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Our cover story
Industry Trends for 2019

– Kate Spatafora

We have closed out 2018 on a positive note within the automotive F&I space, and it is 
time to begin looking ahead at what 2019 may have in store. What better way to do so, 
than by gathering the thoughts and predictions of some of the industry’s leading mem-
bers, all in one place. This issue offers insight on the rapidly evolving F&I industry that 
you can’t find anywhere else. Focusing on the economy and industry as a whole, F&I 
products and technology, the ever-changing regulatory environment, and the subscrip-
tion economy, “Industry Trends for 2019” is a cant-miss read. 

From the team here at AE, we would like to thank all the industry members who took the 
time to offer their contributions to this article:

Cindy Allen, StoneEagle 

Jon A. Anderson, American Guardian Warranty Services

Jimmy Atkinson, AUL Corp.

Tim Blochowiak, Protective Asset Protection

Brian Crisorio, United Development Systems 

Matt Croak, Wise F&I 

Dave Duncan, Safe-Guard Products International 

Kate Eltringham, GWC Warranty 

Brian Feldman, ECP Inc. 

Doug Frey, EasyCare

Brent Griggs, Portfolio 

Thomas Hackett, Allstate Dealer Services

Mackie Hughes, Simoniz USA

Jennifer Holcomb, Norman & Company Inc.

Michael LaMotta, Dealer Owned Warranty Company 

Jeremy Lindsey, Alpha Warranty Services

John Lutman, IAS

Ryan Nelson, NAE/NWAN

John Pappanastos, EFG Companies 

Ron Reahard, Reahard & Associates Inc.

Robert Steenbergh, US Equity Advantage

Max Zanan, Total Dealer Compliance

By: Kate Spatafora

DEPT: PUBLISHER’S PAGE

As we cruise into 2019, Agent Summit is 
also on the horizon and planning is al-
ready well underway for this year’s event. 
AE and F&I and Showroom have teamed up 
once again to offer the only event designed  
exclusively for automotive general agents. 
Returning to the Venetian Palazzo Hotel, 
May 19-22, our goal remains the same: 
to educate top GAs on the latest train-
ing techniques, trends and challenges to 
help you better serve your dealer clients.  
If there is a topic or issue you think would 
make a valuable addition to the agenda, 
please let us know by emailing me directly 
at kspatafora@mgigmedia.com! Sponsor-
ship opportunities are also still available 
if your company is interested in claiming 
at a spot at the 2019 event, please contact  
David Gesualdo at dgesualdo@mgigusa.
com for more information. 

2019: What to Expect
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VISIT AGENT-ENTREPRENEUR.COM FOR BREAKING INDUSTRY NEWS.

Trump Wins China  
Auto Tariff Standoff
WASHINGTON — China will suspend the 
additional 25% tariff imposed on U.S. auto im-
ports for three months starting Jan. 1, the Chi-
nese Finance Ministry announced Friday. The 
concession follows a Dec. 1 meeting between 
President Donald Trump and President Xi Jin-
ping at the G20 summit in Buenos Aires. The 
ministry described the move as a “concrete 
action” that will lead to a “mutually beneficial 
new Sino-U.S. trade order.”

The announcement makes official unconfirmed 
reports from Bloomberg, other media outlets, 
and Trump himself that the import tax would 
be lifted. The 25% hike was enacted in April in 
retaliation for new levies on steel and alumi-
num imported to the U.S., bringing the total 
import tax on U.S.-built vehicles to 40%. Days 
earlier, China had reduced from 25% to 15% its 
tariff on all imported vehicles; the U.S. charg-
es an import tax of 27.5% on vehicles made in 
China.

In the December meeting, Xi agreed to pur-
chase a “very substantial” quantity of American 
goods to help reduce the nations’ trade imbal-
ance. In return, Trump agreed to back off a 
threat to raise tariffs from 10% to 25% on $200 
billion worth of Chinese exports. The leaders 
will now work under a self-imposed deadline 
of April 1 to reach a new, permanent trade deal.

The principal beneficiaries of China’s conces-
sion are BMW and Daimler, which owns Mer-
cedes-Benz. The German automakers produce 
six of China’s 10 most popular imports, many 
of which are built in American plants. In a state-
ment that followed Trump and Xi’s Buenos Ai-
res meeting, factory executives singled out the 
pivotal role of BMW’s Spartanburg, S.C., plant 
in its global operations.

“Free trade has made the success story of BMW 
in the U.S. possible. In 2017, the Spartanburg 
plant exported more than 70% of its total pro-
duction volume of 371,316 units to more than 
120 countries,” the statement read, in part. 
“China is the No. 1 export destination, followed 
by Germany. According to the U.S. Department 
of Commerce, the BMW Group is the larg-
est vehicle exporter from the U.S. in terms of 
value.”

Sales of all U.S. vehicles in China, including 
those built in Chinese plants operated by Gen-
eral Motors and other manufacturers, were 
down 1% for the first nine months of the year. 
In the same span, exports of vehicles to China 
from the U.S. fell by 30%, a $2.4 billion loss.

8 Auto Tech Trends to Watch in 2019
ATLANTA — Autotrader’s editorial team has released their list of the Best New Auto-
motive Technology for 2019. Designed to help new-car buyers select among available 
options and features, this year’s list includes several solutions tied to enhanced safety 
and smartphone integrations.

“From surround-view cameras to steering avoidance, new technology features can give 
drivers a better look at what’s around them or extra help to prevent collisions,” said 
Tara Trompeter, managing editor for Autotrader. “Car buyers can find many of these 
technology options in every segment, from sub-compact cars to full-size SUVs, making 
it worth checking closely to see what’s available across different models and brands.”

Autotrader’s Best New Automotive Technology for 2019:

• High-resolution, multi-angle surround-view cameras: Surround-view cameras are 
moving from luxury vehicles into mainstream sedans and family SUVs, including ve-
hicles from Chevrolet and Nissan. These cameras can improve visibility outside of the 
vehicle to minimize blind spots and assist with parking. They also can be used inside the 
vehicle to keep an eye on back-seat passengers. Traditionally low-res feeds also are now 
being replaced with crisp, clean, high-res imagery.

• Apple CarPlay and Android Auto: Many automakers are now offering a better way 
to connect your smartphone to the vehicle’s infotainment screen, allowing you to take 
advantage of your apps, contacts and music. Chief among the benefits is the ability to 
use smartphone navigation apps. A few automakers, such as BMW, also are offering the 
connection wirelessly.

• Wireless charging: Tired of keeping track of those charging cords? New smartphones 
from Google, Apple and Samsung offer wireless charging capability. Automakers, includ-
ing Honda, Hyundai, Ford and Toyota, have taken note and now offer a standard or op-
tional feature to wirelessly charge devices through charging pads, typically in the center 
console.

• Vehicle control via an app: Taking even greater advantage of your smartphone, au-
tomakers are increasingly allowing you to interact with your vehicles remotely using a 
mobile app. Honk the horn, flash the lights, start the car or monitor the area around 
your vehicle — all from the app. Tesla is a leader in this segment, while Buick, Chevrolet, 
BMW, Lincoln, Volvo and others offer their own solutions. Most are free or require a 
small monthly subscription fee.

• Steering avoidance As we move closer to a fully automated future, new features inch 
closer to that reality. Vehicles from Volvo, Lexus and others can be had with steering 
avoidance systems able to automatically swerve to miss objects in the road ahead or 
keep your car centered in the lane.

• Digital gauges: Digital gauges in some models are replacing static, physical gauges to 
create a dynamic screen for sharing more relevant and customizable information. Audi’s 
Virtual Cockpit system is one of the leading designs in the industry, but more main-
stream automakers, including Ford and Mazda, have adopted their own variations of the 
digital gauge cluster as well. These gauges can provide a better view of vehicle behavior 
and performance, such as fuel efficiency, and also can incorporate navigation directions.

• Road scanning: A more advanced feature found in luxury lines, road scanning uses 
cameras to search the road ahead for imperfections and automatically adjust the ve-
hicle’s suspension to account for them. Mercedes-Benz’s Magic Body Control is among 
the leaders in this area. While not widely available yet, road scanning systems can deliver 
a smoother, quieter ride and should be considered for high-end vehicles.

• Semi-autonomous driving: While we’re still years from a vehicle that can drive itself 
without any human input, semi-autonomous driving features that compensate for hu-
man error are becoming more commonplace. The most noteworthy development in this 
area is Cadillac’s Super Cruise system, which can pilot the vehicle at speeds of zero to 85 
miles per hour, allowing the driver to take their hands off the wheel. Tesla and other au-
tomakers have their own versions of this technology, and more automakers are expected 
to introduce their own versions in the very near future.

DEPT: IN THE INDUSTRY
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Agents enter 2019 with new concerns 
about the economy, the automotive in-
dustry, and those who regulate it. Agent 
Entrepreneur reached out to 22 leading 
industry members to ask their predictions 
for the year ahead and what agents can do 
to prepare. 

THE ECONOMY 

Against all odds (and most forecasts), 
heading into December, 2018 U.S. new-
vehicle sales were expected to reach the 17 
million-unit mark for the fourth consecu-
tive year. Dealers and agents have benefit-
ed from a long, slow, steady recovery since 
2009, when Americans bought 10.4 million 
new vehicles, a 26-year low. 

“The scary thing is that, even as we are ex-
periencing one of the longest recoveries 
in history right now, many indicators are 
still very positive for 2019,” said Jimmy At-
kinson, president and CEO of AUL Corp. 
“We all know there is a downturn coming; 
we just don’t know when. My guess is that 
2019 will be a relatively flat year for the in-
dustry, similar to 2018 results.”

John Pappanastos doesn’t anticipate the 
U.S. economy slipping into a recession in 
2019, but did note there are some “cau-
tionary components” agents should be 
aware of. 

“Our economy is operating at full employ-
ment and has been for a few years. Tariffs 
will be inflationary, interest rates will con-
tinue to rise, and credit is tightening,” said 
Pappanastos, the president and CEO of EFG 
Companies. “From an automotive stand-
point, there’s no catalyst for higher auto 
sales on the horizon. I do believe the U.S. 
will sell fewer light vehicles during 2019. Of 
course, the pressures working against new-
car sales bode well for used-car demand, so 
used pricing should be firm.”

Doug Frey, EasyCare’s executive vice pres-
ident of new agency development, merg-
ers, and acquisitions, anticipates a slow-
down that will lead to a 2% to 3% decline 
in sales. 

“It was nice having a strong economy in 
2018 with high GDP growth and low in-
flation. However, businesses cut capital 
spending in Q3, so the economy will start 
to slow down. The Federal Reserve has 
indicated they will increase the fed funds 

rate at some point in 2019. All of that will 
negatively impact vehicle sales,” Frey said. 
“On a positive note, oil prices should re-
main relatively low. The impact will be 
a moderate decline in vehicle sales, al-
though the lower gas prices and consumer 
preference will continue the shift to SUVs 
and trucks and away from cars.”

“I think 2019 is going to be another good 
year economically here in the U.S.,” said 
Ron Reahard, president of Reahard & As-
sociates. “Much of the uncertainty caused 
by a potential trade war will be resolved 
with new agreements being reached. With 
a divided government, it is in the best in-
terests of both political parties to not re-
verse the economic gains achieved over 
the past couple of years.”

Reahard anticipates flat or slightly in-
creased new-vehicle sales in 2019, citing 
low gas prices and unemployment as driv-
ing factors, but cautioned that demand 
will be negatively impacted by higher in-
terest rates. Tim Blochowiak, vice presi-
dent of dealer sales for Protective Asset 
Protection, pointed to margin compres-
sion, record numbers of off-lease units, 
and continued dealer consolidation as 
pressure points. 

“As we enter the end of 2018, it appears as 
though most economists believe the job 
market will remain strong and the over-
all health of the economy is quite solid,” 
Blochowiak noted. “However, the U.S. 
economic growth rate is likely to slow 
throughout 2019 as tends to happen with 
a sustained upward trend like one we’ve 
now seen over the past several years.”

Cindy Allen, CEO of StoneEagle, predicted 
the U.S. economy will “remain strong, but 
flatten out a bit. I believe the biggest im-
pact to automotive will be driven more by 
the evolving consumer buying habits rath-
er than the economy itself.”

“At the moment, most economic indica-
tors and economists are predicting a slight-
ly better year. Regardless of what occurs, as 
an industry, we’ve been through good and 
bad times. We have learned to adapt to the 
changing environment in order to be suc-
cessful regardless of what occurs,” said 
ECP Inc. Director Brian Feldman. 

Brian Crisorio, vice president of United 
Development Systems, said the automo-
tive industry will continue to thrive for as 
long as the fundamentals of the U.S. econ-

omy remain strong. He expressed cautious 
optimism in the face of industry disrup-
tors and other headwinds. 

“We will continue to see interest rates tick 
up while technology-rich new-vehicle cost 
continues to rise yielding an increase in 
average monthly payments causing an af-
fordability issue. We hear stories routinely 
of customers getting approved for loans 
that are too long at budget-busting pay-
ment levels,” Crisorio said. “I believe there 
are elements of digital that make sense 
and will stick, yet the fundamentals of the 
car deal remain in dealership showrooms 
with heavy human interaction.”

A “flourishing” economy has been pro-
pelled further under the watch of Presi-
dent Donald Trump, noted Jeremy Lind-
sey, president of Alpha Warranty Services, 
including the “slashing” of corporate and 
personal income taxes. 

“In fact, we’ve seen the second-longest 
stretch of economic expansion in U.S. 
history — one that should become the 
longest stretch of economic expansion if 
it continues through 2019,” Lindsey said. 
“The unemployment rate is sitting around 
4% and could fall to as low as 3.4% in 2019 
or 2020. The inflation rate is holding pret-
ty steady around 2.1%. I do anticipate in-
terest rate hikes continuing through 2019 
and possibly 2020.”

Lindsey believes a recession is pos-
sible but not probable in 2019, and the 
next downturn won’t be as painful as the 
last. He predicted that market saturation 
would drive new-vehicle sales below the 17 
million-unit mark and noted that record-
high vehicle prices would put even more 
pressure on sales. Finally, Lindsey noted, 
“While new-vehicle sales have declined, 
used-vehicle sales are trending up. Used 
sales were around 39.3 million units in 
2017 and projected to be slightly higher at 
39.5 million units in 2018. I would expect 
this trend to continue into 2019 due to 
the strong supply of used vehicles and the 
soaring cost of new vehicles.”

Thomas Hackett, Allstate Dealer Services’ 
national sales and training director, said 
that, “Barring any shocks, I anticipate con-
tinued growth, albeit at a slower pace than 
the past few quarters. The stimulating im-
pact of tax reform will begin to wear off, oil 
prices may move higher and inflationary 
pressures from growing wages could start 
to negatively impact corporate earnings. 

By: Tariq Kamal

Step into the near future with 22 leading agents and executives, 
all offering their predictions for a new year that promises 

sweeping change for a rapidly evolving F&I industry. 

INDUSTRY
TRENDS
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“These create headwinds that, while prob-
ably not enough to tip the economy into 
a recession, could limit growth,” Hackett 
added. 

“There are many positive fundamentals in 
the U.S. economy right now, and we feel 
those strong fundamentals will outweigh 
some of the geopolitical concerns which 
have caused the recent spikes in vola-
tilities,” said Ryan Nelson, national sales 
manager for National Automotive Experts 
(NAE)/NWAN. “The auto industry will 
most likely have a repeat performance of 
2018, if not a slight retraction. With vehi-
cles lasting longer, and owners holding on 
to their vehicles for a record-long period 
of time, the trade cycle will continue to 
elongate.”

Brent Griggs, president and CEO of Portfo-
lio, said he expects the fundamentals of the 
U.S. economy to remain strong throughout 
2019, including near-zero unemployment, 
low borrowing costs relative to historic 
levels, and inflation held in check by the 
Fed’s moderate interest rate hikes. 

“However, despite the overall strength of 
the economy, I expect automotive indus-
try sales to decline in 2019 in the face of 
higher interest rates, higher new-car prices 
driven by increasing commodity costs — 
partially attributable to new tariffs — and 
the addition of expensive technology to 
new cars,” Griggs warned. 

“I believe we will see a slight dip in the 
automotive economy due to rising interest 
rates and a lack of political confidence,” 
said Michael LaMotta, founder of Dealer 
Owned Warranty Company. “The industry 
will be in a battle with the economy be-
cause consumers will be drawn to show-
rooms by new models, alternative fuel and 
overall advancing technology which will 
undoubtably drag customers in.”

 “The economy is going well by most mea-
sures, but we continue to forecast flat auto 
sales year-over-year,” concluded Dave 
Duncan, president of Safe-Guard Products 
International. “The key driver that we’re 
watching is the credit markets. If credit 
tightens, even slightly, auto sales will be 
challenged.”

THE INDUSTRY

Kate Eltringham noted that negative eco-
nomic indicators tend to be immediately 
felt among automotive industry members. 
“The economy is likely to continue to per-
form moderately well in 2019, but growth 

may see more headwinds than the last few 
years,” said Eltringham, who serves as vice 
president of marketing for GWC Warranty. 
“While rising interest rates and tariffs will 
impact the overall economy, those factors 
will certainly have a more direct impact 
on the automotive industry which could 
create more economic uncertainty in our 
space than in others.”

“The mix between cars and trucks is a trend 
we should watch. I think gas prices will re-
main stable or slightly decrease in 2019, 
which will increase the number of truck 
sales and continue to decrease the num-
ber of car sales,” said John Lutman, vice 
president and head of the agency channel 
at IAS. Lutman predicted dealers will re-
double their efforts to improve finance and 
service revenue as sales taper off. 

Matt Croak, president of Wise F&I, agreed. 
“Overall, we expect to see an additional 
focus by dealers to sell more automotive 
ancillary protection products to boost 
profit margins as well as increase dealer 
income in what potentially could be a de-
creasing sales volume market.”

“We will be keeping a keen eye on sales 
volume, manufacturer incentives, market 
consolidation and leasing percentages 
on new-vehicle purchases,” noted NAE/
NWAN’s Nelson. “There are many signs 
of continued F&I income growth despite 
the overall number of vehicles sold being 
relatively flat.”

Eltringham noted that available credit 
will be a critical metric in 2019. “Lender 
consolidation and the pullback from sub-
prime over the last 12 to 18 months has 
had a direct impact on the independent 
dealers with whom GWC partners. Rising 
interest rates and longer loan terms have 
been the trend over the past year — how 
much higher and longer they can go is yet 
to be seen.”

Robert Steenbergh, founder and CEO of 
US Equity Advantage/AutoPayPlus, pre-
dicted a decrease in new-vehicle sales as 
rising interest rates push more car buyers 
toward the used-car lot. 

“Also, industry disruptors such as Vroom 
and Carvana will continue to compete 
for a larger share of the used-car market, 
especially now that AutoNation’s invest-
ment in Vroom will give more credence 
to that business model,” he said. “In re-
sponse, franchised dealers will need to 
be more efficient in the F&I department 
to offset profits lost to lower volume and 

also become more adept online to com-
pete with these disruptors who are of-
fering the equivalent of a dealership-free 
experience.”

To be successful in 2019, Steenbergh add-
ed, dealers will have to invest in the instore 
experience while moving some portion of 
the transaction online, a transition he de-
scribed as a “monumental effort.”

“From my days as the co-founder of Menu-
Vantage, I am acutely aware of the intrica-
cies involved in accurately quoting prices 
for multiple products — some rated, some 
not — from multiple providers with mul-
tiple coverage options that are taxed at 
different local and state levels and rates 
nationwide.”

ECP’s Feldman predicted further consoli-
dation among F&I administrators, agen-
cies, and dealerships in 2019. His senti-
ment was echoed by Mackie Hughes, a 
division president at Simoniz USA, and 
AUL’s Atkinson. 

“We continue to monitor agent consoli-
dation and large agent formation,” said 
Hughes. 

“Consolidation across all aspects of the 
industry continues to gain momentum. 
Dealers, agencies, administrators, and in-
surance underwriters continue to have a 
frothy acquisition market with extremely 
high valuations,” said Atkinson. One com-
ponent of a dealership or agency’s value 
is its reinsurance program, and Atkinson 
said the Trump administration’s sweeping 
tax reform package will necessarily affect 
selection. 

“The dealer-owned warranty company 
structure is a growing trend, especially for 
larger volume producers for whom a [con-
trolled foreign corporation] is not attrac-
tive. With the tax law changes potentially 
impacting NCFC structures, we are seeing 
more dealers inquire about DOWCs.”

Atkinson also raised the specter of new 
and unsettling moves made at the factory 
level. This year, General Motors launched 
a factory extended warranty program that 
unnerved dealers within and outside the 
GM family. 

“GM’s attempt to circumvent the Magnu-
son-Moss Act, with their ‘selling’ of a lon-
ger -term factory warranty by increasing 
the price of a car, is interesting. I think it 
will go away either by dealer resistance or 
the FTC,” Atkinson said. 
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“A couple of the trends I’m interested in 
seeing is if the online retailers like Carvana 
and Shift Technologies are able to gain 
significant market share,” said Reahard. 
“While there are certainly some people 
willing to buy a car online without ever 
physically seeing the car, it will be inter-
esting to see how large that percentage 
really is. With a vehicle being the second 
largest purchase for most consumers, I 
still believe most people will want to see 
the vehicle, sit in the vehicle, and drive the 
vehicle before making a commitment to 
buy that vehicle.”

Max Zanan, president of Total Dealer 
Compliance, took it a step further. “I will 
be watching the number of cars sold by 
Carvana. That’s a true indicator of digital 
retail acceptance in automotive retail.”

Specific to F&I, said UDS’s Crisorio, “I 
think the time has come for retailers to 
embrace showcasing protection products. 
At a minimum, every dealer should have 
F&I product information available on their 
website. We know that consumers today 
research and then research some more. 
Consumers want to be informed and un-
derstand the big picture with regards to 
their purchase and F&I products are an 
important piece of that for them and deal-
ers alike.”

Allen of StoneEagle concurred, predict-
ing that enhanced F&I product education 
could improve production. 

“I expect to see creative design and adop-
tion of direct-to-consumer tools, such as 
‘microvideos’ that deliver relevant and 
educational content to online consumers 
about F&I products and the apps and sites 
that leverage them in smart and transpar-
ent ways to create consumer trust and 
lead to product sales,” she said. “I think 
we will also see tech improvements that 
bring more of the buying experience to the 
consumer on their couch rather than deal-
ership waiting rooms.” 

“Convenience continues to shape how we 
consume products and services,” said Al-
pha Warranty’s Lindsey. “When was the 
last time you visited your local insurance 
agent’s office? Most don’t. Local retailers 
have been replaced by convenience shop-
ping on Amazon that delivers products in 
one or two days, grocery shopping is de-
livered or ordered online and packed into 
the trunk of our cars without ever stepping 
foot in the store. Even up to 10% of mat-
tress purchases are now made online and 
delivered to our homes. We expect con-

venience which usually involves a digital 
customer experience.”

Virtual F&I will be in “full beta swing” in 
2019, said LaMotta of Dealer Owned War-
ranty Co. “Whether it’s an add on to make 
the process smoother or because consum-
ers will be conducting a larger percentage 
of the purchase online, either way, virtual 
F&I is coming ready or not. Consumers 
expect a more convenient auto purchase 
experience as well. The largest dealer-
ship groups in the nation are taking note 
of these consumer expectations. AutoNa-
tion announced a $50 million investment 
in online retailer Vroom and Lithia has in-
vested $54 million into Shift.”

Widespread adoption of a fully online 
transaction won’t happen overnight, La-
Motta added, “but neither did the shift 
from Blockbuster Video to Netflix or Red-
box. How did that work out for Blockbust-
er, though? If dealers do not embrace the 
evolution of the digital customer experi-
ence, many will find themselves a relic of 
times that once were. The same goes for 
providers.”

“Digital retailing” is no longer a buzzword, 
said Protective’s Blochowiak, and as deal-
ers continue to rely on F&I as a profit 
center and F&I products as customer re-
tention drivers, the value of the partner-
ships agents strike on their behalf will face 
greater scrutiny. 

“As dealer operations become increasingly 
complex and more innovative, ownership 
will be in need of greater transparency as 
well as customization from F&I providers. 
Agents are going to need F&I providers 
who can work with them in a consulta-
tive fashion to help develop customized 
programs for changing and unique dealer 
needs,” Blochowiak said. “How these 
products are sold will continue to evolve 
as digital retailing takes hold in the indus-
try. Providing the customer with simplic-
ity and transparency will force this change 
and be an ongoing trend in F&I.”

F&I PRODUCTS 

Asked which F&I products will dominate 
in 2019, Jennifer Holcomb said the power 
of a service contract can never be dis-
counted. 

“It isn’t the No. 2 seller in most dealerships 
year-over-year without being a proven 
product that consumers rely upon,” said 
Holcomb, vice president of operations 
at Norman & Company. “I think that the 

leasing market is going to stay strong and 
finally some products are going to break 
through that barrier, as the leasing side of  
F&I has traditionally been a weak point at 
any dealership. 

“The potential for leasing products that 
bundle several beneficial aspects such as 
wear-and-tear, maintenance, and appear-
ance protection that don’t necessarily 
stand strong on their own but have more 
synergy in a bundle,” Holcomb added. 
“Leasing bundles appeal to payment-
sensitive customers by reducing out-of-
pocket costs during the lease and at turn-
in time.”

“We will continue to see vehicle service 
contracts trending upward as vehicles 
became increasingly expensive to repair, 
thanks in large part to technology,” Cri-
sorio said. “The other two products that 
seem to be gaining steam are maintenance 
programs and limited warranty offerings. 
While not new, it is clear that dealers to-
day are searching for ways to both gain an 
edge in the showroom, which a well-struc-
tured limited warranty can do, and in-
crease customer loyalty, which a planned 
maintenance program can do. 

“We have all been riding the wave of a hot 
market for many years, but as the beach 
gets closer and the wave begins to break, 
dealers will have to get creative to main-
tain sales momentum, and those F&I 
products can play an important role,” Cri-
sorio added. 

Atkinson said the combination of F&I in-
come and customer-retention benefits they 
generate will maintain the service con-
tract’s position as the department leader. 

“GAP, although volatile from a risk per-
spective, is probably No. 2. Then tire-and-
wheel, key, and other ancillary products 
round out the top sellers,” Atkinson said, 
noting that “Bundling products, combined 
with a strong menu presentation, brings 
the best results.”

“Vehicle service contracts will continue 
to be a big focus within dealerships be-
cause of the profit that can be earned on 
a per-contract basis. Bundles will also be 
big sellers in 2019 because of the flexibility 
and opportunities they provide. Not only 
can you sell multiple products on one con-
tract, you can also hold a higher margin on 
a bundle versus an individual product con-
tract,” said Lutman of IAS. “Also, look to 
see some new products enter the market-
place. More products need to replace GAP 
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insurance because of high losses within 
GAP programs.”

Jon A. Anderson said service contracts will 
continue to be widely used and accepted, 
as they have been for decades. However, 
“Appearance protection standalone prod-
ucts and bundled versions will continue 
their growth as their value continues to 
receive more recognition,” said Ander-
son, who serves as president and COO of 
American Guardian Warranty Services. “A 
customer buys a car for transportation, but 
also as a part of their personal image. They 
want its appearance and image to be like 
the day they bought it. Appearance protec-
tion helps to provide the means, a man-
ageable value and cost, along with a solu-
tion to restore that vehicle’s image just like 
the day the consumer first bought it.”

“With all of the new technology on today’s 
vehicles — turbos, hybrids, cylinder deac-
tivation, start-stop technology, 10-speed 
transmissions, etcetera — and computers 
controlling everything from your dome 
light to the volume of your radio, we are 
entering the heyday of service contract 
sales,” Reahard said. “And with compo-
nent parts, technicians can no longer fix 
anything. They’re component replacement 
experts.”

Reahard said he also keeps a close eye on 
diminished value protection, a relatively 
new F&I product type that is catching on 
among many dealers and agents. 

“There is no doubt that, if a vehicle has 
been in an accident, it greatly diminishes 
its value. Dealers, customers, and insur-
ance companies all know this. This may 
become a big seller in the F&I office as a 
standalone product or part of an enhanced 
GAP coverage. Or it may just become op-
tional coverage available in connection 
with the customer’s insurance policy,” 
Reahard said. 

“We feel diminished value protection will 
be the next F&I big seller,” said Wise F&I’s 
Croak. “There are a number of reasons a 
diminished value protection product is 
timely for the market. First, with the Mili-
tary Lending Act interpretation impacting 
GAP sales, dealers are looking for another 
product to offer that will protect the con-
sumer. Second, diminished value provides 
a benefit for a loss in value that the con-
sumer may not be expecting.” 

When a vehicle is involved in a collision and 
then repaired, Croak explained, multiple 

reporting systems will expose the previous 
damage and repair to the dealer at the time 
of trade-in, resulting in a lower offer. 

“Diminished value protection covers that 
loss for the consumer and enables the 
dealer to provide a better value on the sale 
of a new vehicle. Third, although we see 
an increase in lender acceptance of the di-
minished value protection product, there 
are similar hurdles that we experienced 
with GAP at its inception. Just like GAP, 
however, we believe the diminished value 
protection product will be a staple on the 
F&I menu,” Croak said. 

GAP coverage is a “natural choice” as an 
F&I product sales leader — or “whatever 
iteration comes along to replace or aug-
ment it,” said Steenbergh of US Equity 
Advantage. “Necessity being the mother of 
invention, I’m confident that one or more 
of the top-rated insurers will find a solu-
tion to address the recent rise in GAP loss-
es associated with the growing frequency 
and cost per loss.”

Finally, Steenbergh noted, “I think the indus-
try will see the introduction of some interest-
ing new products in 2019 revolving around 
the connected nature of new cars. In particu-
lar, coverage against information breaches — 
yes, cars will be hacked — and limited ser-
vice contracts that cover only electronics are 
examples of products that may start to see 
some initial traction this year.”

“Low-cost and high-perceived-value prod-
ucts that can be preloaded to separate the 
dealership from competition and increase 
customer retention” will find a home in 
F&I professionals’ lineups in 2019, said 
Zanan of Total Dealer Compliance. Simo-
niz USA’s Hughes said that “Non-charge-
back ancillary products will continue to 
surge, as will dealer/agent reinsurance, as 
margins continue to be stressed.”

“Products that protect the consumer from 
expensive end-of-lease charges will be-
come even more important as auto leas-
ing continues to increase,” said Portfolio’s 
Griggs. “Auto maintenance products will 
also continue their high growth trend be-
cause of the consumer value and value to 
dealers, because of improved customer 
satisfaction and retention.”

Feldman anticipates dealers will push for 
higher penetration rates on all F&I prod-
ucts in 2019. 

“With front-end margins almost nonex-
istent, I believe we will see continued 
growth in high-margin products that gen-
erate profits such as paint and interior 
programs and other products that are not 
subject to chargeback,” Feldman added. 

“I’m not sure that we’ll see much of a 
swing in terms of F&I product preference 
or popularity. There were several new F&I 
provider entrants in 2018 due in part to 
a strong economy and reduced barriers 
to entry. The initial result of increased 
competition is greater industry fragmenta-
tion,” Lindsey noted. “With that said, I be-
lieve that as vehicle sales level off or slow 
a bit, dealerships and agents will realize a 
greater need to align themselves with pro-
viders that offer industry-leading service.”

“While it’s not a new theme, we look for 
increasing emphasis and focus on maxi-
mizing service-drive performance, and 
the development of a ‘sales culture’ in the 
service drive,” said Pappanastos, who pre-
dicted more dealers will look for new ways 
to keep customers coming back for service 
in 2019. “In conjunction, I think you’ll see 
dealers assign a greater priority to service-
drive training and expect compensation 
plans in service to change.” 

That push could lead to improved sales of 
prepaid maintenance as well, Pappanas-
tos added. But he cautioned that low, 
at- or near-cost pricing would be critical 
to protecting more customers and realiz-
ing greater long-term gains. He also noted 
that the same trends affecting dealers and 
agents are coming to the fore in the P&A 
segment. 

“I believe that the industry will see in-
creasing consolidation of F&I product ad-
ministrators. The overall pie is shrinking 
from a supplier standpoint. Margin pres-
sures are trickling down, forcing dealers 
to put pressure on F&I admin rates,” Pap-
panastos said. “The adoption of electric 
vehicles will impact the sale of mechani-
cal breakdown coverage. At day’s end, F&I 
administrators win by putting more and 
more volume on top of their high fixed-
cost platforms.”

F&I TECHNOLOGY 

The rapidly evolving F&I office was top-of-
mind for our experts heading into the new 
year. The consensus is that, in an industry 
that runs on a number of disparate systems 
trading an infinite number of datasets, 
change is not only inevitable but welcome. 
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“Through automation and digital retail-
ing, the process for aftermarket sales will 
change,” Croak said. “This goes beyond 
econtracting, which will continue to grow in 
adoption but will move to include the con-
sumer buying experience and how digital 
solutions are developed through new tech-
nology and made available online. Addition-
al technology solutions will include ways to 
better inform the consumer on all process-
es, including claims and cancelations.” 

Nelson noted that, in the dealer retail trans-
action, technology can be viewed as both 
a disruptor and a sales enabler. “We feel 
technology and systems integration can 
and will provide a better purchase experi-
ence for the consumer as well as a stickier 
relationship from dealer to customer.” 

AGWS’s Anderson said evolving technol-
ogy will touch every part of the transac-
tion and cautioned agents and dealers 
not to downplay the role of social media 
and other information-sharing platforms 
in determining where consumers buy and 
service their vehicles. 

“More customers will select and purchase 
vehicles through online means and F&I 
products sales will grow through the same 
channels,” Anderson said. “Electronic rat-
ing and service of F&I products is no lon-
ger new, but with many products, it’s be-
coming the only means to offer products. 
… What was acceptable or innovative pre-
viously will be challenged with requests 
for new functionality and feature sets.” 

Hughes noted that econtracting — par-
ticularly solutions designed to streamline 
the F&I paperwork process — will con-
tinue to be a “hot topic” in 2019. Hackett 
of Allstate Dealer Services said time and 
efficiency would be the focus of new F&I 
technology. 

“The time that the consumer is waiting to 
get into F&I is one of the biggest negative 
impacts on profitability. As tablet-based 
F&I presentations become more consis-
tent, menu providers will be able to track 
and monitor the timing aspect of F&I clos-
er and on a larger scale. Being able to com-
plete a time study and generate an analy-
sis of the profit impact caused by time 
could significantly impact the industry as 
a whole,” Hackett said. 

“We’re working on providing improved 
tools for the finance office and mak-
ing sure that our platforms and tools are 
better connected to other systems,” said 

Safe-Guard’s Duncan. “These changes are 
a result of better technology, dealers and 
contract holders asking for more conve-
nience, transparency, and speed, and the 
need for a more data-driven, digitally con-
nected automotive ecosystem.”

“Technology and processes continue to 
evolve along with the providers of these 
solutions,” said Feldman. “There are so 
many good ideas and offerings out there. 
It’s just a matter of time to see which stick 
and which do not.”

In the meantime, Blochowiak advised 
agents to steer the technology conversa-
tion toward its intended benefits — includ-
ing an earlier introduction to F&I products, 
which dealers can do themselves. 

“Agencies can really help their dealers im-
prove penetration rates in the near term by 
advising them not to get hung up on what 
type of technology to utilize for F&I pre-
sentations but instead make sure they are 
educating their customers earlier in the 
process,” Blochowiak said. “An informed 
consumer is a much more receptive cus-
tomer. Using easily understood formats 
like online video to build the benefits of 
F&I programs is increasingly important.”

Eltringham agreed, noting that “Dealers 
continue to embrace technology in many 
aspects of their daily operations. Econ-
tracting and erating continue to be adopted 
by more and more dealers in the indepen-
dent space. Adding educational informa-
tion about F&I products is a trend that I 
anticipate will continue to gain traction.”

Holcomb noted that Norman & Co. is one 
of many companies to add online claims 
processing in recent years, a trend she ex-
pects to continue in 2019. 

“We realized that a claims portal helps to 
expedite the claim process so the custom-
er can upload their documents directly to 
our portal and we are notified when new 
documents arrive. It can immensely speed 
up the claims process as customers are 
getting up-to-the-minute updates on what 
is still needed and how their claim is pro-
gressing,” Holcomb said. 

Frey warned that falling penetration rates 
could result if technology is allowed to 
take over the F&I process completely. 
Without an F&I professional to guide 
them, few customers will spend the same 
amount of time researching protection 
products as they do the vehicle itself. 

“There are some people in our industry, 
especially those at technology companies, 
that are trying to eliminate the dealership 
salespeople as we know them today and 
make a self-serve customer option for buy-
ing a vehicle online. They are also trying to 
do that for the F&I products,” Frey said. 
“Over the last 30 years, our industry has 
been built by helping dealers add value to 
their customers by explaining F&I prod-
ucts and providing valuable coverages. By 
putting that process online, in the hands 
of the consumer, we are doing a disservice 
to our dealers and their customers.”

RULES AND REGULATIONS 

Frey predicted no “major” regulatory 
changes pertaining to the F&I trade, but 
does anticipate a greater emphasis on 
workplace compliance, including sexual 
harassment. 

“As far as sales compliance, we still need 
stronger regulation with the direct mar-
keting companies that illegally obtain 
customer lists,” Frey said, adding that, in 
2019, “most” direct marketers will utilize 
deceptive practices.

“The Service Contract Industry Council 
has done a good job educating consumers 
of the issues related to these companies. 
The agents and dealers need to educate 
their customers at the time of vehicle pur-
chase that, unless the customer is con-
tacted by the dealer, to be wary of these 
companies,” Frey said. 

Like Frey, Hackett sees no “significant, 
broad-based” regulatory changes hitting 
F&I in 2019, owing partly to the nature of 
the business. 

“The fact that each state establishes its 
own set of rules makes the potential for 
uniform, nationwide changes very improb-
able,” Hackett said. “It is more likely that 
we will continue to experience the inter-
mittent tweaking of statutes by various 
state regulators. This has been the pattern 
for the last five years, and there is no signal 
that things will be different next year.”

Hughes suggested higher interest rates 
would the only major change at the fed-
eral level this year. Duncan noted that, “In 
2019, the major industry trade associa-
tions have a heavy slate of lobbying efforts. 
These efforts are generally designed to add 
laws that make it clear that our products 
are not considered insurance, which is a 
positive for the industry.”
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“With a split Congress, I don’t expect to 
see much change in regulation, with the 
exception of continuing evolution in reg-
ulations surrounding military lending,” 
noted Pappanastos. “There will be some 
interesting court cases next year, but I 
honestly believe the focus on federal regu-
lations will be on mortgage or payday loan 
abuses.”

Holcomb believes the “era of overcompli-
ance” will continue, whether by federal 
agencies or state-level regulators. 

“The attorneys general in several states 
took over from where the CFPB left off 
once President Trump took over the White 
House,” Holcomb said. “With the shift of 
the House to the Democrats’ control, an 
attempt to regenerate the CFPB regulatory 
arm seems to be looming. If there is one 
thing the Democrats love, it’s to regulate 
anything and everything that they can 
reach, and the automobile industry is one 
of their favorite punching bags.”

LaMotta anticipates no high-impact 
changes in the short term; however, “I 
think everyone is watching to see what 
changes will emerge in a post-CFPB envi-
ronment. We have seen a few, but I believe 
more are coming.”

“With the current administration in office, 
the CFPB is not as aggressively looking at 
changing the rules and regulations within 
the auto industry, but state regulators and 
other agencies will continue to look into 
our industry,” Lutman said. “Additionally, 
everyone is becoming increasingly focused 
on customer privacy and data, not just in 
the auto industry, but in any market. I 
think we’ll see a strong focus in the United 
States about who owns the customer’s 
data, and how is that data being used to 
target consumers, which will affect the 
auto industry.”

Expressing the sentiments of many of our 
experts, Lindsey noted, “I don’t foresee any 
major changes to the regulatory landscape 
this year with the current administration, 
and quite frankly, I’m OK with that.”

THE SUBSCRIPTION ECONOMY

Vehicle subscription programs offered by 
factories and third-party services offer an 
attractive alternative to ownership: Every 
expense but fuel is covered by a flat month-
ly fee, and if you don’t like the car you 
picked, you can swap it for another one. 

A year ago, the sub model was the next 
big thing. Since then, The Book by Ca-
dillac has been canceled (or suspended, 
depending on the source) and Care by 
Volvo has been labeled a payment-pack-
ing scheme, among other charges, by the 
California New Car Dealers Association. 
Will subscriptions ever outpace or replace 
purchases and traditional leases, and if so, 
how will they affect F&I production? 

“As consumers are buying other items like 
theme park tickets through subscriptions, 
they will begin to purchase more vehicle 
protection in similar ways. A monthly sub-
scription or fee for all things related to 
your vehicle — like maintenance, appear-
ance, mechanical protection, or roadside 
assistance — would receive more offerings 
and evaluation outside of the dealership’s 
F&I office channel,” Anderson said. “The 
dealership channel is already facilitating 
product cost within the vehicle monthly 
payment, like a subscription. Non-dealer-
ship protection providers will continue to 
look to expand their subscription mem-
bership numbers, product offerings, and 
distribution in 2019.”

Steenbergh pointed out that month-to-
month service contracts have already 
come to market and predicted they will 
proliferate in 2019. He described the 
subscription model as portending a “sea 
change” for F&I, not too mention “incred-
ibly difficult” actuarial analyses of cover-
age and pricing for product providers. 

“That said, the desires of the car-buying 
public will ultimately drive demand, and the 
industry will need to get creative to figure 
out how to effectively and profitably deliver 
products and services under that model,” 
Steenbergh said. “I don’t see this happen-
ing overnight, but if the F&I establishment 
doesn’t deliver, expect to see the rise of the 
next disruptor eager to fill the void.”

Croak pointed out that the subscription 
concept is “still finding its way” and re-
mains in search of a “workable structure.” 
Lutman said subscriptions are likely to be-
come more popular in 2019 and pointed out 
that every vehicle needs protection against 
mechanical breakdowns and cosmetic 
damage, no matter who holds the title. 

“Consumers will end up paying for that 
cost to their subscription provider,” Lut-
man said. “It will just be on a lower month-
ly scale than it would be traditionally.”

Among the skeptics is Griggs, who pre-
dicted the impact of the subscription 
economy on the sale of F&I products will 
be “close to zero” in 2019. 

“Even in the most optimistic forecasts, 
subscription selling will make a very small 
dent in traditional sale of automobiles. 
The misguided notion that consumers are 
becoming disinterested in owning their 
vehicles will be exposed as fiction and 
further slow the adoption of subscription 
selling,” Griggs said. 

“In 2019? Not much,” said Lindsey. “In 
years to come, that could change. I have 
yet to see subscription services with a 
price point affordable for the masses. The 
subscription services I’ve seen are mainly 
from luxury brand OEMs with a price point 
between $1,000 and $2,000 per month. 
In fact, Cadillac recently announced that 
they are shuttering their subscription ser-
vice altogether.”

Lindsey suggested that third-party pro-
viders, rather than factories, could prove 
to be more capable of offering and main-
taining a profitable sub program, and they 
may have to narrow their focus to succeed. 
“The service may appeal to consumers in 
large metropolitan areas who value con-
venience and flexibility — especially for 
those that feel ridesharing services don’t 
provide enough control over their mobil-
ity needs.”

Zanan suggested agents work with dealers 
to create in-house programs. 

“OEM subscription is a clear violation of 
franchise laws,” Zanan said. “I would en-
courage dealers to partake in their own 
subscription model since they can offer 
better vehicle selection and be in control 
of the transaction.”

“At this point, we are not too worried 
about subscription services impacting 
F&I. It is just too soon to tell what will end 
up happening as we see manufacturers 
and dealer groups testing the services and 
some ending their trials rather quickly,” 
Crisorio said. “We are of the opinion that 
subscription services will represent a very 
small piece of the automotive economy 
and have very little impact on business as 
we know it.”

“As long as products can show value to the 
customer, deliver profits to the dealers, 
and can be financed in with the transac-
tion or subscription, F&I will continue to 
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produce product sales regardless of the 
ownership or vehicle operational struc-
ture,” said Nelson. 

Hackett said the appeal of sub programs to 
“defined population segments,” including 
millennials, can’t be discounted. If their 
popularity does grow, the model will have 
a “noticeable” impact on the F&I process. 

“Add in the fact that these subscriptions 
are for shorter terms — some allowing 
multiple vehicle swaps per year — the 
consumer may expect their transaction to 
include products such as excess wear-and-
tear, tire road hazard, and maintenance 
plans,” Hackett said. “Any F&I offerings 
added to a subscription must be seamless 
for the consumer on all fronts.”

“I believe product providers will come out 
with product packages that will align with 
the subscription trend,” said Allen. “I also 
believe we will see an uptake in post-sub-
scription vehicles sold as certified vehicles 
with tailored products due to the known 
level of care and maintenance they receive 
during their subscription period.”

“To the extent it is successful, I think you 
can build a protection package that con-
sumers will see value in,” said Atkinson, 
noting that sub programs appeal to con-
sumers thinking in terms of total cost of 
ownership. “Building in protection from 
potential loss is in synch with that. How-
ever, the concept isn’t yet proven, and as I 
am answering this question, Cadillac an-
nounced that they are ending their plan. 
Just as in mobile phones and other con-
sumer products, peace of mind through 
the protection F&I products bring can 
make a lot of sense to that consumer.”

LaMotta described the trend toward sub-
scriptions as “something to watch” and 
“definitely a threat” to F&I. 

“However, like every other threat to F&I 
in the past, the industry somehow finds a 
way,” LaMotta added. “We are all keeping 
a close eye on subscription market share 
to determine at what point the ratios are 
high enough to start being concerned. For 
now, it’s business as usual!”

BOLD PREDICTIONS

Asked to offer a bold prediction for 2019, 
Allen pivoted to autonomous vehicle tech-
nology, which took a leap forward with the 
December launch of Waymo’s self-driving 
taxi service in the Phoenix metro area. As 

Allen pointed out, mass-market driverless 
cars are essentially already upon us. 

“We will continue to be lulled into auton-
omous driving experiences by increased 
tech that’s integrated into mainstream 
vehicles. Especially for highway driving, 
lane assist will improve to lane keep and 
cruise control will become managed speed 
and distance,” Allen said. “Then one day 
we’ll wake up and our car will have taken 
us to the office while we work! … Not in 
2019, but I believe it’s coming. Service will 
be the new F&I, meaning we will begin to 
see new technology and a renewed focus 
on our level of service, products offered, 
profitability, and customer experience in 
the service drive.”

Frey suggested the F&I industry will have 
to get more innovative in 2019 as automo-
tive technology continues to advance. 

“Many of the companies in our industry 
are just harvesting profits and are not do-
ing anything innovative for their agents and 
dealers,” he said. “Investment back in the 
business is key to keep up with the changes 
and deliver for agents and dealers.”

Successful agents and dealers turn adver-
sity into opportunities, Reahard said, and 
there will be no shortage of adversity in 
the new year. 

“Further consolidation of dealers, manu-
facturers, and F&I product providers will 
continue. Companies and dealers that are 
focused on adding real customer value and 
helping improve the customer experience 
will prosper. Those who do not, will not,” 
Reahard said. 

Griggs concurred. “F&I agents and provid-
ers that are not able to deliver quality in-
come development to their dealer clients 
will become irrelevant,” he said. “Signifi-
cant consolidation of F&I agencies will be-
come the norm as dealer clients demand 
more help to grow their profitability.”

Holcomb predicted that compliance con-
cerns will convince more administrators 
to put pressure on dealers to speed the 
adoption of econtracting, be it through ad-
min portals, the DMS, or the menu. 

“It is too difficult to keep up with all the 
contract changes via print. A good per-
centage of dealers have gone to the online 
model but there are still some that prefer 
to print and remit but the compliance 
landscape is going to force that issue on-

line so contract changes can be seamless,” 
Holcomb said. 

Duncan predicted that off-lease volume 
and value-conscious car buyers will ben-
efit certified pre-owned sales. Zanan sug-
gested that, if that is the case, dealers need 
to secure and enhance their used-car op-
erations. 

“Dealers need to wake up to the danger 
that Carvana poses to their business,” 
Zanan said. “We live in the environment of 
compressed margins. It is basically impos-
sible to make money selling new cars and 
therefore dealers often rely on the used-
car department. If Carvana starts chip-
ping away at this profit center it will be 
progressively harder for dealers to stay in 
business. And what if there is a Phase Two 
to Carvana’s expansion — Carvana Service 
Centers?”

Anderson expects “strategic partnerships, 
mergers, recapitalizations, and alliances” 
will continue to expand while acquisitions 
of retail operations and vendors will slow. 
“The economy will remain stable, but the 
anticipation of the end of the car sales 
cycle will cause some hesitation and re-
thinking for the perfect deal, rather than 
just a deal. It’s less risky to keep your capi-
tal and leverage someone else’s strengths 
and core competencies to mutually benefit 
through partnering than acquisitions.”

Pappanastos predicted that, with so many 
factors outside the agent’s and dealer’s 
control — including national politics and 
global trade — 2019 should be spent fo-
cusing on the dealership itself. His check-
list includes more training, enhanced cus-
tomer-retention measures, and breaking 
down the barriers between sales, F&I, and 
service. 

“Each day in our industry brings a fresh, 
new adventure: new models, new prod-
ucts, new technology, new trade-ins to 
recondition and resell,” Pappanastos said. 
“It means finding financing for that first-
time buyer, building new relationships, 
strengthening existing ones, and develop-
ing a winning team. It means facing new 
challenges, seizing new opportunities, and 
the possibility of even greater rewards. 

“Each day offers another opportunity to 
help a customer, provide a good livelihood 
for our employees, and build something 
great. God, I love this business!”
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By: David Marcus and Matt Bartle

“What is up with that Toyota store? Why aren’t we knocking on 
that door?” asked the hungry, young agent while making sales 
calls with his mentor. 

“Because it’s a waste of time,” came the quick reply from the wily, 
experienced agent.

“How could that kind of volume be a waste of time?” asked the 
young guy.

“Toyota makes it nearly impossible for its dealers to sell any-
thing other than Toyota contracts,” cautioned the veteran agent. 
“I have spent years getting jacked around by Toyota. I am done 
with them.”

OEMs in Search of Revenue

Vehicle service contracts and GAP contracts represent a valuable 
stream of revenue for administrators, agents, and dealers. They 
offer the potential to exponentially increase the bottom-line prof-
it on each vehicle sold. Given this fact, it shouldn’t be surprising 

that OEMs are seeking to capture some of these monies through 
their own factory-branded VSC and GAP programs. 

Indeed, this is nothing new; factory-branded VSC and GAP pro-
grams have been around for decades. Independent providers have 
been able to successfully compete with OEMs by offering supe-
rior products, better service, and a smoother, fairer customer-
claims experience. 

The problem now is that some OEMs have resorted to question-
able business practices to keep independent providers out of fac-
tory-authorized dealerships. It’s no longer a fair fight. This article 
discusses some of these practices and potential remedies.

Ties Between OEMs and Franchisees

Technically speaking, dealerships are independent businesses. 
Your dealer clients can run their businesses however they choose, 
subject only to the restrictions of their franchise agreements and 
the laws of the states in which they operate. But dealers depend 
on OEMs to allocate the appropriate type and number of vehicles 
for the markets in which they operate, so they aren’t squeezed for 
inventory when customers are looking to buy or, alternatively, left 
with rows of vehicles they cannot sell because customers don’t 
want them. 
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Dealers depend on OEMs for floorplan and 
consumer financing. And then there are 
incentives — financial inducements OEMs 
offer dealers to help move vehicles even at 
times when customer traffic has slowed. 
These various ties between dealerships 
and OEMs give rise to a symbiotic relation-
ship in which dealers may feel compelled 
to follow OEM guidance on matters not 
addressed by the franchise agreement to 
avoid being disadvantaged in vehicle allo-
cation or to qualify for particular financing 
or incentive programs.

Issues With Toyota

At least one OEM purportedly has seized 
on this dynamic to push its factory-brand-
ed VSCs and GAP contracts to the forefront 
at franchise dealerships while keeping in-
dependent providers on the periphery. In-
dependent administrators report anemic 
penetration in Toyota stores compared to 
other franchised stores. 

Toyota Motor Credit Corp. provides whole-
sale and retail financing to Toyota dealer-
ships nationwide. At the same time, TMCC 
markets GAP contracts to those same deal-
erships, and TMCC’s wholly-owned sub-
sidiary, Toyota Motor Insurance Services, 
markets vehicle service contracts (referred 
to as Vehicle Service Agreements or VSAs) 
to those dealerships under the “Toyota Ex-
tra Care” banner. TMCC and TMIS both do 
business under the service mark of Toyota 
Financial Services. 

TMCC does not expressly require Toyota 
dealerships to sell only Toyota-branded 
GAP contracts and VSAs; to impose this 
requirement would violate U.S. antitrust 
law. However, TMCC readily offers retail fi-
nancing in connection with Toyota-brand-
ed products. In sharp contrast, TMCC will 
only finance vehicle service contracts and 
GAP contracts from independent pro-
viders if those contracts are approved by 
TMCC in advance. 

TMCC’s approval process is reportedly 
time-consuming and expensive, beyond 
industry norms. Independent providers 
must have a dealer “sponsor” to begin the 
process, the dealer must pay a significant 
fee (reportedly $500 per new contract), 
and TMCC only will communicate with 
the dealer — not the independent agent or 
administrator — about problematic con-
tract terms, drastically reducing the likeli-
hood an independent provider will make it 
through the approval process. 

 F&I Products and the Rise of the OEMs

 THE FIGHT FOR CHOICE:

By: David Marcus and Matt Bartle

Can anything be done to thwart OEM barriers to the sale of non-
factory-branded F&I products? Legal experts say it will take 

a concerted effort on the part of franchised dealers. 

If anecdotal reports are to be believed, TMCC intentionally delays providing dealers 
with feedback on the contracts they submit, and routinely rejects contracts for seem-
ingly arbitrary reasons. Contracts may be rejected multiple times with only a perfunctory 
explanation of the reasons for rejection. Reportedly, it can take 90 days or longer for a 
vehicle service contract or GAP contract from an independent provider to be approved 
at a Toyota dealership. While approval remains pending, TMCC and TMIS can make a 
hard push to convince the dealer to sell primarily or exclusively Toyota-branded prod-
ucts. The hope, it seems, is that independent agents and dealers will just throw up their 
hands and give up.

To be clear, it is technically possible for the dealer to avoid going through this lengthy 
process. Approval by TMCC is only necessary if the dealer desires to make TMCC fi-
nancing available to customers who purchase non-OEM vehicle service contracts or 
GAP contracts. Rather than making available TMCC financing to those customers, the 
dealer could offer those customers alternative financing from other sources already 
comfortable with non-OEM products. 

There are at least two problems with this, however. First, other finance sources may be 
unable to match the rates offered by TMCC on Toyota vehicles. TMCC may offer below-
market rates for the sake of moving more vehicles, as occurred during the recession, in 
the belief it can make up the money on the sale of the vehicles themselves or on factory-
branded F&I products which may accompany those vehicles. 
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Second, TMCC may offer dealers significant volume-based incen-
tives for convincing customers to finance with TMCC. This may 
operate as both a carrot and a stick: It’s a carrot in that a dealer 
may receive additional compensation and recognition for meet-
ing predetermined sales requirements. It’s a stick in that a dealer 
otherwise able to meet those sales requirements may lose out on 
additional compensation if its customers choose to finance with 
a lender other than TMCC. 

The thrust of all of this is that dealers feel compelled to obtain 
TMCC approval for any non-OEM vehicle service contract or GAP 
contract they desire to carry, and if reports are true, TMCC’s ap-
proval process has been structured and applied in such a man-
ner as to hamper the ability of independent providers to compete 
with TMCC and TMIS in Toyota dealerships. 

And while Toyota may be the best example of these practices, it is 
not alone. Other OEMs, such as General Motors and Volkswagen, 
have enacted or openly explored measures to keep independent 
providers on the sidelines so they can capture more of the income 
flowing from dealerships’ F&I offices.

Fighting to Keep Non-OEM 
Products on Shelves

Do independent providers have any real recourse? They do. Inde-
pendent providers do not have to sit idly by and worry about what 
OEM stores will gradually become off-limits. 

The first place to look for help is the dealer’s contracts. There can 
be a marked difference between what an OEM tells its franchi-
sees and the actual terms of its franchise agreements. While an 
OEM may push franchisees to sell factory-branded vehicle ser-
vice contracts and GAP contracts — and may offer franchisees 
additional incentive compensation for doing so — the franchise 
agreements establish the real “rules of the road.” Whenever it ap-
pears an OEM is trying to thwart efforts to install a non-OEM 
product at a dealership, the independent provider should ask to 
see the dealer’s franchise agreement. It may address whether the 
OEM is entitled to take the actions it’s taking and give the dealer 
a basis to tell the OEM to back off.

There also is U.S. antitrust law. While a comprehensive discus-
sion of U.S. antitrust law is beyond the scope of this article, it is 
worth pointing out that Section One of the Sherman Act prohib-
its tying arrangements. In a tying arrangement, a seller requires 
buyers of a product over which it has market power (the “tying 
product”) to also purchase a product over which it seeks to gain 
market power (the “tied product”). A tie can be explicit or can be 
enforced through informal constraints or pricing policies. 

With proof that an OEM conditioned the allocation of particular 
vehicles or the availability of vehicle financing on a dealer agree-
ing to sell factory-branded vehicle service contracts or GAP con-
tracts, there is a likely basis for a tying claim. A tying claim re-
quires a plaintiff to demonstrate that the seller has market power. 
In situations where a buyer has readily available alternatives to 
the tying product, market power can be difficult to demonstrate. 

Here, it is easy to imagine an OEM pointing to the fact that deal-
ers have other vehicles they can sell and other lenders that will 

provide financing for those vehicles, so the OEM does not have 
market power as required for an antitrust violation. But of course, 
those would be other vehicles, and not the particular vehicles of-
fered by the OEM. The key for the plaintiff is to define the mar-
ket narrowly enough so that there are no alternatives to the tying 
product or at least no other economically viable ones.

OEM Dealers Needed

Legal recourse of any kind will be heavily fact-dependent. There 
is no one-size-fits-all answer that will level the playing field for 
OEMs and non-OEMs alike. A lot will depend on the dealer and 
the compulsion the dealer feels (or does not feel) to carry facto-
ry-branded products to the exclusion of VSCs and GAP contracts 
offered by independent providers. 

Any successful effort to push back would require OEM dealers 
ready and willing to testify about OEM pressure to push factory-
sponsored F&I products — that they felt they really did not have 
an option. If the dealer characterizes his or her decision to carry 
the factory-branded product to the exclusion independent prod-
ucts as purely voluntary, his or her testimony will not help the 
cause. Likewise, dealers who view the OEM approval process as 
something other than an effort by the OEM to forbid the sale of 
independent products will not be helpful. 

On the other hand, where a dealer wants to carry non-OEM prod-
ucts but feels precluded from doing so by policies or procedures 
put in place by their franchisor, there may be grounds for relief.

Taking a Stand

The more OEMs succeed in capturing revenue from dealers’ F&I 
offices, the more they will push to increase that revenue year-
over-year and the less concerned they will be about stepping on 
the toes of independent providers. While OEMs would be hard-
pressed to push independent providers out of the marketplace 
altogether, it isn’t difficult to imagine a future in which non-OEM 
VSCs and GAP contracts are reserved primarily for pre-owned 
vehicles, while virtually all new vehicles enjoy the perceived ben-
efits of “factory” coverage. 

Only time will tell whether this imagined future becomes real-
ity, or whether independent providers can maintain a significant 
foothold in an industry they largely built. If the Toyota model be-
comes the norm, the future of the entire industry will be in peril. 

Independent agents and administrators may need to unite in a 
legal effort to push back. Lawsuits are expensive, time-consum-
ing and risky. However, legal action offers one form of recourse 
against bullies with lots of market power. When the harm is 
spread widely and the victims are many, the bully is betting his 
victims will not unite, pool resources, and push back. At some 
point, the victims, including dealers willing to testify about the 
pressure, need to push back.

DAVID MARCUS AND MATT BARTLE ARE ATTORNEYS AND PARTNERS IN THE KANSAS, MO.-BASED 
LAW FIRM OF BARTLE & MARCUS LLC. THEY HAVE HANDLED LAWSUITS AND ARBITRATIONS IN THE 
F&I INDUSTRY FOR THE PAST 13 YEARS. CONTACT THEM AT DAVID.MARCUS@BOBIT.COM AND MATT.
BARTLE@BOBIT.COM. 
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Use this checklist to help dealer 
clients evaluate risk and spot red 
flags when vetting F&I companies. 
 

It’s a new year and dealership operations have become more 
complex than ever before while margins continue to narrow. Digi-
tal innovations are occurring faster than the speed of a shiny new 
Lamborghini, with a growing blitz of new and established vendors 
vying for attention. 

Simultaneously, the automotive industry is facing higher levels of 
government regulation at both the state and federal levels. The 
Trump administration’s repeal of the Consumer Financial Pro-
tection Bureau’s controversial auto lending guidance effectively 
kicked enforcement of consumer protections back to the state 
level. 

Expect to see uneven application of regulatory and compliance 
standards that may ultimately have to be straightened out by the 
U.S. Supreme Court, should anyone care to take it that far. My 
thought is that this is going to end up being a state-by-state prop-
osition. Many agents will have to serve multiple masters when it 
comes to the enforcement of relevant statutes by state attorneys 
general.

What does all this mean for automotive agents? It means the 
stakes have never been higher for delivering quality F&I prod-
uct and service providers to dealerships. The wrong choice can 
cause operational problems and result in a damaged reputation 
or, worse, legal jeopardy and financial losses. Conversely, it af-
fords smart agents an opportunity to set themselves apart in the 
cutthroat world you live in — if you can demonstrate to a dealer 
that you take the requisite steps and measures necessary to pro-
tect them at every turn.

This checklist can help agents evaluate three common areas of 
concern in three categories of concern — reputational, legal, and 
practical — when vetting compliant providers for your dealer 
clients: 

1. REPUTATIONAL CONSIDERATIONS

What do customer reviews  
say about the provider?

Before investing time to meet with a prospective provider, go 
online and find out what others are saying about them. Three 
good places to start are Trustpilot.com, a website that publishes 
reviews of online businesses, the Better Business Bureau, and a 
simple Google search. 

Review sites like Yelp and TripAdvisor have taught us that people 
are more apt to share their opinions online after a really good ex-
perience or a bad one. If there is very little information available, 
then assume mediocrity or that the company is reluctant to be 
transparent. If a restaurant has 50 reviews and 35 of them are not 
very good, you’re probably not going to recommend that place. If 
it has five reviews versus everyone else’s 50-plus, you’re probably 
not going to go there. It’s the same with providers. 

This is one of the most basic steps to vetting a company, yet many 
agents don’t take the time.

Whom does the provider  
do business with?

The Greek fabulist Aesop said, “A man is known by the company 
he keeps.” This proverb still rings true today. 

Agents place a lot of faith — and risk — in the F&I providers they 
choose. Take the time to visit the company’s website and look for 
a list of partners. Are these companies that you would do business 
with? Do they seem to just work with anybody that comes along? 
It’s not very difficult to determine if integrity or the almighty dol-
lar drives that company at its heart.

The stakes have never been  
higher for delivering quality 

F&I product and service 
providers to dealerships.

What does the provider sell?

Explore the details. Is it a quality product or service? If not, that’s 
a red flag that tells you the company doesn’t care about what they 
are selling, as long as they’re making money off of the deal. Look 
at all their products even if they aren’t the ones you are interested 
in. If the company is going to face litigation or financial pressure 
due to some disaster created by a sister product, that could still 
have a significant effect on their one product or service that you 
took to your dealers.

2. LEGAL CONSIDERATIONS

Does the provider hold the necessary 
licenses and bonding required  
for their business?

Answers such as “I don’t know” or “I’m not sure” are another gi-
ant red flag. Yes, it can be mind-boggling to understand all of the 
myriad types of business licenses that are required for seemingly 
benign businesses like dog groomers to highly regulated doctors. 
But this is Business 101. If the provider did not care enough to find 
out what is required, it is a good indication of how little they care 
about the rest of their company operations, as well. 

And a simple “Yes” isn’t good enough either. Ask them to explain 
why they don’t think they need them or how they comply. That 
should be a simple, top-of-mind answer for a top-flight company.

Review the contract and confirm  
the “choice of venue” clause.

As a licensed attorney, this is my favorite contract clause. It states 
that both parties must agree to the location of all potential legal 
disputes.

Typically, a company wants the homefield advantage where it’s 
more convenient and cost efficient for them to litigate any legal 
action. It also provides leverage. If someone lives in Wisconsin 
and wants to sue a Florida-based company, they have to obtain 
local counsel and travel back and forth for every legal proceeding.

A trustworthy company will not have a problem changing this 
clause to a venue that is fair — meaning equally inconvenient — 
for both parties. If they refuse, that is yet one more warning flag. 

Who is the provider’s legal counsel?

Find out who represents the company. How much work do they 
do in the automotive sector? Do they have a good reputation? 
What type of law do they primarily practice? Are they in the busi-
ness of defending companies in lawsuits or helping companies 
build solid reputations? 

Some lawyers are like general practitioner doctors. Not that this 
is a bad thing, as they are very valuable on many levels. However, 
at some point, you need a specialist. 

If you are not personally familiar with the provider’s lawyer or 
law firm, ask your attorney. If they don’t know, they have the re-
sources to find out.

Run a litigation search.

This investigation also will require the assistance of your attor-
ney. Ask them to run a litigation search and provide a brief sum-
mary of the facts and outcome of each case. How often has the 
provider been in court? How often were they the plaintiff versus 
the defendant?

Don’t be concerned simply by the number of lawsuits the search 
uncovers or if the provider has been on the receiving end of one 
or more lawsuits. Reputable companies spend a lot of money de-
fending their good names against bogus claims. This is another 
situation where it is wise to seek the evaluation of your legal 
counsel.

By: Robert Steenbergh

How to Select

COMPLIANT 
PROVIDERS
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3. PRACTICAL CONSIDERATIONS

At this point, assuming the provider has overcome the legal and 
reputational hurdles without any major dealbreakers, it’s time to 
explore some practical considerations.

Conduct a site visit.

You can tell a lot about a company by its office space and its 
people. A site visit gives you a firsthand opportunity to look and 
listen. Does the company spend money to create a nice office and 
comfortable working environment for its people? Or again, does 
the desire for higher net profits come at the expense of their hu-
man capital?

A perfect example is a company that does business with mine. 
The owner was building a new office and offered to show me 
around. One of the first stops was the men’s room with its ex-
pensive fixtures and high-end tile on the walls and floor. While 
not where I expected to begin the tour, my first impression was 
that if he is spending this much on the restrooms, what will the 
rest of the place look like? This was someone who was thinking 
about every detail of his business, making a good impression from 
beginning to end, and going beyond what is required. That is a 
company you want to partner with.

It can also be revealing to listen to how management talks to the 
employees, and how the employees interact with each other. Is it 
a positive or negative environment? If employees don’t care for 
where they work, they probably won’t care about your clients.

Another way to learn about a provider’s company culture is Glass-
Door.com, a website where employees can anonymously talk 
about their employers. Again, like Trustpilot.com, there will be 
employees who love the company and others who hate it. Taken 
with a grain of salt, this is another opportunity to gain insight. Pat-
terns can be recognized when taken into consideration with other 
data you’ve already seen.

What are the provider’s operational  
and security protocols for  
protecting private information?

These are essential questions to ask of any F&I provider who will 
be handling protected personal information on behalf of your 
dealer clients, and it will probably require the expert help of an 
IT professional.

Can the provider produce third-party audits of its IT and opera-
tional systems? Two critical ones are an SSAE 16 report regard-
ing compliance controls and an SOC 2 report that focuses on the 
integrity, confidentiality, and security of their IT system. Most 
large companies will have these, but it can be cost-prohibitive for 
mid-size to small providers. However, they should still be able to 
produce something similar that is appropriate in size and scope 
for their business activities. The answer can’t be “We can’t afford 
that kind of stuff.”

Does the provider perform penetration testing to exploit security 
vulnerabilities and determine how to mitigate any risks to impor-
tant business data? While some companies conduct this testing 
in-house, there is a greater degree of confidence when it is per-
formed by a reputable third-party cybersecurity firm.

Audited financial statements are also a necessary cost of doing 
business. This is one of the places where you don’t want to see 
a provider cutting corners. Whereas I certainly understand that 
companies don’t like to show the world all of their financial deal-
ings, there are ratios that CPAs can share that reflect the financial 
health of the business without giving out exact numbers.

What level of customer support  
does the provider deliver?

Is the size of the company’s customer support team adequate for 
the product or service they provide? Are their hours of operation 
sufficient for the dealer’s market locations? Is customer support 
available on the weekends, when dealers do most of their busi-
ness? Are support personnel mainly housed in a corporate office 
or are they at-home workers with babies and barking dogs? Are 
they here in the U.S.? 

Ask yourself this: “Whom do I want answering the phone if it was 
my problem that I needed efficiently resolved?” Your dealers de-
serve the same.

Agents don’t have to be Clarence Darrow or Sherlock Holmes to 
conduct basic due diligence. With this checklist, common sense 
and a little time and money, you can ensure that the providers 
you deliver to your dealers are professional, compliant and will 
be around for the long run. Anything less is a direct reflection on 
the agent that could turn out to be very costly. 

ROBERT STEENBERGH IS A LICENSED ATTORNEY, THE FOUNDER AND CEO OF US EQUITY ADVANTAGE, AND 
AN ADVOCATE IN THE BROADER FINANCIAL SPACE FOR ISSUES RELATED TO CONSUMER FINANCIAL PRO-
TECTIONS AND INDUSTRY COMPLIANCE. CONTACT HIM AT ROBERT.STEENBERGH@BOBIT.COM. 
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As the pace of new F&I 
and dealership technology 
accelerates, agents must 
keep dealers on track and in 
sync to prevent them from 
falling behind or ignoring the 
simple solutions that could 
improve their processes. 

Perhaps B.C. Forbes said it best: “A busi-
ness, like an automobile, has to be driven 
to get results.”

Of course, almost nothing drives today’s 
automobile business more than technol-
ogy. Customers demand high-end tech-
nology in their vehicles. More and more, 
customers won’t accept anything less from 
the systems in auto dealerships. 

We all know what that means: If agents fail 
to choose, recommend, and help imple-
ment cutting-edge technology in dealer-
ships, everyone’s reputation sinks.

Clearly, the stakes are high.

That’s why it’s vital to ensure your agen-
cy’s workforce has the automotive experi-
ence and energy to aggressively seek out 
and test technology, analyze solutions, and 
customize options and fixes for dealer-
ships. The best agents often know a deal-
ership needs new or fine-tuned technology 
before the dealer does. 

That’s especially vital now as the automo-
tive industry continues to make advances 
in online vehicle transactions.

Consider Digital Sales 
and F&I Platforms.

There are many reasons why some agents 
accept dealers’ contention that they 
needn’t seek new or refined technological 
solutions. Some dealers believe the auto-
motive world is more about personality 
than systems. Plenty of us remember the 
not-so-long-ago days when agents kept a 
stack of paper contracts in the trunks of 
their cars and worked from there. 

Plus, some dealers are quick to note that 
their customers are comfortable with the 
status quo.

But there’s also fear. 

Take a step back and think about how au-
tomotive profit centers have changed in 
the past few years. It’s difficult to remem-
ber a time when F&I played a more crucial 
role in a dealership’s survival.

That has made many dealers extra cau-
tious about changing what they consider 
satisfactory F&I systems or digital sales 
platforms that seemingly take their best 
salespeople out of the picture. In fact, 
some dealers believe that technology will 
undermine the personalized service they 
currently enjoy with their customers. 

That may be especially true of leaders at 
small- to mid-size dealerships that have 
second- and third-generation customer 
bases. You’ve likely heard them say that 
their customers have become so accus-
tomed to shopping at their dealership, 
they wouldn’t go elsewhere. 

Some agents hear that from dealers, ac-
cept it, and don’t help their dealers move 
forward.

That’s often a mistake. 

Some dealers are still riding high on their 
move from traditional menus to full econ-
tracts. 

True, most F&I product providers have 
moved to econtracting, and the majority of 
dealerships have followed. But remember 
that technology was emerging 15 years ago. 

Yes, some banks and finance companies 
are still overhauling their systems to align 
with econtracting, but that doesn’t mean 
dealerships shouldn’t move ahead. Cus-
tomers are already increasing their tech-
nological demands. That’s clear in cus-
tomer satisfaction surveys that still rank 
the length of time it takes to buy a car as 
one of the greatest dissatisfactions in such 
transactions.

And that time isn’t just spent in the F&I of-
fice. Action on the sales floor has to move 
at faster-than-ever speed.

Treat Dealership  
Partners Like Individuals. 

It’s imperative that agents educate their 
dealers on these new realities as they of-
fer data and technology options to meet 
the customer’s needs and help them stay 
ahead of competitors.

Remember, millennials are now in their 
30s, with many closing in on age 40. That 
means there’s a whole new crop of car buy-
ers that are very comfortable with technol-
ogy and demand faster solutions. Dealers 
may be so entrenched in their day-to-day 
operations, they haven’t fully considered 
that dynamic.

But before you can convince dealers you 
can help them better serve their clients, 
they need to trust you as a partner. Today, 
that likely won’t happen until you:

Find the best automotive technol-
ogies available. That means you can 
vouch for reliability, accuracy, train-
ing solutions and upgrades. 
 
Analyze F&I platforms, digi-
tal sales and other technologi-
cal options for each client. No 
dealer wants to feel their business is 
crammed into a one-size-fits-all solu-
tion. If you want a dealer to trust you 
as a partner, show them that you have 
analyzed their needs to understand 
their customers, and can provide 
them with the best solutions for now 
and the future.
 

Treat each dealership as if it’s 
your only customer. Your agency 
should only hire a workforce that has 
automotive experience, and is com-
mitted to your mission, training, and 
expertise to offer the right solution 
the first time. That doesn’t work if 
you’re a 9-to-5 business. 

Of course, counseling dealership partners 
doesn’t mean you need to overhaul sys-
tems continually. In fact, it’s often better 
not to do so.

I think of a dealer who struggled with their 
F&I technology. We analyzed the emenus 
and other relevant software in place and 
discovered inefficiencies in the different 
technologies the dealership had adopted 
at the urging of various providers. We of-
fered a solution that allowed the dealer-
ship to ramp up productivity without com-
pletely replacing its system. That, in turn, 
allowed the dealership to shorten their 
customers’ wait times. 

But as we said earlier, technology is crucial 
beyond the F&I office.

Today, fueled by access to online research, 
many customers arrive at showrooms 
knowing the vehicles, options, and colors 
they want. 

Easy enough, right? Well, that depends on 
many factors, including lot management. 
There’s almost nothing that saps enthu-
siasm more than assuring a customer you 
have the model they want only to discover 
it takes 20 minutes to locate the vehicle 

or it has a dead battery. Snafus such as 
those results in lost dealership custom-
ers. Counsel your dealers to explore and 
invest in technology that will help them 
manage their inventories and has a useful 
sell-through for their customers. 

Find the Perfect Fit 
and Plug It All In. 

As independent agents, we pride ourselves 
on partnerships with both providers and 
dealerships. And, again, both those part-
nerships are built on trust. Consider how 
much easier it is today for many people 
to come up to speed on technology. That 
ease of adoption means the acceptance 
rate of technology is higher.

But that’s not always a positive. When 
you buy costly equipment or services for 
your own business — a computer, a phone 
system, software — do you just buy what-
ever a provider offers? Of course not. You 
probably research and try the technology 
before you implement it.

We’ve all invested in technology, only to 
find it didn’t work the way in which we had 
hoped. That doesn’t happen at our agency 
and it shouldn’t happen at yours. 

No agency is perfect, including ours. We 
have all experienced occasional hiccups 
as we work to keep pace with changing 
technology, new client needs, and industry 
challenges.

LEAD DEALERS TO TECH SOLUTIONS 
Through Value-Added Services
By: Eric Peterson

1.

2.

3.
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The law has yet to 
catch up to the privacy 
concerns raised by new 
vehicles filled with data-
collecting technology. 

In 1984 Motown released “Somebody’s 
Watching Me,” a single and album re-
corded by a singer whose stage name was 
“Rockwell.” The song became a minor hit 
and is known for having Michael and Jer-
maine Jackson doing guest vocals — and 
for the fact that Rockwell was a son of pro-
ducer and Motown CEO Berry Gordy. For 
the purposes of this article, I would like to 
draw attention to a portion of the chorus: 

“I always feel like somebody’s watching 
me. And I have no privacy.”

So, how does this relate to compliance? 
The focus here is not on “somebody” 
watching you, but rather on cars “watch-
ing” you. Today’s cars have a treasure 
trove of data from sensors, onboard Wi-Fi 
modems, cameras, and even the OBD-II 
port. Who owns all this data? 

Server Rooms on Wheels

Consider the types of data harvested by 
your car. A small sample would include 
trip duration, acceleration, where you 
drive, who is on your contact list, and even 
camera data. Some in the auto industry 
see all this customer car data as a revenue 
stream, which has been estimated to be 
worth millions of dollars. If your car has 
a Wi-Fi modem on board, your data can 
be recorded and streamed to automakers. 
Likewise, certain apps like Waze or even 
GM’s Marketplace app monitor where you 
go, what you buy and even where you eat. 

While most of the available data may not 
fit into the traditional definition of non-
public personal information under the 
Gramm-Leach-Bliley Act (which focuses 
on “personally identifiable financial in-

formation”), the information we have 
described above is still worthy of protec-
tion. Most of the type of data your car har-
vests about you raises privacy concerns. 
But from a compliance perspective, your 
home address, your home phone number, 
your email address, your speeding, and all 
of your personal contacts raise additional 
issues. 

There is a type of software that au-
thenticates electronic signatures provided 
by a company called DocuSign. DocuSign 
suffered a data breach in which, according 
to DocuSign, only a non-core system which 
was used to provide service related emails 
to clients was hacked. No Social Security 
numbers nor names or addresses were 
accessed. What the hackers did obtain, 
however, was possibly 100 million email 
addresses. The hackers then embarked on 
a malicious phishing email attack directed 
against those harvested email addresses. If 
you clicked on the link in the email from 
“DocuSign,” then you can only imagine 
what would happen. 

So let’s get back to your car. In your car’s 
computer memory, I am betting that there 
is a contact list containing hundreds of 
contacts. Those same contacts, while not 
traditional NPI, could subject you and all 
your contacts to a spearfishing attack like 
what happened to DocuSign customers! 

You car’s address book in its computer 
memory is open to techs in every service 
department you visit. The driving records 
it creates are open to the techs plugging 

into the diagnostic port, and all of your 
data collected by your car is possibly open 
to any hacker through your onboard Wi-Fi 
modem. 

Click-Through Consent

Car data logging and car data harvesting is 
fertile ground for compliance and privacy 
issues to arise. Who owns your data stored 
in various “computers” in your car? Who 
has the duty to safeguard all this data? 
What happens if this data is harvested and 
innocent victims are subject to a malicious 
phishing attack? 

Some companies present a “click-through” 
consent screen on your car to enable ac-
cess to your car’s data through the built-in 
Wi-Fi modem. Is this sufficient? 

Car data — and more importantly, secur-
ing car data — is currently one frontier in 
which the outlines of permissible conduct 
have not been firmly established. So we 
know the answer posed by the song and 
title of this article, it is your car that is 
watching you. ... But that begs the ques-
tion. Who is harvesting your data from 
your car, and how are they using your 
data? 

Content provided in this article is 
intended for informational purposes 
only and should not be construed as 
legal advice and should not be relied 
upon or acted upon without retaining 
counsel to provide specific legal advice 
based upon your particular situation, 
jurisdiction and circumstances. No 
duties are assumed, intended or 
created by this communication. No 
attorney-client relationship is being 
created by your review or use of this 
material. 

Somebody Really Is Watching Me

DEPT: LEGAL

By: Robert J. Wilson
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Q&A with TecAssured

DEPT: TECHNOLOGY

Presenter and TecAssured executive Joseph 
Pesce offers his thoughts on the inaugural 
Technology Challenge at Industry Summit. 

Industry Summit 2018 featured the first-ever Technology Chal-
lenge, a chance for 10 specially selected technology companies to 
present their solutions to agents, dealers, and F&I professionals. 
Agent Entrepreneur caught up with Joseph Pesce, executive officer 
for TecAssured LLC, following his presentation. 

AE: Why did you participate in the Technology Challenge? 

Pesce: We were excited to learn Industry Summit was 
adding the Technology Challenge to the 2018 event and submit-
ted our entry; we knew it would give us a great opportunity to 
present and demo TecAssured D2C, our new direct-to-consumer 
software. And we were right! Participating in the challenge gave us 
the ideal platform to reach an audience filled with people truly 
looking for the kind of innovative growth our new software solu-
tions offer. 

It was also exciting to learn more about the other software and 
systems presented by our peers. One of our long-term goals is to 
not just compete in this space, but to combine knowledge and 
resources to create even more dynamic new solutions for the in-
dustry at large. 

AE: What did you feel made your presentation stand out 
with the Industry Summit audience?

Pesce: Our new TecAssured D2C sales solution answers a 
true industry need and expands the F&I product sales window up 
to 45 days after customers leave a dealership. TPAs, agents, and 
dealers alike were very responsive to our presentation because 

our software not only provides a smart solution, but it’s also cost-
effective, simple to set up, and easy to incorporate into existing 
marketing channels too. 

AE: Were you impressed by any other presentations? 

Pesce: Yes, very much so! It’s always exciting to hear new 
ideas and be among other companies who realize the value of in-
vesting in technology. It’s an exciting time for our industry and, 
after hearing all of the presentations, I have no doubt that tech-
nology-powered business and sales are the future.

AE: Do you believe this signals a growing interest in digital 
sales and F&I solutions?

Pesce: Absolutely! There’s no clearer signal than the re-
sponse we’ve had to our TecAssured and D2C solutions. We’ve 
implemented digital F&I sales software, proven it works, and cre-
ated new avenues for profits — and our dealers are seeing sizable 
increases in sales! 

AE: What’s next for your company?

Pesce: One of our goals is to combine forces with other 
technology or service providers and take our solutions to the next 
level within the automotive industry. We recently expanded into 
the powersports, RV, and marine markets and plan to expand our 
footprint there, plus we’re looking to launch into other industries 
— including electronics, furniture, home, and pet service agree-
ment products — in 2019. 

If you’re looking for new ways to support your dealers and expand 
profits, we have some great technology solutions that will enable 
you to do just that! From marketing tools to software solutions 
that work with any product, we’re here and ready to help. Our 
standard D2C software is free to view and use, can be dealer-
branded, and offers customizable collateral to help you install at 
your dealership clients quickly and cost-effectively. 

By: Kate Spatafora
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An Interview With Jim Ziegler

By: Tariq Kamal

AE talks sales, F&I, and agency  
operations with Jim Ziegler,  
president of Ziegler 
SuperSystems. 

Jim Ziegler is the founder of Ziegler Super-
Systems and a nationally recognized trainer, con-
sultant, speaker, author, and industry forecaster. 
Agent Entrepreneur caught up with Ziegler shortly 
after he accepted the first-ever Edward J. Bobit 
Lifetime Achievement Award to learn how his 
company and training philosophy has evolved, 
what advice he has for agents, and why it’s wise 
to hold your sneezes when the Secret Service is 
on high alert. 

AE: Jim, how did you break into the car 
business? 

Ziegler:  I walked into a car dealership in 
1976 looking for a part-time job as a salesman. 

AE: Why a dealership? 

Ziegler: Because I was divorced, de-
pressed, and wimping out a little bit. I thought, 
“I’ll just do this until I find a good job.” That was 
42 years ago. In my third month, I made $4,500. In 
1976, nobody made that kind of money. I had 
been the general sales manager of a radio station 
— the top-selling salesman in that industry — 
and never made that kind of money. 

AE: Did they give you any training? 

Ziegler: They threw me in a room with 
some Jackie B. Cooper Betamax tapes and said, 
“Don’t come out until you’re trained.” I picked up 
some word-tracks. I got the gist. 

AE: When did you first encounter F&I? 

Ziegler: Not at that first job. The sales-
people did it themselves. My bank at the time was 
GMAC. You would call the bank and read the 
credit app to them. An actual person on the other 
end of the line would take it all down. 

my credit was terrible. When Debbie and I decided to get married 
and it was time to meet the parents, we went to a very exclusive 
restaurant in Atlanta. At the end of the meal, I pulled out my wad 
of cash. Her mother said, “He doesn’t have a credit card!” 

AE: She said that aloud? 

Ziegler:  Right there at the table. Later, Deb said, “My 
parents have a problem with me marrying a car salesman.” I said, 
“Well, what if I was a manager?” and she said, “That’ll work.” I 
went in the next day and said, “I’ve got to be a manager.” So I 
became an F&I manager. 

AE: How far had the technology come by that point? 

Ziegler: We still didn’t have fax machines, and there 
were only three or four computers that could do F&I. We used the 
Quip. It was a a big cylindrical machine connected to a dial-up 
phone-line modem. Once you connected with the lender, it would 
start spinning. It took about six minutes to send a credit app. Lat-
er on, somebody invented a state-of-the-art three-minute Quip 
machine. We thought we’d died and gone to heaven. 

I thought, ‘I’ll just do this 
until I find a good job.’ That 

was 42 years ago.

AE: What were you selling? 

Ziegler: All we had was credit life and service contracts. 
At some point, we added tire-and-wheel and environmental pro-
tection. By that time, I had moved on, because around 1984, the 
yuppie movement hit Atlanta hard. We had the No. 1 and No. 2 
BMW dealerships in the country. Volvo fell right into that. I was 
working at Banner Ford when Richard Dyer, a big dealer from 
South Carolina, bought the local Volvo store. It was a small dealer-
ship with a three-stall service department. But he was pumping out 
40 or 50 units a month, and they recruited me as an F&I manager. 

AE:  How did it go? 

Ziegler: It was Camelot. We grew that dealership so fast 
we had to buy a Greyhound bus station and convert it. There was 
a gymnasium for the managers, baby rooms. We had plenty of 
space. And one of the innovations Richard Dyer invented was the 
“Aftermarket Personalization Center.” It was state-of-the-art. 
You’d walk in there while you waited for F&I. Mickey Roth was 
the manager. He had slot walls lined with Volvo accessories. 
Mickey was creative. He put a premium seat on a swivel chair 
base. He would sit a customer down and say, “You like that chair? 
I can put that in your new Volvo.” Everybody got a wind deflector 
for their moonroof. He sold wheels. He would add $2,000 or 
$3,000 to the sale, and we’d get it financed. 
 

From there I went to the Potamkin group, where I was F&I di-
rector for five stores. I was also doing the sales system, running 
the show from the F&I department. At the end of that year, they 
decided I was making too much money. I left and went to a small 
dealership, Stovall Nissan. Robert Stovall was the dealer and he 
was a nice, decent guy. I think he had his hand on the Bible when 
he said, “I’ll never cut your pay plan.” Three months in, I was 
making $17,000 a month, and he cut my plan. I went home and 
told Deb, “We’re done. I’m starting my own company.”

AE: The timing was right. You had more experience than 
most in an exploding profit center. 

Ziegler: Exactly. And we’d made a lot of money, but we 
didn’t have a lot of money. We’d been trying to have a baby. This 
was 1986, when in vitro fertilization cost about $8,000 a shot. Ul-
timately, we adopted Zachary, and that was expensive too. So we 
agreed that, if I didn’t make it in 90 days, I would find a job at a 
dealership.

AE: What was your first move? 

Ziegler: I went into a recording studio where Baptist 
ministers made their church tapes. I went in and recorded a half-
hour presentation on cassette. We had a couple hundred run off 
with a label on it that said, “I can increase the profits of your deal-
ership by $100,000 a month immediately.” I sent it to every deal-
er in Georgia with no return address or phone number on the la-
bel. They had to listen to the whole tape to find out my name and 
contact information. 

AE: Did it work? 

Ziegler: Instantly. And one of the first calls I got was 
from Dick Spreen at Spreen Toyota in Atlanta. I met with him. He 
said, “Jim, I’m not a car guy. I’m an accountant. My brother owned 
the dealership and he died. I need what you’re offering. What do 
you charge?” I hadn’t worked that out. But I said I would charge 
$8,500 a month, and I needed an office with a dedicated phone 
number, and the receptionist had to answer with “Hello, Ziegler 
SuperSystems.” 

So I set up shop in that store for about six months. My second 
customer was Michael Jordan at Stone Mountain Ford — not the 
Michael Jordan, but he had an easy-to-remember name. Now I’ve 
got two clients and I’m back to making $17,000 a month. Then 
I met Lee Evans with Ford Motor Co. He was Stone Mountain’s 
factory representative. He came by and said, “I love what you’re 
doing. I’ve got to get you to Detroit.”

At the time, Ford was headquartered at the Renaissance Center. 
Not a lot of people know that. They were in Tower One, the big 
tower, on the 30th-something floor. Dick Fenstermacher was 
head of Ford Credit. Rusty Restuccia and Ross Roberts were in the 
room. Tony Majors was in the room. I think Edsel Ford was there. 
They didn’t introduce me. 

AE: What happened on weekends? 

Ziegler: They worked half a day on Saturdays, as I recall. No dealership 
was open on Sunday. And there was no such thing as spot delivery. You would have 
a one-, two-, or three-day wait for approval. GMAC would call back and say, “Get 
the contract. Now write $6,000 on Line One. Now write down the payment, tax, 
and interest rate, now the credit life and service contract.” And we would handwrite 
the contract. 

AE: When did you switch to F&I full-time? 

Ziegler: I didn’t become an F&I manager until 1982. I had moved to At-
lanta and met my future wife. I was the top salesman at my dealership, Banner 
Ford, and she was a customer. I was making a lot of money, which is good, because 

Jim Ziegler accepted the first-ever Edward J. Bobit Lifetime Achievement Award 
on Oct. 10 at the 2018 Industry Summit Honors.

Photos by Kate Spatafora

Ziegler SuperSystems
DEPT: MEET THE EXECUTIVE
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AE: Were you just there to talk or did you have a presen-
tation? 

Ziegler: I was presenting. I wanted to get the contract for 
Ford’s minority dealers program. I also had a deal I put together 
for the parts and service division. And I wanted to make training 
videos for F&I and go around the country as the F&I school for 
Ford. So I came out of that meeting with three deals. They needed 
the help, particularly for the new dealers. Their goal was to bring 
on 300 minority dealers, and they needed training. But that Ford 
program was not a charity. 

AE: The dealers had to invest. 

Ziegler: They had to invest, and for many, it was their life 
savings. So I made it my personal responsibility to make these 
guys successful, and I made a lot of lifelong friends. One of those 
dealers was Delmont Dapremont. He was from New Orleans. In 
1987, he was heading to San Francisco for the National Black Deal-
ers Association meeting, which was held one day before NADA. 
He said, “Jim, you need to sponsor a table.”

Now, I had just cashed a $40,000 check, and I had just bought my 
big, five-carat ring, and for Debbie we bought a floor-length mink 
coat with a matching beret and gloves. It was probably a $12,000 
ensemble. So I’ve got the killer ring and she’s got the mink outfit 
and we bought a table right up in front, and I had invited some 
of my dealers to sit with us. We were waiting for Jesse Jackson 
to deliver the keynote speech, and next thing I know, a man and 
woman come by and say, “We’re with the U.S. Secret Service, and 
we need to put an agent at your table.” It was a good spot because 
we were only 10 feet from the stage. 

Somebody invented a state-
of-the-art three-minute Quip 
machine. We thought we’d 
died and gone to heaven.

The female agent sat down with her back to us. Jesse Jackson took 
the stage and started speaking. Out of nowhere, I sneezed, and 
that woman wheeled around and pulled a gun on me! I held my 
hands up and said, “Sneeze! Sneeze!” while all the other agents 
swarmed our table. Jackson paused, looked down at us, dressed 
to the nines, sitting there with 300 dealers and hardly another 
Caucasian person in the room, and we’re causing a scene. He just 
smiled. 

There was so much going on at that time. NADA got wind of me. I 
spoke at the main convention that year. My speech was “Working 
Creatively With the Lenders.” They didn’t like my original title. 
And I received the highest grade a speaker received, and I became 

sort of instantly famous. Our business exploded. I was busy as 
a one-armed paper hanger. I was traveling all the time, visiting 
two or three dealerships a week. My wife barely saw me, but the 
money was exceptional. 

AE: When did you start hiring? 

Ziegler: Right around that time, I hired my first employ-
ee, Rusty Gentry. He taught the sales classes while I was doing the 
F&I school and teaching management classes. Rusty went on to 
own Toyota of Plano, in Texas, and he’s now retired. But by 1991, 
we had 40 employees in 8,000 or 9,000 square feet of office 
space. But that was the year the car business crashed, hard. When 
the first Gulf War began, cars stopped selling completely. It was 
like turning off a faucet. 

AE: How bad did it get? 

Ziegler: We almost lost the company. I laid people off 
and downsized the office. But when I tried to let one of my em-
ployees, Al Aderhold, go, he refused. I said, “Look, Al, I can’t even 
pay me.” He said, “Don’t worry about it, Jim. I’m going to stay 
with you and we’re going to resurrect this company.” We started 
making 100 calls a day. Al was standing there, going into the data-
base and handing me customers’ names. At 9 o’clock in the morn-
ing, we were calling dealerships on the East Coast, and by 8:00 
p.m., we’d be calling dealerships in Hawaii. 

Between the IRS, American Express, and a number of other credi-
tors, I owed close to half a million. But Al and I sold our way out 
of that and, in 14 months, we were debt-free. We built the com-
pany back up to 12 employees, then 40 employees, and moved 
into a bigger office. There’s nothing on Earth you can’t sell your 
way out of. 

AE: Did you still have the Ford contract? 

Ziegler: It ended when the program “matured,” as they 
called it, and Ford Credit wanted their trainers to be in the videos. 
And on the parts and service side, the Ford ESP service contracts 
shifted their administration to Ford Credit, and I was out. But we 
were back in business, and every dealership I touched showed 
profitability, and the biggest and most successful ones still do. 
And the internet was coming about. I had income-producing web-
sites as early as 1998. 

AE: Producing income how? 

Ziegler: Selling seminars and books. But I railed against 
the internet then and sometimes I still do. I’ve got to tell you, it’s 
the worst thing ever happened to the car business. The internet 
has not created one additional customer. All it did was lower our 
profits and put vendors between us and the customers. The inter-
net redistributes who gets the deal. But it can also be a giant killer. 
Stealth advertising can turn a little dealership in Oregon into the 
No. 1 Chrysler dealer in the world. 

AE: As you often say, Google is the battleground. 

Ziegler: Google is the battleground. I’ve been saying that 
for years. 

AE: I think a lot of people who only know you as a sales 
trainer would be surprised to learn what you’ve done in F&I and 
digital marketing over the years. 

Ziegler: All the records I set were in F&I. When I was in 
the business, I held all the numbers. 

AE: Did you work closely with agents? 

Ziegler: I did business with a lot of agents, and I still 
know most of them. Randy Cameron is a dear friend of mine, still 
in business in Atlanta, doing service contract and credit life ad-
ministration. Kevin O’Brien, also in Atlanta, was with Pat Ryan. 
O’Brien was the first guy to look at my numbers and say, “This 
can’t be real.” That led to a lot of good relationships. 

AE: What would you say to an agent who said, “Jim, I need 
a spark. Give me some advice.” 

Ziegler: Agents need to respect people’s time. You can’t 
just show up and demand all operations cease while you’re there. 

One thing I tell agents is you have got to be able to show dealers 
the improvement. The old saying was, “Agents are here to change 
your pay plan and get you fired.” People didn’t want to deal with 
them. They weren’t constructive. 

Three months in, I was  
making $17,000 a month,  
and they cut my plan. I  

went home and told Deb, 
‘We’re done. I’m starting  

my own company.’

AE: So if you were an F&I manager, the agent was your 
adversary?
 

Ziegler: There was a time. Then, through the years, they 
got friendlier. They started working with the F&I guys, hosting 
F&I schools. I tell small agencies to align with an F&I trainer and 
run your own school. Every agency has to have F&I training avail-

Ziegler joined fellow Dealers’ Choice Award winners for a group shot after his speech. Ziegler SuperSystems has been ranked by deal-
ers as one of the nation’s leading sales training providers for five straight years, including three straight first-place Diamond wins from 
2014 to 2016.

Ziegler SuperSystems
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able, and they have to be able to supply dealers with an F&I man-
ager if they suddenly lose the one they’ve got. The sales manager 
is not a backup for F&I. If sales is flooded, they haven’t got time. 
At every dealership, there is at least one salesperson who is a 
wannabe F&I manager. If they’re qualified, send them to F&I 
school and put an extra, fully functional F&I office in the dealer-
ship. In overflow periods, that salesperson takes that office. 

I held my hands up and said, 
‘Sneeze! Sneeze!’ while all 
the other agents swarmed 

our table.

AE: Where do you stand on digital F&I? 

Ziegler: I see it as a threat that wants to be a threat. It’s 
honestly not working. A couple years ago, they were telling deal-
ers to let the salespeople do F&I. Bad idea. Now they say artificial 
intelligence can do it. I think it’s a vendor plot. They’re not doing 
it for our benefit or the customer’s benefit. I always have a jaun-
diced eye when a vendor calls themselves a partner. Partners 
don’t steal your business. 

AE: They’ll say that’s what customers want. 

Ziegler: Some people will buy a car from Carvana. It ab-
solutely will work with a small number of people. But most peo-
ple won’t buy F&I without a presentation. You need persuasion, 
finesse, objection-handling skills —

AE: Critical thinking. 

Ziegler: Exactly. The so-called experts thought subscrip-
tion cars would work. Sure enough, Cadillac has closed “The 
Book” and the others are bleeding. I’ve often said I can predict 
this industry with pinpoint accuracy not because I’m so smart but 
because some others are so stupid. I know what customers are 
and are not going to do. 

But the thing is, a lot of the vendors are going for the total transac-
tion. F&I was the holdup. Once they can do that, I predict they’ll 
try to do the entire sale, keep the profits, and use the dealers as 
their warehouse. They’re already talking about the obsolete dealer 
model. You’ve heard it at every convention. Some pipsqueak is 
going to reinvent the business. And what exactly are you going to 
replace it with? c

This year’s Compliance Summit schedule included “A Conversation With Jim Ziegler,” a live Q&A with Tariq Kamal, associate publisher 
of Bobit Business Media’s Dealer Group. 

Ziegler SuperSystems
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AAGI
www.aagi.com

PCMI
www.pcmicorp.com

ChemEtch
www.chemetch.net

Entire Car Protection 
(ECP)
www.ecpinc.net

CornerStone United
www.xtendedauto.com

Endurance Dealer  
Services
www.enduranceds.com

National Auto Care
www.nationalautocare.com

AGWS 
www.agwsinc.com

CNA National 
www.cnanational.com

Connected Dealer 
Services
ConnectedDealerServices.
com/Become-An-Agent

F&I Administration 
Solutions
www.fiadmin.com

EasyCare 
www.easycare.com

Old Republic Insured 
Automotive Services,  
Inc. (ORIAS)
www.orias.com

7
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IAS
www.iasdirect.com

C4

15

Portfolio
www.portfoliore 
insurance.com

DEPT: AD INDEX

Protective Asset  
Protection
www.protectiveasset 
protection.com

13
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Reahard & Associates
www.go-reahard.com

Simoniz USA
www.getsimoniz.com

Wise F&I
www.wisefandi.com

SouthwestRe
www.southwestre.com

RoadVantage 
www.roadvantage.com

StoneEagle
www.stoneeagle.com

SAVE THE DATE!

May 19-22, 2019
Venetian & Palazzo Resort  
Hotel Casinos – Las Vegas

Stay tuned to  
www.AgentSummit.com  

for updates.

291
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Expert lists the most 
common objections agents 
hear from noncompliant 
dealers and the word-tracks 
you need to handle them. 

I’ve written previously that an agent 
should focus on production, training, and 
income development for their dealer cli-
ents, not be the compliance cop.

That opinion hasn’t changed.

I do believe that agents have a responsibil-
ity to ensure their forms, processes, and 
training pass the compliance test. This, 
in part, also requires that agents help to 
monitor compliance. It is this during this 
monitoring when some dealers and man-
agers voice an objection to implementing 
compliant processes. This article provides 
some word-tracks to help an agent over-
come some of the more common objec-
tions.

In the brain mass of dealers and their man-
agers, there is one side of the brain that 
is focused on marketing and sales. The 
other side contemplates risk management. 
Compliance objections typically have their 
genesis when the usually larger marketing 
side of the brain overtakes the risk man-
agement portion.

Sometimes the best transition phrase you 
can use when offering an answer to a com-
pliance objection is to say, “You’re not 
wrong, you’re just not right.” A more direct 
approach (and a favored one used by my 
wife) is “You’re wrong, and I’m gonna tell 
you why you’re wrong.”

Some Useful Stats

Sometimes a successful approach to over-
coming compliance objections is to shift 
the focus from urban legends and un-

founded opinions to facts. Here are some 
useful stats to support your facts.

Some of the reported stats surrounding 
auto lending fraud are mind boggling. In 
the lending world, credit losses can be 
managed through either the number of 
times a loss occurs (frequency) or the av-
erage amount of the loss per occurrence 
(severity).

Frequency: One industry insider esti-
mates that one in every 200 auto trans-
actions funded by finance sources have 
an element of fraud, be it a falsified 
credit application, identity theft, power-
booking, or a straw purchase, among 
other forms of fraud. Many dealerships 
finance 200 or more deals per month. 

Severity: This same source pegs the 
average loss at $24,000 per occurrence 
due to fraud for a finance source. A deal-
ership with a $2,400 profit per vehicle 
retailed must sell 10 vehicles to recoup 
this average loss when shifted back.

Potential liability due to fraud: Ap-
plying average frequency and severity, 
this means a dealer who finances 200 
deals a month with its indirect lending 
sources will have one fraud deal in that 
portfolio. Further, if the finance source 
uncovers the fraud and forces it back to 
the dealer as a recourse deal, the dealer 
is writing a $24,000 check. As it takes 
the profit from 10 deals to cover this 
check, the dealership is left with the 
profit from 190 sales to cover other ex-
penses and generate a profit.

Ten good deals to cover one bad deal can’t 
make economic sense to either the mar-
keting side of the brain or the risk manage-
ment side.

Here are five common compliance objec-
tions and some tips to overcoming these 
objections. Unfortunately, there is no in-
stant gratification to overcoming compli-
ance objections. It’s not like the thrill of 
overcoming a customer’s objection to a ser-

vice contract and successfully selling a good 
product to benefit the customer. Overcom-
ing compliance objections is a process of 
planting seeds for a future outcome. 

Keep in mind that many times it takes an 
epiphany for a dealer to finally start drink-
ing the compliance Kool-Aid. This epiph-
any sometimes happens when a 20 Group 
member is hit with a claim. Sometimes it 
is when the dealer has read one too many 
articles about a fellow dealer subjected to 
fraud or a claim. Unfortunately, it can also 
happen when the dealer is hit with a law-
suit or a Federale inquiry. 

Here are some seeds to plant for when the 
epiphany hits:

The very same sales manager who do-
nated his Sharpies to the daycare center 
and shred paper four-squares in favor of 
an edesking system is usually the one who 
raises this objection. Processes to increase 
sales are embraced, yet processes to en-
hance risk management are shunned.

Focus on the ever-evolving and -shifting 
compliance trends in the industry. Over 
the last year, we’ve seen the continuing 
confusion surrounding the Military Lend-
ing Act. We’ve also witnessed different 
Federales — including the Federal Trade 
Commission and the Department of Jus-
tice — publicly pursue dealers for payment 
packing, credit application manipulation, 
and bank fraud. Finally, finance sources 
are now filing lawsuits against dealers for 
fraud, unheard of 25 years ago.

The compliance risk hasn’t remained the 
same. A dealer’s response to ongoing risks 
must evolve.

Key word-track: “Some of yesterday’s 
practices are today’s felonies.”

By: Gil Van Over

5 Dealer Compliance Objections 
and How to Overcome Them

‘
‘

It’s the Way We  
Have Always Done It.

DEPT: ACE SPACE
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GIL VAN OVER IS THE EXECUTIVE DIRECTOR OF AUTOMO-
TIVE COMPLIANCE EDUCATION (ACE), THE FOUNDER AND  
PRESIDENT OF GVO3 & ASSOCIATES, AND AUTHOR OF “AUTOMOTIVE  
COMPLIANCE IN A DIGITAL WORLD.”

Risk management’s basic premise is to 
forecast risks to the organization and es-
tablish policies, procedures, and process-
es to mitigate those risks. This objection 
looks backward at historical actions, not 
forward to potential future risk of litiga-
tion or regulatory oversight. It usually re-
flects a lack of understanding with the 
basic concept of risk management and a 
comfort level that nothing bad has hap-
pened yet.

My first response is to congratulate the 
dealer for her good luck. My second re-
sponse is to review instances where other 
dealers have been sued for the very same 
practices we are discussing. I then flow 
into a discussion about how some dealers 
have successfully negotiated a reduction 
in their garage keepers liability insurance 
premium when they demonstrated a ro-
bust compliance management system was 
in place to help mitigate future claims.

Key word-track: “A CMS might reduce 
your liability insurance premium.”

These two objections kinda go together. 
Both involve finance sources, and both are 
based largely in urban myth.

A dealer once reported to me that a sales 
rep for one of his finance sources was ter-
minated because she misrepresented the 
finance source’s position on accepting 
credit card down payments. 

Finance source sales reps’ compensation 
can in part be based on the number of 
deals they generate for the finance source. 
This can lead to a sales rep’s willingness to 
mispresent the finance source’s require-
ments to get a deal funded. Just because 
the sales rep (who, by the way, may not be 
there tomorrow) gives conflicting assur-
ances, these assurances may not override 
the reps and warrants contained within the 
dealer agreement with the finance source.

The old idiom succinctly states, “If it ain’t 
written, it don’t exist.” This objection is 

usually based in a false sense of security 
that the sales rep will fess up when con-
fronted or that the finance source thor-
oughly vets every transaction at funding. 

I firmly believe some finance sources es-
sentially spot-deliver deals they know 
they can force a recourse on if the deal de-
faults. Their logic flow is like this: “I fund 
the deal. If it pays out, I make money. If it 
defaults, I have recourse to the dealer so I 
don’t lose money.”

Another potential issue for a dealer is hav-
ing a finance source who thoroughly vets 
each offering because the finance source 
doesn’t trust the dealer’s managers. This 
will slow down the credit-decisioning pro-
cess and in some cases may affect the de-
cision to approve or decline a transaction. 
For example, if the dealer is being stipped 
for proof of down payment, the dealer is 
on that finance source’s watch list.

Be mindful that federally insured financial 
institutions are required to file suspicious 
activity reports whenever it discovers a sus-
picious transaction. Further, the financial 
institution is prohibited from sharing the 
SAR filing with the party it was filed against. 

Turning the objection on its ear: “The 
lenders know and don’t care. They are 
just filing a secret report against the dealer 
with the Federales.”

Our advice is to get any deviations to the 
dealer agreement in writing and to retain 
copies of any stips provided in the fund-
ing package.

Key word-track: “If it ain’t written, it 
don’t exist.”

Many managers fly with the belief that the 
computer programming wasn’t right, so 
they shouldn’t have a compliance variance 
attributed to them.

The Dark Side loves mistakes or variances 
attributable to computer programming. If 
the documents contain errors that can be 
litigated, a mistake on every transaction is a 
key ingredient in a class action lawsuit recipe.

Successful dealers share a philosophy that 
sales managers and F&I managers are re-
quired to:

Review, digest, and comprehend the 
front and back of every document the 
customer is presented for signature and 
execution. How many managers in your 
dealerships have read the back of the 
lease agreement?

Hard-code as much of the informa-
tion that prints onto forms as possible. 
Sometimes the errors found on forms 
require a human to load the information 
while loading the deal. Some examples 
of hard coding include the number of 
days to cancel the contract in some 
states, or the payee on product sales.

Hold managers accountable for report-
ing erroneous information that is print-
ing so that the programming can be 
fixed.

Key word-track: “Garage in, garbage out.”

This objection was the single largest one I 
had to overcome when I started consulting 
with dealers nearly 20 years ago. The fear 
was that by being transparent, the dealer’s 
PVR would shrink. Over the years, dealers 
report that, by implementing a CMS and 
being transparent with consumers, not 
only has gross PVR improved, but there 
has been a reduction in chargebacks.

These same dealers share that time spent 
defending claims is time detracted from 
selling vehicles. They take pride with their 
place in the community providing jobs, tax 
revenue, and supporting youth leagues. 
They shudder at the thought of the com-
munity thinking they are kinks and bad 
people to do business with.

Sometimes this objection is phrased as 
“If I don’t do this deal, a dealer down the 
street will, and I miss a sale.” The dealer 
may miss that sale, but looking forward, 
there is no guarantee the deal will stick. 
Going back to the useful stats:

Key word-track: “It takes 10 good deals 
to overcome one bad deal.”

Good luck and good selling!

‘

‘

We Haven’t Been 
Sued for It Yet.

‘

‘

Compliance Puts Us 
at a Disadvantage.

‘
‘

The Lenders Know 
and Don’t Care. The 

Deal Has Funded.

‘

‘

The Computer  
Is Programmed  

That Way.
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