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INTRODUCTION

Automotive companies find themselves in a uniquely challenging environment. 
Emerging technologies are reshaping the driving experience and drivers’  
expectations. New competitors, including entrants from such non-traditional 
quarters as the technology sector, are changing the industry’s value chain and 
sources of strategic advantage.

Advanced analytics (AA) can be a powerful tool for automotive OEMs and dealer 
groups in this environment. Our study of more than 200 use cases in the auto- 
motive industry found that AA can boost car sales and contribute up to 1 percent-
age point to the operating margin of OEMs. For many OEMs this equates to  
bottom-line growth of 10-25% and more than 1 billion USD in profit contribution. 
Properly deployed, AA can enable companies to better match demand with  
supply, optimize advertising spending, and manage inventory. Companies that 
seamlessly merge automation with human capabilities in a truly bionic fashion 
can use AA to create new, value-generating business models.  What’s more, the 
growing ubiquity and affordability of rich data sets, sophisticated processing  
hardware and software, and relevant talent are making it easier than ever to 
quickly deploy AA to make a meaningful impact.

Yet based on our observations, few players are leveraging AA to its fullest.  
The hurdles facing companies vary, ranging from data that lacks the required  
granularity to legacy analytical processes and tools that prevent organizations 
from making the most of the data. Still, most automotive OEMs and dealer 
groups have what is needed to start developing sophisticated AA capabilities,  
and can overcome the remaining obstacles by securing the right data, making 
smart investments, and devoting sufficient resources and leadership focus. 
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The Current State of Play

Many automotive OEMs and dealer groups are well positioned to pursue AA. 
They have already made significant investments in technology and data infra-
structure in recent years, largely due to efficiency programs or regulatory pres-
sures. At the same time, there has been an explosion of industry data that is 
available from external sources, such as the growing number of dedicated data 
vendors and businesses in the extended auto ecosystem that collect and sell 
data. The advanced tools and computing power needed to fully mine this data, 
meanwhile, are becoming increasingly user-friendly and affordable. And the size 
of the data management talent pool is expanding daily. 

Despite this confluence of factors, relatively few companies are actively trying to 
take their AA capabilities to the next level. Not enough are aggressively using 
data for better decision-making. Many are not using AA, for example, to recognize 
customer and competitor patterns, better understand market dynamics, calibrate 
strategies and targets more effectively, or avoid repeating tactical mistakes.

In our experience, many automotive companies fail to leverage the full wealth of 
data at their disposal. And where they do attempt to do so, they tend to show a 
lack of processing sophistication. Many analytical processes are still driven by  
the historical need to simplify and aggregate data—requirements that today’s  
advanced analytics nullifies. Models are regularly based on self-fulfilling pro- 
phecies, and their performance is not tracked with an eye toward establishing 
self-learning processes. For many players, Excel remains at the core of critical 
processes that require high agility. The bottom line is that many OEMs and  
dealer groups are failing to exploit the kinds of difference-makers that have  
created powerful advantages for companies in other sectors.



Rebate 
steering

Inventory 
optimization and
demand planning

Micromarket 
intelligence

Which region to prioritize

What model to push

Which customers to target

Which competitor to fight

Segment the market to identify

Detect patterns in consumer 
demand and market dynamics

Select optimal inventory mix 
for each dealer

Optimize inventory levels to 
reduce carrying costs

Develop analytical model to derive 
dynamic elasticity per micromarket 
segment

Invest variable marketing in segments 
with highest ROI

Reduce ineffective rebates

xxx
xxx

xxx

xxx

Source: BCG analysis

Exhibit 1 | Three high-value advanced analytics use cases for automotive OEMs and dealer groups
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Getting the Most Out of AA

AA is a powerful lever, but it must be used skillfully to realize its full potential. 

In our study of more than 200 AA use cases within the automotive industry, we 
have seen successes as well as failures. One common characteristic of success 
is that value was delivered quickly because the correct conditions—including  
legality, technical feasibility, and stakeholder support—were in place to  
facilitate implementation.  
 

Three applications consistently scored well on these criteria and yielded high  
returns on investment—micromarket intelligence, inventory optimization and  
demand planning, and rebate steering. We have seen OEMs increase their  
bottom lines by more than 5% through the combination of these applications 
alone.  These use cases can also serve as lighthouse projects that enable  
companies to build out their AA capabilities and help fund the AA journey.

 
Micromarket intelligence. Creating detailed market intelligence requires the 
combination of internal sales-related information with accurate data on the  
external market—with an AA layer on top to match, clean, transform, and  
analyze the different sources of data. It becomes even more powerful when it  
includes innovative approaches in competitive and retail intelligence, such as 
measuring footfall and retail traffic across your dealer network and comparing it 
to local and national competition. Properly deployed in this manner, AA enables 
companies to gain detailed sales knowledge—down to the zip code level—of 
markets in which they compete. This knowledge allows companies to easily  
answer questions related to customer prioritization and product emphasis. 
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Micromarket intelligence can translate into major advantages. Sales teams will 
know more precisely which combinations of customers, geographies, car models, 
and prices are most likely to generate strong leads. Dealers and regional manag-
ers will gain the ability to identify dealer-specific opportunities, set more accurate 
targets, and ultimately convert more leads into sales. OEMs and dealer groups 
can deaverage target-setting and thereby increase the return on their marketing 
investments. (See Exhibit 2.) Having the right tools and input data in place to  
enable this degree of market intelligence can also inform other AA use cases, 
such as inventory optimization and demand planning. 
 
 
Inventory optimization and demand planning. To meet a wide range of  
consumer preferences and satisfy customers’ desire to take possession of their 
new cars right away, many OEMs and dealer groups carry inventories with a wide 
array of configurations. Inventory management decisions are often based on  
intuition or past sales under the false assumption that past sales represent  
the potential demand at that point in time. Such thinking tends to create self- 
fulfilling prophecies, with sales inevitably matching production, rather than  
production matching demand. 

Under these conditions, it is almost certain that inventory decisions will be  
suboptimal. The mismatch between vehicles sitting in dealer lots and true  
customer demand tends to result in a lose-lose situation for all: an abundance  
of slow-moving inventory, coupled with an insufficient supply of products in  
greatest demand. OEMs and dealers, therefore, often must aggressively discount 
in order to move low-demand products and miss opportunities for those that  
are in high demand. (See Exhibit 3.) 
 

Source: BCG analysis

Exhibit 2 | Micromarket intelligence enables a more precise view of customers

Analyzing data by postal code and dealer 
trade area can address these questions…

…benefiting a range of functions

Which region should we prioritize?

Who are our target customers?

Which vehicle models should we push?

Who are our key competitors?

Marketing agencies and internal marketing teams

Can conduct more targeted lead generation 
and micro-segmented marketing

Dealers and regional sales managers

Can better identify opportunities in order to 
set more realistic targets

OEMs and national sales companies

Can allocate targets and investments on a 
deaveraged and micromarket-specific basis
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By using AA to detect patterns in consumer demand and market dynamics, 
OEMs and dealers can gain an accurate sense of demand. This enables optimal 
inventory selection, lower carrying costs, less need for aggressive discounting,  
and speedier delivery to customers. For OEMs and dealer groups, the resulting  
financial gains can be substantial. 

 
Rebate steering. Variable marketing is becoming one of the biggest spending 
categories for automotive OEMs, by our analysis typically accounting for 8% to 
15% of revenues, or anywhere from $95 billion to $180 billion globally. Yet  
many companies have no consistent strategy for how they use rebates and  
other discounts.

Questions about where to spend (i.e., on which models or engine types), how to 
spend (i.e., on which promotions), how much to spend, when to spend, and whom 
to spend on (i.e., on which customer groups or sales channels) tend to be met  
by a wide assortment of responses, with little underlying consistency. Variable 
marketing decisions also tend to be made with limited understanding of how to  
differentiate among customer segments, causing companies to leave money on 
the table by giving discounts unnecessarily.

To use a hypothetical example, by pricing a certain sedan at $20,000, including 
incentives for all customers, the OEM may sell 1,000 units. Using AA, however, 
the OEM could set different prices for different segments. For customers that  
are not price-sensitive, it might ask the full sticker price of $21,000.  
 
 
 
 

Exhibit 3 | Conventional demand planning often relies on a series of false assumptions 

Source: BCG analysis

False assumption

Sales = Demand

Cars produced and sent 
to dealers based 

on forecasts

Dealers use 
discounts to sell 

all stock

Feedback not collected 
on inventory not 

offered

Cars produced and sent 
to dealers based 

on forecasts

Production does not
match true demand

Dealer stocks don’t  accurately 
reflect local demand

Discounts are higher
than necessary

Past sales inform future production,
providing a distorted picture

x
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The OEM would sell fewer units, but earn higher margins on those cars. In more 
price-sensitive segments it might market the car at a discounted $19,000. The  
reduced margins in this segment are outweighed by the uplift in demand gener-
ated from the additional discount, allowing the OEM to still earn more money as 
a result. In the end, this differentiated approach would result in higher profits.  
(See Exhibit 4.)

AA can also provide OEMs and dealer groups with a dramatically more granular 
view of price elasticities that can reduce unnecessary discounts.  Without AA  
they can generally predict how a discount of $250 versus a discount of $2,500 will 
affect sales in three or four vehicle segments, for example. But with the help of 
AA, companies can accurately determine consumers’ demand elasticities for 
hundreds of categories—down to the micro-segment—and at a far greater range 
of price points. This would help OEMs and dealer groups increase sales volumes 
by investing more in segments with high elasticities. AA can also help them  
reduce rebates on relatively inelastic segments, resulting in higher margins  
while maintaining comparable sales volume.

It must be noted that truly successful deployment of AA in these use cases  
cannot be accomplished entirely through machine learning and automation. 
Companies that get the most out of AA are bionic: they merge their technological 
and human capabilities to drive growth, innovation, efficiency, resilience, and 
competitive advantage. They will also use AA to access large amounts of data 
across functions to enhance value and collaborate across business units. In the 
future, bionic companies will find new and innovative use cases that capture  
as yet unknown opportunities for using data and making AA an important  
value driver.

Source: BCG analysis
Note: Elasticity refers to the sensitivity of sales volumes to rebates and other financial incentives.

Exhibit 4 | Rebate optimization enables OEMs to use incentives more effectively

Most OEMs don’t differentiate 
between customer segments 
within the same vehicle model

With AA, OEMs can optimize profits by 
using incentives to target different  
customer segments

Volume

Unit costUnit cost

Lower, discounted price 
aims to capture new customers

Undiscounted price targets 
inelastic customer segments21,000

20,000

19,000

$

Volume

Single Price 
(including incentives)20,000

$

Variable 
costs

Profit

xx

xx

Variable 
costs

Profit

Incremental profits
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Key Enablers of Success

In our observation, automotive OEMs and dealer groups that succeed with AA 
typically do the following: 

Emphasize the right data. Companies must have seamless access to data  
with the appropriate level of detail and history. For some players, obtaining such 
data will require overcoming internal silos and/or entering partnerships with 
third-party data providers. 

Prioritize investments based on value. We have seen companies apply AA  
to some interesting analytical challenges—but ones that were not clearly tied  
to value delivery. Winning companies target applications that are likely to  
deliver clear, measurable value. Besides the clear financial benefits, this helps  
ensure that AA continues to receive the necessary level of executive support  
and investment. 

Ensure scalable infrastructure. We have witnessed many analytical initiatives 
that have not yet been scaled and are instead stuck in the pilot stage. Often, 
that’s simply because companies lacked key infrastructure enablers, such as a 
modern cloud-based IT infrastructure with a comprehensive set of cloud services.  
Investments in IT and data infrastructure should start early and be prioritized by 
a pipeline of AA use cases, ensuring efficient spending of capital resources. 

Commit sufficient resources: Analytics projects require dedicated teams and 
sufficient financial resources in order to generate the expected impact. With the 
right resources, we usually experience an ROI of 30-80x on top use cases. Absent 
such resources, AA projects, no matter how promising, will never come to fruition.  

Ensure supportive leadership. Senior leadership must embrace and champion 
the value of AA by actively pushing projects from the top. This support and signal-
ing will ensure that AA projects continue to have access to sufficient resources 
and commitment from relevant teams across the organization. 

In our experience, it is necessary for all five enablers to be in place to ensure  
the success of AA. Doubling up on one or several to compensate for one that is 
missing is not a viable option.

We suggest that companies taking their first steps in implementing AA refrain 
from making a large-scale commitment to quickly build AA capacity. Rather,  
as a first step, they should identify, invest in, and execute a small number of  
end-to-end lighthouse projects. The goal of these projects is to prove to the  
organization and leadership that AA is a tangible and effective lever for  
improving commercial operations while at the same time seizing financial  
opportunities.  These projects will not only serve as catalysts to shift mindsets, 
but will also help identify areas that need incremental investments—such as  
deficiencies in data, infrastructure, and talent resources. 
 
 



Boston Consulting Group 9

In parallel with these projects, companies should discuss a future target operat-
ing and governance model to support the use of AA. This model should ensure 
that all roles required to run analytics are represented and coordinated, and that 
there is enough flexibility to accommodate new opportunities driven by a bionic 
company set-up. A “use case funnel” should be created because synergies can 
only be identified and exploited through a holistic view of the entire AA use case 
portfolio. Projects demonstrating clear financial impact and high implementation 
feasibility should be prioritized. 

The competitive challenges will only intensify as the industry transitions to  
electric and autonomous vehicles. In this environment, AA will be a powerful  
lever that can enable OEMs and dealer groups to make optimized, fact-based  
decisions based on a proliferating set of vital considerations, including  
profitability, residual values, customer loyalty, dealer profitability, and carbon 
emissions. Continuing to rely on antiquated decision rules and approaches is  
an increasingly risky and unjustifiable bet.
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