
 
 
 
 

Dealer Marketing Strategies  
A White Paper for Auto Dealers  

 

Executive Summary 

Most dealers do not have a marketing strategy, and it is hurting them financially in a number of ways: 
1. Buying the wrong kind of advertising 
2. Not buying enough of the right advertising 
3. There is little or no synergy among the components of the overall advertising campaign 
4. Advertising is not working in conjunction with pricing and the rest of the marketing mix 

Advertising cannot be purchased cost effectively without consideration of how each advertising purchase 
works together and how the overall advertising effort works in conjunction with pricing, distribution (location 
and sales operations), and the product mix. ¢ƘŜ ŘŜŀƭŜǊΩǎ marketing strategy maximizes the result of all these 
elements working together. 
 
Dealers have but two fundamental advertising objectives, branding and traffic now. Branding should be done 
ǎǳŦŦƛŎƛŜƴǘƭȅ ƻǊ ƴƻǘ ŀǘ ŀƭƭΦ ¢Ƙƛǎ ƛǎ ŀ ƪŜȅ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ƛƴ ŦƻǊƳǳƭŀǘƛƴƎ ǘƘŜ ŘŜŀƭŜǊΩǎ ǎǘǊŀǘŜƎȅΦ ±ŜƘƛŎƭŜ ǇǊƛŎŜ ƛǎ ǘƘŜ ǘƻǇ 
consideration impacting the effectiveness of traffic-now advertising. These two considerations, branding and 
pricing, define the four major marketing strategies dealers embark upon. 
 

 
 
Which strategy is best for the dealer depends a great deal on location and franchises, if any. These variables 
cannot easily be changed. Modification of pricing, advertising and the mix of used vehicles are relatively easy 
to modify. The way in which the store operates can be changed to match any new marketing strategy.  
However, operational changes are difficult enough to merit consideration of developing a marketing strategy 
around the proven competencies of the existing store leadership. 
 



The Marketing Mix  

Most marketing discussion revolves around pricing and promotions, primarily because they are easier to make 
quick changes to than products or distribution.  Generally, a defined marketing strategy will provide far more 
guidance to pricing and promotions. However, the development of a marketing strategy must begin with the 
product and distribution elements that already exist and cannot be easily changed. 
 

 
 
It is vital that design and execution of the strategy involve the complete marketing mix. Determination of the 
right strategy depends on product considerations, like the brands represented and the types of used vehicles 
the store is known for carrying. It also depends on distribution considerations, like the location of the store, 
strength of sales leadership, and development of the sales staff.  
 
Revenue and profit are maximized when all the elements of the marketing mix work together. When dealers 
are undercapitalized, it is important to consider cash flow as well. Nearly all business failure can be traced back 
to poor strategy regarding the marketing mix and cash flow, or poor execution of that strategy. 
 

The Importance of Strategy  

Each store will design and execute their strategy of choice in a different way. The challenge is to insist that 
those differences be due to the constraints and opportunities the store is faced with rather than the whims of 
individuals within the store.  When all the elements of the marketing mix are considered holistically, the 
proper course becomes rather clear. The threats to a well-defined strategy often come from advertising, 
because it is a bit mysterious and easy to change. Another common threat is reverting back to old pricing 
policies even when ǘƘŜȅ ŘƻƴΩǘ ƳŀǘŎƘ ǘƘŜ ŎǳǊǊŜƴǘ ǎǘǊŀǘŜƎȅΦ 
 
Strategy serves three purposes:  

1. Determine the best possible course 
2. Communicate the chosen course to the team 
3. Provide a document with which to instill self discipline, sticking to the course  

 
It is important that plans change when the environment changes or is seen more clearly, but strategy changes 
must be deliberated, announced, and based on a change in information rather than a change in preference. 
There is an old military saying that all plans go out the window once the first bullet is fired. If the plan changes 



because the bullets are coming from an unforeseen direction, that is good. If the plan changes simply because 
bullets are being fired then the problem is a failure of leadership. 

 

Advertising  

 

òHalf My Advertising Is Wastedó 

About 100 years ago, John Wanamaker was a very successful retailer in New York and Philadelphia. He is 
ǊŜƎŀǊŘŜŘ ōȅ Ƴŀƴȅ ŀǎ ǘƘŜ ŦŀǘƘŜǊ ƻŦ ƳƻŘŜǊƴ ŀŘǾŜǊǘƛǎƛƴƎ ŀƴŘ ƛǎ Ƴƻǎǘ ŦŀƳƻǳǎ ŦƻǊ Ƙƛǎ ǉǳƻǘŜΣ άIŀƭŦ ǘƘŜ ƳƻƴŜȅ L 
spend on advertising is wastedΣ L Ƨǳǎǘ ŘƻƴΩǘ ƪƴƻǿ ǿƘƛŎƘ ƘŀƭŦΦ ά This frequently repeated statement may have 
led to more misunderstanding among car dealers over the past century than any other. It would appear that 
Wanamaker was saying that while his advertising delivered great returns overall, half of the pieces to his ad 
campaign were horribly under-producing while the other half contributed outstanding results. If this were the 
case, even the most basic sourcing system could detect a performance variation of 3:1 or higher. But this is not 
how retail advertising works. 
 

 
 
 
  



There are but two objectives for retail advertising, branding and traffic now. The objective of the branding is to 
position the store in the minds of anyone in the community who might someday become a customer. This 
objective has nothing to do with store traffic and the media purchased to achieve this objective can only be 
measure by the change in recall and perception of the brand among a sampling of the target population. 
Traffic now advertising can and should be measured based on the amount of traffic it drives to the store, with 
the understanding that all traffic-now advertising will perform better over time when supported by an 
effective branding campaign. 
 

 
 
It certainly is the case that if the ǊŜǘŀƛƭŜǊΩǎ ǎƻƭŜ ƻōƧŜŎǘƛǾŜ ƛǎ ǘƻ ŘǊƛǾŜ immediate traffic to the store, then 
anything spent on media best suited for branding is a waist. This would be the case today for Saturn dealers. 
As of September 30, 2009 there is no future prospect for the franchise. Unless dealers feel they can continue 
on with the same branding message without the franchise, any investment in branding is wasted. 
 
Media that is sought after by shoppers when they are in market, for the purpose of shopping, is great for 
driving immediate traffic. There are components within these media that can be used for branding 
reinforcement, but this should not be confused with branding. These people are in market now, if the 
advertising only serves to change their perception of your store and they do not contact your store while in 
market this time, the advertising is wasted. Sure, there is a greater chance that they may buy from you when 
they are in market again in a few years, but this benefit is negligible at best. 
 
Media that is watched, read, or listened to by the general public, is only good for branding.  About 1% of the 
American public is in the market for a new vehicle at any given time. Just over 3% of the American public is in 



the market for some kind of used vehicle at any given point in ǘƛƳŜΣ ōǳǘ ȅƻǳ ǇǊƻōŀōƭȅ ŘƻƴΩǘ ǎŜƭƭ ǳǎŜŘ ǾŜƘƛŎƭes 
at all price points, so the relevant figure is something less than that. The point is that you can use this media to 
establish your brand image within the minds of 100% of the audience or use it to reach the fewer than 4% that 
are in market for a vehicle. By a factor of about 25 to 1, this media is more appropriate for branding than it is 
for driving immediate traffic. 
 

 
 

Online Classified ς vehicle listings posted online (ǘƘŜ ŘŜŀƭŜǊΩǎ ǿŜōǎƛǘŜΣ Cars.com, AutoTrader.com, etc.) 

Print Classified ς both vehicle listings and display ads within the classified section of a newspaper or 
shopper. 

Online In -Market Intercept ς other ads that intercept shoppers who are in market or leads derived 
from them (search, display ads on in-market sites, behavioral targeting, leads derived from these) 

TV and Radio ς includes both broadcast and cable television as well as and ads included in online 
television, radio, or podcasts 

General Display ς Any print or online ad show to a general-population audience as opposed to in-market 
shoppers 

Outdoor  ς Billboards, subway signs, or any other outdoor display ad  
 

  



Times Have Changed 

In defense of John Wanamaker, print classified ads and display ads within these sections were the only traffic-
now advertising available prior to the late 1990s. It was common to use advertising to the general public for 
the purpose of generating additional, immediate traffic. This was usually done with the announcement of a 
sale. It was not very cost effective, but it was all that was available. It certainly did seem like half of the 
advertising was wasted when branding media was used for the purpose of driving immediate store traffic. It 
may well have been more than half, but measurement was extremely difficult. 
 

 
 
Today, there are many sources of traffic-now advertising available. No one with a solid understanding of 
contemporary marketing would use radio, TV, outdoor, or untargeted display ads to drive traffic now.  
 
However, the world has changed too fast; the number of advertising choices available has skyrocketed. 
Compassionately, those buying advertising for dealers without a strategy and no understanding of what 
objectives are best served by each media could be forgiven for their difficulty in keeping up.  Unfortunately, 
the marketplace is neither compassionate nor forgiving. The need to catch up and keep up is literally a life and 
death issue for many stores. 
 
 

  



The Key Variables Related to Strategy Formation  

Although the two objectives of dealer advertising are branding and traffic now, there is a huge difference in 
how the two variables are approached strategically. Every dealer needs some level of traffic-now advertising. 
Ask any salesperson what the store nŜŜŘǎ ŀƴŘ ǘƘŜȅ ǿƛƭƭ ŀƴǎǿŜǊΣ άMore ǎǘƻǊŜ ǘǊŀŦŦƛŎΦέ bƻ ƳŀǘǘŜǊ Ƙƻǿ 
ǿƻƴŘŜǊŦǳƭ ŀƴŘ ǿƛŘŜǎǇǊŜŀŘ ŀ ǎǘƻǊŜΩǎ ǊŜǇǳǘŀǘƛƻƴ ƛǎΣ ƛǘ Ŏŀƴ ŀƭǿŀȅǎ ōŜƴŜŦƛǘ ŦǊƻƳ ǎƻƳŜ level of traffic-now 
advertising. Branding is something that cannot be done in half measures. The first decision dealerΩs face 
regarding branding is whether to do it or not.  
 
¢ƘŜǊŜ ƛǎ ŀƴ ƻƭŘ ǎŀȅƛƴƎ ŀƳƻƴƎ ŀŘ ŀƎŜƴŎƛŜǎΣ άLŦ ȅƻǳ ŎŀƴΩǘ afford ǘƻ Řƻ ŜƴƻǳƎƘ ƻŦ ƛǘΣ ŘƻƴΩǘ Řƻ ƛǘ ŀǘ ŀƭƭΦέ .ǊŀƴŘƛƴƎ ƛǎ 
almost exclusively achieved with interruption advertising. No one is watching television in order to see a 
ŘŜŀƭŜǊΩǎ advertisement. This is why branding advertising requires repetition. One must buy frequency (multiple 
impressions in front of the audience) as well as reach (the size of the audience). 
 
 In some markets, branding media is prohibitively expensive. A popular radio station in a metropolitan market 
might cost $100 per spot and in many cases much more. Even buying three spots in morning drive Monday 
through Friday would cost over $6,000 per month to achieve sufficient frequency with this portion of the 
listenership. If your store is the 12th largest Ford store in the market or on the outskirts of the community, 
most of the people listening are simply not going to include your store in their consideration set no matter 
how good your creative is. 
 
Here are some of the criteria for a good branding campaign: 

1. A well defined Unique Selling Proposition (UPS) 
2. Sufficient patience to stick with a multi-year campaign 
3. Sufficient capital to invest in a long-term branding campaign that will take 3-6 months before 

beginning to pay off. 
4. If the branding is dependent upon a franchise, the franchise must have a bright future worth investing 

in. 
 
Although traffic-now advertising is something every dealer invests in to one degree or another, the approach 
varies. The best measurement for traffic-now advertising is contacts per vehicle per month. The variable that 
most impacts that metric is price. Many dealerships are moving to the velocity approach, observing online 
pricing across the market and pricing their vehicles aggressively relative to the market. These stores are more 
focused on reducing inventory turn than the gross profit per vehicle. Obviously, it is not possible for every 
dealer to price their vehicles in the bottom half of the market. Some stores will focus more on the gross 
margin. This distinction is the most important strategic element relative to traffic-now advertising. 
 
  



Putting both of these key variables, branding strategy and pricing strategy into a matrix reveals the four key 

strategies that dominate automotive retail. 

 

 
 

Velocity Strategy 

The velocity approach to pricing does not require branding. For lack of a better term, the velocity approach to 
pricing combined with no branding strategy is referred to as the Velocity strategy. Dealers using this strategy 
should list their vehicles wherever possible. The approach is to attract shoppers to the vehicle, enhance 
preference for the vehicle, then introduce them to the store and enhance preference for the store.  
 
Dealers using the Velocity strategy will find good return on investment from vehicle merchandising. The 
vehicle price assures that the vehicle listing is frequently selected for more information. Providing a wealth of 
information about the vehicle assures that a high percentage of those listing selections will result in contacts to 
the store. Execution of your strategy is heavily dependent upon maximizing the number of store contacts, so 
everything possible should be done to make that happen.  
 
This strategy can be carried out with any franchise that is competitively shopped within the region served. This 
strategy is not recommended for most stores with limited volume potential and limited competition (a BMW 
dealer in Sioux Falls, SD).  This may change over time as more consumers expand their shopping radius. Some 
dealers have already achieved a following by offering the lowest prices for hundreds of miles. However, 
without a branding campaign there is nothing to suggest to shoppers that they should expand their shopping 
radius, and reputation can take years to earn. 
 
It is possible to use a fixed-pricing policy in conjunction with this strategy; the advertised prices are already 
very near the lowest price the store will accept. The challenge is that without a branding campaign, any benefit 
from a non-negotiating policy needs to be explained by the sales force or within the selling notes associated 
with each vehicle listing. 

 

Dominator  Strategy 

The velocity approach can be combined with a heavy branding campaign in order to dominate the market. The 
branding campaign should capitalize on the low prices offered by the store. In fact, a fixed pricing policy should 
work better with this strategy than any other.  



 
It is difficult for consumers to believe that a store can be both low priced and high in service. Walmart tries to 
deliver a decent level of service, but they are focusŜŘ ƻƴ ǇǊƛŎŜ ŀƴŘ ŀŘǾŜǊǘƛǎŜ ǇǊƛŎŜΦ ¸ƻǳ ŎŀƴΩǘ ōŜ ōƻǘƘ ²ŀƭƳŀǊǘ 
and Nordstrom. If you are going to dominate a market in terms of unit volume, you need to train for good 
customer service but focus your message on price and your operations on some level of cost control.  
 
It is nearly essential to have a full line of vehicles in order to successfully carry the dominator strategy.  
Branding is a relatively fixed cost. Branding campaigns are nearly as expensive for MINI dealers as they are for 
Ford and Toyota dealers. A dealer investing heavily to establish a low-price image will need to be able to 
provide nearly every vehicle type in the family fleet in order to maximize volume.  
 
As with any strategy with a branding component, the Dominator strategy requires dedication. Stopping or 
changing the branding campaign before it has a chance to develop is a failure of execution rather than 
strategy. Therefore, deciding to embark on a Dominator strategy is a very big decision and requires a fair level 
of soul searching before the decision is made. 
 

Service Strategy 

Some stores, luxury dealers in particular, focus on gross profit rather than volume. They earn this gross profit 
with outstanding customer service. Some have lavish showrooms, where shoppers expect to pay more. When 
a huge investment is made in both the facility and staff, it makes sense to also invest in branding and attract 
shoppers based on a preference for the dealership, rather than vehicle price.  
 
Like any high-end retailer with a branding campaign, it is important to limit your branding effort to the target 
market that appreciates and can afford the vehicles and level of service you are offering. It is important that 
the used inventory be stocked with vehicles that mimic the high-end service image; low-mileage certified 
vehicles are an outstanding choice.  
 
Wherever the vehicles are listed, the branding message should be reinforced. Your cars will not be the lowest 
priced on third-party websites. It is important that you remind shoppers who do consider your vehicles why 
buying from you is worth a premium.  
 
CRM efforts are critical with a service strategy. The opportunity to sell multiple vehicles to the same family is 
what multiplies the benefit of both the branding and service investments. 

 

Skim Strategy 

A skim strategy is a low-volume strategy. The store is neither pricing for volume nor investing in a branding 
campaign. Many stores chose a skim strategy, and it is very appropriate in cases where the strategy is to 
harvest the store. Problems like poor location or a declining franchise can move a store owner to just make the 
best margin possible from repeat business, service business, and whoever can be snagged by the location. The 
primary focus is on cost control.  
 
Another reason for adopting the Skim strategy is because the dealership is in a rural location with very little 
competition. There is no need for huge branding campaign if your store has been the only Chevrolet dealer in 
town for the last 70 years. There is also less need to focus on price; although, this can change if a Velocity or 
Dominator begins to poach your market. 
 

  



Special Advertising  Considerations  

The Dealerõs Website 

With any of the above strategies, a good dealer website is essential. However, there are some differences in 
how traffic is driven to the site. Dealers using a successful branding campaign can expect more shoppers to be 
searching for them online. Keywords ƛƴǾƻƭǾƛƴƎ ǘƘŜ ǎǘƻǊŜΩǎ ƴŀƳŜ ŀƴŘ ŦǊŜǉǳŜƴǘ ƳƛǎǎǇŜƭƭƛƴƎǎ ƻŦ ǘƘŜ ƴŀƳŜ ǎƘƻǳƭŘ 
result in a high ranking for the store. If not, an SEO effort and purchasing key words within the local area (SEM) 
may be important.  
 
There is a great deal to gain from long-tail searches related to vehicles in inventory. If you happen to have the 
exact vehicle someone is looking for, getting it in front of them makes perfect sense. Stores using a Skim or 
Service strategy have better margins and are not competing on the basis of price. This gives stores focused on 
gross margin more to gain from the use of long-tail searches related to the vehicle. 
 
Behavioral targeting is an online display ad in front of shoppers who are in-market; even if they are not 
thinking about vehicle shopping at the moment the ad intercepts them. ¢ƘŜ ŀŘΩǎ purpose is to drive traffic to 
ǘƘŜ ŘŜŀƭŜǊΩǎ ǿŜōǎƛǘŜΦ This is more beneficial for dealers with an effective branding campaign. The shopper is 
more likely to pay attention to the ad if they recognize the store name, increasing the click-through rate to the 
ŘŜŀƭŜǊΩǎ ǎƛǘŜ. 
 

Leads 

In theory, any of these models could supplement store traffic with the addition of RFQ and finance leads. In 
practice we know that many of these leads are squandered. Whether or not the store operations are set up to 
capitalize on additional lead volume is the primary consideration for purchasing leads. 
 

  



Subscription and Pay -Per-Performance (PPP) Listing Models  

One of the hot debates is whether the PPP model can be made to work and whether they will replace the 
dominant subscription models, AutoTrader.com and Cars.com. With the power of Vast1, the PPP model does 
work and it will coexist nicely with subscription models.  
 
Subscription models require the dealer to fully merchandise inventory in order to get the maximum value from 
the product. This is not much of a demand since properly merchandising inventory is important to get the most 
ƻǳǘ ƻŦ ǘƘŜ ŘŜŀƭŜǊΩǎ ǎƛǘŜ ŀǎ ǿŜƭƭΦ ttt ƳƻŘŜƭǎ ŀƭƭƻǿ the dealer to bid up or down on the amount of exposure the 
inventory receives. For dealers not merchandising their inventory, the PPP model will gain in relative 
attractiveness. 
 
For dealers whose inventory is properly merchandised, the decision primarily comes down to audience. 
Participating in all three services ƎƛǾŜǎ ǘƘŜ ŘŜŀƭŜǊΩǎ ǾŜƘƛŎƭŜ ƳŀȄƛƳǳƳ ŜȄǇƻǎǳǊŜΦ !ƴȅ ƻŦ these three not 
participated in leaves a segment of the in-market shoppers without exposure to your vehicles. The first best 
buy is the one that is more cost effective, and that varies from market to market. The value presented by these 
services continues to grow as more shoppers go deeper into the purchase funnel while online. 
 

 
 

  

                                                           
1
 Many dealers will not recognize the Vast name, nor is it important that you do. Nearly every service selling PPP listings is 

powered by Vast in some way. Dealers can get into a larger system through even a small, local firm selling the product.  



Dealer Groups  

Whether or not a dealer group can utilize more than one strategy depends upon store autonomy, both in the 
eyes of the consumer and in store advertising and operations. The CarMax name is meant to have the same 
meaning to all consumers in all markets. CarMax has the same strategy for each of its stores. Store managers 
do not have the freedom to change strategy; their job is to effectively execute the strategy. This is consistent 
with most retail groups outside of automotive.  
 
Some dealer groups have stores that are completely autonomous. There are no synergies between stores and 
consumers have no idea that the stores are in any way related. These groups have the option of multiple 
strategies. They even have the option of allowing the local store management to dictate the strategy. 
 
In recent years, there has been a shift in the level of autonomy granted within some retail change. The product 
mix and store features of McDonalds restaurants are not as homogenous as they were ten years ago, yet 
promotions remain centralized. Some retailers make clear distinctions between stores with varying strategies, 
such as an express version of a store or an outlet version. Some retailers have virtually no variation between 
stores; local management is entirely focused on how to execute the strategy and provides little or no input on 
whether the strategy should change. 
 
It will be interesting to see whether dealer groups move toward greater centralization. Store managers looking 
to maintain their autonomy will undoubtedly need to do more to earn it. Having a documented strategy and 
ŜǾƛŘŜƴŎŜ ǘƘŀǘ ǘƘŜ ǎǘƻǊŜΩǎ ǇǊƛŎƛƴƎΣ ǇǊƻƳƻǘƛƻƴǎΣ ŀƴŘ ǇǊƻŘǳŎǘ ŀŎǉǳƛǎƛǘƛƻƴ ǇǊŀŎǘƛŎŜǎ ŀǊŜ ŀƭƛƎƴŜŘ ǘƻ ǘƘŀǘ ǎǘrategy is 
an excellent defense against cries for centralization. Today, most stores do not have a defined marketing 
strategy. Claims that a strategy, although undefined, has been articulated and is being executed upon nearly 
always fall flat under examination. Dealer groups would be derelict in their duties to their share holders if they 
simply accepted ǘƘŜ ǎǘŀƴŘŀǊŘ ƭƛƴŜ ŦǊƻƳ ǎǘƻǊŜ ƳŀƴŀƎŜǊǎΣ άƭŜŀǾŜ ƳŜ ŀƭƻƴŜΣ ǿŜ ŀƭǊŜŀŘȅ Řƻ ǘƘŀǘΦέ 

 

Conclusion 

Chances are that one of these strategies describes what your store is already doing, in general. When a defined 
strategy is lacking, we have yet to find a store that did not had some level of unexplainable contradiction. 
Defining your strategy will make it easier to clean up the execution flaws and avoid new ones in the future.  
 
Having a defined strategy means managers can buy into it, talk the entire store organization into a new 
strategy, or hit the road. There is nothing more destructive than multiple managers executing multiple 
strategies, either explicitly or implicitly. Turnover is a constant challenge, and it is fair to ask questions about a 
ǇǊƻǎǇŜŎǘƛǾŜ ŜƳǇƭƻȅŜŜΩǎ ǿƛƭƭƛƴƎƴŜǎǎ ǘƻ adhere to the defined strategy. Even differences between new- and 
used-vehicle operations can present fundamental problems. Regardless of how autonomously the 
departments function, the consumer sees one store name and justifiable expects it to stand for something. 
 
Defining strategy is a serious business. Changing strategy twice within a two-year period is almost always a sign 
of leadership failure. There are times when the environment a store functions within changes so dramatically 
that a shift in strategy is dictated; however, changes in the general economy generally do not merit changes in 
ǎǘǊŀǘŜƎȅΦ ¢ƘŜ ǎǘƻǊŜΩǎ ƭŜŀŘŜǊǎƘƛǇ Ƴǳǎǘ buy into the strategy for the long run. A strategy is not something you 
try, it is something you do. 9ȄŜŎǳǘƛƴƎ ƻƴ ŀ ŘŜŦƛƴŜŘ ƳŀǊƪŜǘƛƴƎ ǎǘǊŀǘŜƎȅ Ŏŀƴ ōŜ ŀ ǎǘƻǊŜΩǎ ƎǊŜŀǘŜǎǘ ŎƻƳǇŜǘƛǘƛǾŜ 
advantage. 
 
Dennis Galbraith is the owner of RevenueGuru.com. His marketing and consulting services are the best 
available to dealers and dealer groups. National rates are very affordable for dealers seeking to sell at least 200 
vehicles per month. Dennis can be contacted at 910-339-9700 or DennisGalbraith@Gmail.com.  
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