VALUE CREATION SELLING 

Value Creation Selling is a new model for the retail automotive industry. Value Creation Selling (VCS) allows sales consultants to create optimum customer value during the sales presentation through empowerment and knowledge. VCS sales consultants always do what’s best for the consumer - becoming their advocates. Sales presentations are no longer purely transactional – they primarily rely on creating value for each individual customer as the lever to close sales.  The VCS process employs a very limited negotiations model:  all negotiations are conducted by sales management. 

By eliminating the need for dealerships to seek out sales consultants with negotiation skills, stores recruit a higher caliber of sales consultant. The VCS process relies on sales consultants’ presentation skills to create more conquest and incremental sales at higher grosses, eliminating the traditional method of “deal desking”.

The VCS Process

In the VCS model, dealers put a discounted market-based-value price on every vehicle. The pricing is based on local dealer averages and market conditions (supply/demand). This value price has a slightly higher gross profit than your store is currently achieving. The VCS consultant’s sole mission is to create as much value as possible to the discounted price on the vehicle. Sales consultants receive a higher level of compensation if they don’t have to discount the value price. If they cannot close the deal, they turn it over to management who has one opportunity to negotiate a final figure (normally based on a business rule of no more than a $300 negotiation). This process is now value-laden and fast, but still allows limited negotiations to be conducted by management. The traditional layer of desk management (and closers) is eliminated and replaced by either team leaders or sales managers, thus reducing the dealership’s selling expense.

Compensation and Recruiting

By definition, dealers are seeking good negotiators to represent them on the showroom floor - something our society doesn’t produce in volume.  By eliminating negotiations, dealerships can focus on recruiting quality sales consultants with natural sales skills - people that can be developed to transact the majority of the sale. 

VCS consultants are paid a salary plus escalating flat fees per vehicle sold, plus a bonus if they can sell a vehicle without discounting it from the value price. This compensation plan focuses the sales consultant on achieving volume sales. This type of pay plan eliminates the inadequacies found in the traditional gross profit pay plan including:

· Paying the most money for the easiest cars to sell (why do you do that??)

· The loss of enthusiasm when a sales consultant knows they are on a “mini” deal (easily half of the deals in most stores)

· The difficulty in explaining the gross profit pay plan to new recruits with no auto experience (imagine a new sales consultant trying to explain your pay plan to their spouse!)

NOTE: Most VCS stores offer a significant training salary that lasts at least two months during the training and development process.

The Consumer Defines Value, Not the Seller

Today, every successful retail model depends on sales consultants to create a differentiating experience to not only outperform the competition, but to optimize productivity, profit margins and owner retention – which is the guts of VCS.

The VCS process focuses on selling automobiles to customers who desire a value-laden, fast sales process facilitated by highly knowledgeable sales consultant advocates. Bottom-feeding customers who only seek the best “deal” won’t buy from a VCS store. 

The VCS store markets to “high value purchasers” - consumers who are interested in product solutions and applications and who put a premium on advice and help. They expect salespeople to give them a new understanding of needs and options. They will willingly invest time, effort and cost in working with knowledgeable salespeople to create customized solutions - and in the end, willingly pay more for the experience. 

Value can be defined as cost minus benefits. Investing time to understand the prospect’s needs, using technology to get exact answers to questions, and following up with additional information that will help the decision-making process, are clear consumer benefits. Product and customer knowledge is what differentiates a VCS store - creating a competitive advantage

Although most shoppers have done a lot of homework before entering a car-store, they often need a sales professional to help them sort through all the information they have gathered.  The VCS organization creates value by raising awareness of some of these hidden factors, adding insight to customers’ decision-making process problems while developing unique and innovative solutions.

Improving Grosses

A retail maxim is that when you add value to a transaction you can charge more. VCS is based on improving grosses through value creation.  There are a number of ways to create customer value including:

· Recognition of Needs: Helping customers understand their problems, issues, and opportunities in a new or different way, expanding their knowledge-base.

· Evaluation of Options: Helping customers arrive at new or better solutions to their problems than they would have discovered on their own. Great sales consultants create “discovery solutions” that the guest didn’t know or understand before the sales consultation

· Purchase Agent: Acting as the customer’s advocate inside the dealership. Sales consultants efficiently use time by providing customized solutions that take into account every prospects individual needs.

Training Opportunities

 Below find three training opportunities that will allow sales consultants to improve your store’s gross profits:

1. Extreme Product Knowledge: Customers enter your facility with a significant amount of product knowledge. It is the job of the VCS sales consultant to add additional layers of information/knowledge - especially when it is applied to how the customer will use the vehicle.

2. Caught Between Products: The vast majority of customers are “caught between products”. These “caught between products” situations provide ample opportunity for sales consultants to add significant value including:

· New versus pre-owned/CPO
· Competitive products in the same segment (Camry vs. Accord)
· Conventional loans versus leasing
3.  Financial Counseling: VCS consultants, just like in real estate, address and provide financial counseling throughout the sales process. The goal isn’t to replace the F/I Producers, but to help customers land on highly affordable products early in the sales process.
Creative Destruction

One of the primary tenets of capitalism is the need for “creative destruction”. Now is the time in the retail auto arena when this tenet needs to be applied. Whether it is VCS or some other form of sales model re-engineering, dealers owe it to themselves and the industry to tear apart last century’s sales model and replace it with a sales consultant-centric model that adds value for every consumer that enters a showroom. 

