Some of the long-held
principles of selling F&I
products no longer
apply, but F&I
managers may still
believe these are
effective techniques.

By Ron Martin

here has never been a better

time than now to be in the

F&I business. It is improv-

ing in a variety of ways,
from technological advancements that
will help you be more efficient to the more
central role of compliance in the finance
department.

Now is the time to change your para-
digm toward selling F&I. You need to let
go of stereotypes that limit income and in-
stead, achieve extraordinary results
through higher expectations.
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Certain concepts are accepted as reality
even if things are often not as they appear.
This may be due to repetition or because
accepting these ideas allows average per-
formance to be rationalized. You need to
let go of these myths if you're going to
make the transition to a different way of
seeing the profession.

Some of the most common fallacies
plaguing F&I professionals include com-
plete reliance on the 300 Percent Rule, the
belief that offering more products will
guarantee more sales and reliance on the
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menu to achieve full disclosure. Some of
my favorite myths are identified here.

300% RULE GUARANTEES SALES

I’'ve heard many say that presenting 100
percent of the products to 100 percent of
the customers, 100 percent of the time en-
sures success. Does it? Maybe if you add
100 percent enthusiasm. Without enthusi-
asm, or belief in what you do, the rest is
fool’s gold.

Many F&I professionals who have
mediocre performance say they definitely
present all the products, all the time. They
even point to the menu or the waiver they
placed in the customer’s deal jacket as
proof. Why were their performances still
average? Because they didn’t perform the
most fundamental ingredient of selling:
transfer of enthusiasm.

This requires that finance managers
have a core belief in what they are doing
and the products they are offering. They
should believe it would be a tremendous
disservice not to make a genuine presenta-
tion of the benefits.

Successful F&I professionals are willing
to approach the customer with the convic-
tion of the value of their offer. They believe
in the products so much that they actually
own the products themselves. When they
receive an objection to the product, they
have the same level of commitment for
their least favorite product as they do their
most favorite.

More Probucts = More MONEY

It’s better to present fewer products that
you sincerely believe in than a bunch that
you just look at as profit opportunities.

Presenting more products means that
you have less time to spend on the prod-
ucts you're already selling. It’s difficult to
present the value of eight products in the
20-25 minutes you have with each cus-
tomer. What you end up with is a watered
down offer of each, hoping the customer
will pick a profitable package.

If you add a product that is a win-win
proposition, that’s OK. GAP is a perfect
example. Not too long ago, this was a
new product idea that dealers had to
consider offering and it has evolved into
the fastest growing F&I product avail-
able. Why? It’s a win for the dealer in
profit and a win for the customer in an

excellent benefit at a reasonable price.
Before adding another product to your
arsenal, make sure it passes the win-win
test. Next, make sure you still have time to
present all your products with enthusiasm.
You might want to replace a product in-
stead of adding one just for the sake of it.

MENU SELLING IS SELLING

You've heard it before: Menus don’t sell
anything; finance professionals do. Now,
what does that really mean?

The fallacy is that putting a menu in

front of customers and reviewing their op-
tions will lead to added F&I profits.

You would never sell a car like this:
“Hello, folks. Welcome to ABC Motors.
My name is Ron Martin. Please come
over to my desk so I can give you the price
and payments on whatever vehicle you're
interested in and a description of the au-
tomobile.”

Instead, you first get customers enthusi-
astic about whatever automobile they are
interested in, and get them comfortable
with doing business with you and your
dealership. Only then would you sit
down and go over the pricing and pay-
ment options. Why should F&I be any
different? It shouldn’t be if you plan on
being successful.

The menu is an excellent decision-mak-
ing tool. It gives the customer a list of op-
tions to choose from, but shouldn’t be
used until the customer has been given a
complete benefits presentation. Other-
wise, the customer will focus only on the
money and not your presentation.

Menus MEeaN FuLL DiscLOSURE
Too many dealers believe that using a
menu will ensure compliance. They
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think that menu selling will provide full
disclosure to customers simply because
it is a menu.

You definitely need to fully disclose
products to your customers, but you don’t
need a menu to do that. There is no more
thorough disclosure than the retail install-
ment contract that is governed by Regula-
tion Z (Truth in Lending Act).

Menu selling can actually create disclo-
sure problems for you if not properly
used. Here are two examples: 1) The fi-
nance person uses an estimated base pay-

ment on a handwritten menu and artifi-
cially inflates the payment to make it
easier to sell the packages. 2) The finance
person varies the term of the package op-
tions to manipulate the customer into
taking a package that is more profitable to
the dealership.

Furthermore, I tell dealers that I agree
that they need to use a menu and if done
properly, it can result in full disclosure.
However, the main reason they need to
use a menu is to help customers decide on
the many options that are available to
them after they have been given a benefits
presentation.

PAYMENT PACKING STARTS IN F&I

Everyone wants to point the finger at
the finance department for packing the
payment. The F&I department does have
the primary responsibility in ensuring
that the customer understands the pay-
ment prior to signing the loan or lease
agreement; however, if payment packing
is occurring, it’s probably not originating
in the finance office.

Payment packing usually starts either
on the sales floor or during the subprime
approval. I'll explain in a moment, but
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first, what is payment packing? It is giving
the customer payment information that
leads the customer to believe the payment
shown is the payment necessary to pur-
chase the automobile.

In this example, the customer is un-
aware that the payment actually includes
other additions that increase the dealer-
ship/F&I department’s profits. In short, a
sales desk quoting a payment to each cus-
tomer that includes a service contract but
not telling him about it would qualify as
payment packing.

One way to prevent this is to wait to
quote a payment until the customer has
given the dealership his credit informa-
tion. Only then can the dealership per-
sonnel quote him an accurate payment.
The other recommendation is to begin
with a payment range. However, the au-
thenticity of this approach is subject to

salespeople’s descriptions of how they ar-
rived at the given range.

When giving a range to a customer, it
should always be preceded by saying
something like, “I am going to get you
some pricing and payment options
from my sales manager, but before I do,
I want to make you aware that the pay-
ment I bring back will be in the form of
a range. The reason for this is that the
lenders have a tiered system of interest
rates and until we have your credit in-
formation, we don’t know for sure what
your tier will be. Once you have decided
to purchase the automobile and we have
your credit application, our business
manager will be able to give you an
exact payment to the penny. Is that
fair?” If they want an exact payment, ask
for their credit information and then
give it to them.

How does the subprime approval origi-
nate payment packing? A subprime lender
will typically approve a loan based on two
variables: maximum loan balance and
maximum payment amount.

This type of approval originates pay-
ment packing for unscrupulous F&I
managers who add whatever they can to
come up with that payment, then disclose
it as, “here’s how the bank approved your
loan.”

The F&I manager is given a max term,
rate and amount to finance. The deal is
then constructed backwards, adding prod-
uct/rate until the maximum is met. Typi-
cally, the customer is not given any options
with regard to products. This too qualifies
as payment packing, as the consumer
rarely is told that there are variables from
which to choose. It is usually a “take it or
leave” proposition.

GREAT F&l MYTHS ‘ THE FALLACIES

100% of products presented +
100% of customers +

100% of the time =
Guaranteed high productivity

‘ THE REAL FACTS

Enthusiasm and belief in the prod-
ucts being sold are essential to high
performance.

300% Rule guaran-
tees sales

Somehow only your customers don't
see value in the products you have
to offer.

If you expect customers to reject
your offer, they probably will. If you
expect to succeed, you might.

My customers are
different

Shotgunning negatively affects the
ratio of applications received to
applications approved. This hurts
the dealer-lender relationship.

If you send deals to multiple
lenders, someone is bound to buy
them.

Shotgunning helps
approval rates

This still has benefits for customers.
Also, lenders are receptive to allow-
ing it as a soft add.

Heavy regulation and fewer insur-
ance underwriters make this a
worthless product.

Credit insurance
is dead

The more products offered, the
more likely it is that the customer
will pick something or a profitable
package.

If you offer products that don’t have

More products equal : !
value, it actually hurts F&I profits.

more money

Putting a menu in front of a cus-
tomer is what leads to added F&I
profits.

The menu is a decision-making tool
that complements an F& manager’s
presentation.

Menu selling is
selling

A menu can create disclosure prob-
lems if not used correctly. A menu is
not required for full disclosure.

Your dealership uses a menu-selling
system, so you are compliant.

Menus mean full
disclosure

Payment packing can start at the
sales desk when a quote is given
that includes anything beyond the
base purchase price of the vehicle.

If a customer is misled about the
options available, it must be the F&I
manager who was deceptive.

Payment packing
starts in F&I
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‘My CusToMERS ARE DIFFERENT’

Everyone’s customers are different, but
buying into the notion that somehow
your customers don’t see value in the
products will only serve to reinforce a
negative thought pattern. This process
will lead to a failure on your part to pro-
vide them with adequate protection for
their purchase.

Instead of this thought process, con-
sider the Law of Expectation: Whatever
you expect with confidence becomes
your own self-fulfilling prophecy. If you
expect the customer to reject your offer,
he or she probably will. If you expect to
succeed in your presentation, you might.
Your attitude about your ability to suc-
ceed has as much to do with your results
as your knowledge of F&I products.

Similar problems will result for F&I
managers who buy into the “winging it
works” philosophy. The rationalization is
that since all customers are different, a
specific, planned presentation doesn’t
work. These people say, “I need to present
to the customers what they’ll buy and I
can feel them outas I go”

Certainly every customer has a differ-
ent hot button value that he or she places
on a product, but picking what you’re
going to present as you go is a slippery
slope. The end result is chronic corner
cutting that results in an inefficient use of

your time and certain products not being
offered or ineffectively being presented.

A planned presentation allows you to
have a much better road map to your
destination. You plan a process to make
sure each product gets presented effec-
tively and efficiently. Just as in any trip,
there may be detours in the form of cus-
tomer objections, but you take the path
and hop back on your destination route
as soon as you're able. Menu presenta-
tions give you the planned presentation
you're looking for, but they’re not the
only way. Come up with a way that you
can be enthusiastic about and make sure
you stay with your plan.

SHOTGUNNING HELPS
APPROVAL RATES

Aloan officer’s job is to follow loan pol-
icy. He may override the scoring model
that the bank gives, but there must be jus-
tification for doing so.

The considerations for deviations from
loan policy are things like customer demo-
graphic information such as job time, resi-
dency status and debt-to-income ratio.

A lender also looks favorably or unfa-
vorably at the ratio of retail contracts re-
ceived to applications processed or appli-
cations received to applications approved.
Shotgunning deals (sending every appli-
cation to several lenders hoping that one
will buy it) will certainly impact these ra-
tios negatively and when it’s time to
make exceptions, you won’t get the bene-
fit of the doubt.

Make sure you have at least three
lenders to ask for an exception at all times.
How you choose those depends on multi-
ple reasons beginning with your dealer’s
expectations, but also, it needs to include
who buys certain types of deals. For ex-
ample, you may need a bank that allows
extended terms; a lender that isn’t as con-
cerned with debt-to-income ratios as
other banks may be; or a lender that has
low interest rates.

Treat your relationships with your
banks just like you would your personal
bank account. The relationship is a
process of deposits and withdrawals.
You're not able to withdraw money from
your bank account if you haven’t put
money into it. You're also not likely to get
a lender to make an exception to loan
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policy if you haven’t first given a good
reason to do so.

Deposits are made in the form of
sending your lenders good retail con-
tracts, not wasting their time with nu-
merous applications that you don’t plan
on giving them.

Each loan officer has only so many ex-
ceptions to throw around before he starts
getting heat from his superiors. Make sure
you position yourself with the proper
leverage if you want to be on the receiving
end of those favors.

CREDIT INSURANCE Is DEAD

The prediction that credit life and dis-
ability insurance is dead is hasty given its
long and successful history in the F&I of-
fice. After all, insurance makes up half the
name of the department.

The products are highly regulated,
which presents advantages and disadvan-
tages. Insurance commissions in some
states have made it difficult to sell this in-
surance because of tight licensing require-
ments, while on the other hand, lenders are
very receptive to allowing it as a soft add.

Recent years have brought a reduc-
tion in the maximum premium that an
insurance company can charge in many
states. The result has been a reduction in
the number of insurance companies
that want to underwrite the product.
Dealers have fewer companies to choose
from; however, the value their cus-
tomers get with credit insurance has
never been greater.

Of consumers who purchase credit in-
surance, 90 percent said they are some-
what or very satisfied with their pur-
chase, according to a study by the Federal
Reserve. The study also found that 53
percent said it was never offered and 5
percent said they thought it was a re-
quirement to get the loan.

This data suggests that people who
bought credit insurance were happy they
did; more people would have purchased it
if they were given the chance; and pay-
ment packing in only occurring in about 5
percent of deals. H
Ron Martin is president of The Vision of
Fe&l Inc.  (www.thevisionoffandi.com).
Contact him at (800) 413-9902 or
thevisionoffi@msn.com.



