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KEYS TO TOP

INDEPENDENT DEALER

PERFORMANCE

INTRODUCTION
Thanks for downloading this ebook! We created it to help independent
dealers perform better in today’s tough used vehicle market.
The ebook covers best practices top-performing independent dealers
use to combat margin compression, minimize aged inventory and
retail more vehicles faster to maximize total profitability.
We know growing margin compression is making it hard out there. These
days, independent dealers sell an average of just one car a day, and they
make less on each one. There’s less room for error than ever before.
If you’re feeling the pressure, read on to learn how the top-performing independent
dealers have overcome today’s challenges and how you can do the same.

Best,
Randy Kobat
Senior Vice President
vAuto & HomeNet
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STEAL FROM
SUCCESSFUL
DEALERS.
You’ve probably heard the famous Pablo Picasso quote, “Good artists
copy; great artists steal.” Business icons such as Steve Jobs have used it
to describe best practices in innovation.
The idea of looking to others to inspire your own thought process is
especially relevant for independent dealers because performance varies

66

%

NO CHANGE
OR DOING
WORSE

34%

DOING
BETTER

widely from one dealership to the next. There’s a lot to learn from each
other. About one-third of independent dealers report their business has
improved in the past year. Their success comes from both their desire to
grow and key operational improvements they’ve made to drive greater
sales efficiency, profitability and volume.
This ebook examines the specifics of these process improvements at
each stage in a used vehicle’s life cycle. Read on, and steal away!

INDEPENDENT DEALER
PERFORMANCE TRENDS
IN THE PAST YEAR*
* vAuto market research
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SOURCING

YOUR INVENTORY
The first stage in the used vehicle’s life cycle sets the tone for the rest, and it’s
often a struggle. Independent dealers complain about not being able to find
inventory or get it at the price they need. Some just scratch their heads at the
over-bidding and leave the auction feeling unsure about the cars they bought,
if any. But the top performers take a more proactive, successful approach to
getting cars. The approach revolves around three key tactics.

5

1 // SOURCING YOUR INVENTORY

ASSESS EVERY CAR.
Top-performing independent dealers don’t just buy cars that strike their
fancy. They make a data-focused, granular assessment of each potential
investment. Here’s what they consider:

VEHICLE
FINANCIALS

MARKET
DAYS SUPPLY

INVESTMENT
VALUE

Compare the costs of acquiring a

Does the vehicle’s Market Days

If you have to give up a little

vehicle to its likely retail asking price.

Supply suggest it will move

gross to acquire the vehicle, does

Does the difference — called the Cost

fast, or languish on your lot?

it still make sense to invest in it?

to Market — leave enough room for
you to make your gross?

Top-performing independent dealers get instant answers to these
questions through their appraising and inventory management tools.
These tools help dealers affirm their own intuition about a specific vehicle
and make better auction / trade-in purchase decisions.
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1 // SOURCING YOUR INVENTORY

EXPAND
YOUR REACH.
NIADA’s 2017 Used Car Industry Report shows a not-so-surprising trend: On average,
independent dealers attend more auctions today than two years ago. The percentage
of dealers who attend one to four auctions a month increased 3 percent between
2015 and 2016, and the number who attend eight or more auctions a month
increased by 4 percent in the same period.
These findings fit vAuto’s market research, which shows that independent dealers
attend about eight auctions a month, on average. Further, it found independent
dealers source more inventory from physical auctions than online auctions.
Interestingly, for top-performing dealers, the ratio is reversed.
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AUCTIONS

PER MONTH ATTENDED BY
INDEPENDENT DEALERS

55%

PHYSICAL
AUCTIONS

45%

ONLINE
AUCTIONS

Inventory sources for
independent dealers

These trends reflect an important sourcing reality in today’s market: The

55%

competition’s pretty keen for wholesale inventory. If you only attend a few local
auctions, you probably won’t find the vehicles that represent the best retail
investment for your dealership and local market. It’s time to expand your reach.

ONLINE
AUCTIONS

INVENTORY SOURCES
FOR TOP-PERFORMING
INDEPENDENT DEALERS

45%

PHYSICAL
AUCTIONS
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1 // SOURCING YOUR INVENTORY

SOURCE MORE
IN LESS TIME.

30%

LESS TIME

Top-performing dealers also spend less time to acquire more vehicles
at a greater number of auctions than their peers, thanks to the
efficiencies of sourcing technology and tools.
The vAuto research shows independent dealers spend an average of
about 23 hours a week researching vehicles and prepping for auctions.
Top-performing dealers, meanwhile, spend about 30 percent less time

23

HRS / WK

16.1

HRS / WK

TIME SPENT RESEARCHING
AND PREPPING FOR AUCTION

on these tasks — an efficiency improvement that helps them focus a
greater share of attention and time on in-store responsibilities, like
working deals and appraising potential trade-ins.
This sourcing efficiency improvement is at least part of the reason topperforming independent dealers source more vehicles at auction.

15%

20%

USED VEHICLES SOURCED AT AUCTION

Independent dealers

Top-performing
independent dealers
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2

MERCHANDISING
YOUR INVENTORY

You’ve probably heard the expression that if a car’s not online, it’s not for sale. But
these days, top-performing independent dealers say if a car’s not online fast, it’s
hurting your profit potential. Top-performing dealers have achieved a higher level of
merchandising efficiency — a strategic imperative that can help your dealership.
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2 // MERCHANDISING YOUR INVENTORY

POST
ONLINE
SOONER.
Cox Automotive stats suggest it can take franchise and
independent dealers as much as seven to 10 days to get vehicles
from the auction to the web. Meanwhile, top-performing dealers
get the job done in a matter of hours, not days. That’s because
these dealers truly understand the “time is money” reality of used
vehicle retailing, and they use tools and processes that allow them
to post inventory online faster than their peers.

7–10
DAYS

<1
DAY

TIME BETWEEN AUCTION
AND ONLINE POSTING

Independent dealers

Top-performing
independent dealers
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2 // MERCHANDISING YOUR INVENTORY

PROTECT YOUR
GROSS PROFIT.

HOLDING COST
PER CAR
$300–$400

Some independent dealers may think a higher time-to-market average
doesn’t make much difference. But consider this: Every day you hold
onto a vehicle costs $30 to $40. If it takes you 10 days to get a vehicle
online, you’ve effectively cut your gross profit by $300 to $400.
To be sure, some independent dealers want to make sure every vehicle
is “just right” before they put it on their websites and third-party outlets.
There’s nothing wrong with this point of view, provided you’re doing

$30–$40

1

DAY

10

DAYS

everything you can to make the cars “just right” in the least amount of
time possible.
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PRICING

YOUR INVENTORY
Smart pricing is critical to your success, especially because today’s
market is price-transparent. Today’s customers know how much they
should pay for a vehicle — which is often far different from what you
want them to pay. As top-performing dealers understand, the right price
drives buyer interest and showroom traffic.
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3 // PRICING YOUR INVENTORY

BASE YOUR
PRICES ON
YOUR MARKET.
In the franchise dealer world, the days of applying a standard
$3,000 to $5,000 markup to every used vehicle are long gone.
Now dealers use market-focused pricing, in which they evaluate
pricing on competing vehicles when determining an initial asking
price. The same is true for top-performing independent dealers.
Each vehicle — and its markup — stands on its own.
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3 // PRICING YOUR INVENTORY

ADJUST PRICES
BASED ON
BUYER INTEREST.
Today’s dealers have also abandoned the “set it and forget it” pricing method, in
which they only revisit a price after a prescribed period of days. Now, top-performing
independent dealers frequently check if their asking prices align with buyer
expectations, and make adjustments as needed.

3 KEY METRICS TO
GAUGE BUYER INTEREST
Top-performing dealers pay careful attention
to buyer cues as they make pricing decisions.
Three metrics guide these decisions:
1 // SRP / VDP ACTIVITY
These tallies indicate if buyers are clicking on your
cars, and whether their interest is rising or falling.

Technology and tools play a key role in these pricing adjustments. With the right tools,

2 // MARKET DAYS SUPPLY

top-performing independent dealers know if a particular vehicle is gaining or losing

Is it moving up or down? If the former, the
car faces more price competition.

interest from potential buyers. They also know if they’ve got a customer who’s recently
expressed interest in a particular vehicle. They can then adjust their prices accordingly
to entice the buyer interest and maximize profit.

3 // VDP ENGAGEMENT
When buyers click on a VDP for directions,
to fill out a form or use an app, there’s a
better chance the vehicle will sell soon.
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4

RETAILING

YOUR INVENTORY
The most important part of the retail process is keeping your
customer happy enough to complete the sale — and hopefully come
back again in the future. Top-performing dealers focus on a few key
principles to deliver a customer-satisfying sales experience.
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4 // RETAILING YOUR INVENTORY

OPTIMIZE THE
CUSTOMER EXPERIENCE.
Your customers want the same kind of experience you do whenever you’re making a purchase. Be sure you:

UNDERSTAND
THE CUSTOMER.

MEET EXPECTATIONS —
OR EXCEED THEM.

Listen to why the customer likes

MAKE THE
PROCESS FAST
AND EASY.

the vehicle, and how it fits their

Don’t make your customers

get what they expect, especially

lifestyle. If they shared any of this

stand in line or wait too long

in terms of pricing and the

information prior to visiting in

for answers or decisions. If

parameters of the purchase. The

person, take the time to review it

the purchasing process began

only surprises should be something

and prove to the customer that you

online, the in-store pickup

nice you throw in to make the

paid attention and care.

should be quick.

whole experience even better.

The customer should always

Top-performing independent dealers work diligently to optimize the
customer experience by engaging potential customers earlier, completing
deals faster and keeping the purchase experience transparent.
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4 // RETAILING YOUR INVENTORY

MEET CUSTOMER
EXPECTATIONS
WITH TECHNOLOGY.
Top-performing independent dealers use technology and tools to more
efficiently engage customers on their terms, using the platform they
prefer — chat, email, phone or text.
Such efforts fall right in line with findings from Cox Automotive’s 2018
Future of Digital Retail Study. The study shows most consumers want to
perform at least one of the purchase steps online, such as researching
a trade-in or making a deposit. Independent dealers who adopt these
technologies are more likely to have happy customers.

57
%
85

%

Consumers who want to
perform purchase activities
digitally at the dealership

Consumers who are more
likely to buy from a dealership
with at least a partially
online purchase process
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CONCLUSION
Optimizing each stage of the used car life cycle is vital to
your dealership’s profitability. Offering the right car at the
right price in the most efficient way possible can make all
the difference for your bottom line. So, take these cues
from top-performing independent dealers to improve the
performance and profitability of your dealership.
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About Randy Kobat
Randy Kobat is the senior vice president of vAuto & HomeNet. In this role, Randy
oversees all aspects of vAuto and HomeNet Automotive operations and performance
to meet their respective goals for growth, product development and integration,
and customer and employee satisfaction. Randy brings a unique blend of executive
leadership expertise to vAuto that includes long-term planning, marketing, mergers
and acquisitions, operations, sales management, and strategy development.
Prior to vAuto, Randy successfully held a variety of top-level leadership positions
for automotive-related companies, including Service Repair Solutions Inc., Trilogy
Enterprises and CDK. Randy has also served as a business leadership lecturer for the
Smeal College of Business at Pennsylvania State University, the Wisconsin School of
Business at the University of Wisconsin–Madison, and other business schools. Randy
earned a Bachelor of Science in chemistry from Northern Illinois University and an
MBA from The University of Chicago Booth School of Business.
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About vAuto
vAuto® provides innovative technology, tools and business intelligence to thousands of
dealerships across the United States and Canada, helping them compete more effectively
and increase new / used vehicle sales volumes and profits. Founded in 2005, vAuto
revolutionized dealers’ used vehicle operations with the groundbreaking Provision® Suite
of tools. Leveraging the Velocity Method of Management®, pioneered by vAuto’s visionary
founder, Dale Pollak, the Provision Suite guides used vehicle acquisition, appraisals,
pricing, merchandising and more based on real-time, local market supply-and-demand
data. In 2014, vAuto expanded beyond used vehicle management with the introduction
of Conquest™, the industry’s first new car inventory management and pricing software
of its kind. Built on new thought leadership from Pollak, Conquest challenges dealers to
leave their old new car thinking behind and embrace new directives that lead to greater
volume and profitability — from advanced stocking and pricing strategies to an innovative
approach to managing incentives.

