The question is: How much profit is being left on the
table because we have an overabundance of products and
not enough time in which to show the benefits, address cus-
tomer concerns and do a good job in closing the customer?

Today’s F&I practitioner must be able to convert the
customer to dealership financing, and sell the value of
protecting the payment and the customer’s investment
with payment protection. They then must show the cus-
tomer that because they are likely to keep the vehicle for
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Itreallyis no wonder that we have a group of highly frus-
trated professionals whose effectiveness in the “big three”
(credit life, disability and service contracts) has waned in
the last decade. Nationally, the penetration numbers on
credit insurance reflect less than 15 percent customer ac-
ceptance. This is in a society where nearly 50 million Amer-
icans have no health insurance and 62 percent of all Ameri-
cans and 45 percent of all households (104 million people)
have no life insurance (source: Bank Insurance Marketing).

In the old days, when vehicles were less complicated and
your brother-in-law could tear a vehicle down and rebuild
it, we were expected to have at least 40 percent penetration
on service contracts, and we did. Today’s vehicles have
more technology than the Apollo 13 spacecratft, yet we ac-
cept 23.3 percent service contract penetration. By the way,
that number is actually up from last year.

Because dealers are hungry for the profitability that
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the F&I department provides, they are overloading the
F&I department with too many products, rushing the
F&I delivery process, and not providing enough training

longer than most factory warranty periods, they need a
service agreement. Because customers today are likely to
be in a negative equity position and don’t want to putany
money down, we have to share with the customer that
they have a need to protect their investment with GAP
protection. If we are lucky, we can then wrap up our pre-
sentation with aftermarket accessories like a window-
etching program, a theft deterrent program, or an envi-
ronmental package (formerly known as “rust and dust”).

to make the F&I professional most effective.

Many F&I departments are now resorting to menu sell-
Ing to try to make sure that they are offering 100 percent of
their products to 100 percent of their customers 100 per-
cent of the time. Menu selling can be an effective sales tech-
nique if the F&I manager is fully trained on how to present
the menu, and address customer concerns or objections. H

Fogel is a veteran independent FerI consultant and
trainer. She can be reached via e-mail at
kingfahd@email msn.com.

HOW TO MAXIMIZE F&I PENETRATION

As a dealer what can you do to increase business office profit?

e First, emphasize with your general manager, sales
manager and finance manager that you are fully
committed to the profitability of the dealership, and F&i
is the mostimportant part of that in today’s market.

* Second, stress that F&I cannot be rushed through
the sale of its products. Legal disclosure and the sale
of products are critical to your success and they take
more than 10 minutes!

* Third, set guidelines for your F&I department. The
benchmarks in the F& Management and Technology
2003 Buyer’s Guide are a good place to start.

If your F&I department is not hitting at least those tar-
gets, you may have a bigger issue within your dealership.
Management may be quoting payments at unattainable
tiers, sales personnel may be advising customers not to
buy F& products, or you may not have enough F&l peo-
ple to handle your volume.

e Fourth, keep F&I and aftermarket sales separate.
Your F&l people should be selling dealership financing,
credit insurance, service contracts, and GAP

These products all impact the financial part of your
customer’s transaction. If your sales team is not able to
sell aftermarket products effectively, invest in an after-
market specialist. Let them sell environmental packages,
theft deterrent systems, accessories and the like. The
worst that can happen is that you maximize the prof-
itability in two departments.

e Finally, your F&I people may not see the value in
offering all of the products to all of their customers.
They may be guilty of adverse selection.

Find the best training session available, and invest
in your products and your most valuable resource —
your personnel. It will affect your bottom line in a
positive way.
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