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Global automotive industry development

Dear friends and business partners,

CEOs in every industry are currently redefining the way they go to the market, as they wrestle with a volatile global economy and the
problems in the euro zone. For automotive CEOs, the challenges are particularly acute. As a result, they must be able to accommodate
local preferences and requirements and react rapidly to changing local conditions and regulations. It is a tough job that requires
collaboration across the whole supply chain and entails striking a very careful balance. Automotive CEOs have to think globally, when
it comes to strategy, branding, products and platforms. At the same time, they have to let the different divisions of the business act
locally in tailoring needs for different markets. 

How will all these things get done? Attracting and keeping the right talent is the first and, arguably, the most important step. Skilled
production workers and high-potential middle managers (especially the skilled engineers who are so critical to innovation) are in high
demand.

As 2012 starts, the outlook is more uncertain than ever. According to the Global CEO Survey 2012 conducted by PwC, just 21% of
automotive CEOs believe the global economy will improve over the next 12 months. Approximately 80% of automotive CEOs are
worried about the prospect of volatile economic growth, and 76% are concerned about the lack of stability in the capital markets. So it
is hardly surprising that automotive CEOs are feeling less optimistic than they were last year.

Western Europe is traditionally an automotive stronghold, so concerns about the impact
of the sovereign debt crisis on demand for new vehicles are weighing heavily.
Approximately 57% of surveyed automotive CEOs say their companies have been directly
affected by the crisis. They are also worried about the future of the currency itself. That
said, the news isn’t all bad. The effect of the sovereign debt crisis has been less severe
than expected so far. Demand in the five most embattled countries is weak and falling,
but elsewhere sales have proved durable, with even strong growth in a few countries.

Automotive companies are keeping up with the pressure on costs by becoming more
efficient. More than four-fifths of automotive CEOs say they have implemented a cost-
reduction over the past 12 months. Nearly as many (69%) plan to cut costs further in the
next 12 months which does not necessarily mean reducing the headcount.

So how does this all affect the Slovak car dealers? And what are their particular
expectations and challenges?

We have undertaken this survey to find out how these global trends compare to our local
Slovak car market, and the results give a good overview what the landscape is about.

Jens Hörning
Automotive Industry Leader

PwC Slovakia



4 Car Dealers Survey, 2012

Overall, the statistic key indicators of the Slovak economy 2011 are
not necessarily consistent. In 2011, the GDP grew by 3.1%.
However, the 2011 inflation rate reached 4%, and the
unemployment rate grew to 14%, average real wages and salaries
decreased by 1.4%, which all contributed to a decrease of
household consumption of 0.5% compared to prior year.

In this environment and considering the impacts and threats
resulting from the European debt crisis, the forecasts for 2012 and
going forward indicate a rather conservative behaviour of
consumers. This is mainly relevant in the area of mid-term and
long-term investments, such as car purchases. 

The 2011 new car registrations in Slovakia amounted to 68 203
cars. This represents a 6.5% growth compared to 2010 and a
turnaround after the drop of 14% in 2010 and reflects positive
economical expectations of car buyers in 2011. However, the
market is still some 9% below the record year 2009 (74 ths cars)
affected mainly by the scrappage schemes. On the other hand,
reimports had a positive effect on the 2011 figures. The 2011 new
car sales growth in Slovakia exceeded the results of our neighbour
countries – Czech Republic and Hungary grew by 2.4% and 3.7%,
respectively, whilst Poland dropped by 12%. 

Compared to the decreasing trend of new car registrations in the
EU27 countries in the last 5 years (cumulative decrease of 15.5%),
Slovakia recorded a growth in each of the last 5 years except for
2010 (cumulative increase of 14.2%).

The 2011 sales of new cars in Slovakia were also affected by imports
of used cars of nearly 50% of total car registrations which is
comparable to prior year and slightly above the import rate in the
Czech Republic. 

The 2012 car sales will depend on the Slovak macroeconomic
development, including employment growth and real wage changes
as well as expected governmental cost cutting and tax and social
reforms. This might result in a decrease of overall new car sales and
an increasing trend of imports of used cars. So far, however, the
monthly car registrations in 2012 exceed the registration 
of January – March 2011. 

So there is an expectation that the Slovak car market will stay
volatile and this unpredictability is significantly affecting the Slovak
car dealers and the dealer network as a whole.

2010/2011 2009/2010

Slovakia +6.5% -14.3%

Czech Republic +2.4% +4.7%

Hungary +3.7% -25.1%

Poland -12.2% +4.1%

EU -1.7% -5.5%

Source: ACEA - European Automobile Manufacturers' Association 

Although the volume of new car sales increased in 2011 and early
2012, the tough competition, low margins and continuous import
of used cars made financial results being unchanged or becoming
worse for the majority of dealers. However, dealers are optimistic
and consider the car dealer business offering positive perspectives
in long-term, still with possible negative trends in near future. The
positive expectations were received from large dealers, who are
running business for many years and have already implemented
efficiency programs in their sales area.

The market gets consolidated, the number of new dealers entering
the market decreases. Dealers aim to provide more services
including sale of used cars and consider multi-branding. Cost
reduction is a general response to the economic environment,
primarily focused on marketing costs as well as on staff costs. An
overall feedback from dealers is the call for improved cooperation
with car importers in areas such as price policy and marketing
support.

Key survey findings

“There are many ways and opportunities for making
a business grow. Some entrepreneurs simply rely on the effects
from changes in the economic environment, such as tax and
social reforms, and expected increasing purchase power of
customers. However, a lot of opportunities derive from the
business itself. Besides the general focus on cost, companies

might consider potential process
improvements, enhancing
customer relationships, working
capital management, talent
management and retention of
staff. These factors will influence
the future success of the companies
and will decide on the competetive
advantage.” 

Peter Mrnka 
Automotive Industry Specialist 

PwC Slovakia 

The Slovak economy and car sales statistics

The table below shows the annual change in registrations of new
passenger cars by country:



5Car Dealers Survey, 2012

Our survey covered participants from all regions of Slovakia with
the majority of participants located in the Bratislava and Žilina
areas. Almost 80% of dealer stores are directly managed by the
owners. This corresponds with one or two showrooms run similar
to a family business model which is quite common for this retail
market. Comparing to our past survey in 2008, there was no major
shift in the ownership and management structure of dealers.

There is a trend from one-brand to multi-brand sales strategy
(55%:45%) which is supported by an exclusive agreement with
one or two importers.

As to the spectrum of services, all dealers in this survey provide
sale of new cars, repair and tyre services and financing assistance.
More than half of the dealers add further services, e.g.  sale of
used cars (62%) or car rental (64%).

The market appears to be saturated with an almost constant
number of players over the last 4 – 5 years. We noted only 5%
of dealers who set up their business in the last 5 years which is far
below the 2008 response with some 19% of businesses being
younger than 5 years at that time. Businesses that started in the
last 5 years are located in smaller cities outside the Bratislava
region whereas opportunities for new entrants in Bratislava are
very limited due to a mature market. Almost 70% of dealers have
run their business for more than 11 years and almost 50% for
more than 16 years.

Business ownership and the day-to-day management of the car
shop raises questions about succession planning. Only few owners
deal with this issue now. However, some 27% of car dealers
consider this to be an important agenda in the near future, and for
the majority of dealers, a succession planning does not represent
a major problem in mid-term. The experience in the neighbour
countries shows that a generation change appears in waves. In
Slovakia, such succession plans may come soon with the first
change of the business owners after 1989.

Košice region

Prešov region

Žilina region

Banská Bystrica region

Trenčín region

Nitra region

Trnava region

Bratislava region

Family business 
– 78.5%

Management 
are not owners 
of the business 
– 9.5%

Other 
– 12%

9.52%

19.05%

23.81%

14.29%

9.52%

16.67%

9.52%

28.57%

Chart 1: Please specify the location of your showrooms.

Chart 2: Please specify the form of dealership management.

More than 
16 years 
– 47.62%

Less than 
5 years – 4.76%

From 6 to 10
years – 23.81%

From 11 to 15
years – 23.81%

Chart 3: In what year did the dealership you own/work for start operating?

Basic features of survey participants

Analysis of survey results

78.5%

9.5%

12%

23.81%

47.62%

4.76%

23.81%

0%           5%          10%          15%         20%          25%        30%
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48% of the dealers concluded that the 2011 economic conditions
were worse than in 2010 and another 14% of dealers view the
situation as unchanged compared to the year 2010. Such
assessment of 2011 financial results despite an overall increase of
new car sales in Slovakia (6.5%) leads to two possible conclusions:
a) the growth in sales volume was offset with an even higher
decrease in margins and / or b) the 2011 results were significantly
different between individual brands and dealers. 

Dealers who achieved slightly or significantly worse financial
results in 2011 also have on average the following characteristics:

– ran their business for 6 – 15 years, 
– own 1 or 2 stores, 
– cut costs primarily for marketing and advertisement 
– employ less than 20 staff 
– expect 2012 sales comparable to 2011

1 showroom

2 showrooms

More than 
2 showrooms

Chart 4: How many showrooms do you own/operate?

26.19%

21.43%

52.38%

Chart 5: What was your showroom's financial situation in 2011 compared
with the previous year?

7.14%

28.57%

14.29%33.33%

14.29%

2.38%

Economic results

There is an increasing number of dealers who operate more than 2
stores (26%). Although, the majority of dealers still run one store.
We expect that the market will consolidate in various forms –
takeovers, reduction of loss making locations, going multi-
branding or changing the brands.

In 2011, more than 60% of dealers sold new and used cars in their
stores and another 20% of dealers considered to start selling used
cars as an extension of their current services to customers.

Much better 
– 7.14%

Slightly better 
– 28.57%

Unchanged 
– 14.29%

Slightly worse 
– 33.33%

Much worse 
– 14.29%

Hard to say 
– 2.38%

Chart 7: If you have cut costs at your dealership, which of the following
areas has been affected?

25.64%

12.82%

7.69%43.59%

10.26%

No cost cuts 
were necessary 
– 25.64%

Employee 
lay-offs 
– 12.82%

Salary reductions 
due to reduced 
working hours per
employee – 7.69%

Reduction in
advertising costs 

– 43.59%

Other: reducing tighting funds, reducing
overheads, review of services, etc. – 10.26%

Closing down certain
dealerships – 0%

52.38%

54.76%

30.95%

28.57%

Chart 6: What is the primary reason for the worsening of your financial
position?

0%          10%         20%         30%          40%          50%        60%

0%                           20%                         40%                         60%

Car sales 
have dropped

Lower margins

Higher costs

Changes in financial
regulations (loan-

making restrictions)
The financial position 

did not worsen

Other

The majority of dealers commented that the main reasons for
a worsened 2011 financial position when compared to 2010
include lower margins, decreased volume of sold cars and
an increase of costs.

Dealers have managed their costs primarily by cutting of
marketing and advertisement expense. Approximately one fourth
of dealers did not perform any cost cutting program in 2011. Staff
reduction was more often seen as a measure by those dealers
whose financial performance improved in 2011 compared to 2010.
None of the dealers mentioned other potential sources for
managing the financial results such as process improvements,
customer relationships, inventory and working capital
management, etc.
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Sale of new cars and maintenance services represent the most
significant categories of dealers’ revenues. On average more than
45% of all dealers claim that maintenance and repair services
represent more than 40% of their revenues, 32.4% claim that the
main revenue stream is the sale of new cars to individuals and

17.6% say it’s car fleet sales. Although almost 62% of dealers also
sell used cars, more than three fourths of them say that this sale
only represents up to 10% of their revenue. All of the dealers
offering maintenance services use original spare parts, whereas
only 28% also use spare parts from third party manufacturers. 

2011 car sales consolidated and show moderate improvement 

Although there has been a 6.5% increase in new passenger car registrations in 2011 compared to 2010, it has not been evenly spread
amongst the dealers. Only 14.3% of all dealers have recorded an increase in car sales of more than 10%. 59.5% of dealers have either kept
the sales volumes of 2010 or slightly improved. Sales of 40.5% of dealers have decreased, out of which 16.7% by more than 10%. The most
significant increase was noted in the Žilina and Košice region. The decline mainly occurred in the Bratislava and Nitra regions.   

Car service and maintenance revenue exceeds new car sales revenue 

Chart 9: What share of your revenues did the following items constitute in 2011?

5.71                22.86                       25.71                              22.86                              22.86

77.78                                                                      22.22

17.65                      17.65                              32.35                             14.71       5.88      11.76

8.11      8.11                       32.43                                   18.92             8.11                  24.32

Maintenance services

Sales of used cars

Fleet sales of new cars

Retail sales of new cars

up to 10%

11 – 20%

21 – 30%

31 – 40%

41 – 50%

more than 50%

Dealers who achieved slightly or significantly better financial
results in 2011 also have on average the following characteristics:

– ran their business more than 16 years, 
– sell both new and used cars, 
– employ more than 60 staff 
– expect some sales growth in 2012
– perform a satisfaction survey of their customers

The key success factor of these dealers was primarily increased
efficiency in the sales area. Higher sales volumes or better margins
were obviously further success factors. We have noted there was
no correlation of the 2011 successful financial results of a dealer
and the car brand or the store location – in each of 8 Slovakia’s
regions and 20 different brands this conclusion was consistent.

Chart 8: What is the primary reason for improving your financial position?

7.14%

21.43%

26.19%

2.38%

38.10%

21.43%

0%       5%      10%      15%     20%      25%    30%      35%     40%

Increased demand

Increased margins

Better availability 
of loans

Improved activities 
of showrooms 

It has not improved

Other
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The possibilities of car financing have expanded compared to prior
years, however, still the most preferred way is cash purchases,
63.2% of dealers claim this form represents more than 40% of their
car sales. Leasing and credit purchases (loan) are preferred by
approximately one third of customers, leasing being the more
popular, although not used to finance the whole purchase price – all

customers pay at least 20% of purchase price in cash and 58.5% pay
between 30 – 50% in cash. A major part of dealers that use leasing
and credit purchase options cooperate with several financial
institutions, whereas only 21.4% are bound with only one financial
institution. 

Although financing possibilities broaden, cash purchase is still the most preferred financing option

Chart 10: What portion of your 2011 sales revenue came from sales financed by the below forms?

85.71                                                                      7.14    7.14

11.11                      27.78                                              41.67                                  11.11   2.78 5.56

17.65                           26.47                                    35.29                            5.88   8.82    5.88

2.63  10.53         13.16           10.53                  28.95                                                34.21

Long-term rental

Leasing 

Purchases on loan

Cash purchases

up to 10%

11 – 20%

21 – 30%

31 – 40%

41 – 50%

more than 50%

The top two profit generators are margin on sale of new cars and
margin on maintenance and repair services, which both represent
one third of dealers’ profits. Margin on maintenance and repair
services represents the majority of dealers’ profits, 45.7% of them
say it is more than 40%, more than one third says it is actually more
than half of their profit. Shares of new car sales margins on profit

are similar but slightly below maintenance and repair margin
figures. It is interesting to note, that leasing fees and financing
commissions represent almost 10% of dealers’ profit, which is on
top of the margins applied. Increasing the number of financing
options can therefore have a direct positive impact on profitability. 

Dealers’ profit structure shows no surprise compared to revenue split – car service, maintenance 
and new car sales lead the list

Chart 11: Which of the following sources are the most important in the profit generating activity of your dealership?

5.71                 25.71                             22.86                     11.43                           34.29

71.43                                                                   19.05          4.76 4.76

70.97                                                                12.9             12.9      3.23

37.5                                                     37.5                                 12.5       4.17    8.33

5.26             18.42                  18.42                     18.42               10.53                           28.95

Margin on repair
services

Leasing fee

Financing comission 
(for loans intermediation)

Commission from car
sales

Margin on cars sold

up to 10%

11 – 20%

21 – 30%

31 – 40%

41 – 50%

more than 50%
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Three quarters of all dealers offer the possibility of extended
warranty or post warranty service options to support and boost car
sales. These activities bring value to both, customers and dealers,
considering that revenue from maintenance services represent
a significant part of dealers’ revenues. On average, dealers offer at
least three additional options to enhance their sales. 

The average price of cars sold in Slovakia is in the segment of 10 to
20 ths EUR. With the share of 20.12% Škoda is the market leader,
followed by Volkswagen (8.96%), Kia (7.21%), Renault (6.44%),
Peugeot (5.89%) and Hyundai (5.24%). The most popular models
sold are Skoda Fabia and Octavia, VW Golf Passat, Kia cee’d,
Sportage and Venga, Renault Thalia and Fluence, Hyundai i30. 

Sales are heavily supported by additional incentive programs, extended warranty has become the most
popular one

Eight out of ten Slovak customers buy lower middle class cars
Škoda is still the market leader

Chart 12: What kind of purchase incentive programmes do you use?

Possibility of extended
warranty

Opportunity for car replace-
ment after a certain period

Special financial discounts

Re-purchasing vehicles

Low interest loans

Post warranty service

Other

78.57%

23.81%

38.10%

50.00%

30.95%

0%             20%           40%              60%           80%

73.81%

EUR 20 – 30
thousand
– 12.2%

EUR 30 – 50
thousand 
– 4.88%

more than EUR 50 thousand
– 4.88%

up to EUR 
10 thousand – 0%

EUR 10 – 20
thousand
– 78.05%

Chart 13: Indicate the average price level of cars you sell. 

78.05%

12.2%

4.88%
4.88%

Over one quarter of dealers employ less than 10 employees and the
same share of dealers employ more than 50 employees – which is
worth noticing since the majority of dealers are family owned
businesses. The remaining dealers employ between 10 – 40
employees. Compared to 2010, 31.7% of dealers were forced to
decrease the number of employees, 61% kept employment on the
same level and 7.3% increased the number of employees. 

More than two thirds of dealers (70%) have sufficient number of
qualified staff, 27.5% claim having difficulties finding sufficient
qualified employees – most of these dealers are located in the
Bratislava, Trnava and Nitra regions. There appears to be no such
issues at dealers in the Košice or Trenčín regions.

Most of the dealers (73.8%) motivate sales staff by providing
commissions from each sold car, or by bonus which is provided at
the end of the year (40.5%). Only 14.3% of dealers do not
consider bonus schemes being part of the remuneration process. 

Majority of dealers managed to sustain or increase number of staff compared to prior year

31 – 40 – 4.88%

41 – 50 – 0%

21 – 30 – 17.07%

More than 50 – 26.83% up to 10 – 26.83%

11 – 20 – 24.39%

Chart 14: How many people do you employ in your showrooms?

26.83%

24.39%17.07%

4.88%

26.83%
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Despite the fact that 62% of dealers have responded that their
financial position compared to 2010 remained unchanged or
worsened, most of them (65%) consider the car dealer business to
be a business with positive perspectives in long-term, although
35% of dealers said that future prospects show worsening trend.
22.5% of dealers do not see the long-term perspective in the car
dealer business, however, expect improvement in the future
mainly as a result of car sales consolidation and resulting revenue
increase. There was no pattern or correlation noted between the
responses of dealers and the location of their dealerships or car
brands sold. 

Facing difficult times, dealers are still positive about the long-term perspective of car dealer business

No, but I expect
improvement in the
future – 22.5%

I don't know – 7.5%

Yes – 30%

No – 5%

Yes, but I expect
worsening in the
future – 35%

Chart 15: Is car dealer business a perspective business in a long-term?

30%

5%

35%

22.5%

7.5%

Almost half of dealers (46.3%) see 2012 sales slightly increasing,
which is a positive sign. Another 41.5% expect that 2012 sales will
drop, 4.9% expect a significant decrease. The most optimistic
expectations are noted with dealers from the Žilina and Trnava
regions. Expectations of revenue decline have been mostly noted
in the Bratislava, Nitra and Trenčín regions. 

11.9% of dealers definitely plan to extend the portfolio of car
brands offered in their dealerships, whereas 23.8% are
considering to extend the portfolio. On the other hand, almost
55% of dealers are either not considering or definitely not
planning the extension. The remaining 9.5% are not yet certain
and are awaiting the crystallization of the recent economic
development and political changes in Slovakia. 

Outlooks for 2012 car sales are optimistic, one third of dealers even plan to extend the portfolio of brands
and services provided

Chart 16: What is your expectation regarding revenue development in 2012? 

Significant decline

Slight decline

Same level

Slight growth

Significant growth

4.88%

36.59%

12.2%

46.34%

0%

0%              10%               20%              30%              40%             50%

The majority of the 2011 new passenger car registrations were
small or low middle class cars, representing 17 476 and 22 147
new car registrations respectively out of a total of 68 203
registrations. The fact that price of a car (and fuel consumption
considered as secondary financial factor) is the major decisive
factor is no surprise. The additional factors are design and car
brand having the same weight of approximately 40% and
additional services which are considered important by one third of
all the customers. 

Although price is considered important, only about 40% of all
customers on average buy cars with no additional items of
equipment and gear features. 

Whilst customers consider variety of factors, car price has still the highest weight when considering car
purchase

What factors do dealers consider to have the strongest impact on their dealerhips?

Two thirds (65.8%) of all dealers feel that the import of used cars from abroad has the main impact on their business, which is most likely
negative. Other answers included various factors comprising significant price pressures, high competition between car dealers within the
same car brand, internet sales of spare parts and oils, “no name” car service providers, euro instability, political instability, changes in
legislation. 

Chart 17: Which factors do you consider to be the key for clients when
considering a car purchase?

Aditional services

Fuel consumption

Engine power

Design

Make (brand)

Car price

33.33%

52.38%

9.52%

97.62%

42.86%

40.48%

0%              20%               40%              60%              80%             100%
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What legislation and economic changes could improve or worsen the situation in car
dealer industry? 

The dealers believe that the key specific changes that may improve their business situation include re-introduction
of the scrappage schemes, limits for import of used cars and programs to support alternative power solutions or
low emission cars. Reduction of unemployment rate, decrease (or no increase) of income and VAT tax rates would
be positive macroeconomic impacts for the market.

On the other hand, there are primarily global and macroeconomic factors that may contribute to worsening of the
dealers’ current situation, such as increasing fuel prices, continuing economic crisis and eurozone debt issues, but
also Slovak tax and custom charges and increasing unemployment.

What can car importers do for car dealers to improve their situation and support the car
sales in the future?

There were three major areas where importers can significantly support car dealers to improve their business
performance:

– maintain fixed margins on car sales and raise the margins in sales with low profitability; 

– reduction of required volumes of cars in showrooms and more favourable financing of such car inventory and

– increase countrywide or regional marketing activities and advertisment with focus on new models and cars on
stock, better respond to car sales statistics.
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