keen et al., 2004, Bigne et al., 2005). Research by Bigne et al., (2005)
showed that young Internet users, who have had a higher level of exposure to technology growing up,
are more susceptible to accepting retailing change. As Internet shoppers are more impulsive,
convenience seeking and less risk-averse than non-Internet shoppers, it is almost certain that as
technology-savvy individuals grow into consumers’ e-commerce will be forced to grow with the

increased demand (Donthu and Garcia, 1999; Rogers, 2003).

E-commerce impact on the automotive sector

E-commerce has been slow to penetrate the automotive market, but it is forcing it to evolve, changing
customer expectations and desires (Biller et al., 2005). The majority of the literature points towards
the automotive industry inevitably expanding its sales model to encompass e-commerce, with the
digital sales channel working together with dealerships, not as an independent entity (Biller et al.,
2005; Marques et al., 2014; EY, 2015; Bacon, 2016; Lawson et al., 2016).

Despite the positive attitude to e-commerce from other industries, online car sales are still a niche
market in the automotive industry (Marques et al., 2014). It is possible to hypothesise that the reason
why the automotive industry has not grasped e-commerce like other industries is because the
demand does not exist yet (The Economist, 1999; Pandya, 2002). However, in the 215t Century, with
increasing introduction of new innovative brands, consumers are demanding better quality, in less
time, in the exact configuration and finance of their choosing (Lawson et al., 2016). To remain
competitive and gain automotive leadership, it is essential that the automotive industry is up-to-date
with the latest technology, as well as willing to adapt existing procedures and systems to integrate
technology, and therefore e-commerce (McKinsey, 2014; EY, 2015; Lawson et al., 2016).

An increasing number of consumers are purchasing vehicles via independent sales portals, such as
Auto Trader, without seeing or test driving the car first (Marques et al., 2014; The Economist, 2015).
Granted, the majority of these vehicles are used rather than new, but research by McKinsey &
Company (2014) showed that in the US a third of consumers would consider purchasing a car entirely
online. A consultancy firm carried out similar research in 2015 in the UK, and found that 20% of
consumers would purchase a vehicle online (Capgemini, 2015). Even higher figures come from
research by Cars Online which showed that 42% of respondents would buy directly from the

manufacturer (Marques et al., 2014).
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This raises an interesting question which the research will endeavour to answer: is a test drive still an
essential part of a customer purchase journey? Research by McKinsey & Company showed that for
most consumers a test drive is a vital part of the decision-making journey, however, the 2013 Retail
Innovation Consumer Survey showed that 23% of customers, surveyed in Europe, said that the test
drive is not important (Mohr et al., 2014). Furthermore, Hyundai Rockar reported that 47% of
customers who brought a vehicle (through Rockar) did not undertake a test drive as part of the

purchase journey (Milligan, 2017).

Customer journey

E-commerce customer journey in the automotive market

With quality sales information freely available online, the relationship between consumer and sales
person has changed (Foy, 2013; Hirt and Willmott, 2014). This may be due to consumers becoming
increasingly trusting in online reviews (Lee et al., 2011). Research by the consultant agency
Capgemini (2015) showed that 35% of consumers would be influenced to make a purchase decision
by a positive social media comment. Even more striking figures come from PWC (2013) who found
that 71% of consumers are more likely to make a purchase if it has been recommended on social
media. Furthermore, (Deelarocas (2003), Schindler and Bickart (2005) and Pookulangara and Koesler
(2010) argue that social channels are having an increasing impact on customers purchase decisions
and brand loyalty. This suggests that the customer experience of an online brand is becoming of

integral importance to companies (Edelman and Singer, 2015).

Since customers are utilising the Internet for much of their decision-making process, they enter a
dealership knowing exactly what model of vehicle they want and how much they are prepared to pay
for it (Conger and Schultze, 1999; Foy, 2013; The Economist, 2015). Especially with the new
generation of buyers who are confident online and increasingly shopping for vehicles like they would
other products (Foy, 2013; Hirt and Willmott, 2014), it is in the manufacturer’s best interest to innovate
automotive retail and provide a platform to sell new cars online (Lawson et al., 2016). To gain or even
maintain market share, car manufacturers will have to expand their sales channels, as in the UK

alone there are three manufacturers already retailing new vehicles online (Milligan, 2017).

This leaves dealerships in a potentially problematic situation. Some argue that manufacturers are too
reliant on dealerships to remove them from the customer purchase process entirely, or that online
sales are not a threat to physical sales and thus will not negatively impact dealerships (Avery et al.,
2012; Foy, 2013; carwow, 2016a; Milligan, 2017). Others argue, that there is a significant chance that
if online retailing gains pace, the manufacturer will cut out the middle man to increase their margins
(Laudon and Traver, 2014; The Economist, 2015). Especially as consumers used to visit dealerships
3 or 4 times before making a purchase, but nowadays this has dropped to just one visit to test drive
and purchase a vehicle (Carwow, 2016b; Milligan, 2017). Singh (2013) argues that the responsibility
lies with the dealerships, saying that dealerships need to lead the way on e-commerce to remain an

integral part of the consumer purchase journey.
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Conceptual framework

Utilising both the ‘Digital Marketing Capability Model’ (Smart Insights, 2015) as well as the ‘Strategic

Options for a Company in Relation to the Importance of the Internet as a Channel’ model (Chaffey

and Ellis-Chadwick, 2016, p. 226) the below visual framework of current understanding about

automotive e-commerce was created by the writer (Table 2). The framework is a stage like process,

focused on Digital Maturity® in order to simplify a complex concept. A Centre does not necessarily

have to go through each stage, dependent on technology adoption and the other factors showcased

in each stage a Centre could skip a stage.

Automotive Retail Digital Maturity Framework

Centre: Supreme

Centre: Checkout

Centre: Pick Up

Centre: Service

Elementary Grasp of Ecommerce

of Ecommerce

Each stage builds on the previous

Multifaceted Grasp

—

All purchases made
directly with the Centre,
little

information available
online and Centre is main
point of contact

Information is widely
available online, thus
customer carries out all
relevant research online
(consulting social media)
and only visits the Centre
to

purchase the vehicle

Full purchase journey is
carried out online, and
visits the Centre to pick up
their newly purchases
vehicle. Customer service
is outstanding

Either customer picks up
their online purchased
vehicle at the Centre or it
is delivered to their
home/work, leaving Centre
to mainly carry out service
work

¢ Basic online presence
e Treated as display
advertising
(Laudon and Traver,
2006)
e Web 1.0
(Robehmed, 2013)

Maturity Stage 1

e Acknowledged as part
of customer journey

e Online lead generation
(i.e. brochures, test
drives)

e Mobile optimised
(Gill, 2014)

e Web 2.0
(Barassi and Trere,
2012; Lee et al., 2012)

Maturity Stage 2

o Online retailing

e Click & Collect

e Single source of data
driving connectivity
between all touch points
= strong CRM system
(i.e. HQ, Centre, call
centre, service)
(Edelman, 2010;
Kitewheel, 2016)

Maturity Stage 3

e Telematics
(i.e. connected cars)

o Different ownership
model is supported
(i.e. rental, car-share)
(Orsato and Wells, 2007;
Firnkorn and Muller,
2011)

Maturity Stage 4

Table 2: Automotive Retail Digital Maturity Framework

3 Digital maturity can be defined as a continuous and ongoing process of adaptation to a changing
digital landscape (Kane et al., 2017).
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The author postulates that currently the majority of automotive manufacturers (including TGB) could
be placed at ‘Maturity Stage 2’. This stage has been visualised below in Figure 2, as the most
simplistic current automotive customer purchase journey. The journey begins by researching vehicles;
these are then narrowed down by a test drive which consolidates the choice of vehicle. The customer
purchases their car, and picks it up once it has arrived. They are then offered After Sales and

accessories and return to the dealer to service their vehicle.

b

BOOK TEST

DRIVE
PURCHASE

CURRENT CUSTOMER JOURNEY

(Maturity Stage 2)

SERVICE PICK-UP

Figure 2: Current Customer Journey

Research methodology

For this study, both primary and secondary research methods were used.

Secondary research

Three secondary research techniques were used (Figure 3):

Document

Based

Bench ‘

Marking

Knowledge on whether TGB should
introduce ecommerce

[] Type of research

Figure 3: Survey Approach
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1. Competitor online automotive retailers were benchmarked to gain insight into how other
manufacturers have introduced e-commerce into their sales strategy. These competitors were chosen

as they were already retailing online.

2. A survey used to gain a preliminary understanding of how the automotive industry feels about
automotive e-commerce.

3. A document based financial analysis was carried out to understand how a Toyota vehicle is priced
and therefore how a vehicle could be priced online. This information is confidential to TGB and official

figures and percentages cannot be shared.

Primary research

To gain an understanding of prospective car buyers’ current attitudes towards purchasing a vehicle
online a survey was carried out. Arguably one appropriate audience for the survey sample would be
current Toyota owners. However, as mentioned in the introduction, the average TGB customer is 62
years old, and when looking at the correlation between this age group and e-commerce, it is possible
to suggest they are generally less inclined to purchasing a vehicle online (ONS, 2016). The alternative
audience could be Toyota conquest customers?; however, the information about Toyota prospects® is
of low-quality due to an unsophisticated CRM system. Therefore, the focus will be on conquest

consumers rather than prospects (Table 3).

Primary Research—Survey Approach

Interpretivist Stance Collecting subjective data

Inductive Approach Conclusions will be drawn based upon findings from survey

Non-Probability Sample |Limited information dictates a non-probability sample

Purposive Sampling Enables targeted sampling

- Both Male and Female
- Living in the UK

Audience:

- Aged 18 or over

- Showing an interest in automotive articles and sites
Sample Size: 100

Table 3: Secondary Research Approach

4 Conguest customers: those who have never shown an interest in a Toyota vehicles before.
5 Prospects: those who have shown an interest but have not purchased a Toyota vehicle.
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Sampling

Adopting an interpretivist stance allowed a richer understanding of how the surveyed audience felt
about a digital automotive industry, as the survey collected subjective rather than objective data
(Table 3). Conclusions were drawn using an inductive approach as it was based on specific

observations rather than existing theory.

The survey was carried out using Google Surveys. This tool was chosen as it allows in depth analysis
of the findings and access to a large audience willing to respond to surveys. Aimed at the automotive
industry, the survey ‘pop uped’ on automotive articles after 30 seconds of activity, which the individual

can chose to answer or close.

Using Google survey allowed the researcher to set criteria for which individuals should be targeted
with the survey i.e. both genders, aged 18 and over, living in the UK and searching for automotive
articles. This audience was chosen because the survey aimed to understand the attitudes of
prospective car buyers. As targeting was required, the survey used non-probability, purposive
sampling (Table 3) (Saunders et al., 2007.) This was the most appropriate survey type as it was not
possible to carry out a representative sample, due to the size of the prospective car buyers’
population. Not only is the size of the population too large, but directly targeting individuals in this
group could present privacy issues due to unsolicited communication. Thus, purposive sampling was
the best choice as those individuals looking at automotive pages (thus showing interest in cars) could
be targeted (Lenth, 2001). In addition, as the research was investigating the introduction of online
retailing, an online survey was a natural was choice for capturing views of online shoppers. A paper
form survey may have captured respondents from all ages but it would have been harder to target
respondents and more difficult to collect the forms Therefore, an online survey was the preferred and
pragmatic option.

100 participants living in the UK responded to the survey on Friday 5" March 2017. 59.1% of the

respondents were female and 40.9% were male. The results were analysed and compared with the

secondary data.

Methodological choice and time horizons

The research study utilised a mixed method of research, consisting of quantitative and qualitative
data. Utilising four different research methods enabled triangulation, helping to balance weaknesses

from each research method (Saunders et al., 2007; Gray, 2013).

Due to time constraints, this research wasl be a cross-sectional study (Saunders et al., 2007). The
benefit of this was that the findings from the survey could be compared to the previous years’

secondary research to understand if a new trend was appearing.

Practical limitations

There were three main limitations to the research project:
1. The research project was conducted in a short time frame and therefore a large scale survey
with hundreds of respondents could not be undertaken.
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2. Google Surveys is a useful tool as it allows for in-depth analysis and targeted audience
selection, however it is a fee based service, with a charge for each response collected.
Therefore the survey response limit was set to 100.

3. There was a risk of bias from only running the survey online. However, this was justified as
the theme of project was purchasing vehicles online, thus an online survey correlated to the

theme.

Ethical issues

Chaffey and Ellis-Chadwick (2016) state that unethical actions can damage company reputation,
therefore it was imperative that the study adhered to ethical standards. As the online survey collected
biographical information (age) from the respondent, permission was sought from the respondents
when they completed the survey. Respondents were provided with a clear explanation of why the
data was being collected and how it would be used. Assurances were provided regarding responses

being anonymised and confidential.

The data from the survey was held in a secure password protected file that was only accessible by

the author.

As the research utilises unpublished company information as part of the document based secondary

research, permission was sought from the company prior to publication of the research.

Research findings
Benchmarking
Desk research was undertaken to review the digitalised customer journey in the automotive industry

in particular for Tesla, Hyundai Rockar and carwow customers (Table 4).

Tesla

Tesla was established in 2003. Selling three models, each comprise a niche all electric engine, along
with cutting edge technology and design. Tesla specialises in premium electric vehicles which are
predominantly sold online. With just thirteen stores (otherwise known as galleries) in main cities
around the UK, and only seven service centres, Tesla is not a mainstream manufacturer. However,
with a new affordable product (the model x) coming in 2018, along with three additional stores, Tesla

is expanding its reach.

Unsurprisingly, Tesla’'s website is fully optimised. A prospective customer is able to book a test drive,
and purchase a used, showroom or brand new vehicle in the exact configuration of their choosing. A
part exchange is also possible, along with flexible finance options. The customer is then able to pay
for their vehicle online, and chose either home delivery or pick up from a local store, as well as

organise a part exchange pick up.

Tesla’s customer purchase journey is seamless and simple. The only negative aspect of the process
is the need to request a test drive via a form, which seems like a rudimentary step considering how

advanced and sophisticated the rest of the website and purchase journey is.
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Hyundai Rockar

Rockar was established in 2012, with the aim of “building a new way to buy cars entirely from a
customer’s point of view” (Rockar, no date). Removing the salesperson from the customer purchase
journey is the key selling point of the company. Instead of salespeople, Rockar employ ‘Rockar

Angels’ who are product experts, on hand to help and advice on any given Hyundai vehicle.

With Hyundai’s eleven models, there is a car for every need and lifestyle choice. However, with only
two stores (Bluewater shopping centre and Westfield Stratford shopping centre) and one official

service centre at Bluewater shopping centre, Rockar’s physical presence is small.

Rockar’s website focuses on selling new cars only, but customers’ can trade in their old vehicles with
their new purchase. There is also a range of finance options to choose from which are simple to
navigate. The prospective customer is also able to test drive on their own terms though Rockar’s
‘YouDrive’, whereby the customer choses from the two available locations, the model they wish to test
drive and finally the date and time. Then all the customer needs to do is arrive at the given location,

date and time to pick up their test drive vehicle.

The customer is able to pay for their vehicle online, and like Tesla, choose their handover method,
either delivery to the customers’ home or office or collection from either of the two shopping centres.
At the same time as the collection taking place, Rockar are able to take the part-exchange vehicle

too.

Hyundai Rockar’s customer purchase journey is fairly simple and customer friendly. Potentially the
only negative aspect of the process is that it heavily focuses on the price of the vehicle, rather than its
features.

carwow
carwow entered the automotive market in 2010 as a car review aggregator, and in 2011 expanded to
providing a platform for vehicle sales. However, carwow does not sell cars; it simply finds offers from
carwow verified UK dealerships. It is important to differentiate carwow as a service provider rather

than a manufacturer providing online sales.

The difference between carwow and manufacturers is that it allows a prospective customer to carry
out research about all different brands and models on one website. Once the customer’s options have
been narrowed, they can express an interest in purchasing a vehicle and then local dealerships get in
touch with the customer with offers, rather than the normal journey of customers contacting

dealerships.

Therefore, carwow does not provide online sales, but it digitises and modernises the customer
purchase journey, taking out the haggling element while reducing customer stress and any time-
consuming elements of the vehicle purchase. It brings dealerships to the customer, who then buys the

car at the agreed online price at the dealership.

However, a drawback of carwow is that a prospective customer cannot book a test drive through the

website; they must show an interest in a vehicle and wait for the dealership to contact them. Also, the
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actual collection and part-exchange process is dependent on the local dealership, thus, more often
than not the customer will have to pick up their new vehicle from the dealership. This is not as

customer friendly as either Tesla or Hyundai Rockar who offer home delivery as an option.

m Level of digitalisation

Tesla - Manufacturer
- Fully optimised website
- Online payment facility

Hyundai Rockar - Manufacturer
- Partially optimised website
- Removed need for sales person
- Online payment facility

carwow - Service provider not manufacturer
- Partially optimised website — allowing comparisons
to be made between a range of manufacturers

Table 4: Level of digitalisation

Google Gearshift Survey

Google in partnership with Kantar TNS (global marketing research company), annually carry out a
national survey called Google Gearshift, to find out the automotive industry trends in the UK. The
most recent results were published in 2016 in the ‘Drive to Decide’ report. The report analysed the
responses of 526 UK residents who had purchased a vehicle in the last 12 months. The Report
indicates that the automotive customer journey is changing with the growth in digital information
influencing how consumers research a vehicle before purchase. The Google Gear Shift report of 2016
highlights that there are three main influencers of online consumer behaviour before an individual

buys a vehicle: research; mobile use and online videos.

Google Gearshift (2016) reported that before purchasing a vehicle, a customer can have around 900
digital interactions (Genvelber, 2016). 90% of those surveyed, researched their vehicle purchase
online before visiting a dealership. This could be why a new car buyer will on average visit a
dealership 2.1 times and only take 1.3 test drives before making a purchase (Google, 2016). This is a
new trend in automotive purchase, but it does not infer that the increased availability of information
ensures a quick sale as 11% of the 526 customers took more than three months to purchase a

vehicle.

Google Gearshift (2016) reported that mobile devices are increasingly a strong medium for research.
65% of the 526 surveyed, said they had used a smartphone to carry out their research. 26% spent
more than half their online research time on a mobile device; this has increased 7% since 2015.

Furthermore, 10% of new car buyers carried out their entire research phase on a mobile device.

Google Gearshift (2016) discovered that 66% of those surveyed said they watched videos about their
vehicle during the research stage; this has increased 9% since 2015. Of those who watched videos
prior to a dealership visit, 35% watched vehicle reviews and walk-arounds, 29% watched highlights of

vehicle features, and 25% watched test drive videos. This suggests that physical experiences may be
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substituted by videos. Furthermore, videos positively changed 62% of the consumers’ minds about

either the vehicle or manufacturer.

Google are certain that digital is the future for automotive sales, despite 96% of purchases still
happening at the dealership, 86% of buyers researched their vehicle online before purchasing at the
dealership. In addition, 54% would ‘definitely’ consider purchasing a vehicle through a fully digital
journey (Google Gearshift, 2016).

Social media and peer review in particular is having an increasingly prominent impact on a
consumer’s automotive choice. 46% of consumers looked for vehicle reviews or ratings prior to
visiting a dealership, suggesting that other customers’ opinions are influential on a prospective

customer.

Google Gearshift (2016) identified a range of influencing factors for customers to purchase vehicles
online. 43% of the 306 consumers who would ‘definitely’ or ‘in the future’ purchase a vehicle online
said that they would buy online if the price was right or there was a promotion. 36% said that
convenience is the reason they would purchase a vehicle online. And 35% said that it allows easy

price comparison as well at saving time (Google Gearshift, 2016).

Vehicle pricing
The process to price a Toyota vehicle is complicated. It is dictated by a Toyota Motor Europe (TME)
competitor basket, but also has to focus on the Centre Network, leaving a very small profit allocation

to TGB (Toyota, 2015). It would not be a straightforward task to introduce online retailing due to the

issue of pricing. There are four main options, all of which have a host of advantages and

disadvantages. These are charted below in Table 5:

Options

Options for Vehicle Pricing Online

Advantages

Disadvantages

Sell vehicles online with
1. | the On The Road (OTR)
price

e No impact on margins or profit
for TGB nor Centre Network

Customers are unlikely to accept
this price as they know the car
can be brought cheaper at the
Centre

No incentive for Centre Network

Use Centre Margin to
set online price

e Can offer cheaper price online
for customers

e TGB still fully benefit from online
sale

Regulations against price fixing
Centre Network rebellion due to
decreased profit margin

Customer may get lower quality
of service from Centre Network

Use Variable Sales
3. Expense (VSE) to set
online price

e Can offer cheaper price online
for customers

¢ Centre Network fully benefit from
online sale

Regulations against price fixing
TGB lose profit as they must give
up a larger portion of VSE

Only sell finance offers
online

¢ No impact on margins or profit
for TGB nor Centre Network
¢ No price fixing issue

Does not account for customers
who do not wish to purchase on
finance (missed opportunity)

No incentive for Centre Network

Table 5: Options for vehicle pricing online
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Survey research findings

As stated early a survey of 100 individuals living in the UK was carried out on Friday 5" March 2017.

The sample size was slightly weighted in favour of female respondents, with a 59.1% female and

40.9% male split. The results have been categorised into the following themes: Intention to purchase

a vehicle; Importance of a test drive; Information sources that influence purchase; online purchasing

behaviour and choice of car brand.

Intention to purchase a vehicle

The majority of those surveyed, a total of 74.7% were not intending to purchase a vehicle in the next

12 months. However, 25.3% were in the market for a vehicle. Of those in the market, 63.95% were

male and 36.05% were female. 86.4% were between the age of 18 and 44 (Figure 5), implying that

the car market as a whole is younger than TGB'’s existing customer base (based on NCBS data —

showing the average age of a TGB customer to be 62 years old).

Do you intend to purchase or lease a vehicle in the next 12 months?

%
50

45
40
35
30
25
20
15
10

5

0

44.4%

s A1)

o0

10 904
10.270

m18-24

25-34

=

Yes No

Age
35-44 w4554 m55-64 mWE5+

Maybe

Figure 5: Intent to purchase or lease a vehicle in the next 12 months by age category
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Importance of a test drive
31.3% of respondents said that a test drive was ‘extremely important’ when buying a vehicle. 27.7%
said it was ‘important’ and 20.5% who said it is ‘not important at all’. Therefore, it could be argued that

49% of the respondents would not purchase a vehicle without having test driven it first (Figure 6).

When buying a vehicle how important is a test drive to you?
7 | | | |
Not at all important 1 20.5%

2 3-%%

3 17.0%

4 27.7%

Extremely important 5 31.3%

0% 5% 10% 15% 20% 25% 30% 35%

Figure 6: Importance of a test drive when purchasing a vehicle

When comparing the importance of a test drive with the likelihood of purchasing a vehicle online in the
next two years, the results show that a test drive is in fact more important to those who are more likely
to purchase online than those who are certain they would not. 72.7% of the respondents who were
certain they would purchase online in the next two years stated a test drive was extremely important
to their decision-making journey, suggesting that the purchase needs to be informed by the customers

own research and experience of a vehicle (Figure 7).

How likely would you be to purchase a vehicle online in the next two years?

| would never
purchase a 5
vehicle online

I'm certain | will i | |
purchase a 1
vehicle online [ [

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

When buying a vehicle how important is a test drive to you?

Not important at all = m Extremely important

Figure 7: Likelihood of purchasing a vehicle online in the next two years vs. importance of a test drive when buying
a vehicle
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Information sources that influence vehicle purchase
Sources to inform an automotive purchase decision are fairly evenly balanced. 39% of respondents
said they would look to their local dealer’s website to gain information to inform their purchase

decision.

Which of the below sources would you use to inform your automotive purchase decision?
34%

Search engine (Google,
Yahoo etc.)
45%

42% 40%

Manufacturer website
21%

None of the above

14%
Vehicle videos Main dealer website

39%

23% 17%

Third party automotive

. Social media
website

Figure 8: Sources used to inform automotive purchase decision

Which of the below sources would you use to inform your automotive purchase decision?

Main dealer website

Search Engine (Google, Yahoo, etc.)

Manufacturer website

Third Party automotive website
Vehicle videos 28.2%

Social media

None of the above
[ [

0% 20% 40% 60% 80% 100%
Gender
® Male = Female

Figure 9: Sources used to inform automotive decision split by gender
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Social media also had an influencing position, with 17% of respondents stating this source would be

utilised to inform a vehicle purchase decision (Figure 8). This may be due to the increased use of

social media channels by automotive manufactures to advertise and interact with prospective

customers. 14% of respondents indicated that they would watch vehicle videos as part of the

purchasing journey. More male respondents (71.8%) stated they would watch videos, than females
(28.2%). See Figure 9.

When comparing the information sources used to research vehicle purchase to the likelihood of

purchasing online in the next two years, those respondents who were more certain that they would

purchase online, indicated they would use a greater range of online information sources, especially

main dealer websites, search engines, vehicle videos and third party automotive websites (Figure 10).

This suggests that in order to purchase a vehicle online a consumer will carry out a much deeper level

of research and product analysis online prior to purchase.

How likely would you be to purchase a vehicle online in the next two years?

| would never
purchase a vehicle
online

I'm certain | will
purchase a
vehicle online

1

| | | |
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Which of the below sources would you use to inform your automotive purchase decision?

m Search engine (Google, Yahoo etc.) Manufacturer website
Main dealer website Social media
® Third party automotive website m Vehicle videos

® None of the above

Figure 10: Likelihood of vehicle purchase in the next two years vs. sources used to research vehicles

Online spending behaviour

Online spending delivered an unusual result, with 36.9% of respondents having never purchased

anything online (Figure 11). However, this means that a large proportion of the respondents were

active users of online purchase channels, with 63.1% stating they had purchased online before.

17.5% of those who had purchased online, had spent over £1,000 in one transaction, which could

equate to a small vehicle deposit (as part of an online finance agreement).
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Up to now, what is the most you have spent on a good or service online, in

one transaction?

£5,000 +

£1,000 - £4,999

£500 - £999

£100 - £499

Under £99

I haven't purchased |
anything online m 36.9%

5.8%

11.7%

9.7%

23.3%
1216%

0% 5%

10%

15% 20% 25%

30%

35%

40%

Figure 11: Highest spending on goods or service online

No conclusions can be drawn from online spending to date in correlation to the likelihood to purchase

online in the next two years. Despite no obvious patterns emerging from the survey results, 27.3% of

the respondents who have ‘never purchased anything online’ are also certain they will purchase a

vehicle online in the next two years (Figure 12).

| would '

never

purchase a |
vehicle 5

online |

I'm certain | | |
will 5 : :

How likely would you be to purchase a vehicle online in the next two years?

0% 10% 20% 30%
Up to now, what is the most you have spent on a good or service online, in one

40% 50% 60% 70%

transaction?

80%

90%

m Under £99 m£100 - £499 = £500 - £999 = £1,000 - £4,999 m £5,000 + m| haven't purchased anything online

100%

Figure 12: Likelihood of purchase in the next two years vs. highest spending on goods or service

online
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Choice of car brand

When exploring whether the ability to purchase a vehicle online would influence a respondents choice
of car brand; 53.5% of respondents indicated they would ‘not at all’ be influenced by online availability
(Figure 13). This may be because these individuals are either loyal to a certain brand, have no
interest in purchasing a vehicle online or are not in the market for a vehicle. In addition, only 0.8% of
respondents were planning on buying a vehicle in the next 12 months and 84.9% of those who would
‘not at all’ be influenced by the ability to purchase online were not intending to purchase in the next 12

months.

How much would the ability to purchase a vehicle online, influence your choice of car
brand?

Significantly 1 7 %.9%
2 7 13.9%
* |
3 17.8%
4 7 5.9%
Notatall 5 | 53.5%
0% ld% 26% 36% 46% 56% 60%

Figure 13: Choice of car or brand based on the ability to purchase vehicle online

It could be argued that up to 46.5% of respondents could be influenced to purchase a particular car
brand if it was sold online disregarding those who would ‘not at all’ be influenced). Of the 8.9% who
would be significantly influenced by the ability to purchase online, 29.7% were planning on buying in

the next 12 months (Figure 14). This suggests that there is demand for online retailing of vehicles.

How much would the ability to purchase a vehicle online, influence your choice of car
brand?

Not at all 1

Significantly 5

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Do you intend to purchase or lease a vehicle in the next 12 months?

Figure 14: Choice of car or brand based on ability to purchase online vs. intent to purchase in the next 12 months
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When comparing those ‘purchasing online in the next two years’ with ‘influence to buy a certain brand
if it was available to purchase online’, a positive correlation was discovered. 72.7% of respondents
who were certain they ‘will purchase a vehicle online’ being ‘significantly’ influenced to purchase a
particular brand if it was available online (Figure 15). This suggests that retailing online could bring a
strong competitive advantage to an automotive manufacturer as those wanting to purchase online
could be influenced to purchase a brand they had never interacted with, because they retail their

vehicles online, while others do not.

How likely would you be to purchase a vehicle online in the next two
years?
| would never
purchase a 1
vehicle online
2
3
4
I'm certain |
will purchase 5
avehICIe T T T T T T T T T T 1
online gy 10% 20% 30%  40% 50% 60% 70% 80% 90%  100%
How much would the ability to purchase a vehicle online, influence your
choice of car brand?
Not at all ® H Significantly

Figure 15: Likelihood of vehicle purchase online vs. choice of car or brand based on ability to
purchase online

Purchasing vehicles online

The question ‘how likely would you be to purchase a vehicle online in the next two years?’ showed
that 54% of respondents would ‘never purchase a vehicle online’ (Figure 16). This may be heavily
influenced by those who are not in the market, as 83.9% of those who responded that they would

‘never purchase a vehicle online’ are not intending to purchase a vehicle in the next 12 months.

How likely would you be to purchase a vehicle online in the next two years?
I'm certain | will purchase a vehicle online 5 7 7%
4 | 69
3 | ‘ 20%
2 13%
| would never purchase a vehicle online 1 m 54%
0‘% 1(;% 26% Sd% 46% 5(;% 60%

Table 16: Likelihood of a vehicle purchase online in the next two years
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Of those in the market to purchase a vehicle in the next 12 months, 27.7% of respondents were
‘certain’ they would purchase a vehicle online in the next two years. Taking into account those who
are not entirely certain, but definitely have not ruled out an online purchase, 69.9% of those willing to
purchase a vehicle online in the next two years were currently in the market to purchase (Figure 17).
Again, this is evidence to suggest an automotive manufacturer can gain a significant competitive

advantage over competitors if they began retailing online imminently.

How likely would you be to purchase a vehicle online in the next two years?

| would never
purchase a
vehicle online

[y

I'm certain | |
will purchase a
vehicle online | | | | | | | | | | |
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%
Do you intend to purchase or lease a vehicle in the next 12 months?

mYes " No ®Maybe

a1

Figure 2: Likelihood of vehicle purchase online in the next two years vs. intent to purchase or lease a
vehicle in the next 12 months

Discussion
In order to understand whether TGB should expand its sales model to e-commerce. This section will
bring together the literature search, benchmarking and survey results (primary research), and will be

structured using the following research questions:

1. To what extent is a test drive a key determinant of vehicle purchasing?
2. What is the impact of e-commerce strategies on dealerships?
3. What is the viability of a fully digitalised customer purchase journey?

Importance of a test drive to TGB customers

Mohr et al., (2014) argued that 23% of European respondents did not deem a test drive to be an
important aspect of their vehicle purchase journey. Milligan (2017) reported that 47% of Hyundai
Rockar customers purchased a vehicle without a test drive suggesting that a test drive is not
important to those customers. The decreased reliance on test drives is supported by research from
Google Gearshift which showed that a consumer will take 1.3 test drives on average before making a
purchase (Google Gearshift, 2016). This is further supported by the project survey results, which
found that 20.5% of respondents did not consider a test drive to be an important aspect of their
vehicle purchase journey. Thus, it can be argued that to a portion of the population, a test drive is no

longer a key determinant of a vehicle purchase.
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Instead, it could be argued that the rise of new trends act as a substitute to a test drive. Google
Gearshift (2016) found that 25% of new car buyers watched test drive videos before making a
purchase. Similar results emerged from the projects survey results, which showed that 14% watched
videos to determine their vehicle purchase. This correlates with the documented increased use of
digital social channels to inform purchase decisions (Deelarocas, 2003; Schindler and Bickart, 2005;
Pookulangara and Koesler, 2010; PWC, 2013; Capgemini, 2015).

However, the project survey found that 31.3% of the respondents still regard test drives as -important
to their vehicle purchase decisions. As test drives remain integral to a percentage of potential
customers purchase journey TGB may benefit from offering similar test drive services to that of
Hyundai Rockar. A process whereby the consumer chooses their location, date and time online,
without needing to contact the Centre, and is then able to pick up their chosen vehicle from the Centre
and carry out the test drive without a salesperson. This way the prospective customer would avoid
pressure from a salesperson, and therefore dissatisfaction with the Centre visit (McKinsey, 2014). To
increase customer satisfaction during a Centre Network visit, all efforts should be made by TGB to
make the booking process simple and responsive, followed by great customer service during the visit,
as well as an option to test drive without the salesperson. However, for those who do not need to test
drive to decide on a vehicle, TGB in partnership with its Centre Network should provide high quality
resources online, such as videos and reviews. This would show off the features of a vehicle and thus

positively influence a consumer to purchase.

Impact of e-commerce on TGB Centre Network

Carwow (2016a) and (McKinsey, 2014) argue that dealerships are aware of the change in customer
behaviour. The benchmarking activity supports this by providing examples of new dealership
structures, i.e. Tesla provides consumers with ‘galleries’ in main cities rather than suburbs, Hyundai
Rockar have established two stores in London shopping centres and removed the salesperson from
the customer journey. Another example comes from carwow (although not an automotive
manufacturer but rather an aggregator) who overturned the sales process, making dealerships

compete for custom online, instead of a customer approaching their local dealership.

These new and innovative ways to attract customers may have arisen due to the decline in dealership
visits (Google Gearshift, 2016). In the past, customers would visit a dealership three or four times
prior to making a purchase, whereas nowadays this has dropped to around one visit (carwow, 2016b;
Google Gearshift, 2016; Milligan, 2017). There may be a number of causes for this, but arguably the
main reason is that consumers are becoming more knowledgeable about products and no longer
need to seek ‘expertise’ from an in-store employee or salesperson (Lee et al., 2011; Hirt and Willmott,
2014; Ryan, 2017). This is also seen from the responses to the Google Gearshift (2016) research,
which found that 86% of consumers researched their vehicle of choice prior to visiting a dealership.
However, since a vehicle purchase is a high value one, the need for physical product evaluation still

remains, even if it occurs after the consumer’s decision is almost final (Herhausen et al., 2015).

Even though the literature illustrates that consumers are more informed, 39% of respondents (all

ages) to the project survey are still choosing to visit the main dealer website to inform their purchase
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decision, compared to 21% who visit the automotive manufacturer website. However, social media
and vehicle videos also play a significant part in the decision-making process, especially for those
aged 18 to 24, social media being the main source of information, closely followed by vehicle videos.
This suggests that TGB as well as the Centre Network may need to consider increasing their social
media activity to interact in a modern way with the younger market.

There are two contrasting viewpoints about the true impact on dealerships. One is arguably a
pessimistic opinion, whereby automotive manufacturers will cut out the intermediary from the sales
process, or e-commerce will naturally cannibalise dealerships (Shi and Salesky, 1994; Enders and
Jelassi, 2000; Laudon and Traver, 2006; Falk et al., 2007; Singh, 2014; Economist, 2015; Gilliland,
2016). The other, a far more optimistic, but equally as feasible view, is that e-commerce will not
cannibalise the dealership structure because it's a different channel which won’t be accepted by all
consumers instantly (Avery et al., 2012; Foy, 2013; Herhausen et al., 2015; carwow, 2016a; Milligan,
2017). Thus, the impact on TGB Centre Network remains largely unknown, but Centres could take
comfort in the fact that at the current moment in time all their competitors still have physical stores too
(Marques et al., 2014).

Viability of digitalised customer purchase journey for TGB
There are several factors which must be considered before any decisions can be made on whether a

digitalised customer journey is viable for TGB, this includes demand and pricing.

In 2016, The Office of National Statistics reported that 77% of Internet users are buying goods or
services online, meaning that only 23% of the internet population do not (ONS, 2016). This is similar
to the results of the project findings, 36.9% of respondents had ‘never brought anything online’, and
thus 63.1% either actively purchase or have in the past purchased online. Of this, 17.5% had spent
over £1,000 online in one single transaction, suggesting that a portion of the population is willing to
spend a large sum of money online. Of those respondents who had never purchased online before,
27.7% stated they were certain they will purchase a vehicle online in the next two years. This seems
peculiar, since literature such as Rogers (2003), Bigne et al., (2005) and Foy (2013) suggest that
individuals in tune with the Internet and e-commerce are likely to purchase vehicles online, not those

who have no experience in the online market.
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McKinsey (2014), Capgemini (2015) and Marques et al. (2014) highlight that between 20% and 40%
of consumers would purchase a vehicle online. In addition, Google Gearshift (2016) argues that 54%
of the UK automotive market would consider purchasing a vehicle online. In addition, 46% to the
project survey stated they would not completely rule out purchasing a car online in the next two years,
with 7% certain that they will purchase online. Furthermore, 46.5% of those surveyed would be
influenced to some degree to purchase a certain brand if it was available online, of whom 8.9% would
be significantly influenced. Therefore, there is evidence to suggest that there is a growing demand for
automotive e-commerce, meaning TGB should exploit the potential to gain competitive advantage by

differentiating their sales model and offering vehicle purchase online.

Utilising: 1.) Pick date, time and Centre

. Test Drive Videos online, most convenient to

) customer.
- Reviews

- Social Media 2.) Visit local Centre and test

drive chosen vehicle without a Payment Options:

- Manufacturer and Dealer
Websites

- Personal Contract

RESEARCH PURCHASE Plan (PCP)
ONLINE IN CENTRE _
= e s - Hire Purchase

- Brochures etc.

Aanls

NEW TGB FULLY DIGITAL CUSTOMER JOURNEY
(Maturity Stage 3)

SERVICE PICK-UP

Able to book service online
for a date, time and Centre most

convenient to customer.

FROM LOCAL Track vehicle

online through

every step of the
Can order accessories

online to pick up with the new

vehicle.

All contact points (Centre

Network, Service Centre, Call

Figure 21: New TGB Digital Customer Journey

The new online sales channel, should work alongside the existing customer journey, as detailed in
Figure 21. Whereby all steps are fully digitalised, but the purchase of the vehicle can be carried out at
the Centre or online, therefore moving TGB from ‘Maturity Stage 2’ to ‘Stage 3’ of the conceptual
framework. Improving all digital touchpoints would provide all customers (whether they purchase
online or instore) with a better and smoother experience from test drive to servicing, ultimately
improving customer satisfaction. For example, improving test drives and servicing by allowing a
customer to book the date, time and location online rather than needing to contact a salesperson to
book.
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Before a digital customer journey can be achieved, the barrier of online pricing needs to be overcome.
It is vital for TGB to remain profitable while satisficing the Centre Network as they rely on their service
as the only sales channel. As discussed earlier vehicle pricing, including online pricing is problematic,
due to price regulations and profitability. Setting online prices at the ‘On the Road’ price would be the
ideal solution because these prices are currently advertised on the website, however, it is also
common knowledge in the automotive market that a customer can get a cheaper price at the
dealership (Milligan, 2017); therefore, this may not be an effective solution. An alternative solution
would be to utilise either some of the Centre Network or TGB profit margin to set a cheaper price
online, however, this can run the risk of anti-competitiveness as TGB could be undercutting its

competitors by promoting a lower price online.

In order to realise this new online sales channel, McKinsey’s 7-S framework (Figure 22) should be
discussed by TGB management (McKinsey, 2008). For example, a new set of skills will be required
for both Centre Network and head office staff. Systems will need to be updated i.e. new customer
relationship management system and website capability. Structure of both TGB and departments
within TGB, will need to change as a new manager would be required to project manage a new digital
customer journey. TGB and Centre Network staff may need to help to embrace the change. Finally, a
new strategy will need to be developed. The only two factors which will remain the same for this new
customer journey is style and shared values, as TGB has a sound culture and leadership style, and
the shared values would be communicated and incentivised with the Centre Network. As many of
these changes would require significant alterations in the company, management must consider the

implications and weigh up the risks ahead of implementing the new sales channel.

Conclusion

It can be concluded that there is a market for automotive e-commerce. Evidence points towards an
emerging market and clear demand for online automotive retailing (Foy, 2013; Lawson et al., 2016;
Google Gearshift, 2016). There is a growing acceptance and demand for an online automotive

customer journey, as triangulation of the literature, benchmarking and primary research has shown.
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Figure 22: McKmseys 7-S Framework (MCKlnsey, 2008)
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The future of dealerships is uncertain, however, in the short to medium term changes will need to be
made in TGB, as well as the Centre Network, to continue being profitable. In the long term, it is
unlikely that manufacturers will no longer require any intermediary in the sales process, because
there will still be a need for a ‘hand over location’ or at least an officially licensed service centre. Thus,
cannibalisation of dealerships from automotive e-commerce is unlikely; however, it will force the
structure or service requirements to change. It can be assumed that the TGB online purchase journey
may remain the same as current, except that the payment exchange will occur online and the cycle
will become more customer centric. Therefore, moving from ‘Maturity Stage 2’ to ‘Maturity Stage 3’ of

the conceptual framework.

The project survey indicated that for the majority of customers test drives are still an imperative part of
the decision-making process. This is also evident in both the benchmarking activity and literature
(Mohr et al., 2014; Milligan, 2017). Therefore, it is important that test drives are incorporated into the
digital sales journey, in a seamless and customer friendly way. As mentioned previously, inspiration
could be taken from automotive manufacturers such as Hyundai Rockar. For those who do not require
a test drive, TGB should provide quality resources online to help validate a consumer’s purchase

decision.

As discussed previously, pricing online is an issue Consumers have indicated that the main reason
they would consider buying a vehicle online would be if the price was lower that a Centre. However,
this would mean that TGB might be undercutting their competitor, which encompasses large
consequences. It is therefore in the interest of TGB to focus on the second reason customers may
consider purchasing a vehicle online: convenience. Thus, TGB should price their vehicles online at
the ‘On the Road’ price, as that overcomes any legal issues, and provide a quality online service

channel for those who wish to purchase online due to convenience.

The only question which remains unanswered from the study is the ‘impact of e-commerce strategies
on dealerships’. Although the impact on the Centre Network has not been characterised, it is certain
that they will be impacted, and will need to adapt to the new sales channel (Singh, 2013; Bacon,
2016; Milligan, 2017).

The impact of the new digitalised purchase journey on the customer will be positive as it will increase
the customer’s choice of sales channel. As the Centre Network could be incentivised on customer
satisfaction, there is no perceived risk of a decline in customer service for an online customer versus

an offline customer.

With the inevitable rise of e-commerce in the automotive industry, TGB must ensure it gets ahead of
its competitors or at least maintain its market share by introducing a new digital sales channel into the
customer purchase journey. Since the demand exists and technology permits the development, the
opportunity to introduce a digital customer purchase journey into TGB’s sales channel should be
exploited as soon as possible in order to gain competitive advantage over other automotive

manufacturers.
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Limitations of study and further research

Upon reflection, the primary research sample size may have been too small to be representative of
the automotive industry customers, however, based on time and financial constraints a more
representative sample was not possible. Therefore, although the findings correlated to those from the
literature, it is essential to understand that the sample size is not representative of the automotive

market.

Secondly, in conjunction with literature, the survey findings did not capture the opinions of TGB
customers, despite this being deliberate, as the research intended to understand the opinions of
prospective customers. It would be of benefit to TGB to carry out further research with Toyota owners
as this would enable an accurate analysis of the online market and loyal customers’ willingness to

purchase online.

Lastly, the final limitation is the lack of first hand opinion from the TGB Centre Network about the
move to a digital customer journey. This was not part of the study. Again it would be beneficial for
TGB carry out further research to understand the Networks standpoint on incorporating a digital sales
channel into the existing strategy. This would allow the creation of a strategic plan to implement the

new sales channel, in union with the Centre Network.
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