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WELCOME       Australian Automotive Dealer Association

FROM THE AADA CEO

David Blackhall
AADA CEO

A lot continues to happen in our motor 
industry space. 

We have been in substantial 
dialogue with ASIC regarding their views 
and proposed regulatory changes to flex 
commission arrangements. We now 
know that ASIC have a much broader and 
complete view of how our arrangements 
work and we have demonstrated to them 
that we are subject to the same competitive 
forces as all other providers. Indeed in 
our submission, a comparison compiled 
by AADA, we show that the average rate 
charged by new car Dealers is comparable 
with banks and, in fact, is marginally lower 
than them. We now await ASIC’s findings 
and trust they will come up with a balanced 
and commercially sensible position. 

AADA believes the vast majority of its 
members have always acted in accordance 
with the regulator’s guidelines. Clearly 
there are limited examples of outliers and it 

Welcome to the latest edition of 
Automotive Dealer magazine, 
packed, as usual, with informative 

and useful information and updates. In 
this edition you’ll find articles from our 
editorial team on key policy issues relevant 
to franchised Dealers – and there are many 
issues facing our Dealers. 

The Federal Government has released 
Exposure Draft legislation containing 
significant amendments to the Competition 
and Consumer Act 2010, including the 
introduction of an ‘effects test’. We are 
examining the Exposure Draft Bill and its 
potential ramifications.

FROM THE AADA CHAIRMAN

Terry Keating
AADA Chairman

is, we believe, this conduct that has caught 
the eye of ASIC.

A more recent announcement by ASIC 
concerns commission on certain add-on 
insurance products. The premiums for 
some of these products are open-ended 
but  nevertheless subject to the usual 
competitive pressure.

ASIC have announced that a cap of 20% 
commission on these products will apply 
from 1 July 2017. AADA was not involved 
in any discussions with ASIC prior to the 
announcement.

We have since been contacted by ASIC, 
who have offered to brief us on their 
reasons for their decision. We will keep 
members informed of any developments.   

Members will be aware that our CEO, 
David Blackhall, filled this role in an 
acting capacity for the period June, July 
and August 2016. The AADA board at its 
September board meeting has confirmed 
that David was offered and has accepted the 
role on a permanent basis. I am sure you 
will join me in congratulating David on his 
appointment.

As the AADA matures and achieves 
financial stability we will continue to add 
to our resources in important but cost-
effective ways. Two recent examples are 
the addition to our team of a Canberra-
based political strategy and lobbying firm 
(Capital Hill Advisory) and the formation 
of a consultative group to explore ways to 
maximise the benefit of our relationships 
with the FCAI and the state MTAs. By 
working together we have the opportunity 
to speak with a unified voice and magnify 
our political influence.

Finally, our annual conference was held last 
month in Melbourne. It was well –attended, 
but if we are ever to emulate NADA we 
need a lot more support from DPs.

As part of the conference we held our first 
AGM and details are available on our 
website. Most notably, your association is 
now debt free and has visibility of a viable 
income stream. Our financial viability has 
a direct correlation to our ability to pursue 
policy and advocacy matters on your behalf. 
As an example, the amount of flex finance 
commissions at risk from a worst case 
scenario outcome on a national basis would 
equate to annual membership fees x 1,000.  

We update you on the latest regarding the 
investigations into our industry by the 
ACCC and ASIC, and we have a special 
feature detailing the highlights from 
AADA Convention 2016 – an important 
resource if you were not able to attend in 
person.

I personally found the presentation by 
Senior Google Executive David Tully one 
of the absolute highlights of the specialist 
sessions. David gave us a glimpse into 
a future world which is literally on our 
doorstep – a world where failure to align 
your Dealer marketing and advertising 
spending with the consumption patterns 
of today’s consumers could result in 
catastrophic loss of customer traffic. I 
strongly recommend you take the time to 
catch up on his thoughts in this edition. 

Another highlight was the presentation 
by leading demographer Dr Bernard Salt, 

who gave great insight into the changing 
face of our customer base – including the 
revelation that Baby Boomers continue to 
have the most money to spend.

Our keynote speaker, Mazda Australia 
Managing Director Martin Benders, gave 
us the benefit of his vast experience and 
knowledge, insisting that dealerships have 
a future, but only if they are willing and 
able to adapt to new developments such as 
digitalisation and connectivity.

Speaking of experience, that word emerged 
as the buzz phrase of the Convention, with 
presenter after presenter telling us that an 
‘experience’ is what the modern customer 
seeks, over and above price and product.

With so much going on in our world 
the magazine represents a handy way to 
keep current and for your staff and key 
executives to do the same. Please share it 
widely and enjoy!
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ASIC has told insurers they need to 
address ‘serious problems’ regarding 
the sale of add-on insurance policies 

through car Dealers.

ASIC conducted a three-year review of this 
area and ASIC Deputy Chairman Peter Kell 
said insurers needed to “immediately and 
comprehensibly” address “serious problems 
in the market”. 

“ASIC will be undertaking further work, 
including potential enforcement action, to 
ensure that this market delivers acceptable 
outcomes for consumers,” Mr Kell said. 

“We will also be looking at how insurers 
can refund consumers who have been sold 
inappropriate products.”

ASIC’s media release of 12 September 2016 
stated that ASIC is putting general insurers 
on notice that they need to improve 
consumer outcomes by making substantial 
changes to the pricing, design and sale 
of add-on insurance products or face 
additional regulatory action. 

The key commitments ASIC are seeking 
from insurers are:

• A significant reduction in the amount 
of commissions paid to anyone who 
on-sells an add-on insurance product 
through car Dealers

• A significant improvement in the value 
offered by these products, through 
substantial reductions in price and 
better product design and cover

• A move away from single upfront 
premiums that are financed 
through the loan contract, given the 
adverse financial impact this has on 
consumers

• Providing refunds to consumers 
who have been sold policies in 
circumstances that were unfair, such 
as where a policy has been sold to a 
consumer who was never eligible to 
claim under the policy.

Insurers have notified ASIC that they 
intend to implement a 20 per cent cap on 
commissions and also provide ASIC on a 
regular basis with data on prices, premiums 
and claims so that ASIC can monitor the 
impact of changes on consumers.

ASIC PUTS INSURERS ON NOTICE IN THE 
SALE OF ADD-ON INSURANCE THROUGH 
CAR DEALERS

http://www.coderedmarketing.com.au
http://www.coderedmarketing.com.au
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AADA continues to work with 
the Australian Securities and 
Investments Commission (ASIC) 

relative to ASIC’s review of Finance and 
Insurance arrangements in the retail 
automotive industry.

AADA is working closely with ASIC in an 
attempt to address the regulator’s concerns 
about consumer harm and unfair conduct 
in the provision of motor vehicle finance by 
Dealers as agents for the financiers.

Following the release of ASIC’s first 
consultation paper in late 2015, AADA 
formed a sub-committee of specialists in 
F&I, including AP Eagers, AHG, Dealers, 
BDO and HWLE Lawyers.

The sub-committee prepared a confidential 
submission and lodged it with ASIC on 

TALKS CONTINUE WITH ASIC  
ON F&I REVIEW

The add-on insurance products reviewed by 
ASIC include:

• Consumer credit insurance – insures 
a consumer’s capacity to make 
repayments under a credit contract, 
including insurance against the 
sickness, injury, disability, death or 
unemployment of the consumer.

• Loan termination insurance or 
‘Walkaway’ insurance. This is similar 
to CCI but is more restrictive, as 
the main benefit is payable only if 
the consumer returns the car to the 
Dealer. It means the insurance doesn’t 
help the consumer keep the car if they 
become disabled or sick.

• GAP insurance – provides cover 
for the difference between what a 
consumer owes on the car loan and 
the market value paid out under their 
comprehensive car insurance, if they 
write off their car.

• Tyre and rim insurance – provides 
cover for the cost of repairing or 
replacing tyres and rims if they are 

damaged as a result of blowouts, 
punctures or other road damage.

• Mechanical breakdown insurance – 
often referred to as extended warranty. 
This typically covers the cost of 
repairing or replacing parts of the 
car as a result of mechanical failures 
after the manufacturer’s warranty has 
expired.

AADA welcomes any initiatives that 
provide improved regulatory transparency 
and clarity and is concerned about the 
highly selective approach adopted towards 
the Dealers by ASIC. Motor vehicle Dealers 
sell insurance products created by the 
insurance industry at premiums nominated 
by the insurers on the relevant rate cards.

AADA CEO David Blackhall stated that 
our members believe sound regulatory 
frameworks require consistency, equity and 
fairness across all products and channels 
within a particular sector – in this case 
the insurance industry. The singling out of 
some point of sale ‘add-on’ products and 
the exclusion of others is concerning for 
our members.

At no time during the ASIC review was 
AADA invited to discuss or make a 
submission on the issues raised in ASIC 
Report 492 released on 12 September 2016.

The limitation of commissions to 20 
per cent will result in reduced income 
to dealerships and the definition of 
‘commission’ is one issue that AADA is 
concerned about. Dealerships provide 
facilities, staff and training to enable 
insurers to sell their products, as well as 
ancillary services, at the time of sale of a 
motor vehicle. Reimbursement of these 
actual expenses should not be subject to a 
20 per cent limitation.

There is also the question of whether the 
removal of ‘reverse competition’ will result 
in lower premiums to consumers, which 
may lead to the increase in the price of a 
motor vehicle and affect the sustainability 
of dealership operations.

AADA has asked for a meeting with ASIC 
to gain a better understanding of the issues 
raised in their report.

11 March 2016, including reference to 
modelling by BDO on the financial impact 
on the Dealer network.

ASIC released its second consultation 
paper on 3 June 2016. The ASIC Regional 
Commissioner asked for a copy of the 
financial model. A meeting, led by Deputy 
Chairman Anthony Altomonte, took place 
in Sydney with ASIC on 8 June 2016 and 
a range of issues, including the financial 
model, were discussed.

ASIC subsequently asked AADA to address 
three questions: 

1. Provide a model with no prohibitions 
up to 300 basis points; 

2. Noting that car sales rose about 3.6 
per cent from May 2015 to May 2016, 

will profitability also go up by 3.6 per 
cent, and

3. Noting that the average loan term 
is 32 months, would the majority of 
consumers trade-up to new cars (so 
that longer terms could be expected to 
result in slightly fewer car sales).

AADA’s response to these questions was 
submitted on 22 July 2016, and included 
detailed modelling by BDO with the 
assistance of Andrew Bunce of AP Eagers. 
The modelling included impacted’ 
commissions based on volume-based 
incentive (VBI) based on net amount 
financed (NAF). This indicated that any 
decline in NAF will result in a decline in 
VBI.

AADA’s response also included an 

POLICY       Australian Automotive Dealer Association 
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independent paper by Dr Rhonda Smith, 
Senior Lecturer in Economics at the 
University of Melbourne. In her opinion, 
“so long as information about the terms 
on which credit is available is accessible 
and transparent and consumers undertake 
some research, competition between credit 
suppliers will constrain the interest rate 
that car dealers can charge. This means 
that flex-commissions influence the relative 
return to dealers versus finance companies 

but has little, if any, impact on consumers”.

AADA had a second meeting with ASIC 
in Canberra on 17 August 2016, with 
CEO, David Blackhall; Deputy Chairman, 
Anthony Altomonte; Andrew Bunce, AP 
Eagers; Mark Ward, BDO, and Policy 
Director, Michael Deed, in attendance.

AADA indicated a willingness to work 
with ASIC to address ‘outliers’ assist in 

the implementation of a positive credit 
reporting system, outlined an alternate 
arrangement using a ‘base rate’ reference 
model and drew their attention to 
dealership agreement incentives based on 
achieving customer satisfaction ratings and 
‘penalties’ for not utilising OEM finance 
facilities.

ASIC indicated it had arrived at a position 
on origination fees paid by financiers and 
that a position paper would be prepared in 
due course.

ASIC’s position can be summarised as:

• ASIC maintains its view that flex-
commissions create an inherent risk of 
unfair conduct with a disproportional 
impact on vulnerable (but not credit 
impaired) consumers.

• ASIC considers that even a small 
gap between the base rate and the 
maximum interest rate causes 
financial harm.

• ASIC considers that a prohibition on 
flex-commissions could commence on 
1 February 2018, allowing a transition 

http://www.fuchs.com.au
http://www.fuchs.com.au
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It’s not a question of ‘if ’ but ‘when’ serious 
accidents are caused by the failure of a 
faulty counterfeit replacement part – a 

potential problem AADA believes can be 
avoided.

Australia is at the stage where nobody 
really knows how many fake and faulty 
parts are circulating, but it’s clear the 
importation of counterfeit parts is getting 
out of hand.

Substitution, pirating, copying, counterfeit 
– call it what you want – the practice of 
installing counterfeit replacement parts 
is deceitful. Some repairers are getting 
away with passing off counterfeit parts as 
genuine, while other repairers are victims 
of innocence, believing damaged parts 
they replace when repairing vehicles are 
genuine because they are sold to them in 

NON-GENUINE PARTS AND ACCESS TO 
SERVICE AND REPAIR INFORMATION

car manufacturers’ branded boxes.

We respect the right of consumers to 
decide where they want their vehicles to be 
serviced and their right to choose their own 
repairers. They have the right to request 
non-genuine budget replacement parts – 
but they must understand they are doing so 
at their own risk.

In 2014, peak bodies in the automotive 
industry entered into a voluntary Industry 
Agreement on Access to Service and Repair 
Information.

It’s disappointing that the Australian 
Automotive Aftermarket Association 
(AAAA), a signatory to this Agreement, 
has already broken ranks, lobbying 
the Government with misinformation, 
implying Dealers insist that new car 

owners must have their vehicles serviced 
at authorised dealers only, and publicly 
stating that their members cannot access 
information to service vehicles. If that were 
the case, how are they still in business?

Naturally they would not mention Dealers 
have invested millions of dollars in 
specialised tools and computerised systems 
that the AAAA want to access at low or 
no cost. The information and tools are 
available, but we suspect there is a hidden 
agenda. Independent tests have shown 
that non-genuine parts are not compatible 
with the safety systems of a modern motor 
vehicle.

We have stuck by the rules, as has the 
FCAI, but the misinformation campaign 
continues. The Industry Agreement is not 
broken and contains dispute resolution 
mechanisms which should be tested prior 
to any regulatory intervention. It would be 
a crying shame if this step were not taken.

The AADA supports the Industry 
Agreement signed by industry peak bodies 
in 2014, but our concern is that while 
millions of dollars of fake parts are being 
fitted to vehicles, there is a greater risk of 
serious road accidents occurring.

In the interests of consumer safety we 
don’t want to see the industry destroyed 
in the same way that pirates have done by 
continuing to import designer clothing 
labels, perfumes, watches, handbags 
and other fashion accessories such as 
sunglasses.

period of 18 months.

• In the transition period, ASIC 
considers the interest rate should be set 
at no more than 150 basis points above 
the base rate commencing 1 November 
2016.

• On origination fees, ASIC considers 
that the risk of origination fees 
being unfairly increased is real and 

substantial. ASIC does not accept 
that disclosure would address its 
concerns about unfair conduct.

• ASIC is preparing to address its 
concerns through a ‘legislative 
instrument’. It should be noted that 
a ‘legislative instrument’ is subject to 
Parliamentary oversight.

• ASIC has acknowledged that its 

proposed changes will not affect 
novated leases and other commercial 
lending arrangements.

AADA has been actively addressing these 
issues on Dealers’ behalf. This is without 
doubt the single most significant regulatory 
challenge we face, but Dealers should 
rest assured that this matter remains the 
highest priority on the AADA team policy 
agenda.

POLICY       Australian Automotive Dealer Association 
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As we move ever-closer to the 
inevitable introduction of 
automated vehicles on our roads, 

the National Transport Commission 
(NTC) is investigating regulatory options. 
In the US, Federal highway-safety 
regulators sent a dual message about the 
prospect of self-driving cars on the roads, 
encouraging experimentation with the 
nascent technology but cautioning against 
proceeding too fast. (Source: The Wall Street 
Journal)

Automated vehicles are already having 
a significant impact on markets, public 
policy and the community. “The line 
between technology and automotive 
industries is blurring. The rise of rideshare 
companies such as Uber and Lyft means 
that transportation is being tied ever 
more closely to your cell phone, while 
autonomous driving technology is turning 
your car into a computer. But these 
developments are expensive: Carmakers’ 
R&D budgets jumped 61 percent to $137 
billion from 2010 to 2014.” (Source: Alex 
Webb and Chole Whiteaker, 28 June 2016)

THE MERGING WORLDS OF  
TECHNOLOGY AND CARS... 
NTC CONSIDERS REGULATORY OPTIONS  
FOR AUTOMATED VEHICLES

our current regulatory regimes can support 
trials and conditional, highly or fully 
automated vehicles will result in:

• improved understanding of the current 
regulatory system and its ability to 
continue to support increased vehicle 
automation

• identification of any regulatory or 
operational barriers to be removed or 
overcome and potential time pressures 
or options

• a nationally-consistent approach for 
increased vehicle automation with a 
single regulatory approach (as far as 
possible with emerging technology).

The NTC is engaging with manufacturers, 
technology providers, policy-makers, 
road agencies and community groups to 
identity and address the regulatory issues. 
It released a discussion paper in May 2016, 
seeking stakeholder feedback on options 
to address regulatory barriers to increased 
vehicle automation. The discussion paper:

In Australia, the 
NTC is working 
on clarifying what 
is required for the 
different levels of 
automated vehicles 
to legally operate 
across Australian 
jurisdictions in order 
to support innovation, 
investment and 
consumer confidence.

Examining whether 

http://www.dealersolutions.com.au
http://www.dealersolutions.com.au


• identified key issues based on 
a comprehensive legal audit of 
Commonwealth, state and territory 
legislation;

• summarised stakeholder feedback 
to the NTC issues paper, Regulatory 
barriers to more automated road and 
rail vehicles (NTC, 2016), and

• discussed potential options to address 
the identified issues.

Vehicle manufacturers are progressively 
introducing higher levels of automation. 
Gradually we are getting closer to the 
commercial deployment of vehicles that, 
in certain scenarios, can drive themselves 
without human intervention or monitoring.

These concepts have raised questions about 
whether Australia’s current regulatory 
regime can support highly or fully 
automated vehicles on public roads or 
shared railways. Issues such as interaction 
between road transport, rail safety and 
consumer protection laws, as well as 
liability and insurance and common law 

requirements need to be addressed.

In November 2015 the Transport and 
Infrastructure Council asked the NTC to 
identify whether there are any regulatory 
or operational barriers associated with the 
introduction of more automated road and 
rail vehicles in Australia.

The project will complement other 
research and project activities undertaken 
by Austroads, road agencies and other 
organisations. These include Austroads 
projects related to assessing the safety 
benefits of automated vehicles, any impacts 
on registration and licencing processes 
and any impacts of automated vehicle on 
network infrastructure. 

These organisations will work together to 
ensure a coordinated approach is adopted 
and to can share knowledge and outcomes.

A relevant extract from the KPMG Global 
Automotive Executive Survey 2016 is 
reproduced below:

Does using auto-pilot mean losing sight?

The majority of survey respondents see self-
driving features as an absolute purchasing 
criteria, or at least expect it to become 
more important by 2030.Survey results 
suggest that in a world of autonomous 
driving classical differentiating factors 
will diminish in favour of total cost 
of ownership (TCO), questioning the 
sustainability of the traditional automotive 
business model.”

The sustainability of the traditional 
automotive business model should be 
given serious consideration by Dealers 
and, according to KPMG, “autonomous 
vehicles will give passengers the chance 
to use their time more efficiently while 
commuting. Webb and Whiteaker state ‘It 
costs an average of $8,558 per year to own 
a car in the US, but each vehicle is used just 
4 percent of the time. Ridesharing in an 
autonomous vehicle could ensure that cars 
are always in use.’”

Something to think about.
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COMPETITON LAW AMENDMENTS: 
EXPOSURE DRAFT CONSULTATION

The Australian Government, on 
5 September 2016, released the 
Exposure Draft and Explanatory 

Materials for the Competition and 
Consumer Amendment (Competition Policy 
Review) Bill 2016, which notably features 
the introduction of an ‘effects test’ to 
the Competition and Consumer Act 2010 
(CCA).

The Exposure Draft comes in response 
to the more than 140 submissions to the 
Australian Competition Policy Review 
(Harper Review) Final Report released 
on 31 March 2015. AADA provided a 
submission to this review, which can be 
viewed on the AADA website at http://
aada.asn.au/submissions. The Government 
response to the Harper Review was released 
on 24 November 2015 and supported in full 
or in principle 39 of the Harper Review’s 
56 recommendations and a further five 
recommendations in part.

The Government also remains open to the 
remaining 12 recommendations pending 
further review and consultation including 
with the States and Territories.

Recommendation 30 of the Harper Review 
stated the primary prohibition in section 
46 of the CCA should be reframed to 
prohibit a corporation with a substantial 
degree of power in a market from engaging 
in conduct if the proposed conduct has 

the purpose or would have or be likely to 
have the effect of substantially lessening 
competition in that or any other market. 
This is commonly referred to as an ‘effects 
test’.

The Exposure Draft legislation intends to 
introduce an ‘effects test’ and change the 
emphasis from “damaging a competitor” to 
“substantially lessening competition”. 

It also amends the definition of 
“competition” in section 4 of the CCA, 
to ensure that competition includes 
competition from goods and services that 
are or are capable of being imported into 
Australia in addition to goods and services 
that are imported.

Australia operates in a global economy 
and assessment of competition within 
Australian markets must take into account 
the competitive pressures exerted by both 
actual and potential imports of goods and 
services.

Importation of goods and services

The Harper Review noted that while it 
is appropriate that the term ‘market’ is 
defined as a market in Australia, the Act 
should not ignore forces of competition 
that arise overseas and affect markets in 
Australia.

Where a credible threat of importation 

exists, the potential for transactions can 
exert competitive pressure within the 
relevant market in Australia.

With automotive manufacturing in 
Australian coming to an end in 2017, 
this recommendation from the Harper 
Review becomes increasingly important to 
Dealers and the automotive value chains 
whose competition may include goods and 
services that are capable of being imported, 
in addition to goods and services that are 
imported. 

The Harper Review found that although 
the current definition of ‘market’ 
appropriately focuses on Australian 
markets, the definition of ‘competition’ 
causes a narrow focus and does not give 
proper consideration to global sources of 
competition. 

The proposed amendment to section 4 
addresses this concern.

Third line forcing changes

Another recommendation from the 
Harper Review is to prohibit third line 
forcing only where the purpose, effect 
or likely effect is substantially lessening 
competition. The Exposure Draft supports 
this recommendation, which will shift 
prohibition of third line forcing from a per 
se basis. 

Harper noted that third line forcing is 
similar to second line forcing, in which 
a corporation supplies a product on the 
condition that the purchaser acquires 
another product from the same corporation 
or related corporation. This known as 
‘bundling’ or ‘tying’ and will be prohibited 
where the purpose, effect or likely effect 
of the conduct is a substantial lessening of 
competition.

AADA draws Dealers’ attention to the 
proposed amendments and suggests they 
seek professional advice if there are any 
concerns.
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Date of commencement

The amendments outlined in the Exposure 
Draft will commence on a day or days to 
be fixed by Proclamation. However, if any 
of the provisions do not commence within 
the period of six months beginning on the 
day the Act receives the Royal Assent, they 
commence on the day after the end of that 
period.

For the consumer

The National Party has been pushing for 
the effects test in the belief it would protect 
the interests of small business and farmers, 
while the Labor Party, the Business 
Council of Australia and supermarket 
giants Coles, Woolworths and others have 
opposed it. Treasurer Scott Morrison said 
the legislation was not designed to serve 
small or big business, but to protect the 
consumer.

What it means for Dealers

HWL Ebsworth Lawyers have indicated 
that introduction of an ‘effects test’ may 
be relevant to Dealers in dealings with 
financiers. Proving a likely effect on 
competition in court is going to be a hugely 
complex and expensive exercise and in 
practice, which will likely be litigated 
mostly by the ACCC.

In an article on their website, Price 
Waterhouse Coopers advise their clients 
with a substantial degree of power in a 
market to carefully review their decision-
making processes to ensure that relevant 
decisions are captured and evaluated in 
terms of their competitive impact. This 
review should extend to internal controls 
and delegations within corporations such 
that key decision points are flagged for a 
more rigorous competition analysis before 
they are made or implemented.1 

The amendments outlined in the Exposure 

Draft will commence on a day or days to 
be fixed by Proclamation. However, if any 
of the provisions do not commence within 
the period of 6 months beginning on the 
day the Act receives the Royal Assent, they 
commence on the day after the end of that 
period.

AADA

AADA supports amendments relevant 
to the automotive value chain against 
the background of cessation of motor 
vehicle manufacturing in Australia and 
technological changes including hybrid, 
electric and automated vehicles. The retail 
vehicle distribution network business 
model will also undergo change and 
it is important Australia has a robust 
competition and regulatory framework. 

1 O’Malley, Deakin, Chora & Ng 2016, What the 
effects test for section 46 means for you, viewed 
22/04/2016, <http://www.pwc.com.au/legal/
assets/legaltalk/legaltalk-alert-s46-effects-test-
16mar16.pdf>.
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AADA is eager to learn more about 
the market study the Australian 
Competition and Consumer 

Commission (ACCC) has launched into the 
new car retailing industry in Australia.

ACCC Chairman, Rod Sims, said consumer 
issues regarding new car retailing “are a 
priority area for the ACCC” and that it was 
“motivated by a high level of complaints in 
the automotive business”.

AADA CEO, David Blackhall, told the 
recent AADA National Dealer Convention 
that he had “no idea what the analysis of 
those complaints might look like”.

“Are they windscreen wipers falling off or 
transmissions failing five times? No idea. 
And it’s counter-intuitive if you think 
about the ever-rising customer satisfaction 
scores that our dealers get, year after year 
after year,” he said. 

“So I’m a sceptic; I think it’s ideologically 
driven. I think we automatically get the 
black hats because they can assign the black 
hats easily. I don’t think it’s necessarily fact-
based, but I would not have the temerity 
to question Commissioner Sims. If he says 
he’s got a high level of complaints I believe 
him, but show me the level of complaints. 
That’s all I’m asking.” 

“We know nothing more than that broad-

ACCC LAUNCHES MARKET STUDY INTO 
NEW CAR RETAILING INDUSTRY

ranging statement he’s made, and the fact 
that it will take place over the next year or 
so. It’s an open-ended issue as far as we’re 
concerned. It’s a ‘watch and wait’ from our 
point of view. We’re preparing ourselves, 
getting our data together, but we have no 
idea, frankly, what the specifics of this will 
be.”

The market study will be informed by 
a range of enforcement, education and 
research projects focusing on four key 
areas:

• Compliance with consumer 
guarantees obligations and the ability 
of consumers to enforce their rights.

• False, misleading and deceptive 
practices in performance, fuel 
efficiency, fuel consumption and 
emissions.

• The effect on competition and 
consumers of post-sale care 
arrangements (such as servicing).

• Whether consumers and businesses 
could be affected by any restrictions on 
vehicle access to data.

“The ACCC and other Australian 
Consumer Law agencies continue to 
receive from consumers a high volume 
of complaints about defects with 

vehicles, covering a broad spectrum of 
manufacturers. These complaints reveal 
that many consumers are having difficulty 
enforcing their consumer guarantee rights, 
which are in addition to the warranties 
provided by manufacturers,” Mr Sims said.

“Following the Fiat Chrysler Australia 
(Jeep) investigation, the ACCC is 
considering concerns about compliance 
with the consumer guarantee provisions in 
the motor vehicle industry more generally, 
and is looking at complaints and practices 
of specific brands,” Mr Sims said.

The ACCC has under way investigations 
into the car retailing industry, including 
into the Volkswagen emission issues.

The market study will also review 
industry practices in the sector to assist 
in identifying risks to consumers and the 
competitive process.

“Market studies are an important 
complement to the ACCC’s compliance 
and enforcement activities. The ACCC 
published several studies in the past year 
and has new market studies under way, 
including into the cattle and beef sector 
and regional petrol markets,” Mr Sims said.

The ACCC will be seeking information 
from the public to inform its study, as well 
as through collecting data through surveys.

The ACCC will, later this year, release an 
issues paper which will provide detailed 
information on the scope of the study and 
invite written submissions from the public.

A draft report of findings will be released in 
the first quarter of 2017.

AADA has registered its interest in meeting 
with the ACCC in order to gain a better 
understanding of the ACCC’s concerns 
and to clarify any issues such as consumer 
guarantees, which are initially dealt with in 
the Office of Fair Trading or its equivalent 
in the States and Territories.
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Peter Ustinov, the famous British actor 
and raconteur, once said that if ever 
the world blew itself up the last words 

heard would be those of an expert saying it 
could never happen.

As we arrived in London recently to spend 
holiday time with our daughter and her 
husband I was reminded of those words. 
All the experts said Brexit could never 
happen – but guess what? Hello Brexit!

I took the opportunity during that week 
to catch up with Mike Hawes, the CEO of 
the Society of Motor Manufacturers and 
Traders – an organisation that is roughly 
the equivalent of the FCAI in our market. 
I also met with the CEO of the National 
Franchised Dealer Association in the UK 
– a body like the AADA that represents the 
exclusive interests of franchised Dealers.

My main objective in those meetings 
was to understand ‘what good looks like’ 
when it comes to world class advocacy 
organisations. Perhaps we can learn 
important lessons.

But, back to Brexit…

The SMMT, along with just about every 
business organisation in the UK, did not 
see this one coming. Brexit has effectively 
placed government regulatory activity 
on hold while Westminster sorts out the 
path forward – and that will take time and 
careful planning. The net effect in Britain 
is a kind of high level stasis where the big 
end of town is waiting for someone to do 
something. On the flip side, however, in a 
very British demonstration of resoluteness, 
at the retail level people are buying cars at 

BREXIT – THE BIG PICTURE! 
AN UPDATE FROM OUR CEO

about the expected rate and are just ‘getting 
on with business’.

Good to see.

This UK organisation does a tremendous 
amount of work on economic modelling 
and assessing the likely future impact of 
connected cars and autonomous vehicle 
production on the entire automotive value 
chain, including the retail network. For 
example, they already know that 55% of all 
cars produced in Britain this year will be 
connected to the Internet. In just 10 years’ 
time that will rise to 100%.

Meeting with SMMT drove home to me the 
importance of scenario planning. AADA 
needs to be prepared for the unlikely 
events that experts say will never happen, 
as well as trying to predict the impact of 
those we know will definitely happen, 
like connected cars. Being ahead of these 
types of developments means we will be 
better placed to help policy makers and 
governments understand the likely impact 
on our businesses.

We will take this on in partnership with 
our policy advisors Capital Hill Advisory 

and our economic modellers at BDO to 
ensure we’ve thought about the important 
events that could buffet our retail world in 
the next few years.

SMMT deals with a range of issues that 
in many cases are not dissimilar to those 
we face in our market. In many instances, 
however, matters with which we are 
presently wrestling have been resolved – 
not always in ways we might favour.

Two examples are finance and insurance 
sold at point of sale, and the industry 
agreement on access to vehicle information. 
European Union rules have complicated 
the outcomes on both these topics. That 
said, we know that our own regulators look 
at policy settings in the large northern 
hemisphere markets and often take these as 
a template for their own thinking.

It is therefore important for the AADA 
team to understand how these policy 
formulations came about, to analyse 
the differences compared with our own 
market and to craft advocacy to ensure 
inappropriate policies are not adopted just 
because they apply in the UK, Europe or 
North America.

David Blackhall
AADA CEO
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UK-based organisation, the National 
Franchised Dealers Association 
(NFDA), has just released the 

findings of its latest Dealer Attitude Survey, 
conducted in July 2016.

It found that satisfaction with the 
relationship between franchised car Dealers 
and car manufacturers was unchanged 
from last year, with an average score of 6.2 
out of 10.

NFDA’s role is similar to AADA’s. It 
represents franchised car and commercial 
vehicle Dealers, lobbying for their legal 
rights, advising on different aspects of 
the Dealers’ business and working to 
maintain a harmonious relationship with 
manufacturers.

Twice a year NFDA conducts a survey 
that examines how Dealers view the major 
issues currently affecting them, while also 
evaluating how these views are changing 
over time. It also offers franchised Dealers 
and their respective manufacturers a clear 
idea of the balance of opinion held on a 
range of views within their networks.

Dealers were asked to respond to 
questions covering significant aspects 
of their business relationship with their 
manufacturer. From these responses scores 

were produced on a simple 10-point scale 
running from 1 – extremely dissatisfied to 
10 – extremely satisfied.

NFDA Director Sue Robinson said this 
year’s NFDA Summer 2016 survey had 
1,746 respondents from a total participating 
Dealer network of 4,090, which equates to 
a response rate of 43 per cent. This was the 
highest return ever, surpassing last winter’s 
high of 39 per cent. There were 28 franchise 
networks in the survey which represent a 
range of Dealer sizes and ownership types 
from across the UK.

“Twelve networks saw an improvement 
in score, although it is concerning to see 
that a number of franchises have been 
experiencing a continued decline”, Ms 
Robinson said.

The all-important question about the 
overall value of the franchise shows an 
increase in Dealer satisfaction with their 
manufacturers when compared to the last 
winter survey’s results (6.2 vs 6.1), but it has 
remained at the same level as last summer.

• Mercedes is once again the highest 
scoring franchise with an average 
score of 9.5. This is up 0.2 points 
compared to the winter and slightly 
down from last summer’s peak (9.7)

NFDA RELEASES DEALER SURVEY 
RESULTS

• Kia has improved by 0.8 points from 
last winter and is now the second 
placed manufacturer with 9.2 points.

• Lexus has made huge progress from 
summer 2012 when they scored 6.7 
and they are now third with an average 
score of 9.0 points.

• Suzuki and BMW close out the top five 
with 8.9 and 8.1 points respectively.

• The least valued franchises by 
respondents are Citroen, Alfa Romeo, 
Jaguar, Volkswagen and Mitsubishi.

Ms Robinson concluded that average scores 
were fairly neutral and suggested there was 
potential room for improvement. 

“On a positive note, some manufacturers 
appear to have found the correct balance 
and are working successfully with their 
Dealer networks,” she said. 

“Looking at the current short-term 
uncertainty and the possible challenges 
ahead following the Brexit vote, it is vital 
that Dealers and manufacturers continue 
to cooperate and try to strengthen their 
relationship to achieve positive outcomes.”
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BDO Automotive have observed that 
the gap in Dealership profitability is 
widening.

On average, Dealers are achieving a net 
profit to sales of approximately 2% and 
have done so for decades now. However, 
whereas once results were crowded around 

have placed – and therefore the greater 
dependence that Dealers have – on 
achieving manufacturer incentives (for 
stock, target achievement, customer 
satisfaction and non-quantitative 
measures) in order to achieve profitability. 
As a generalisation, ‘smaller Dealers’ are 
unable to leverage the incentives-based 
model to the same extent as their larger 
counterparts; in fact, the incentives-based 
model works against them.

The selling gross of new cars continues to 
decline, which ideally would be substituted 
by incentives achieved, but Dealers do 
not live in an ideal world relative to their 
ability to leverage the incentive-based 
model. Consider this generalisation: larger 
Dealers have the capacity to maximise 
those incentives by, for example, absorbing 
greater volumes of stock (relative to their 
size) to their smaller competitors, which 
then allows them to manage the applicable 
bonuses to offset lost selling gross and, in 
effect, become price leaders in a market 

DEALER PROFITABILITY –  
THE WIDENING DIVIDE

are and will continue to be a challenging 
proposition when it comes to achieving 
profitability at industry averages. To give 
the ‘smaller Dealers’ some definition, we 
refer to them as Dealers with less than 
$20 million annual turnover and a 20% 
combined market share of the brands they 
represent. There are exceptions of course, 
but where one of the above measures is true 
then profitability is likely to be challenging, 
and when both are true then achieving 
profitability is extremely challenging. 

Arguably, the increasing application of 
financial incentives by the manufacturers 
as a method of rewarding the 
behaviours of Dealers to align to their 
own goals continues to drive industry 
consolidation, which further accentuates 
the consolidators’ (typically the ‘larger 
Dealers’) ability to access financial 
improvements and decrease risk.

Should you wish to discuss this observation 
further please contact BDO’s National 
Automotive Leader, Mark Ward, by email at 
mark.ward@bdo.com.au.

that 2%, we have observed over the last five 
years in particular that the results are much 
more scattered, with a greater dispersion of 
individual Dealer results towards the upper 
and lower extremes of the profitability 
band, as demonstrated by the following 
illustration.

Of course there have always been Dealers 
at the extremes, which typically reflects 
management capability, culture, employee 
engagement, fortune of the brand/s and 
geography, but why are we now seeing a 
greater concentration than ever before of 
Dealer profitability toward the extremes?

What is new? What is driving the profit 
divide? Why is the gap widening? 

BDO’s view is that the incentives-based 
model perpetuated by the manufacturers 
is driving the profit divide. That is the 
financial incentive that manufacturers 

that is increasingly 
exposed to the 
customer’s ability to 
compare price using 
the internet as the 
enabler. By contrast, 
smaller Dealers 
have less capacity to 
absorb stock spikes 
and achieve lower 
incentives relative to 
their turnover, yet 
remain at the mercy of 
the price setting in the 
market. In summary, 
their grosses will 
reflect those of the 
larger Dealers but 
their capacity to 
substitute lost gross 
with incentives is 
diminished.

BDO are observing 
as a general rule that 
‘smaller Dealers’ 
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On 12 September 2016 ASIC released 
Report 492 following its review of the 
sale of add-on insurance products 

by car Dealers. In its report, ASIC claims 
it has found that the ‘add-on insurance 
policy’ market sold through car Dealers is 
‘failing consumers’. ASIC’s report comes 
following two other reports about add-on 
insurance products released in February 
2016 and an ongoing investigation by ASIC 
into the pricing, design and sale of add-on 
insurance through motor vehicle Dealers.

In response to ASIC’s report, nine 
companies representing life insurance and 
general insurance providers, who together 
account for the bulk of add-on insurance 
products sold through motor vehicle 
dealerships, have applied to the Australian 
Competition and Consumer Commission 
(ACCC) for authorisation to enter into 
a cartel arrangement to implement a 
proposal to limit commission and other 
payments or benefits paid to motor vehicle 
Dealers for the distribution or sale of add-
on insurance products.

The insurers’ proposal is to limit total 
commissions on all add-on general and life 
insurance products distributed through the 
motor vehicle dealership channel to 20%. 
This includes any financial or other benefit 
in nature of a commission, and any form 
of monetary consideration. It would also 
include payments and benefits that may be 
described as ‘sign on’ payments, marketing 
or advertising subsidies or management 
fees. It would not apply to government 

INSURERS PROPOSE CARTEL RESPONSE 
TO ASIC REPORT ON ADD-ON 
INSURANCE

charges or genuine reimbursements of 
expenses such as education and staff 
training.

The insurers’ view appears to be that it is 
‘inappropriate sales practices’ which are 
the root of ASIC’s concerns, rather than 
the add-on insurance products themselves. 
The insurers’ proposal appears so far to be 
limited to the delivery channel of add-on 
insurance products, rather than making 
any wholesale changes to the products 
themselves.

The ACCC may, under the Competition 
and Consumer Act, allow businesses to 
engage in an anti-competitive arrangement 
(such as a ‘cartel arrangement’) if the 
ACCC is satisfied that the public benefit 
of that arrangement will outweigh the 
public detriment. Decisions on whether to 
authorise are made by the ACCC following 
a public consultation process and a draft 
decision. The final decision must be made 
within six months of an application (in this 
case, by 12 March 2016). 

The insurers’ application to the ACCC 
states that authorising an arrangement 
by insurers to cap commissions paid to 
Dealers would have a ‘tangible public 
benefit’ by reducing incentives from 
improper sales practices and helping to 
ensure that add-on insurance products are 
sold to customers who want them and can 
benefit from them. 

The insurers’ application also states that 
any detriment caused by the proposed 
arrangement is likely to be private, not 
public. Given that ASIC’s report found that 
commissions paid to motor vehicle Dealers 
for the sale of add-on insurance products 
could be as high as 79% in some cases, if 
the insurers’ proposed 20% cap goes ahead, 

it may have a significant impact on the 
revenue streams of motor vehicle Dealers. 
We are not aware of ASIC having released 
any data on the level of commissions paid 
through other distribution channels such 
as banks, credit unions, salary packaging 
companies or on other products such as 
residual value and redundancy insurance.

The ‘private detriment’ may, however, 
extend to insurers insofar as the proposed 
cap on commission may allow insurers to 
lower prices of existing add-on insurance 
products - as costs savings made from 
paying lower commissions to Dealers could 
be applied to reduce the cost of the add-on 
insurance products to consumers. However, 
there is nothing in the insurers’ proposal 
which would force insurers to lower prices 
to consumers. This means that the proposal 
could lead to an increase in profits for the 
insurers as any commissions above the 
proposed 20% cap could just be retained by 
the insurers at the expense of Dealers.

It is unclear exactly how the 20% cap 
on commission will be implemented or 
enforced (assuming it is authorised by the 
ACCC). However, the insurers’ proposal is 
to attempt to implement the cap through 
a voluntary code of conduct entered into 
between the insurers, with any insurers 
who do not sign up to a voluntary code of 
conduct to be reported to the ACCC.

The insurers have proposed that the 20% 
cap on commissions comes into effect 
three months after the date that final 
authorisation is granted and applies for 
10 years or until such earlier time the 
arrangement is superseded by another 
mechanism.

Whilst the insurers acknowledge that there 
will be a detriment to Dealers in the form 
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of reduced commissions, their submission 
to the ACCC states that, ultimately, Dealers 
will be better off if the proposed cap is 
authorised. The reason for this, according 
to the insurers’ submission, is that taking 
no action to address ASIC’s concerns 
risks there being a legislative response 
to prohibit the sale of add-on insurance 
products at the point-of-sale.

The insurers point to the example of 
the United Kingdom, where the sale of 
payment protection insurance is prohibited 
until seven days after a loan has been taken 
out. This, according to the insurers, is a risk 
to both Dealers and consumers, by taking 
away a commercial opportunity to the 
Dealer and leading to ‘under-insurance’ of 
the consumer.

The insurers’ submission is limited to 
the motor vehicle dealership distribution 
channel. The insurers have not proposed to 
lower commissions paid for the sale of the 

same add-on insurance products through 
any other distribution channels - such as 
finance brokers, novated lease or salary 
packaging companies. 

ASIC has publicly acknowledged that a 
cap on commissions would be supported, 
and might make add-on insurance 
products cheaper. However, while ASIC 
has expressed concerns at issues it sees 
as present within add-on insurance 
distribution channels. ASIC’s report also 
expresses concern at the benefits which 
the add-on insurance products themselves 
ultimately confer on consumers (or lack 
of any benefit). ASIC has also stated that, 
in its view, the capping of commissions to 
motor vehicle Dealers is not a panacea and 
will not, without further action, address 
problems ASIC regards as inherent in 
the general market for add-on insurance 
products.

ASIC has given the sale of add-on 

insurance products a significant amount 
of focus in 2016 following a three- year 
investigation without any consultation with 
AADA. Its review of the market is ongoing 
and does not seem to be abating with 
the release of this Report or the insurers’ 
response.

Finally, notwithstanding the insurers’ 
application for authorisation to enter 
into a cartel arrangement, the insurers’ 
application states that this is a precaution 
only, and that no admission is made 
that the arrangement proposed would 
necessarily amount to cartel conduct.

AADA has been invited by the ACCC 
to make a submission in response to the 
insurers’ application to the ACCC and has 
been engaged in discussions with both 
ASIC and the ACCC.

This article was written by Evan Stents - Lead Partner 
and Christian Teese - Senior Associate, Automotive 
Industry Group | HWL Ebsworth Lawyers.

Distributors of major brands such as 
Bosch, Garrett, Denso, BorgWarner, VDO, 
IHI (Clover), Delphi, Holset, Zexel & more.

Warranty repair agents for major OE 
brands including common rail pumps & 
injectors.

Comprehensive turbocharger and diesel 
fuel injection remanufactured exchange 
program saving time & money. 

SALES REPAIR REMAN

TURBOCHARGERS & DIESEL FUEL INJECTION

1 8 0 0  2 8 2  5 3 0
www.mtqes.com.au

NATIONAL SUPPORT NETWORK
1 0  BRANCHES  AROUND AUSTRAL IA

http://www.mtqes.com.au
http://www.mtqes.com.au


The longstanding issue of the GST 
treatment of incentive payments looks 
like it is finally about to come to an 

end.

As readers will know, following the 
litigation on holdback payments and the 
subsequent ‘son of holdback’ litigation on 
other incentive payments, the ATO has 
been paying out refunds to Dealers who 
incorrectly accounted for GST. The ATO, 
from an administrative point of view, had 
to deal with applications for refunds in two 
batches. The first was incentive payments 
of a type covered by the ‘son of holdback’ 
judgment and these have, in the main, been 
refunded to taxpayers. The second batch 
was what is known as ‘outside objection’ 
refund claims, being incentive payments 
that were not close enough to the payments 
specifically addressed in the judgment but 
where the principles of the court’s decision 
meant that these incentives also resulted 
in overpaid GST. The second batch of 
payments are still, in some cases, in the 
process of being repaid. 

It is the finalisation of the second batch of 
‘outside objection’ claims that is the last 
step in resolving this longstanding matter. 
The GST treatment of the vast majority 
of incentive payments has been able to be 
agreed with the ATO and is consistent with 
the ATO’s views expressed in Public Ruling 

GST AND MOTOR INDUSTRY INCENTIVES 
– NEARING FINALISATION?

GSTR 2014/1. However, there remains a 
small number of potentially controversial 
incentives that were provisionally ‘parked’ 
and which now need to be addressed in 
order for all Dealers who lodged refunds to 
finalise this once and for all. These ‘parked’ 
issues are as follows:

1. Demonstrator and service loan car 
incentives

On a close analysis of the ‘son of holdback’ 
judgment, it is the author’s view that a 
number of demo/service loan incentive 
payments are indeed eligible for a GST 
refund. A key principle arising is to identify 
the ‘trigger’ for the incentive payment. 
Where the Dealer becomes entitled to the 
demo/service loan incentive as a result of 
acquiring the vehicle (including registering 
the vehicle in the Dealer’s name as a demo/
service loan vehicle), there should be no 
GST payable on the incentive payment. 

The author accepts that incentive payments 
triggered by the ultimate retail sale of the 
vehicle to a customer are a ‘third party 
consideration’ following ‘son of holdback’ 
and subject to GST. It is the author’s 
contention that other things done in the 
context of demo and service loan cars – 
such as holding for a specified number of 
days, making them available to customers 
for test drives – does not alter this analysis.

2. Certain parts subsidies

Each parts-related payment needs to be 
considered on its own merits to see if there 
has been a supply for GST purposes. In 
the author’s view, some (but not all) parts 
incentives should be eligible for a refund. 

Where obsolescent parts are returned to 
the distributor, while there is a specific 
action required to trigger the payment it 
could also be seen that the payment could 
be compensatory in nature for parts pushed 
onto the Dealer with little or no ongoing 
commercial value. Where obsolescent 
parts are scrapped, then to the extent a 
payment has passed between the Dealer 
and the scrap yard, a GST supply will 

exist, being a supply of the parts. However, 
where the payment by the distributor 
relates to a more general activity, such as 
disposal of a certain level of obsolete parts, 
an argument exists that the distributor 
payment should not be considered as 
consideration for a supply by the Dealer. 
Where a parts incentive directly relates to 
the Dealer meeting specific targets set by 
the distributor, the required link between 
the payment and the supply of a specific 
part is absent in the author’s view.

3. Advertising incentives

With respect to advertising co-payments 
and subsidies, determining whether a 
payment is consideration for a supply by the 
Dealer depends on a careful examination 
of each arrangement (of which there are 
many variations). The more specific the 
prescriptions attached to an advertising 
support program, the more likely will it 
be that the required link exists and the 
payment will be consideration for a supply. 
The variation between programs means 
that it is impossible to adopt a generic 
position on their GST treatment. Again, 
however, the author’s view is that some GST 
refunds do exist for some marques under 
this category.

Watch this space

So there are only three categories of 
incentive payment – or more accurately 
sub-categories within each category – that 
require further discussion with the ATO in 
order to finally put the GST and incentive 
payments matter to bed. It is expected that 
the ATO will be in a position to finalise 
these three matters within the next couple 
of months. 

The views of the author may still be 
challenged by the ATO and readers should 
seek specialist tax advice if in doubt about 
their entitlement to refunds in respect of 
GST and incentive payments.

AADA will keep its members updated as 
these matters progress.
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Doug Tredinnick
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Next January sees a significant 
milestone, with the 100th 
anniversary of the formation 

of the world’s largest retail automotive 
association, the USA’s National Automotive 
Dealer Association (NADA).

This is a hugely important occasion, 
not just for US Dealers but for Dealers 
worldwide. NADA sets the bar incredibly 
high for organisations like AADA to 
follow and learn from as leaders of our 
industry and advocates for the interests of 
franchised automotive Dealers, and AADA 
can’t wait to celebrate with our ‘big brother’ 
organisation.

NADA TURNS 100!

History

NADA was formed in 1917 when a group 
of 30 Dealers got together in an attempt to 
lower luxury car taxes, a cause with which 

between Dealers and manufacturers. 
NADA is the Dealer’s advocate in Dealer/
manufacturer relations, addressing 
concerns with manufacturers and 
distributors. 

The NADA semi-annual Dealer Attitude 
Survey identifies areas of concern, and the 
results are reviewed for further action with 
Dealer councils and senior management 
at each manufacturer. Each year NADA 
also hosts high profile industry forums in 
New York City and Los Angeles, focusing 
on the latest issues affecting Dealers, 
manufacturers, suppliers, analysts, the 
media and others in the industry.
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NADA
NEW ORLEANS - JANUARY 26-29, 2017

Australian Dealers can readily empathise. 

The group travelled to Washington, DC and 
successfully lobbied the US Government to 
lower the LCT from five per cent to three 
per cent, arguing that the automobile is a 
necessity of American life, not a luxury. 
From that group effort NADA was born 
and has not looked back since.

The group decided to form a permanent 
union to represent the nation’s 15,000 
automobile Dealers. In July 1917, 130 
dealers met in Chicago where they elected 
George Browne of Milwaukee to be NADA’s 
first president.

Advocacy

Over the past century NADA has 
represented dealerships before the US 
Congress and other government agencies in 
its chief role as an advocacy association. 

It continues to have its finger on the pulse 
of legislation affecting the automotive 
retail industry, including issues such as 
auto finance, tax policy, vehicle commerce, 
fuel economy and the 
environment, as well as 
grass roots matters.

NADA also serves 
Dealers by following 
pricing trends on new 
and used vehicles.

Industry relations

NADA also works 
to improve relations 
and communications 

1917 Chairman George Browne

1939 Banquet



Consumer guide

In 1933 NADA first published its Official 
Used Car Guide, which has become the 
bible for used car buyers throughout the 
USA. NADA Guides provide information 
for consumers regarding vehicle pricing 
for new, used and classic cars, as well as for 
motorcycles, boats, recreational vehicles 
and manufactured homes. 

In 2015 NADA sold the rights to the Guide 
to JD Power.

NADA regularly issues reports and press 
releases about the automotive market, such 
as analysis of the hybrid car market.

Community

In 1975 NADA established the National 
Automobile Dealers Charitable Foundation 
(NADCF). In the past 41 years NADCF has 
given more than $US9 million to various 
groups and organisations. NADA has also 
established numerous fund and grant 
programs to help communities.

Convention

The world’s largest gathering of auto 
industry professionals is attended by more 
than 20,000 people. The 2017 event will be 
held from January 26 to 29 in New Orleans. 
AADA will run its annual study tour to the 
world’s largest auto industry convention 
and we can’t wait to get over there and get 
involved.

There is no better city in the world in 
which to celebrate than New Orleans, with 
its Mardi Gras atmosphere, legendary 
music scene and eclectic mix of people and 
cultures.

As usual, AADA has put together an 
exciting program for this business-centric 
tour, with a little relaxation time set aside 
to enjoy being in one of the world’s great 
party cities.

Delegates will also enjoy an exclusive range 
of premium add-on benefits that no other 
organisation can match.

Official NADA 100 Year celebration party

Join delegates from all over the world in 
celebrating 100 years of the world’s largest 
auto industry association. Held at the 
fabulous Mardi Gras World, with special 
guest band Foreigner, this is a chance to 
network or just let your hair down and 
enjoy the ‘all you can drink, all you can eat’ 
buffet. All transportation provided.

AADA international industry relations 
dinner

For the third year AADA will play host 
to this acclaimed gathering of leading 
industry figures from the International 

Dealer Association Working Group.

Special guest speaker will be none other 
than NADA chairman Jeff Carlson, a man 
with more than 40 years of experience in 
the automotive business, including owning 
Ford and Subaru dealerships.

Galatoire’s Restaurant is a Bourbon Street 
institution dating back to 1905. Specialising 
in French Creole cuisine, the restaurant 
is still run by the fourth-generation 
descendants of founder Jean Galatoire. In 
2004 esteemed culinary organisation, the 
James Beard Foundation, lauded Galatoire’s 
as the ‘outstanding restaurant’ in the USA.

Enjoy the magnificent food, fine wine and 
outstanding company and take the chance 
to pick the brains of some of the leading 
minds in the retail automotive world.

Be a part of it

If you care about your industry and want 
to be the best Dealer you can be, there is 
no excuse to miss this incredible occasion. 
With hundreds of exhibitors, thousands 
of Dealers and some of the world’s leading 
business and automotive speakers as well as 
world-class entertainment, this is a must-
attend event. Book your place today and 
join us in New Orleans!

Expo floor at the 1980 NADA Convention.



OR REGISTER YOUR INTEREST WITH:

Corporate Blue Travel Management  

Phone: (+61 3) 9578 6555

Terence Harris: terence@corporateblue.com.au

www.corporateblue.com.au

• 4 nights (twin share) accommodation 
at the 5-star Omni Royal hotel

• All applicable taxes and gratuities

• NADA Dealer registration

• Arrival breakfast function with  
pre-arranged registration hand-outs

• Dealership tour

• Dedicated AADA workshop at NADA

• World’s biggest auto industry trade expo

• NADA 100 years anniversary function

• AADA international relations dinner, 
including international speakers

• Farewell cocktail function

• All meals, beverages, staffing and 
transportations necessary for all functions

• Unrivalled networking and business-
building opportunities

• Opportunity to experience the   
     world-famous, culture-rich, French        
      Quarter, with its music, history, tourist  
       attractions and grand buildings.

$4,250PER PERSON  

TWIN SHARE INCLUDES:

SINGLE ROOM SUPPLEMENT: $762 
EXTRA NIGHTS: $382 PER 
ROOM PER NIGHT

AADANADA
S T U D Y  T O U R  2 0 1 7

NADA
NEW ORLEANS - JANUARY 26-29, 2017

R E V I E W S  •  S O C I A L  M E D I A  •  R E P U TAT I O N

P R O U D LY  PA R T N E R E D  W I T H P R O U D LY  S P O N S O R E D  B Y

REGISTER ONLINE NOW AT 
WWW.AADA.ASN.AU

The AADA’s annual study tour to the world’s largest auto 
industry convention has a special flavour in 2017, with NADA 
celebrating 100 years of operation. 

There is no better city in the world in which to celebrate than 
New Orleans, with its Mardi Gras atmosphere, legendary music 
scene and eclectic mix of people and interesting cultures.

As usual, AADA has put together an exciting program for this 
business-centric tour, with a little time set aside to enjoy being 
in one of the world’s great party cities.

Delegates will also enjoy an exclusive range  
of premium add-on benefits that no other  
organisation can match.

http://www.cvent.com/events/aadanada-study-tour-new-orleans-2017/event-summary-d7cea5825aac4e23a23ab997f0872525.aspx
http://www.cvent.com/events/aadanada-study-tour-new-orleans-2017/event-summary-d7cea5825aac4e23a23ab997f0872525.aspx
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WHAT’S Realise it or not, every new 
car Dealer is an ANCAP advocate. 
A car’s safety is at the forefront of 

consumers’ minds, so this needs to be at 
the forefront of the sales conversation.  

As part of our work to assist with this and 
maximise consumer engagement with 
Dealers on the topic of new car safety, 
ANCAP debuted its brand new safety 
ratings search kiosk at the 2016 AADA 
Convention in Melbourne last month.

The search kiosks provide dealerships with 
a digital showroom asset that displays 
the ANCAP safety ratings and crash-
test photos and videos for not only the 
marques sold by that dealership, but also its 
competitors. This presents an opportunity 
for Dealers with top safety performers 

WHAT IS YOUR ANCAP?

in their model range to leverage a sale 
through competitive advantage. This 
becomes even more advantageous with 
ANCAP’s ‘datestamped’ ratings, which 
identify models that have achieved top 
safety ratings under increasingly stringent 
test criteria.

The kiosks fittingly carry the question, 
“What’s your ANCAP?” – a hook that 
engaged AADA Chairman Terry Keating 
and CEO David Blackall.

Dealership brand exposure has also been 
considered in the kiosk design, with the 
logos of both the dealership and vehicle 
brands to feature prominently.

ANCAP safety ratings search kiosks are 
just the first element in a dedicated Dealer 
toolbox that will provide dealerships with 
targeted content to help secure a sale, and 
safety will be an unavoidable topic for 
dealerships that take up the opportunity to 
have one of their crash-tested marques on 
display in their showroom.  

The ANCAP display car roadshow will start 
making its way into showrooms soon.

The Australasian New Car Assessment Program 
(ANCAP) is Australasia’s leading independent 
vehicle safety advocate. ANCAP provides 
consumers with transparent information on 
the level of occupant and pedestrian protection 
and collision avoidance capabilities provided 
by different vehicle models in the most common 
types of serious crashes.

JAMES GOODWIN
ANCAP CEO

Terry Keating - AADA Chairman, James Goodwin - ANCAP CEO and David Blackhall - AADA CEO
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Crenno’s HRT gold medallists in 
“Team of the Century” (1988 -2016)

After a near 30-year connection, the 
major motor sport news story of 2016 has 
been Holden’s removal of the HRT brand 
and financial support from the Walkinshaw 
Performance Group to an opposition 
Holden Team.

The origins of HRT can be traced back to 
exactly 30 years ago.

On 17 September 1986 a crucial meeting, 
coordinated by the planning department, 
took place at GMH Headquarters. My diary 
notes show attendees were Tony Hyde and 
Ray Borrett, Engineering; Roger Gibbs 
and Neil Pogson, Planning; Ed Jaworski, 
Finance, and from Marketing, John Lindell, 
Grant Steers and John Crennan. 

The Agenda was simple: prepare a 
recommendation for the directors around:

1. Should GMH continue to be in motor 
racing? 

2. If so, what was the most advantageous 
way of implementing programs?

This was the start of a series of meetings 
that led to a crucial ‘yes or no’ for Holden 
continuing in motor sport. The Holden 
directors’ decision meeting was set down 
for Friday 5 December  1986. Attendees 
were Chuck Chapman, Managing Director; 

BRAND HRT - THE END OF AN ERA... 
WHEN RACE FANS HEAR HOLDEN DROP 
WALKINSHAW IN FAVOUR OF TRIPLE 888

Ken Clayton, Head of Finance; John 
Loveridge, Head of Marketing, and Don 
Wylie, Head of Engineering, with the 
presenters being Neil Pogson, Planning and 
John Crennan, Marketing.

This is where the connection to HRT 
began, because a key piece in the marketing 
presentation centred on a meeting 
between Ray Borrett, John Crennan and 
Tom Walkinshaw only a month earlier, 
on 10 November 1986, when Tom was 
pitching for our support to compete with 
a Commodore in the World Touring Car 
Championship. 

Whilst nothing came of GMH supporting 
Walkinshaw’s pitch, which centred on 
a ‘no- win no-pay, or win and pay $1m’ 
proposition for GMH, it was serendipitous 
timing for Tom. His meeting at Fishermen’s 
Bend meant the TWR racing credentials 
were sitting on the desks of those who 
mattered most, because within 90 days of 
our meeting Peter Brock and Holden were 
to have their tumultuous split.

TWR were awarded the tender to set up 
the Brock replacement business from a 
total of 12 enterprises that submitted. The 
June 1987 contract read that TWR would 
also have first option to conduct Holden’s 
V8 racing operations should they decide 
to again enter a factory team to replace 
Peter’s HDT racing arm. Mid-October at 
Melbourne’s Regent Hotel, Walkinshaw 
and his highly impressive 30-year-old 
Finance Chief John Bradley offered to 
double my Holden salary, so Crenno 
immediately signed on to run the new 
entity after 25 years of Holden corporate 
life .

It didn’t take long for Holden to call and 
say they wanted to exercise their option 
and go motor racing in 1988. With all 
the work associated with establishing the 
new SVO business, any attempt to ‘create’ 
an all-racing team in four months was 
impossible. So we turned to Larry Perkins 
and sub-contracted the factory team effort 
to him for the ‘88 and ‘89 seasons under 
the SV Racing brand. Come September 

 John Crennan
 Motorsport Contributor

HRT Gold Medallists (L to R) Craig Lowndes, Tomas Mezera, Ron Harrop, Paul Weissel, Jeff Grech, Chris Dyer, Peter Brock
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1989 I presented a plan to Holden to set up 
our own team brand and it would be called 
HRT from the start of the 1990 season.

Holden were not in a position to licence 
the HDT brand to our new racing entity 
as Peter had already registered the HDT 
brand. This caused Holden much anxiety 
after the split with Brock and from that 
day Holden’s legal department paid 
dramatically more attention to any third 
parties with whom Holden had dealings, 
who may need the Holden name in their 
marketing.

The news of Holden dumping the 
Walkinshaw ownership in favour of Triple 
8 was predictably controversial, as during 
the 90s we had built an HRT fan base of 
massive proportions. As mentioned in a 
previous article, I attribute much of that 
fan phenomenon to the power of the Brock 
following when he joined our team in 1994.

There emerged two schools of opinion 
following Holden’s termination of the 
Ryan Walkinshaw/Adrian Burgess-lead 
team. One opinion was ‘no big deal’, as 
the writing was on the wall for a long 
period based on over-promise and under-
delivery. This compared to Triple 8, who 
had dominated for Holden over a sustained 

to conduct the factory team.  

A summary of HRT’s roller coaster ride:

• The JV program with Larry Perkins 
in 1988/89 was strained and difficult. 
Tom and Larry’s personality 
differences never aligned and it all 
nearly finished in the courts but for 
Holden’s intervention.

• The Gibson Team late 1992 started 
‘broadcasting’ they would be taking 
over from HRT. Holden’s Motor Sport 
Manager John Lindell was not denying 
the rumours. After a very destabilising 
six months we finally managed to get 
Holden to cease their encouragement 
of Gibson Motor Sport and back our 
new plan for the upcoming 1993 
season. We dodged this bullet.

• Six months into the 1993 season and 
things were not working out with new 
Team Manager Neil Lowe and driver 
Wayne Gardner. Tom was fed up and 
come August he insisted I shut the 
team down and hand HRT back to 
Holden. I fought a massive campaign 
to reverse Tom’s instructions because 
of my concerns it would impact the 
HSV business, plus my pride could not 
bear the thought of handing the HRT 
brand to arch rival Fred Gibson. Had I 
failed to change Tom’s mind the TWR/
HRT connection would have only had 
a six-year (1988-1993) life and. who 
knows, Gibson Motor Sport mighty 
still be HRT. We also dodged this 
bullet which, weirdly, was fired from 
within.

• 11 October 1995 at the Nikki Hotel in 
Sydney (a few days after our Bathurst 
engine disaster), Holden executives 
Ross McKenzie and Kevin Wale 
advised me our lack of success was 
seriously impacting their marketing/
image and gave me notice they 
intended to remove our factory status 
and rights to use the HRT name at 
year end. To save the HRT team this 
time a totally different campaign of 
lobbying and business planning had 
to be conceived and, happily, on 14 
December Ross McKenzie visited 
my office to say Holden had changed 
their mind. Two months of battles 
and tough meetings and we had 

managed to have Holden to reverse 
their decision. Another bullet dodged 
for HRT.

History now shows Holden’s wisdom in 
not firing us as, within a few months, Craig 
Lowndes and Peter Brock had transformed 
our team into the Championship 
powerhouse Holden would proudly 
showcase for many years to come.

• February 2003, the Bank of Scotland 
receivers step into the Walkinshaw 
UK Empire, which meant HRT gets 
caught in the mess and our six- times 
Championship Team is decimated. 
There was no way we were going to 
dodge the bank’s bullet, as it took on 
cannon ball proportions.

• March 2003 Holden go to the UK and 
buy the team from the receivers, then 
find on their return that the V8 Racing 
authorities will not permit a car 
manufacturer to own a team.

• June 2003, Mark Skaife then acquires 
HRT from Holden and sets up a new-
look HRT. 

• Late 2007 (a best-selling book will one 
day be written on how it occurred), 
Tom makes a miracle return and 
gets Holden’s backing to re-purchase 
HRT from Mark Skaife, but the V8 
authorities step in and refuse to grant 
Tom the franchises. Then, after a lot 
of ‘argy bargy’, the authorities finally 
approve Tom to compete as new owner 
of HRT.

• 12 December 2010, Tom sadly 
succumbs to cancer and the 2011 
season starts with Tom’s widow 
Martine assuming ownership and 
their 24-year-old son Ryan becomes 
the figurehead of the Team. 

• 16 August 2016 Holden make the 
announcement they will discontinue 
their factory association with 
Walkinshaw and move their sole 
support to Triple 8 Racing. At the 
same time Ryan Walkinshaw vows to 
continue in V8s as a privateer team. 

The period following Tom’s death proved 
very difficult for the team, with three 
different Team Principals all trying to 

period. The opposite reaction was from 
HRT loyalists who were angry that Holden 
would move the HRT factory team to their 
arch rival. How this plays out in 2017 will 
depend upon who is the best marketer.

Despite the legion of fans the Clayton-
based HRT had attracted from the halcyon 
years ‘96-’02, it has not been all ‘cakes and 
ale’ since Tom acquired the rights in 1988 

‘Gold Medals’ to Marg Curtis and Andrew Mc Kenzie
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restore it to its former glory days. This is 
why there are no names from that era on 
the Gold Medal list below.

 Despite the lack of success over these 
past five years, the successes of six HRT 
Championships 1996-2002 and the brothers 
HRT team designated ‘HSV Dealer Team’, 
with two Championships in 2006 and 2007, 
mean the HRT legacy will forever reside in 
Clayton, thanks to thegold medallists listed 
below.

In this sport the only thing that matters, 
and on which only genuine comparisons 
of performance against yourself and your 
fellow competitors can be made, is the 
Championship Trophies. Eight of those – 
for the years between 1996 and 2007 – sit 
in the cabinets at Clayton. A few colleagues 
of that era likewise treasure the individual 
replica championship cars that sit on their 
own mantelpiece.

There have been some remarkable 

contributors to the HRT success over 30 
years and the massive fan legacy built as a 
consequence of those successes.

Noted below are Crenno’s gold medallists, 
who can stand proudly on the top step of 
the podium and take their place in any 
HRT Team of the Century. These gold 
medallists include both the technical/
racing personnel as well the marketing 
and commercial team who established the 
brand image and financial resources to 
succeed.

RACE OPERATIONS

Team manager Jeff Grech (150 Race Wins)

Engineers Chris Dyer (later 
became Michael 
Schumacher's 
engineer)

 Richard Hollway

 David Swenson

 Alister McVean

Consultant engineer Ron Harrop

Drivers Mark Skaife

 Craig Lowndes

 Peter Brock

 Garth Tander

Car crew Rob Starr

 Shigeru Kugimiya

 Rob Crawford

 Alex Marchese

 Tony McLuckie

 Dave McDermott

 David Weimar

Engine shop Ray Lester

 Shane Hill

Engine R&D Ross Williams

 Ryan Webb

CAD design Scott Campbell

Composites Peter Schaefer

 Peter Robbins

Sub assembly Matt Crawford

Paint/presentation Rob Kollosche

Machining Steve McDonald

New car build Rick Wyatt

 Tony Fredrickson

Parts/procurement Andy Coucher

Most valuable racing 
initiative

Holden Young Lions

 Todd Kelly

 Rick Kelly

MARKETING/COMMERCIAL OPERATIONS

PA/travel/admin Marg Curtis

Apparel, merchandise, 
Licensing

Marg Curtis

 Dean Grimster

 Dean Johns

Marketing/
sponsorship

Andrew McKenzie

PR/Media comms Paul (Wally) Weissel

External director/
advisor

Jeffery Browne

Most valuable/
complete marketing 
asset

Peter Brock

Most respected 
sponsors*

Trevor Young, Biante 
Model Cars

 Shin Odo, NGK

 Arthur Wood, Telecom 
Mobilenet

 Mac Ohashi, Bridgestone

Best team player' 
and most genuine /
authentic person to 
wear the Lion/helmet 
brand

Tomas Mezera

# Not necessarily in terms of dollar contribution

Crenno’s ‘HRT Team of the Century’ gold medallists
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An Australia-wide connected vehicle 
network, known as Co-operative 
Intelligent Transport Systems 

(C-ITS), is a step closer to being a reality 
after the Australian Communications and 
Media Authority (ACMA) announced its 
intention to allocate the 5.9 GHz band by 
early 2017.

ACMA has released a consultation 
paper outlining the proposed regulatory 
measures to support the national rollout of 
C-ITS.

FCAI Chief Executive Tony Weber said 

INTELLIGENT TRANSPORT SYSTEMS A 
STEP CLOSER

the regulatory framework provided by 
ACMA is an essential first step in the 
development of an integrated, automated 
and connected driving network in which 
vehicles will be able to digitally exchange 
information with other vehicles sharing 
the same road and, equally importantly, 
allow vehicles to communicate with 
the road network and surrounding 
infrastructure.

“To make C-ITS operable, we needed a 
way in which all the players can share 
a common digital language – and this 
provides it,” Mr Weber said.

“This confirms that the Australian C-ITS 
standards will be the same as that used 
in EU. Any vehicles operating on other 
frequency bands, such as those built 
specifically for use in the Japanese domestic 
market, will not be able to communicate 
with ours. And what is equally important, 
any vehicles imported that operate on 
different standards will illegally interfere 
with a range of other services here, such as 
toll roads and mobile phones.”

The FCAI has been in consultation with 
ACMA, Austroads, which is developing the 
all-important framework for the rollout 
of C-ITS nationally, as well as other major 
stakeholders.

“A national approach is vital to ensure 
C-ITS delivers optimal benefits no matter 
where in Australia you drive,” Mr Weber 
said.

“Properly funded, well-engineered and 
collaboratively supported, a world-class 
C-ITS in Australia will save hundreds of 
lives on our roads every year, optimise 
our investment in infrastructure, reduce 
vehicle greenhouse gas emissions, shrink 
our commuting times and, in doing so, 
relieve a huge amount of pressure from our 
emergency services and hospital system.”
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The Australian Securities and 
Investments Commission (ASIC) 
has launched a new mobile phone 

app, MoneySmart Cars, which will, it says, 
support Australians with the financial 
decisions associated with buying a car. 

ASIC’s MoneySmart Cars app is a free tool 
to help people understand the real costs 
of buying and running a car. It will assist 

ASIC LAUNCHES NEW APP TO HIGHLIGHT 
REAL COST OF BUYING A CAR

consumers with their research, helping 
them to make informed choices.

The new app gives impartial guidance on:

• the real cost of buying a car, including 
interest, extras and ongoing costs

• “avoiding common car buying traps, 
such as being sold extras you don’t 
need or want”

• finding alternate ways to finance a car, 
and

• making informed financial decisions 
prior to purchase.

“With the average car debt per household at 
about $19,500, buying a car, particularly for 
young drivers, is an exciting but expensive 
financial commitment. Our research found 
that while price is a key consideration, 
other costs such as loan interest, insurance, 
servicing and fuel are generally not 
considered”, said Peter Kell, ASIC Deputy 
Chairman.

MoneySmart Cars is available on the App 
Store and Google Play. The app will be 
promoted online and shared with external 
stakeholders in the car industry. 

ASIC’s promotion of the app will be 
supported by a series of videos featuring V8 
SuperCar driver Craig Lowndes, for use on 
social media.

A study that points out the increased 
costs associated with lowering CO2 
levels in new cars demonstrates the 

complexity of the vehicle emissions debate 
and highlights the need for high quality 95 
RON petrol, according to the FCAI.

The analysis by the Centre for International 
Economics found that lowering CO2 levels 
in new cars would increase the cost of 
petrol.

However, the Chief Executive of FCAI 
Tony Weber said the Federal Government’s 
own paper, publicly released in June last 
year, stated unequivocally how important 
a high-grade, low sulphur fuel was to 
achieving the advanced market vehicle 

FUEL QUALITY VITAL TO THE EMISSIONS 
DEBATE: FCAI

The industry has been working with the 
government’s Ministerial Forum on Vehicle 
Emissions to play its part in reducing 
both Greenhouse Gas (GHG) and other 
pollutants in line with the government’s 

emissions standard.

“The relationship 
between fuel 
quality and 
emissions is globally 
acknowledged,” Mr 
Weber said.

“The motor industry 
has consistently stated 
that advanced market 
pollutant standards – 
Euro 6 and beyond – will come at a cost to 
the consumer because the cleaner engines 
require premium grade, low sulphur petrol 
to operate most effectively.”
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AUSTRALIAN CARS AMONG MOST 
AFFORDABLE: SURVEY

An investigative report published 
recently in the UK’s Auto Express, 
the online arm of the UK’s biggest-

selling motoring weekly, again confirmed 
that Australian cars are among the most 
affordable in the world.

The report, titled ‘Car running costs: how 
much does it cost to run a car around the 
world?’, examined a range of facets about 
car ownership in 11 countries around 

the world including the UK, Japan, UAE, 
Germany, Russia, South Africa, the US, 
Venezuela, India and Brazil.

For consistency purposes and ease of 
comparison, all the purchase costs were 
calculated, where possible, on one model 
vehicle: the Volkswagen Golf 1.4. Where 
the vehicle’s price would be skewed by 
market-specific factors, an equivalent-sized 
popular vehicle was used.

Of the 11 markets surveyed, India had 
the cheapest vehicle at 8,644 UK pounds 
(A$15,195). Australia finished in a close 
third place for international affordability, 
just behind Russia. In Russia the vehicle 
cost the equivalent of 14,743 UK pounds 
(A$25,916). In Australia, the vehicle cost 
14,747 UK pounds (A$25,925).

Insurance not so affordable

Insurance costs in Australia for the same 
vehicle were among the highest of the 11 
markets surveyed, while our standard 
grade unleaded fuel costs are comparable 
with India and South Africa at 71 UK pence 
(A$1.25) per litre.

Chief Executive of the FCAI Tony Weber 
said that the Auto Express report offered 
further confirmation that Australia’s new 
car market is one of the most competitive 
in the world and continues to offer great 
value for the consumer.

2030 Greenhouse Gas reduction targets.

But Mr Weber said that the contribution of 
new vehicles to GHG needs to be placed in 
context.

“While the current in-service fleet 

of passenger cars, SUVs and light 
commercials contribute around 10 per cent 
of Australia’s annual GHG emissions, new 
vehicle sales impact less than 1 per cent per 
year,” he said.

“This is a complex discussion in which all 

the cards have to be placed on the table 
and careful assessments made, including 
what incentives consumers are offered 
to transition to a vehicle with reduced 
emissions and lower fuel consumption, 
whether that is electric, fuel cell or hybrid.”

http://www.graysonline.com
http://www.graysonline.com


CONNECTIVITY IS THE NEW BLACK: 
SURVEY

As those who attended the AADA 
National Dealer Convention 
would be aware, connectivity and 

digitalisation have become the biggest 
drivers of the retail automotive business.

This was confirmed by a recent global 
survey predicting that more than half the 
global new car fleet will be connected by 
2020. 

According to IHS Automotive forecasts, 55 
per cent of annual global new vehicle sales 
in 2020 will be vehicles that are connected. 
Findings from the IHS Automotive 
global consumer survey, Connected Cars, 
indicate that new advanced technologies 
and increased connectivity are driving 
consumer preferences as they consider new 
vehicles.

More than 4,000 vehicle owners intending 

to determine the willingness of consumers 
to pay, and assess how much they would be 
willing to spend. 

Manufacturers and technology suppliers 
use the findings to help address market 
needs as they develop new solutions for the 
global marketplace.

Drivers want ADAS but don’t want to pay 
for it

The survey found that although Advanced 
Driver Assistance Systems (ADAS) are 
most desirable among global survey 
respondents, consumers do not want to pay 
for them. Traditionally packaged within 
vehicles as part of optional features like 
leather seats and high end infotainment 
systems, consumers expect advanced safety 
systems to be included in new vehicles at no 
charge – since electronic stability control 

systems and pre-charged brakes have 
become standard equipment on a global 
scale.

Software updates worth paying for

In contrast, 74 per cent of consumers 
who currently own a vehicle with an 
infotainment system said they were willing 
to pay for software updates that improved 
or added functionality to their vehicle. 

Smartphone nav apps most popular 

When using smartphones in vehicles, 
the most often used apps by consumers 
were those intended for navigation (52 per 
cent of respondents globally). Apps for 
weather were second with 41 percent of 
respondents, while 37 percent of consumers 
reported using both music and news apps 
while in their vehicles.

Young drivers on board with autonomy 

Nearly one third of survey respondents in 
all age categories indicated they would ride 
in a self-driving vehicle and purchase one. 
Another 25 percent would ride in one but 
would not buy one.

More than half of under-20s said they 
were ready for autonomous cars and would 
purchase one; while nearly 75 percent were 
comfortable with artificial intelligence 
driving the vehicle.

Do you need help with your CSI results? 

Call us, our solution works

1800 014 433
sales@autoreminder.com.au

to purchase a new vehicle 
within the next 36 months were 
surveyed, representing four key 
automotive markets: the US, 
China, Germany and the United 
Kingdom.

The survey was designed to 
identify the services considered 
‘must haves’ by consumers 
intending to purchase a new 
vehicle for personal use in the 
next three years. It also sought 
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CONVENTION MESSAGE:  
PROVIDE AN EXPERIENCE
The overriding message from the 2016 

AADA National Dealer Convention 
was that today’s consumer is looking 

for an ‘experience’ and those businesses 
providing the most engaging experiences 
will attract the most customers.

Almost 1,000 delegates (972 to be precise) 
attended the Convention, not far short of 
last year’s record of 1,056. 

Those who attended heard that the number 
one driver of the retail automotive industry 
has, in just three years, changed from 
emerging markets to connectivity. 

Australian manufacturing is ending and 
Dealers are set to play a more prominent 
role in terms of investment.

An expert panel, featuring Mr Blackhall, 
AADA chairman Terry Keating, FCAI 
CEO Tony Weber and AMDC chairman 
Doug Dickson, discussed the most pressing 
issues confronting automotive Dealers 
and pointed out that, with the demise of 
automotive manufacturing in this country, 
Dealers were now and should represent as 
the Australian automotive industry. 

Demographer Bernard Salt highlighted the 
changing demographics of the marketplace, 
with Baby Boomers to remain the segment 
with the most money to spend, and the 
continued rise of China ensuring Australia 
remains a prosperous nation. 

Randy Berlin and David Cain from Urban 
Science told Dealers that they had to 
change the metrics they used to measure 
performance to increase their ‘share of 
voice’ in the advertising/marketing space. 

They challenged Dealers to use scientific 
methods to analyse the data they already 
have and come up with expected outcomes, 
as well as looking at performance 
differently.

Deloitte Motor Industry Services provided 
a snapshot of the current state of the 
industry.

Gregg Manson told service managers that 
the key to growing loyalty and profits 
was upgrading the service experience. 
David Tully of Google explained why ‘the 
online experience’ is so vital in attracting 
customers to enter the physical dealership.

Dimitri Kotov talked about how Dealers 
need to use social media or be left behind, 
emphasising the shift from ‘like-centric’ to 
‘lead-centric’ marketing.

Special guest speaker Paul Cummings 
shared his passion for sales, while Lloyd 
Schiller provided a blueprint for how 

Keynote speaker, Mazda Australia 
Managing Director Martin Benders, spoke 
of the need to adapt to changing trends and 
customer desires or be left behind.

AADA CEO David Blackhall used his 
decades of experience to address the 
industry’s changing face, including 
the importance of advocacy now that 

2016 AADA CONVENTION       Australian Automotive Dealer Association 



34  |  OCTOBER 2016  |  automotivedealer.com.au

CUSTOMERS CRAVE EXPERIENCE:  
JD POWER

The transition in customer desires from 
product/price to experience was a 
recurring theme at the Convention, 

one the JD Power presentation reinforced 
strongly. 

Mohit Arora, Regional Vice President, 
and Loi Truong, Senior Country Manager 
(Australia), shared statistics that showed 
customers were increasingly more likely to 
recommend the purchase dealer, service 
their vehicle at the purchase dealer, and 
repurchase from that dealer, the more 
satisfied they were with their initial 
experience.

“Customer satisfaction is the gap between 
performance and expectations. The kind 

of expectations your customers have, with 
which they walk into your dealerships, 
versus the kind of performance that you 
provide,” Mr Arora told delegates attending 
the Super Tuesday session.

For most people, buying a car is one of the 
three most expensive purchases they will 
make in their lifetime. So while the Dealer 
is looking to make a sale, the customer is 
seeking an experience. Dealers who fail 
to provide this experience across multiple 
interactions with the customer end up 
losing significant potential business.

Only six per cent of those who rated 
their initial experience as ‘disappointing’ 
would recommend the purchase dealer to 

friends. Only 10 per cent of those who were 
‘indifferent’ would, but that bloomed to 
53 per cent with those rating themselves 
‘pleased’, and 90 per cent for those who 
were ‘delighted’.

It was a similar pattern for the likelihood of 
servicing their car at the purchase dealer. 
Just 10 per cent of those ‘disappointed’ with 
their initial experience said they would, 
growing to 21 per cent for the ‘indifferent’, 
50 per cent for those ‘pleased’, and 80 per 
cent for the ‘delighted’. 

The pattern repeated for repurchase 
intentions. Just two per cent of those 
‘disappointed’ with their initial experience 
said they would re-purchase from the same 
dealer. Eleven per cent of the ‘indifferent’ 
would, 46 per cent of those ‘pleased’, and 
84 per cent of the ‘delighted’. The reality 
is even worse, with virtually zero per cent 
of those ‘disappointed’ or ‘indifferent’ 
actually repurchasing from that dealer. 

“The chances, the hope, that I will be able 
to bring this customer back, retain this 
customer, is all about probability,” Mr 
Arora said.

The same goes for service. Nine out of 10 
service customers who were ‘indifferent’ 
or worse to their initial service experience, 
said they would not return for service work 
they had to pay for. Only 60 per cent of 
those ‘pleased’ would do so, but 90 per cent 

to increase efficiency in the service 
department.

JD Power experts Loi Truong and Mohit 
Arora explained what delights and what 
frustrates the customers, and why it is so 
vital to do the former and avoid the latter. 

There was something for every aspect of 
the dealership business to help in ‘Building 

Better Outcomes’, from sales to service, to 
aftermarket sales, social media marketing 
and more, including the largest ever Trade 
Expo featuring dozens of innovative new 
products designed to make life easier and 
more profitable for Dealers.

AADA was thrilled with the attendance 
and pleased that so many took so much 
away from the event.
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of the ‘delighted’ group would.

Australia is one of the most demanding 
customer bases in the automotive world. 
Margins for new car sales are falling, 
making aftermarket sales even more 
important. Research JD Power conducted 
in Germany found that 54 per cent 
of profits came from the aftermarket 
department. 

Mr Truong said Australian authorised 
dealers struggle to retain aftermarket 
customers beyond the warranty period. 
They have found it difficult to offer value 
and as the cost per service rises as the 
vehicle ages, customers look elsewhere. 

A retention rate of greater than 90 per cent 
in the first year falls to 70-80 per cent in 
years 2-5, when vehicles are mostly still 
under warranty. In the post-warranty 
period, this falls to 40-50 per cent in years 
5-10 and less than 10 per cent thereafter. 

Lost aftermarket revenues for the OEM 
network are huge. In under-warranty 
vehicles (0-5 years) it is $280 million. In out 
of warranty vehicles (5-10 years) it is $850 
million. For ageing vehicles (10+ years) 
it is a whopping $1.9 billion. This is even 
more concerning, with ageing vehicles to 
increase considerably by 2020. 

With 12 per cent of service customers 
saying they ‘probably or definitely’ would 
not return to the dealership, the average 
amount of service spend at risk is $360,000 
per dealer per year.  Mr Truong posed the 
question to dealers: would they be prepared 
to invest the ‘small amount of money’ it 
would take to win these customers back. 

Mr Arora said there are five top reasons 
Australian customers choose a purchase 
dealer:

1. Best deal/lowest cost – 43 per cent

2. Closest dealer – 36 per cent

3. Exact model – 35 per cent

4. Hassle-free negotiation – 23 per cent

5. Dealer reputation – 22 per cent.

Those who chose a dealer based on the 
‘value-added reasons’ of negotiation and 
reputation reported a significantly higher 
satisfaction rate. The same applied with 

service customers, with the ‘value-added 
reasons’ of past experience and reliability 
showing significantly higher satisfaction 
rates. 

“How many data points do you monitor 
on a daily basis about the environment in 
which you are operating?” Mr Arora asked.

“Not looking at the internal sales, not 
looking at the RO per bay, but in the 
environment, in the geography in which 
you operate. How many data points do we 
see on a daily basis about the environment 
and not about our own operations?”

He said the typical answer was three to five, 
but there were far more opportunities.

Delight, don’t frustrate

“What delights, what frustrates – that’s a 
very important question,” Mr Truong said.

Opportunities exist everywhere within 
a dealership to either delight or frustrate 
customers. For example, washing and 
vacuuming a customer’s car when they 
bring it in for a service. Doing so achieves 
a boost of 14 CSI points (out of 1000) from 
drivers aged under 35, while not doing so 
saw a negative 57 point result. 

Similarly, for drivers aged 36-55, washing 
and vacuuming provides a 34-point 
boost, while failing to do so results in a 
59 point fall in CSI. For drivers aged 56 
and over, washing and vacuuming boosts 
their satisfaction by 69 points, although 
not doing so saw just a 5 point drop in 
satisfaction rating. 

Yet dealerships only wash and vacuum 
serviced cars 32 per cent of the time. 

Another area of potential improvement is 
the use of technology during the vehicle 
demonstration process, which statistics 
show have an effect that is counter-intuitive 
to expectation. Sales people use tablets, 
DVDs and/or CDs just 4.6 per cent of the 
time when dealing with customers aged 55 
or older, yet older customers who received 
explanation via this method showed 
considerably higher rates of satisfaction 
compared to those under 35. 

Other ‘delight or frustrate’ opportunities:

• Providing transport to service 
customers 

• Offering test drive

• Explaining safety features

• Explaining other features.

According to Mr Arora, there are four 
pillars of service delivery:

• Process:  
- Process definition: targeting fast-
changing customer requirements and 
expectations – aimed at delighting 
customers 
- SOP adherence: motivation, tools, 
guidance, checks and balances. CSI 
scores from 2015 showed a strong 
variance in customer experience across 
multiple dealers within the same OEM 
network

• People:  
- People-related areas that create or 
impede customer engagement and 
emotional attachment of customer 
within dealership or OEM brand 
- Attrition, lack of skilled manpower 
and increasing labour costs 
- Cascading of organisational priorities 
to customer-facing roles 
- Availability, training, HR policies, 
management and motivation

• Infrastructure: 
- Network spread catering to growing 
customer needs 
- Physical infrastructure such as 
dealership facilities (wifi, coffee, 
children’s play area, etc) for customers 
who choose to wait. Dealerships 
offering more than five facilities have 
delighted customers 
- Availability and effective use of 
technology (DMS, CRM) 
- Efficiency (inventory control and 
management) – high parts on BO, high 
inventory levels within network (OEM 
+ Dealer)

• Organisation  
- Organisational (Dealer/OEM) focus 
towards customer-centricity and 
building emotional attachment with 
customers 
- Dealer-OEM relationship and 
effectiveness of incentive policies.
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THE PASSION OF  
PAUL CUMMINGS

What do you want from your life? 
In your career? Do you want to 
be the best you can be, to achieve 

the most you can, to have an exceptional 
life and a fulfilling career? Paul Cummings 
wants you to. That’s why he’s one of the 
most popular and captivating speakers the 
AADA National Dealer Convention has 
ever had.

Most people have great dreams and 
aspirations, but most never realise those 
dreams or even believe they will. Paul 
Cummings is different. He not only talks 
the talk, he walks the walk. He believes in 
setting the dial to 10 every day, and he does. 

Passion doesn’t just ooze from his pores, 
it leaps from his being. His presentation 
at the 2016 AADA National Dealer 
Convention in Melbourne in September 
was compelling, inspiring. 

Cummings challenges his audience. He 
asks, do you have the same passion for your 
business and customers as you do for your 
sports team?

“We will go to those matches and scream 
until we have no voice left. My question 
is do you have that same intensity for 
your own business?” he asked a packed 
Melbourne Convention and Exhibition 
Centre at the beginning of his Super 
Tuesday presentation.

“Do you scream like that for your 
customers? Do you put that same level of 
passion and energy into celebrating your 

(work) team that you’ve invested your life 
in, your capital in and your energy in? 
Because in that one moment, when you 
figure that out, when you understand that 
your team – that group you go to work with 
every day – those are the people you need 
to be most passionate about.”

That passion must also be extended to 
customers, the people “who actually 
do write your cheques, who actually do 
give you your opportunity, who actually 
choose you over someone else, have made a 
congruent, committed decision to buy from 
you. They deserve that same type of energy 
too. They deserve that same type of passion 
too. They deserve an organisation that is 
committed at a higher level.”

A Level 10 life

Cummings preaches that we are all capable 
of extraordinary lives, if only we are 
prepared to ‘turn our dials up to 10’. Yes, 
skills and knowledge are important, but 
attitude is King.

“Every day when you come to work, 
where is your energy dial set? Where is 
your enthusiasm dial set?” he asked the 
audience. 

“Because enthusiasm sells, if you don’t 
know it, and enthusiasm is not a ‘fake-it-
till-you-make-it’ business. Enthusiasm is 
an inside game with an outside reflection 
that speaks to your customer before you do. 
And is it fair of you to expect the customer 
to be more enthusiastic about buying from 

you than you are about presenting to them? 
The answer to that question is absolutely 
not. People love to do with you what you 
love to do.

“Don’t deny yourself the capacity you have 
to do great things by setting your dial at 
less than 10. People are never going to 
do for your dealership goal what they’ll 
do for their own. It’s easier to inspire 
people to chase their own dream than 
it is yours. If you become a builder and 
developer, helping your people reach 
their most important goals and dreams, 
your turnover’s going to go down, your 
retention’s going to go up, your customer 
experience is going to get better, and your 
profit’s going to soar. ”

Mindset. Hustle. Determination. 
Execution.

Paul Cummings practices what he 
preaches. High-energy, full commitment, 
always seeking to improve. “Your mindset 
is the most important thing you bring to 
work with you every day. 

It is your attitude, it is your optimism. It 
is all of the things that control outlook 
and outcome. If you get it right, then you 
win. The Level 10 experience is a way of 
reflecting your mindset. It’s a way of saying 
to the customer, ‘this matters; you matter’, 
it’s a way of saying, ‘this is going to be a 
great experience’. 

“Whose attitude matters? Everybody who 
works with you. All the people. Each one 
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of you. A service writer in a great mood 
can retain a customer. A receptionist in a 
bad mood can run a customer off. A great 
salesperson helps another salesperson sell a 
car when they treat a customer the proper 
way. We’re all responsible for attitude in 
our business. We’re all responsible.”

Five components for a Level 10 life:

• Authenticity

• Attitude

• Awareness

• Affirmations

• Actions

Developing the Level 10 mindset demands 
that an individual must be willing to:

• Seek the best information only

• Role model the winners

• Strengthen their current beliefs

• Strengthen their vision and goals

• Find and use their voice

• Protect their mindset every day

The Level 10 attributes:

• Confidence

• Commitment

• Control

• Choices

• Courage

• Commitment 

Embrace technology

Cummings embraces technology and 
insists Dealers must too, even going to the 
point of calling an audience member on-
stage for an impromptu Facebook Live chat.

Your smartphone is “a 4k recording studio 
and distribution system, in your hands. 
How many of y’all do live feeds of customer 
testimonial on Facebook, from your 
dealership? It’s free. We just did one; went 
all over the world. Why aren’t you doing it? 
Why aren’t you recording every customer 

testimonial and placing 
it on your corporate 
Facebook page in real 
time? It’s free. Science. 
This is what someone 
handed you. This is a 
4k, full-blown recording 
studio. This is a content 
distribution system. 

“You need to get into 
the science of your 
business. Embrace it.  
If you don’t know how 
to use Snapchat, learn. 
Did you know Snapchat 
today has more unique 
business than Facebook? 
Instagram is one of the 
greatest ways to develop 

journey. Because your habits are your best 
friend or your worst enemy. They go with 
you everywhere you go, and they can serve 
you or they slay you. 

“Everything that happens in your business 
is either a knowledge issue, an attitude 
issue, a skill issue or a habit issue. People 
who develop immense knowledge, possess 
a winning attitude, are highly skilled and 
have great habits, happen to win. They run, 
operate, own businesses, employ people 
and create amazing amounts of profit 
when they learn how to do those things 
consistently.

“A career path stops when awareness closes 
down. Awareness is your willingness to be 
honest with yourself about who you are, 
where you are, what you need to improve 
and how you’re going to get that done. And, 
more importantly, why is it important to 
you and others?”

The final lesson: sales is an art and a 
science. To master it, you have to master 
both. Unless it’s a used car, customers can 
get the same product elsewhere. What you 
can offer that is unique is the experience.

“You must build value in the mind of the 
customer that exceeds their expectations 
and the asked-for investment,” he said. 

“You only do that with experience, because 
the metal is the metal.”

Paul Cummings sure gives one hell of an 
experience.

a social audience for your business. Why 
aren’t you using it?”

Paul Cummings’ Five Rules to put you 
ahead of 90 per cent of your competitors:

1. Show up on time

2. Mentally prepared to do the work 
required to be successful

3. With a well-defined action plan 
detailed in scope, detailed by activity. 
“If you go to work without a plan, 
you’re costing yourself 20 per cent of 
your income”

4. That you are willing to hustle to 
execute. “Stay in motion, massive 
energy, taking action. Hustle is not a 
bad word, it’s a level of energy put into 
an endeavour. That’s what hustling 
is when you’re an athlete, that’s what 
it is when you’re a business owner. 
It’s about not sleeping when your 
competitor does, it’s about not lapsing 
mentally when they do, it is about 
never ever giving a customer anything 
less than your best, because it might be 
the four hundredth time you’ve done it 
this year but it’s the first time they’ve 
done it. And they deserve nothing less 
than your best every time they have 
the opportunity to deal with you” 

5. With a winning attitude. 

Practise, drill and rehearse. “Developing 
the mindset that I have to have repeating 
habit patterns that support me on my 
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Well-run service and parts 
operations can add as much or 
more net profits as an additional 

Tier 2 new car franchise. That was the 
lesson AADA took away from Lloyd 
Schiller’s Super Tuesday presentation.

“In an uncertain global economy where 
new car sales can shift downward in 
an instant, having a strong service and 
parts operation can feed profits into the 
business,” Mr Schiller said.

“Just as the new and used car departments 
must work together to optimise volume and 
profits - almost as one department with two 
options – so too must the service and parts 
departments operate as one department to 
optimise both the customer experience and 
profitability.”

Mr Schiller provided attendees with a road 
map for improving efficiency in order to 
increase service and parts sales and gross 
profits, accommodate customers faster and 
better for higher customer retention and 
better CSI scores. 

“So how does higher efficiency create those 
results? Because you can get the same work 
accomplished in shorter timeframes, or 
you can get more work accomplished in the 
same timeframes,” he said.

A process overhaul for better results

Mr Schiller recommended employing 
Service Reservationists on the service drive, 
or service only BDC agents with visual 
access to the service drive via network 
cameras or similar. 

“Confirm (or reschedule) each customer’s 
appointment with them the prior day,” he 
said. “During the confirmation call ask, ‘Is 
there anything else you would like us to 
address on this visit?’”

Mr Schiller advised adding open recall 
campaigns to the appointment, and if 
appropriate, add to-be-installed special 
order parts to the appointment, ‘scripting’ 
the appointment for a productive visit, 
adding a ‘Recommend Line’ to the 
appointment, previously postponed work 
from the past two visits, and any needed 
maintenance.

“Print pre-work order packages so your 
advisors have ‘a complete game plan’ for 
every customer,” he said.

Mr Schiller stressed the importance of 
meet and greets, emphasising eye contact, 
smiling and a welcoming attitude. Advisors 
should identify, verify and clarify ‘prime 
items’, asking permission to conduct a 
walk-around to check lights, pre-existing 
damage, and under the hood.

Language is important. Maintenance 
presentations should be along the lines 
of “I’ve had an opportunity to ______, I 
recommend the following service…” or, 
“Your car indicates _______ service. With 
your authorisation, we can _____?”

If they say “Yes”, sign them up. If they say 

nothing or hesitate,

“Do you know how long ______?

Knowing this will enable me __________

based on how long you may be _______”

Following up on unsold work

“We ask our guest, ‘On the work we are 
NOT going to do on this visit,_______?’ 
We confirm, ‘So it will be okay if 
_________?’”

When the follow-up date arrives, call the 
customer, introduce yourself and follow 
this script:

“Good morning, ____________, this is 
________ from (your dealership). Is now a 
convenient time to talk? How’s everything 
been on your car/truck?

“Great…Last time in there were several 
things that _________. Would next 
Tuesday be a good day for you, or 
________?”

Permission-based communications

“Would you prefer me to call you, email 
you, or text you?”

Resolve confusion or unhappiness 
immediately, solicit other family/friends/
co-workers/employers’ vehicles’, as well as 
a CSI response, and thank your guest for 
their business.

Dealing with questions

• How much is that going to cost?

• Isn’t that covered by my warranty?

• Isn’t that covered by my service 
contract?

• How long will that take?

• Do I really need this?

HOW TO TURN INCREASE PROFIT IN 
YOUR SERVICE DEPARTMENT

2016 AADA CONVENTION       Australian Automotive Dealer Association 



automotivedealer.com.au  |  OCTOBER 2016  |  39

“When the guest asks you a question, this 
is known as a ‘buying signal’,” Mr Schiller 
said. 

“This applies to any service transaction. 
Asking you a question really says, ‘I’m not 
saying No, and I’m not saying Yes. Make 
me feel smart or make me feel good about 
saying yes, and I will. Otherwise, my 
answer is No.’”

“When a guest says ‘that’s too expensive,’ or 
‘that sounds expensive’, you ask, ‘What do 
_______?’ Then you will find out exactly 
what the issue is. Now you can address that 
item and again explain the features and 
benefits, as well as the need for the services, 
repairs and/or options, or you can set an 
appointment for when your guest can 
afford this work.”

Mr Schiller said Dealers should add more 
commissioned technicians, arguing each 
tech is worth $200,000 in gross profit per 

year. Having techs who are not rushed, 
with fewer vehicles to service, means they 
will look vehicles over better and advisors 
won’t “be afraid to sell because they can’t 
get it out”.

Similarly, each advisor is worth up to $1 
million per year in labour and parts gross 
profit. 

“The advisors will spend more time 
with their customers if they have fewer 
customers to serve. If your advisors average 
over 300 total repair orders per month per 
advisor, you are understaffed; 250-300 ROs 
per month (or 10-14 per average day) per 
advisor is the target.”

Express service technicians can complete 
oil change/rotates in 30 minutes, pleasing 
customers who want ‘fast in and out’, and 
allowing your main shop techs to work 
without interruptions.

Set objectives and post-performance

Mr Schiller quoted Thomas Monson’s 
Performance Theorem: “When 
performance is measured, performance 
improves. When performance is measured 
and reported, the rate of improvement 
accelerates.”

He suggested meeting daily, face-to-face, 
with each technician and each service 
advisor in his/her stall/desk area to review 
week-to-date performance on production, 
CSI, etc. 

“This time can be brief, congratulating 
good performance, or it may be taken up 
with straightening out communications 
issues with co-workers, parts, the factory, 
extended warranty companies, etc,” he 
said. 

Mr Schiller said incentives should tie into 
objective targets for both technicians and 
service advisors, based on hours produced, 

http://www.titandms.com.au
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DELOITTE: CREATE AN EXPERIENCE TO 
ATTRACT CUSTOMERS
The Deloitte Motor Industry Services 

2016 Industry Overview Update 
reinforced a common theme at the 

Convention, namely that Dealers need to 
create an ‘experience’ in order to attract 
customers.

Stephen Timperley told delegates that 
they can’t avoid new challenges and 
opportunities, but “if you do what you 
do well, you will evolve quicker than the 
market”. 

He emphasised preparation: what does it 
take to become ‘race-fit’? The strongest 
Dealers are able to create momentum. 

customer satisfaction index/fix it right, 
labour and parts gross profit generated.

Dealers should also tie advisor incentive/
bonus pay ‘cadence’ into technician 
incentive/bonus pay ‘cadence’. 

“If the techs are paid weekly for what they 
have completed, change your advisors’ 
pay period to match. If your techs are 
paid bi-weekly or bi-monthly, change 
your advisors’ pay period to match. This 
creates a much greater ‘sense of urgency’ 
when both the techs and the advisors are 
focused on closing out the same pay period 
strongly. It also completely eliminates 
the need for ‘Draws against Commission’ 
cheques; you settle and have several ‘closes’ 
per month. ‘Work in Process’ and ‘Open 
Repair Orders’ go down and service and 
parts sales will go up.”

Lloyd Schiller’s simple efficiency ideas 
that can have a huge impact on service 
efficiency

1. Establish a used vehicle classification 
system to expedite your used car 
process: 
 
CPO - $X pre-authorised spending 
limit, target 48-72 hours lot ready

A. Current - 4 model years old or 
newer/under 100,000km retail with 
$Y pre-authorised spending limit, 
target 48-72 hours lot ready

B. 5+ model years old and 
older/100,000-160,000km retail 
with $Z pre-authorised spending 
limit, target 72-96 hours lot ready

C. Check over and obtain 
authorisation BEFORE proceeding; 
inspection cost only!

W - Wholesale unit, does NOT enter 
service (except maybe for detail?)

2. Put service carry-overs with repair 
orders into techs’ stalls before going 
home; now the techs are ready to begin 
work when they come in.

3. Schedule one service advisor/ASM to 
come in early each week to complete 
all night drops so these vehicles can be 
moved and dispatched upon opening 
in the morning.

4. Number service parking locations. 
When vehicle is parked, write location 
number on the key tag. The next 
person parking vehicle will cross 

out previous location and write the 
new location. This reduces lost time 
‘searching’ to find vehicles. Better 
and faster than using key remote as a 
locating device.

5. Set-up dispatch racks by technicians 
grouped together by similar skills with 
each tech having his/her name on one 
slot. When reviewing ROs, pre-assign 
RO into most ‘likely tech’ based on 
skills and availability. Place ROs in 
tech’s slot. 

Pre-assigning jobs reduce time by:

a) not having to review ROs again

b) reducing the technician’s time spent 
waiting for the dispatcher or group 
leader to assign the next job, and 

c) when techs see work in their slot, 
they work faster.

Schiller reiterates that quality control 
of “easily understood repair orders and 
descriptions prior to dispatching” are 
key to efficiency and attitude!

Mr Timperley said the last 20 years of data 
tells a story. The first 10 years from 1996 to 
2006 showed a pretty flat line, with some 
businesses rising, some falling. Then in 
2006/07, something changed. The top 30 
per cent improved their profitability by a 
factor of two. Average performers increased 
their profitability by a factor of 2.5, while 
losses were multiplied 3.5 times. 

In 2010, 11 per cent of Dealers were making 
profit margins of greater than 3.5 per 
cent. By 2016, this had risen to 20 per cent 
of Dealers. However, the percentage of 
Dealers making a loss rose from 15 per cent 
in 2010 to 25 per cent in 2016. 

F&I fragility

Lee Peters spoke regarding F&I changes. 
He said that in 2015 one in five Dealers was 
making a loss. In 2016 that figure rose to 
one in four. If F&I incomes drop by just five 
per cent, one in three Dealers will make a 
loss. 

Customer experience

Mr Peters said today’s customers expected 
personalisation and demanded same-day 
delivery. A recent global study showed that 
just 20 per cent of customers had a positive 
attitude towards Dealers. 

A US study showed that just 17 out of 4,000 
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people interviewed preferred the current 
car-buying process. Between 45 and 90 
minutes was given as the optimal time for 
a sale to take. The old approach of slowing 
down the sale to increase conversion rates 
and gross just doesn’t work any more.

“The customer experience is more 
important than the product or the price. 
We’re nearly there but still have a long way 
to go,” Mr Peters said.

Best practice Dealers are realigning their 
sales processes and asking themselves, “are 
we getting the right people to do the right 
job?” 

They are freeing up their sales people 
to do what they do best by surrounding 
them with complementary staff such as a 
concierge. 

Mr Peters said Dealers could view the 
dealership as a place to build relationships 
or a place to do business, but research 
showed that customers want the first 
option. 

1.1 dealership visits per car purchase, 
“we know that if a customer is in your 
dealership, they are a long way down the 
line to purchase”.

Mr Peters said the dealership of the future 
will meet consumers’ mobility needs 
in an age of hyper-urbanisation. It will 
understand and adapt to reduced car 
ownership due to greater use of public 
transport and ride-sharing technology.

Purposeful brands will create community 
connections, play to customers’ senses and 
reinvent customer service.

Better people equals greater profits

Mr Peters said the motor industry is not 
an ‘employer of choice’, but it can and 
should be, given that an 18-year-old has the 
potential to earn $80,000 in their first year 
on the job. 

‘Success’ is currently defined as a four per 
cent profit margin. “If we could get the best 
people, what could that limit be?”
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The automotive 
industry is dynamic 
and changing

He said the new-age worker is difficult, 
demanding and wants not just a job, not 
just a career, but a set of experiences as 
well. However, increasing the talent pool 
to which the industry has access and 
becoming an ‘employer of choice’ needs 
to be the core strategic direction of our 
industry.

Competitive landscape

Mr Timperley said Australia is one of the 
most competitive automotive landscapes, 
swamped in brands, with 68 brands from 
26 countries, and more than 490 models. 
Combined with the lowest interest rates 
we’ve ever seen, it leads to the most 
competitive car market in the world. 

Increased segmentation

Since 2013 the Volume market has dropped 
two per cent, however the Prestige segment 
has grown by seven per cent and the 
Luxury segment by 30 per cent.

Economic environment

Factoring in GDP, interest rates, 
unemployment rates and household income 
and equity, the Australian economic 
environment is still very robust, especially 
compared with overseas conditions.

Ownership landscape 

Changing rapidly. The shift from family 
ownership to corporate ownership is set to 
continue.

Digitalisation

Mr Peters said 
digitalisation will 
underpin everything and 
create new value streams.

“If our customers are 
living in a digital world, 
we need to be living there 
too, side by side, step by 
step,” he said.

With an average of just 
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DEALERS NEED TO UNDERSTAND  
THEIR POWER

It is more important than ever that retail 
automotive Dealers band together and 
use the power of their collective voice, the 

expert industry panel concluded at the 2016 
AADA National Dealer Convention.

Moderated by veteran industry journalist 
John Mellor, the panel featured AADA 
Chairman Terry Keating, AADA CEO 
David Blackhall, FCAI CEO Tony Weber 
and Australian Motor Dealer Council 
(AMDC) Chairman Doug Dickson.

Mr Mellor said the NSW government 
shutting down the greyhound racing 
industry was an example that “governments 
are starting to act with an apparent 
indifference to the community, in a way 
that is beyond reasonable”.

“You have to ask if governments are so 
strident in these matters, how sympathetic 
will they be when it comes to decisions that 
affect the futures of car retailers and the 
motor industry?” he said. 

“Sitting back and expecting others to 
fight your fights for you is simply no 
longer an option. So the time seems to be 
very opportune for Dealers to take more 
responsibility for their futures.

“Dealers need to get the data that paints the 
true picture of this industry. There are too 
many decisions made by politicians and 
bureaucrats based on half-truths and lies.”

Mr Mellor reminded Dealers that they 
contribute a lot to communities and should 
use that influence on the people who vote 

politicians into power. “It would be very 
powerful.”

A united voice

Mr Dickson emphasised that with 
automotive manufacturing set to 
cease, Dealers could no longer rely on 
manufacturers to fight their battles for 
them. 

“Previously, with many, many years of 
manufacturing, there was somebody who 
always ran interference for dealers,” he said. 

“They didn’t really have to worry; it might 
have been their factory or somebody in 
a high place who would run interference 
if Treasury wanted to start an ACL 
(Australian Consumer Law) investigation. 
All of that’s gone. 

“The difficulty is that Dealers have for so 
long not had to concentrate on external 
issues, therefore the local issues become 
much more important. They really don’t 
have the mind space or time to start 
worrying about external issues. We’ve got, 
in my view, a big education process to go 
through, not just with politicians.”

Mr Weber said Dealers had to consider how 
they were going to be able to influence the 
government once factories were no longer 
such a strong presence.

“The advantage we’ve always had with 
manufacturing is we’ve always had a lot of 
foot soldiers,” he said. 

“Before Ford went, there were 50,000 people 
directly employed in manufacturing. They 
will quickly be gone. So we now need 
advocates across the country; we need 
soldiers on the ground. And the reality is 
that they come from the Dealer network 
because that’s where we have the most 
employment and that’s where we have the 
most power. Regardless of whether you’re 
in the north of Queensland or down in 
Tasmania, we have, in all those electorates, 
dealerships. They are a very powerful force 
and we need to get that message out.”

Mr Keating agreed that it was vital for 
Dealers to take ownership of their issues.

“All of the new car Dealers in this country 
need to share in some way the workload 
that we take on,” he said. 

“We need to have every franchise a member 
of our association. We’re close to that but 
we’re not 100 per cent. NADA’s not 100 per 
cent. In Australia we could be, and then 
we could really and honestly say to the 
government ‘we are the motor industry’.” 

Mr Blackhall said Dealers needed to 
understand the power and influence their 
voice could have with politicians.

“Cutting through the misinformation to 
real information is a constant challenge. 
Politicians are interesting people. They are 
there on the whim of the electorate and if 
they get a sense that something’s out there 
that might win them some votes or lose 
them some votes, they get very interested in 
those issues. Getting them to understand 
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the real facts is a challenge,” he said. 

Parallel imports

Mr Mellor said the government’s decision 
to allow parallel or private imports, 
supposedly because Australians were 
paying too much for their cars, was based 
on a false assumption.

“New Zealand, which has parallel imports, 
is held up as the paragon of low new car 
prices. Yet, in spite of New Zealand also 
having the added downward pressure on 
new car prices from a used car import 
industry, the notion that Australians pay 
more for our new cars than Kiwis is simply 
not true,” he said.

“There was a recent survey in the UK that 
found Australia had the third-lowest car 
prices in the world, behind India and 
Russia.”

He said the only time Australian cars 
are more expensive than New Zealand is 
when they are subject to the Australian 
Government’s Luxury Car Tax. 

Mr Weber said the ability for consumers to 
buy anything and everything online had 
led to the belief that this should extend to 
cars, despite the obvious differences.

“People buy handbags, they buy pairs of 
shoes over the internet, so the question is: 
‘Why can’t I buy a car? What’s different?’” 
he said. 

“And that’s what we need to actually spell 
out. People, once you can spell it out, 
actually understand that. I’ve spoken to 
a lot of backbenchers on this issue. I’ve 
spoken to more backbenchers on this issue 
than any other. Some have no knowledge 
of it whatsoever, but a lot of them have a lot 
of knowledge. They get it. The ones who get 
it have had time and spoken to Dealers in 
their electorates and the Dealers can spell it 
out to them – the danger, what it means. 

“The problem with the personal imports 
debate is there’s no silver bullet. But if you 
put a number of the bullets together and 
talk to them, they get it. The car is actually 
different to the handbag, because the car 
remains on the roads in Australia for 20 
years; it has multiple owners and it needs to 
be serviced. And it can kill you. Not many 
people getting killed by their handbags. 
And that’s where it’s different.”

Mr Weber said he had spoken to a lot of 

members of the National Party, whose 
NSW members recently voted amongst 
themselves to reject personal imports. 
Likewise, he had spoken to Liberal Party 
members, many of whom ‘get it’, while 
the Labor Party had made it clear it would 
oppose personal imports. He has also 
talked to the Greens. 

“You start to do the numbers and whilst 
you can never guarantee the numbers, 
you start to look at this from a pragmatic 
position about where this belongs in the 
whole scheme of all the legislation that 
goes through and the probability of it going 
through.

“That’s why the great work amongst some 
Dealers in actually telling the story to 
their backbenchers has been so powerful, 
because what we’re doing in Canberra is 
being reinforced by what they’re being told 
in their electorates.”

Right to repair

The panel dismissed the issue as a whole lot 
of noise made by independents attempting 
to steal business from franchised Dealers. 
Mr Mellor pointed out that the VACC 
website has extensive repair information 
available free of charge and even more 
content for just a few hundred dollars, yet 
only 90-odd independent repairers had 
taken it up. 

Mr Weber said he had never come across 
anyone who can’t get their car repaired in 
Australia.

Mr Blackhall said he had attended a press 
conference called jointly by the Australian 
Automotive aftermarket Association 
(AAAA) and then-Senator Ricky Muir to 
lobby the government for free access to 
service repair information.

“Statements were made, on the public 
record, that basically said ‘if you’ve got 
an independent repair shop, tell your 
customers to get in touch with the 
politicians and complain about the fact that 
we can’t get all the data we need, but don’t 
ever tell them that you can’t fix their car, 
because we know, don’t we, that we have 
ways of getting that data anyway’,” he said. 

“And this was a statement by Mr Charity 
(AAAA Executive Director, Stuart 
Charity). To me, it’s a cynical, cynical 
attempt to enter our value chain and 
destroy a business that we’ve created and 

built.

“Talk to regional car Dealers in particular. 
They rely on independent workshops to 
take overflow work, to work in partnership 
with the independent shops. Most Land 
Rover Dealers are not the slightest bit 
interested in fixing a 35-year-old Land 
Rover. Sorry, we just don’t carry the parts, 
the technology is so old we don’t even know 
how to do those carburettors any more 
or whatever, and if there’s a Land Rover 
repairer I can send you to, I will, because 
that helps me build a relationship with you, 
get some business out of my workshop I 
don’t want anyway, and maybe you’ll buy a 
new Land Rover in the future.”

Mr Blackhall said independents were trying 
to paint Dealers as big corporate monsters 
suppressing ‘the little Aussie battlers’. 

“This whole fantasy that Stuart (Charity) 
tries to peddle about – that we are ugly, ugly 
children of the grasping multinationals 
who want to put the little Aussie battlers 
out of work – give me a break. We want to 
work with those guys and, by the way, the 
grasping multinationals who make us into 
Dealers. These Dealers that they create are 
family-owned, family-grown, family-run 
businesses,” he said.

“It’s fact versus fantasy, and in this debate 
the fantasy has held sway for a long time.” 

ASIC investigation

David Blackhall: “What do regulators do? 
They regulate. So my status on this is that 
there will be a regulation of some kind. 
That is what they are in business to do. 
Our job was to work with them to help 
them…understand the true facts about 
flex-commissions, origination fees, and 
the impact that prohibition would have 
on our business. We were able to show 
them, through a modelling exercise that 
we undertook, that the impact if they went 
forward with their original proposals was 
catastrophic.”

Terry Keating: “I guess we’re seen as a 
pretty easy target. We know with the 
deliberations we’re going through at 
the moment with ASIC in trying to get 
the future of flexi finance to a fair and 
reasonable outcome. 

“We’re pretty sure that they picked on us 
because we’re an easy target. No doubt 
that organisation was under pressure to 



MUCH PROGRESS, MUCH TO ACHIEVE: 
KEATING

AADA Chairman Terry Keating told 
delegates at the recent National 
Dealer Convention that their 

association had had a successful year, with 
much achieved in financial and advocacy 
terms but much still to achieve.

“I believe as an association we’ve had a very 
successful year in the last 12 months,” he 
said. 

“We’ve only been going for approximately 
three years and obviously we’re still in a 
growing phase – we’re still in a building 
phase – we’ve got a lot of work to do on 
policy and advocacy and I think it is 
hopefully reaching a crescendo in the 
reasonably near future. 

“There are a lot of people who want to get 

a cheap entry into our business, who covet 
what we do and want a piece of the action, 
but don’t necessarily want to put in the 
time, the commitment or the effort that our 
members do. Our job, I guess, is to be the 
goalkeeper and to keep them out.”

Mr Keating said the association was happy 
with the progress it had made on three 
fronts: membership numbers; financial 
position, and policy and advocacy areas.

“Our membership is going forwards and 
it’s going upwards and we can now claim 
that we have got an arrangement with every 
franchise in this country with a volume 
above eight or nine thousand units per 
annum, and one or two who are below 
that,” he said. 

“We do anticipate further gains as we 
continue dialogue with the smaller volume 
marques and some of them, of course, are 
quite small.

“Indeed the work we’ve done in 
collaboration with the Federal Chamber 
of Automotive industries just on the 
personal import motor vehicle issue makes 
me confident that any dialogue we have 
with these smaller marques – who are 
essentially among the upper end luxury 
marques – we’re confident that we can sit 
down and have a favourable discussion 
with them. Indeed it is a fact that the work 
we are doing and therefore the potential 
beneficiaries of much of our efforts on the 
personal import issue are, in fact, these 
fairly low volume marques.”

Mr Keating said AADA’s financial position 
had improved, along with membership 

numbers. 

“A year ago you could have said we looked 
like we were in a somewhat questionable 
position and, indeed, without the very, very 
substantial support of the Motor Traders 
Association of Queensland that would have 
been absolutely true.

“They bankrolled us, they got us going, 
and we’ve now reached a position where 
we’ve been able to refund all of that money 
to them, with the exception of the $200K 
grant they gave us. I want to acknowledge 
that. MTAQ and their AADA members saw 
enough value in this organisation to give 
us a grant of $200K; we’re very grateful for 
that.

“We also negotiated some assets – which 
we’ve since on-sold – from the old MTAA, 
and as a result we are now in a very solid 
financial position.” 

On policy and advocacy, Mr Keating said 
AADA had faced “an extreme workload” 
but that he was very pleased with the 
progress being made.

“We’ve got what our CEO David Blackhall 
would refer to as the five red lights – the 
five major issues in front of us right now. 
One of them is possibly amber and that is 
the personal importation of motor vehicles. 
We hope that common sense might prevail 
there and we hope that that one might 
disappear off the table.

“But I think we need to be ever-vigilant 
on the importation issue because there are 
people who will keep pushing this agenda. 

get some results, because they’ve been 
publicly slated for not getting results. You 
would like to think there are bigger and 
better targets than us, but we probably are 
the easy one. Having said that, we need 
to defend ourselves against these things. 
I think we’ve got a lot of logic, a lot of 
common sense, on our side, but to get the 
most effective response  we first of all need 

to have all of our team on board.”

The future

Tony Weber: “There’s misinformation about 
not only the contribution of the industry 
going forward, but also about what the 
industry can bring in terms of technology. 
I think cooperative intelligent transport 

systems is one of the most interesting areas. 
It can transform our roads – in terms of 
safety, environment, and even in terms of 
congestion. 

“This is not a pipe dream; this is a reality 
that’s going to hit the roads around the 
world in the next 18 months or so, and it 
will be on our roads very shortly.”
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RETAIL AUTO HAS A FUTURE IF IT IS 
PREPARED TO CHANGE: BENDERS

The retail automotive industry has 
a future, but it must be prepared 
to adapt to changing trends and 

customer demands, keynote speaker, 
Martin Benders, told a full house at the 
AADA National Dealer Convention.

Mr Benders, Managing Director of Mazda 
Australia, was also critical of what he 
perceived to be politically-motivated 
inquiries into automotive retailing and 

servicing by ASIC and the ACCC, as well as 
the proposed introduction of lemon laws by 
various governments.

“There is no doubt that consumer-focused 
regulators are on a crusade to address 
perceived deficiencies in customer service, 
and the automotive sector is one at the top 
of their list,” he said. 

“We’ve also had the Productivity 
Commission report, the ministerial review 
of the Motor Vehicle Standards Act and 
the recent announcement of a whole 
government review of vehicle emissions. 

“In principle, it’s hard to argue that we 
should not defend the legitimate rights 
of consumers in buying or servicing an 
expensive asset like a motor car. But is such 
a bullish effort on the part of the regulators 
really deserved by our industry? We asked 
our research people to find out.”

What Mazda’s independent researchers 
learnt was that consumers rated buying a 
new car the number one most satisfying 
retail experience followed, at number two, 
by having their car serviced at a franchise 
dealer. These rankings were repeated for 
both product and provider, ahead of other 

consumer experiences such as flying, 
staying at hotels, shopping at supermarkets, 
buying a phone, a computer, music or 
clothing, selling a house or going to a 
restaurant. 

“Given the relatively high financial 
investment and complexity of our product, 
I would think that was an outstanding 
result and a great reflection of the overall 
professionalism in the industry,” Mr 
Benders said. 

“It doesn’t mean that there isn’t room for 
improvement, but it’s hardly the perceived 
low status implied in many statements 
coming from the regulators.”

Mr Benders addressed a number of other 
issues facing the industry, including the 
number one current concern according 
to a KPMG Global Automotive Executive 
Survey: connectivity, digitalisation 
and data. Others included powertrain 
technologies and emission reduction; 
autonomous driving and safety 
technologies; consumer purchase and 
sharing, and market mix, production 
capacity and platform strategies.

“The pace of change generally appears to 

“Whilst our friends in Canberra say they’re 
only going to allow in 30,000 cars a year 
or thereabouts, if you do the mathematics 
on 30,000 vehicles – and if you make the 
assumption that it would not make any 
financial sense at all unless the price was 
at least into the mid or high $100K price 
bracket – which, of course, is seriously 
impacted by our ridiculous Luxury Car Tax 
– but if you make that assumption and you 
multiply $30,000 by that price tag, we’re 
talking five billion dollars-worth of sales 
volume that will be lost to this industry in 
this country.” 

That would lead to less GST for the federal 
government, less in LCT, less profit for 

Australian Dealers and, therefore, less tax 
dollars for the Australian government. 

Mr Keating said many of the policy and 
advocacy issues facing Dealers were 
“still works in progress”, but that Dealers 
should be grateful that AADA’s very 
capable secretariat, led by David Blackhall 
and policy director Michael Deed, was 
representing their interests so well.  

“From the perspective of a dealership 
owner, what we do is probably like an 
insurance policy on your balance sheet,” 
he said. 

“You think of what your business is worth, 

not only just in the dollar numbers, but the 
effort you might have put in over a decade; 
or two or three or four this business you’ve 
built up is probably your retirement fund – 
your superannuation – and we think you’re 
entitled to be protected on that. 

“AADA does have the ability to give you 
the best protection you’re likely to get, at 
absolutely the best price. The protection 
is from policies and regulations that are 
often less than well-considered and will, 
ultimately – if we don’t do something about 
it – represent a disruption to our members’ 
businesses. Our primary objective is to 
protect you to the best of our ability, and 
that’s our commitment.”
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Mr Benders said the remaining issues for 
OEMs revolved around the underpinning 
platform technology and production 
capacity in this rapidly-changing 
environment.

“There’s only one thing I can guarantee out 
of all this: the signs are there for significant 
fragmentation in product, ways to market 
and consumer solutions – something 
that always seems to happen when ICT 
companies stick their nose into another 
industry,” he said.

“It’s pretty easy to speculate or imagine 
how digitalisation might change one 
aspect of a car, but I think we sometimes 
fail to come to grips with just how 
much the industry is ripe for disruption 
to its value chain. Not only upstream 
in manufacturing, purchasing, and 
distribution, but also downstream at retail.”

Luckily, the significant investment required 
in cars should give the industry a little bit 
of time to work on these issues. 

“The ICT companies appear to be 
approaching automotive from the same 
perspective as they used to develop 
computers, tablets, smartphones,” Mr 
Benders said. “As disposable, low-value 
quick turnover goods, and they do 
appear to under-estimate somewhat the 
complexity in automotive.”

Nonetheless it was up to the auto industry 
to modernise the consumer experience or 
get left behind.

“Perhaps, just perhaps, many aspects of the 
product, sale transaction and ownership 
experience have not moved with the times,” 
Mr Benders said. 

“The rate of change in communications, 
connectivity and retail processes through 
mobile devices is moving at a much faster 
pace than it’s evolving in our cars and also 
our way to market. 

“The issue with this model is who is going 
own those cars, manage their use and pay 
for their maintenance? But certainly it is a 
way that customers can be taken away from 
our traditional model.”

Mr Benders said most dealers probably 
perceived Uber as a threat to the taxi 

industry and not to personal car ownership, 
“but it’s not really too difficult to see an 
extension in that direction”.

Uber is “nothing much more than an app 
that provides an easy and seamless way to 
transact for your transport needs. What 
have they done? They’ve circumvented – 
possibly – regulation, they’ve outsourced 
the car ownership to numerous individuals 
and they maintain control of the customer 
interaction,” he said. 

“In Australia we have many inner city 
apartment buildings providing parking 
real estate for occasional private use rental 
by tenants who are happy to use public 
transport for day-to-day needs. There is 
no doubt that these types of operators will 
fragment ownership or car use models 
and possibly result in a reduction in cars 
sold. But key to their success is providing 
consumers with an easy way to transact 
for a solution to their immediate personal 
transport needs.”

The industry would prefer to evolve in the 
direction of continued private ownership 
with additional safety technologies 
such as blind spot monitoring, auto 
emergency braking and lane keep assist– 
all key ingredients in autonomous driving 
vehicles. 

“The robot solution of progressing to full 
autonomous driving is easy to imagine, but 
I would argue much harder to successfully 
implement in the real world. You just have 
to look at recent examples of Tesla autopilot 
cars to understand the complexity of 
situations that autonomous cars will have 
to deal with in the real world,” he said. 

“Robots, by definition, are not that good 
in a variable environment situation. Even 
the actual driving functions themselves 
are quite easily programmable. Mazda, 
as an automotive company, continues to 
focus on a human driver with technological 
assistance rather than a robot driver with 
human assistance. 

“I would argue that even if we had the 
perfect execution of an autonomous car 
today, the time it would take us to wean 
human drivers out of their cars and off 
the road would take 10, 15, maybe even 

be accelerating. As an industry, we will 
need to adapt or face potential decline 
in customers and car owners. However, 
I do believe that the huge emotional and 
financial investment that owners make in 
their cars and the key role they play in their 
daily lives may remain critical to how we 
protect our business,” he said. 

“Unless new technologies like battery-
electric vehicles are subsidised for the 
moment, consumers don’t yet appear to 
perceive them as an acceptable alternative 
to the internal combustion engine. But 
this is an area of competition between 
the manufacturers. I have to say if full 
electrification did come to pass, it would 
also have a huge impact not only on how 
cars are purchased and used, but also on 
the service/maintenance business.”

Mr Benders said he regarded autonomous 
driver technology as “one of the most over-
hyped innovations in the industry”. 

“Now don’t get me wrong, the technology 
components are very real. It’s the full 
autonomous driving bit that I believe is 
a little bit more into the future than the 
imaginations of many are predicting,” he 
said. 

However, car-sharing, car-pooling and 
renting options were starting to blur the 
lines of ownership and giving information 
and communications technology (ICT) 
companies an avenue into the automotive 
business.

“This is another area where ICT companies 
actually see that they can get closer to the 
modern automotive consumer. As you’ve 
seen by recent numerous partnership 
announcements, there are manufacturers 
getting interested in this space. Toyota 
has a tie-up with Uber, Volkswagen with 
Get, GM with Lift, BMW with Scoop, and 
even Apple have invested a billion dollars 
into the Chinese ride-sharing service, Didi 
Chuxing, which itself has just bought out 
Uber in China,” he said.

“My observation is that the auto companies 
buying into these companies is probably 
more to do with staying abreast of change 
in consumer preferences and linking into 
the communication efficiencies on offer, at 
least for a start.”  

Continued page 48...
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CHINA, BABY BOOMERS: THE KEYS TO 
PROSPERITY
The Baby Boomer generation remains 

the biggest-spending and therefore 
most important demographic 

to market to, according to leading 
demographer and social commentator, 
Bernard Salt.

In an enlightening presentation at the 
recent AADA National Dealer Convention, 
Dr Salt showed that Baby Boomers 
continue to have more disposable income 
than other generations, and are looking to 
spend it.

He also pointed out that as long as 
Australia’s trading relationship with China 
remains strong, Australia can expect to 
be a ‘rich’ country for at least another 
generation. 

Boomers still the key

Dr Salt said Australians are living longer 
and retiring younger than ever before. Life 
expectancy is now 82, while the average 
retirement age is 58. 

“What are you going to do – sit at home 
and babysit the grandkids for 24 years?” he 
asked.

“Baby Boomers will simply not do that. 
They’ll reinvent that space. They will work 
on. They are working on – beyond 55, 
beyond 60, beyond 65. They have more 
consumer spending now than ever before. 
If your mindset is that ‘we need to be 
selling to the twenties, the thirties and the 
forties, there has been a shift in the market. 

“The narrative of life will shift, 55 to 75, 
over the next decade. And the business 
acumen is to come up with the product, 
the marketing and the messaging to 
actually connect into an aspirational, rising 
force of Baby Boomers looking to reward 
themselves. Downshifting, downsizing, 
trips here, trips there, Rhine River cruises, 
Alaskan cruises, trips around Australia. 
How can you actually build your product 
into that demographic?”

He said Baby Boomers have taken up 
1.2 million new jobs in the past 16 
years, compared with 800,000 each for 
Generations X and Y. 

“Which is the bigger market? Which 
market have you been focused on? Which 
market should you be focused on? It’s 

detergent, coffee capsules and toilet paper. 
There is no competition from alternative 
brands, “and while the brand name may 
have been present at some point, the owner 
of the consumer today is Amazon”. 

“Now again, motor cars are not quite in 
that same vein. The high investment does 
provide some barrier. But how old are our 
sales processes in the showroom? In the 
business manager’s office and in our service 
departments? 

“At the macro level we have many changes 
coming at us, driven by connectivity, 
digitalisation and hunger for ICT 
companies to find new ways to capture and 
own the consumer relationship through 
ease of transaction. As an industry, we 
already have access to most of what we 
need,; we just have to get better at utilising 
this to retain that customer relationship.”

Mr Benders said he was confident the 
automotive industry had the capability to 
rise to the challenge, but it would require 
all involved to embrace change. 

how ICT auto companies might deliver a 
variety of new solutions.”

While consumers worry about 
connectivity, battery life and access to 
information, from an industry perspective 
there is a bigger risk in the incursion of ICT 
companies. 

“What parts of the current value chain in 
automotive can be taken over by another 
model that provides the consumer with a 
one-point solution?” Mr Benders mused.

“Because such a model can bypass 
entrenched behaviours and processes, and 
potentially own the customer. If successful, 
such a model could basically remove 
current industry players from customer 
contact and see them lose that relationship 
and future purchase opportunities.” 

He gave the example of the Amazon Dash 
Button, available in the US and recently 
launched in the UK. Its function is to re-
order online, direct from the supermarket, 
basic consumer items that are annoying 
when they run out, such as laundry 

20 years. That’s before we begin to worry 
about pedestrians, cyclists, stray animals, 
obstacles, and reliable, mapping, traffic and 
road infrastructure.”

However, one by-product of the move 
to digitalisation is the increased 
communication between car systems and 
transport infrastructure, producing yet 
more data that can potentially provide for a 
better customer outcome. 

Merging the two could mean the 
emergence of a new paradigm where the 
business of automotive retailing was selling 
kilometres rather than cars. However, Mr 
Benders believed the need to plan trips in 
advance, as is currently the case with ride-
sharing, was not a better solution than the 
current model of car ownership. 

“However, there will no doubt be many 
interim solutions which may deliver some 
hybrid of ownership, self-driving, leading 
to more industry fragmentation,” he said. 

“So it is important to understand how 
customers will perceive such a future and 
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knowledge work and it’s, in fact, the 55-plus 
market,” he said.

Unrivalled growth raises consumer 
expectations 

Australia has had 25 years of sustained 
economic growth, the longest period 
without recession in more than a 
century. Dr Salt said this had created an 
environment of “outrageous consumer 
expectations”.

“Your ability to sell motor cars is 
dependent upon the prosperity of the 
Australian consumer. There are 24 million 
Australians; how rich are we, what is the 
assuredness that wealth and prosperity will 
continue? A motor car costs a lot; we need 
to be a prosperous people,” he said. 

Ride the ‘Chinafication’ of our region

In 1990 China’s economy was one-tenth 
the size of the US economy. By 2000 it was 
one-third, and it currently rates as the 
world’s second-largest economy, roughly 
two-thirds the size of the US economy.

“The argument is that by 2025 China will 
be the biggest economy on the planet, and 
in history,” Dr Salt said.

“Which country on Earth provides food, 
energy, resources, commodities, space, 
security, lifestyle, gaming services, 
gambling services, education services, 
health services, golf course services, to the 

Chinese? Oh, that’d be the Australians. 
We will be a prosperous people for another 
generation. 

“Yes, we do have debt – $326 billion in debt 
we have today that did not exist seven years 
ago. That equates to 20 per cent of our GDP. 
America’s debt is 80 per cent of GDP. The 
UK’s debt is 80 per cent of GDP. Rightly or 
wrongly, our debt can bleed out for another 
20 years, underpinning this prosperity. 
Whether it’s right or wrong, good or bad, is 
not the point. If I’ve got a business, if it’s my 
neck on the line, if it’s my business, I want 
to know what confidence I can have about 
the future prosperity of the Australian 
people – not so they can buy a Mars Bar, 
but so they can actually take out a loan and 
buy a motor car.”

He shared a chart that he believed gave “an 
extraordinary insight into the consumer 
space in Australia”. It showed that 42 per 
cent of Sydney residents were not born in 
Australia, with high numbers for other 
Australian cities as well. 

“Find me another city on the planet that 
compares with that. There is only one on 
this chart; that is Toronto, with 49 per cent, 
and they’re all Americans, just across the 
border. When you think about that: 42 
per cent – Greeks, Italians, Vietnamese, 
Chinese, Indians, Arabic-speaking people 
– it is the most dynamic, changeable, 
consumer space on Earth. Go to New York, 
the great melting pot: 29 per cent; go to 
Paris, 22 per cent.; go to Berlin, 13 per cent; 

go to Tokyo, two per cent; go to Shanghai 
one per cent. 

“The space into which you are selling 
product is changeable, dynamic. Different 
markets, different languages, different 
cultures. Aspirational. But you are dealing 
with a different customer to any other 
people on Earth, by this measure. You need 
to be responsive to these markets.”

China’s 20-biggest cities are all larger than 
Melbourne. Shanghai has added 10 million 
people in 15 years, a rate of growth never 
before seen in history. Beijing has grown by 
almost as much in the same time.

“That 15-year timeframe has taken 
Australia by the scruff of the neck and 
kicked it along, if you like, creating 
extraordinary prosperity,” Dr Salt said.

China is currently the number two source 
of new migrants to Australia, behind India, 
but will soon be number one. It is far and 
away the leading provider of international 
students, will soon overtake New Zealand 
as the greatest provider of short-term 
visitors, and buys $90 billion of Australian 
goods and services (our number one 
market) every year, while Australia imports 
$60 billion from China.

“That’s a good deal. We’re making $30 
billion a year just on that trade,” Dr Salt 
said. 

“There is no other relationship that 
compares. As long as this continues, we 
will be a rich people. That wealth will wash 
across metropolitan Australia and find its 
way into your dealerships. 

“It’s about putting your product, your 
servicing, your marketing, your message 
into an ascendant demographic profile over 
the next decade.”

Know your demographics

Dr Salt told Dealers it was crucial they 
understood where people are living. Towns 
and cities with the greatest growth over 
the past decade will remain that way for 
the next decade, as Australians continue to 
choose where to live based on commuting 
and lifestyle needs and desires.

“If was a young man, young woman, 28-29, 
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ADAPT OR DIE: GOOGLE
Modern retail businesses have to 

evolve and adapt or they risk 
becoming extinct, Google strategy 

planner automotive, David Tully, told 
AADA National Dealer Convention 
delegates.

Mr Tully said the key lesson Dealers should 
take away from his presentation was 
the need to “bring the dealership to the 
customer” via the online experience. 

He gave the example of Blockbuster, which 
at its peak operated 370 stores in Australia 
but failed to adapt to the changing market, 
turning down the opportunity to buy 
Netflix based on the spurious reasoning 
that its customers wanted the social 
experience of visiting its store.

“We’re seeing one common trend: retail 
outlets are closing,” said Mr Tully, noting 
that even giants such as Myer, Target 

putting my life on the line, putting my 
career on the line, taking out a mortgage to 
put an investment into a dealership, I want 
to know that that town has the wherewithal 
to support me not just this year-next year, 
but 10 years, 20 years, 30 years into the 
future,” he said. 

Being prepared means being open to 
change

Two years ago automotive executives would 
have told you the most important driver of 
the industry was emerging markets. Now, 
from a long way back, it is connectivity and 
digitalisation. What it will be two years 
from now is impossible to predict, which 
reinforces the need to be flexible, adaptable 
and open to change.

However, Dr Salt had some harsh words to 
say about Australia’s lack of innovation. He 
compared Australia’s 10 largest businesses 
with the 10 largest in the United States, 
highlighting that half of America’s top 
10 were formed in the last generation, 
including the top three (Apple, Google, 
Microsoft). In contrast, Macquarie Group 

(Australia’s 10th-largest company, formed 
in 1970) was the only one of Australia’s top 
10 formed after 1924. 

“We are not agile, we are not innovative, 
we are not entrepreneurial. A less kind 
interpretation, from afar, about the 
Australian people and the Australian 
consumer, is that we have enjoyed 
complacent prosperity for almost 100 years. 
We are rich despite ourselves,” he said. 

“I actually think it also speaks to a cultural 
truth about the Australian people and the 
Australian consumer. When was the last 
time we appointed an Australian of the 
Year from the business community? There 
is an antipathy by the Australian consumer 
towards big business – big banks, big oil, 
big auto, big government, big pharma, for 
example. Whether it is right or wrong is not 
the point. The point is that it is very real in 
Australia.

“It brings the home the point about the 
need for innovation or for a cultural 
change across Australia. There will be 
no more Fords and Alcoas and Holdens 

and Mitsubishis coming to Australia and 
employing thousands of Australians on 
our terms. Those days are gone. We have to 
create our own new big businesses. What’s 
our track record like? There needs to a shift 
by the Australian people at a grass roots 
level, in terms of their recognition if you 
like, of entrepreneurship, particularly on a 
large scale.”

Dr Salt said that Australians like to think 
of ourselves as being innovative, but we’re 
actually reactionary to change. 

“And the people who do change, the people 
who are responsive, whether it’s in a car 
dealership, or whether it’s in a pharmacy, or 
whether it’s in the taxi industry, they’re the 
ones who thrive and survive,” he said.

“It is not possible to actually predict what 
the auto industry and the auto dealership 
industry will look like in 2020 or 2025. 
What you can do is be open to change.  
You cannot predict what the Australian 
economy, the Australian consumer, the 
Australian market will look like in five or 
10 years’ time. What you can control is how 
responsive to that (you are).”

and McDonald’s were closing stores, not 
because they were failing businesses but 
because they were doing so much of their 
communication with customers online. 

“Businesses outside of automotive are 
shifting their models to cater for what their 
customers want.”
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THE LIGHTER SIDE OF THE CONVENTION

As is customary at AADA National 
Dealer Conventions, delegates were 
entertained by a crack lineup of some 

of Australia’s leading entertainers.

Those making the early starts for 
Wednesday breakfast were regaled by the 
rollicking raconteur, Sam Kekovich, whose 
signature mix of dry wit and bombastic 
delivery had delegates energised and ready 
to tackle the day.

Wednesday night’s cocktail event 
featured a talk from Shane Jacobsen, 
the award-winning actor behind the hit 
movie ‘Kenny’, as well as countless other 

television, film and stage roles. The story 
behind his ‘Long Road to Overnight 
Success’ (the title of his autobiography) was 
an inspiring lesson.

the customer will visit your dealership,” Mr 
Tully said.

“Customers are not just comparing you to 
other Dealers, but to every other business 
online.”

The online experience should include 
videos, reviews, and information to help 
the consumer discover the vehicle best 
suited for their needs. Comparison data, 
with figures and specifications, available 
online, can help a consumer choose their 
make and model and, therefore, which 
dealership to visit.

Dealers should ensure their marketing 
mix matched their customers’ behaviour, 

and value and review online metrics as 
frequently as they do financial statements.

Physical stores still crucial

Retail stores might be experiencing a 
reduced number of visits but the physical 
experience remains as important as ever. 
That’s why Apple is paying $3.9 billion 
in leases for its stores this year, and why 
Samsung just opened a 17,000 square metre 
store in New York in order to compete. 

“The customer craves an experience,” Mr 
Tully said.

“They don’t want to be sold to.”

Google conducts an annual survey of 
people who have bought a car in the past 
year. It found that buyers visited just one to 
two Dealers before purchasing, compared 
with five just a decade ago.

Six out of 10 Australians are test driving 
one vehicle at most. They are doing 
their homework online and know what 
they want before they ever set foot in a 
dealership. Seventy five per cent of the 
‘research journey’ is spent online. That’s 
why Dealers must strive to ensure they 
provide the best possible online experience 
to prospective customers.

“The online experience determines whether 

The musical comedy of Tripod opened 
proceedings at breakfast on Thursday, with 
their unique brand of silliness and sweet 
harmonies. 

Lunch featured another great storyteller, 
author and columnist, Peter Fitzsimons. 
The former Wallabies representative told 

tales from his years of interviewing and 
writing about some of Australia’s leading 
political, social and historical figures.

It is this ability to complement the business 
nature of the Convention with such high 
quality entertainment that makes the 
AADA National Dealer Convention the 
continuing success that it is.
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RECORD SALES YEAR IN SIGHT

The retail automotive industry is 
on track to break last year’s record 
number of new car sales, after the 

second-best July result in history and a 
strong business performance in August and 
September.

Australians bought 91,331 new cars in 
July, 94,909 in August and 102,696 in 
September, taking the year-to-date total 
to 887,076. That’s 2.8 per cent ahead of the 
same time last year according to VFACTS 
figures supplied by the FCAI.

Sales of SUVs and light commercial 
vehicles are driving the market, both up 
by more than 10 per cent on August 2015 
figures. SUV sales were up 6.8 per cent in 
September compared with the same time 
last year and are up 9.9 per cent for the year 
to date. Those sales are compensating for 
weaker passenger vehicles figures, which 
were down 8.7 per cent on September 2015 

Leading brands - July 
Toyota  17,465  (19.1 per cent share of the market) 
Mazda  8,460  (9.3 per cent) 
Hyundai  7,603 (8.3 per cent) 
Holden  7,071  (7.7 per cent) 
Ford  6,894  (7.5 per cent)

Leading brands – August 
Toyota  18,650  (19.7 per cent share of the market) 
Mazda  9,258  (9.8 per cent) 
Holden  7,667  (8.1 per cent) 
Ford  6,849  (7.2 per cent) 
Hyundai  6,536  (6.9 per cent)

Leading brands – September 
Toyota  16,716  (16.3 per cent share of the market) 
Mazda  12,009  (11.7 per cent) 
Hyundai  9,319  (9.1 per cent) 
Holden  8,564  (8.3 per cent) 
Ford  7,280  (7.1 per cent)

Leading models - July 
Toyota Corolla  3,427 
Toyota Hilux  3,136 
Ford Ranger  2,874 
Hyundai i30  2,216 
Toyota Camry  2,172

Leading models – August 
Toyota Corolla  3,554 
Toyota Hilux  3,311 

Ford Ranger  2,964 
Mazda 3  2,818 
Toyota Camry  2,458

Leading models – September 
Mazda 3  3,491 
Toyota Corolla  3,423 
Toyota Hilux  3,209 
Ford Ranger  2,903 
Hyundai i30  2,741

Sales by state – August 2016 
NSW  31,788  (up 4.1 per cent on August 2015) 
Victoria  27,096  (up 10.1 per cent) 
Queensland  18,062  (down 0.7 per cent) 
Western Australia  8,144  (down 2.7 per cent) 
South Australia  5,785  (up 13.7 per cent) 
Tasmania  1,743  (up 1.9 per cent) 
ACT  1,410  (down 2.7 per cent) 
Northern Territory  881  (up 14.9 per cent)

Sales by state – September 2016 
NSW  34,424  (up 1.7 per cent on September 2015) 
Victoria  28,766  (up 3.9 per cent) 
Queensland  19,702  (down 3.4 per cent) 
Western Australia  8,668  (down 3.8 per cent) 
South Australia  5,785  (up 13.7 per cent) 
Tasmania  2,074  (down 0.8 per cent) 
ACT  1,631  (up 1.7 per cent) 
Northern Territory  880  (up 12.1 per cent)

and 5.8 per cent for the year to date.

SUVs steal passenger car sales

The demand for SUVs continues unabated, 
now accounting for 37.4 per cent of the 
market. SUVs are challenging passenger 
cars for the dominant share of the market, 
with the latter down from a 45.5 per cent 
share in September 2015 to 41.0 per cent in 
September 2016. Light commercials are also 
rising, up to 18.6 per cent of the market for 
the year to date. 

Strong business sales

Business sales rose 21.5 per 
cent in August compared 
with the same time last year. 
This was driven by massive 
increases in sales of SUVs 
(up 31.2 per cent) and light 
commercials (up 34.4 per cent) 
to business customers.
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Thailand on top

For the first time ever, Thailand became 
Australia’s leading supplier of cars. 
Australians bought 23,803 vehicles 
imported from Thailand in July, surpassing 
the 23,359 imported from Japan. It did 
so on the back of strong figures in the 
light commercial utility and cab-chassis 
segments, where it was number one. 

Other Key Points

• The September 2016 market of 
102,696 new vehicle sales is an 
increase of 1,304 vehicle sales or 
1.3% on September 2015 (101,392) 
vehicle sales. September 2016 (26) had 
the same number of selling days as 
September 2015, which resulted in an 
increase of 50.2 vehicle sales per day.

• The September 2016 industry volume 
is up by 7,787 or 8.2% on August 2016 
(94,909) vehicles.

• The Passenger Vehicle Market is 
down 4,008 vehicle sales (-8.7%) over 
the same month last year; the Sports 
Utility Market is up by 2,529 vehicle 
sales (6.8%); the Light Commercial 
Market is up by 2,766 vehicle sales 
(17.9%), and the Heavy Commercial 
Vehicle Market is up by 17 vehicle 
sales (0.6%) versus September 2015.

Chief Executive of the FCAI Tony Weber 
said that despite the potential for a post-
financial year market ease, particularly 
in the wake of a lengthy federal election 
campaign, buyer confidence remained 
strong.

“The ongoing strength of SUV sales 
especially among business buyers is 
bringing a healthy momentum to the 
market,” he said.

http://www.washtec.com.au
http://www.washtec.com.au
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ARE YOU WINNING THE BATTLE OF 
CUSTOMER EXPERIENCE?
Faced with empowered customers, the 

need for convenience and an array of 
sales and marketing channels, today’s 

dealerships must look to win the battle of 
customer experience if they want to win 
customers.

Today’s customers expect more. They pay 
closer attention to companies than ever 
before and their expectations of how you 
should interact with them are rising. They 
want to deal with companies on their own 
terms. 

What if your dealership doesn’t meet these 
expectations? The news isn’t good; research 
shows a staggering 95% of customers take 
action as a result of a bad experience, with 
79% of those telling someone else about 
their experience1. 

The good news is you have solutions at 
your disposal to help you excel at customer 
experience. The most powerful of these is to 
have one simple goal: make it easy for the 
customer.

Customers expect things to be easy. In 
fact, new research from Salesforce has 
revealed that 70% of Australian shoppers 
ditch brands if they have endured a difficult 
purchasing process2. No surprises there, 
says John Barwood, Senior Manager 
– Performance Development at Eric 
Insurance. 

“In an era with so much choice and 
information at our fingertips, prices 
and products matter less and experience 
matters more,” says Barwood. “This is 
where focusing on providing a seamless 
and consistent experience becomes 
extremely powerful in the battle for 
customers.”

Barwood says dealerships looking to 
improve their customer experience should 
start by answering three questions: 

1. How can you make it easier for 
customers to do business with you? 
 
Take a close look at how easy it is for 

customers to do business with your 
dealership, and this also includes the 
F&I process. Which obstacles and 
barriers do you need to remove to 
make it easier? For example, think 
about how long customers need to wait 
for assistance. If you can see that there 
are sticking points, look at how you 
can make the journey smoother. 

2. What technology can help you make 
the journey easier for customers? 
 
Don’t introduce technology for 
technology’s sake. There are many 
new technologies, apps and software 
solutions out there enabling companies 
to do business from almost anywhere. 
While these technologies create new 
and exciting opportunities to engage 
customers, not all of them will make it 
easier for the customer to do business 
with you. In fact, some do the exact 
opposite. Before implementing new 
technology, ask yourself whether it 
passes the ‘low effort’ test. 

3. Are you trying to fit every customer 
into the same box? 
 
The important thing to remember here 
is that one size does not fit all. With 
huge amounts of information just a 
swipe or tap away, most customers 

have a good idea what they are looking 
for long before they set foot in a bricks-
and-mortar dealership. So once they 
are in front of you it’s more important 
than ever to listen to your customers 
and provide convenient solutions that 
fit their unique situation. This is where 
the right technology can help. 

Final thoughts

Customer experience is your biggest 
differentiator. By proactively looking for 
ways to make things easier for customers 
to do business with you, you will do more 
than change the game – you will start 
winning.

Eric Insurance was a Principal Sponsor 
at this year’s AADA National Dealer 
Convention. Eric’s expo stand launched 
Touch, a real-life example of the latest 
customer experience technology available 
for automotive dealerships. To enquire 
about a no obligation Touch demonstration, 
contact John Barwood on 03 9707 6732 or 
email jbarwood@ericinsurance.com.au.

1 Customer Experience Report, Harris Interactive 
2010 
2 http://www.adnews.com.au/news/customer-
experience-the-primary-driver-of-brand-loyalty-
salesforce-study#SHAqvthj7E3sBMEF.99
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The hardest call to be made in 
leadership is to hire, promote and 
attract people who have the right 

character but don’t yet have the necessary 
skills. 

My philosophy in this area is simple: If you 
want to be successful, you must always hire 
on character and train on skill. 

While I am not for one minute saying that 
leadership is about looking for and having 
to work with people who have absolutely 
zero skill but have great character, I am 
stating that we simply cannot have skill 
without character and expect to get any 
more than short-term results, if that. 

Let me paint the picture in the clearest way 
I can:

Imagine for a minute you are the 
recruitment manager for an airline 
company.

You are looking to fill several positions in 
the position of Captain/Pilot on your long 
haul routes. Because the role requires a very 
specific skill set, you cannot hire someone 
whose only experience in flying anything 
was winning their Grade 5 paper aeroplane 
competition at school in 1974. You are 
obviously looking for someone who has 
their pilot licence, has had several thousand 
hours in flight experience and is up-to-
date with the latest flight controls in order 
to take control of the lives of hundreds of 
people every day.

So surely my philosophy wouldn’t apply 
here?

Not true...

Think about someone who has the perfect 
skills required to do this job, but has some 
major character flaws. Maybe they lack 
attention to detail; maybe they have a 
problem with alcohol or they just have a bit 
of an attitude problem.

Would any of these have the potential to 
cause massive issues when they are nine 
hours into a 14-hour flight? Absolutely! 

So in this case we want to try and find both.

The problem is when we run an ad 
looking for someone who has both, and 
run hundreds of interviews, we can’t find 
anyone. So we go to other airlines, look 
through our domestic pilots and try to 
poach the perfect candidates. Fortunately, 
we find three great pilots with great 
character who are happy to come and work 
for us. We have, however, had to pay them 
over and above what we originally budgeted 
for, but at least we have found people. 
Problem: We have 10 vacancies.

So how do we fill the other seven positions?

That’s where we need to hire on character 
and train on skill.

We are going to look for the characteristics 
we want in our captains and develop and 
train the necessary skills for them to do the 
job. This process might take weeks, maybe 
months, or even years. That might mean it 
takes us longer to fill the 10 roles, but we 
decide to place the culture and reputation 
of the airline, as well as the safety of our 
passengers, at a higher priority than getting 
10 planes in the air next week.

So how does this relate to us as car Dealers? 

I continually get phone calls from Dealer 

Dave Benson  
CEO/Sales Expert, 
Train Retail Sell 
System            

THE HARDEST CALL  
ANY LEADER MUST MAKE
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principals and general managers, asking 
me how I attract and retain quality staff for 
my dealership. 

I believe the problem stems from a 
culture that focuses only on someone’s 
performance, and then performance-
managing out those who can’t perform 
in the short term, only to get frustrated 
by continually rehiring and refiring staff 
who can’t get to their set KPIs in the first 
90 days. Alternatively, we put up with ‘bad 
apples’ in our dealership for fear we won’t 
be able to replace them with anyone who 
can perform like them.

We focus on, ‘can they get me the results I 
need now?’ 

This is a flawed strategy, as we allow 
characters, behaviours and culture to be 
corrupted in the search for now results. 

So let me give you four keys to hiring on 
character and training on skill that will 
give you both short-term and long-lasting 
results.

1. Have a written list of characteristic 
must haves and write advertisements, 
poach, interview for and hire only 
those who tick all the boxes. Let me 
suggest a positive attitude; willingness 
to learn; ability to take instruction; 
drive and enthusiasm towards the 
role; initiative; problem solving, and 
relational and likeable, to be some that 
might make your list.

2. Have a 30-day onboarding training 
intensive that will focus on instilling 
the values, ethics and goals of your 
dealership, as well as the skills 
required to do the job at the highest 
level. This is applicable for any level of 
position you are filling.

3. Commit to working with and 
developing all new recruits for a 
minimum of 12 months. This gives 
you time to develop their skills to 
the necessary levels for long-term 
success, as well as showing faith in 
your recruits that they will be valued 

and equipped with every resource 
necessary to do their job better.

4. weed out those who don’t make the 
cut in character. This can be one of 
the hardest decisions, but you aren’t 
going to keep the good characters 
long if you allow it. The reality is bad 
company corrupts good character, 
so be the leader and set frameworks 
for standards that everyone must 
consistently achieve over and above 
performance. Inter-office politics, bad 
relationships, tension and negativity 
will stifle what you are trying to create.

While mediocrity in performance is never 
in my playbook, we must be slower to hire, 
slower to fire and be non-negotiable in our 
stance of hiring on character and training 
on skill, because the culture you allow is 
the culture you promote. 

If you would like assistance in developing a 
plan for the four keys, I’d love to hear from 
you!  
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Industrial Relations is a complicated area 
and a potential minefield for employers. 
Here are a couple of areas in which you 

need to be informed in order to protect 
your interests.

Abandonment of employment

It has become increasingly common to hear 
of employees going missing for a period 
of time without any indication that they 
intend to return. 

This can come about as a result of an 
altercation at the workplace or even 
following a performance management 
review. You cannot simply assume 
that the employee has abandoned his/
her employment and must be proactive 
in trying to verify his/her intentions. 
Attempts should be made via phone, text or 
email to confirm the employee’s intentions. 

EMPLOYMENT TERMINATION: KNOW 
YOUR RIGHTS AND RESPONSIBILITIES

If that fails, you should send the employee 
a registered letter indicating that unless 
you hear from them within, say, five days, 
you will assume they have no intention 
of returning and will treat the issue as an 
abandonment. 

For a confirmed abandonment, the 
employee has effectively left their 
employment without giving the required 
notice, which this leaves them open to 
having the notice period deducted from 
their final pay.

Constructive dismissal

In a situation where an employee resigns 
as a result of some action taken by the 
employer there is a potential for the 
employee to lodge an unfair dismissal 
claim. The Fair Work Commission treats 
these matters as ‘constructive dismissals’, 
i.e. the employee felt he/she had no 
alternative but to resign given the actions of 
the employer.

The most common example of this involves 
a demotion due to poor performance. 
Prior to an actual demotion, it’s important 

that the employee be given clear advice 
that unless their performance improves 
in specific ways and within a specific 
timeframe, they will be demoted. This 
process is particularly important where the 
demotion involves a loss of remuneration. 
If the employee ‘spits the dummy’ and 
walks out after being given this ultimatum, 
any claim of constructive dismissal is 
highly unlikely to succeed as he/she has 
not taken up the opportunity to show 
improvement.

A range of other scenarios can also 
trigger claims of constructive dismissal 
and include bullying, harassment, 
discrimination, excessive supervision 
and treating one employee less favourably 
than others. As with any claim of unfair 
dismissal, the facts will determine whether 
the applicant has an arguable case.

Knowing where you stand when it comes 
to termination of employment – at 
the instigation of either the employer 
or employee – is vital to protect your 
company’s interests and avoid potentially 
costly litigation. 

Ted Kowalski
Contributor 
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ERIC IS A DIFFERENT KIND OF 
INSURANCE COMPANY.

LEARN MORE AT ERICINSURANCE.COM.AU

Making things better.

Proud Principal Sponsor of the AADA Convention 2016.

Eric Insurance Limited ABN 18 009 129 793 (AFSL 238279)

Eric Insurance is the name that is driving 
innovation, the name that is changing the 
automotive insurance industry for the better. 
We’re not dictated by what people are already 
doing, we prefer to empower people to do 
more.

Australia wide Eric provide our partners with 
leading innovative products, fl exible pricing, 
powerful and intuitive delivery platforms and 
processes, all underpinned by personalised 
training, development and support.

Our passion for the automotive industry, 
coupled with our progressive and customer 
centric style, enables us to build long and 
strong relationships with our extensive 
network of car dealers and fi nance brokers.

Make a change for the better and join the 
ever growing Eric Insurance network today. 

1300 789 689

http://www.ericinsurance.com.au
http://www.ericinsurance.com.au


Superservice Triage is a next generation, measurable Vehicle Health Check (VHC) 
system with comprehensive analytics for better decision making. It gives you 
the key insights to increase staff performance, sales closure and profits. 

Monitor, track and report on various VHC sales metrics with point and click simplicity.

www.superservice.com

1800 810 103
start@superservice.com

REAL-TIME REPORTING  
TO BOOST SALES
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WATCH THE VIDEO

@InfomediaLtd               Infomedia Ltd

✔  Number of Inspection Reports Created
✔  Averages Sold by Advisor / Tech/ Customer
✔  Service Advisor Performance
✔  Technician Performance
✔  Percentages Sold / Deferred

✔  Reasons for Deferred Work
✔  Sales and Conversion Rates
✔  Jobs Sold on Follow-Up
✔  Total Value Identified and Sold
✔  Tyre Sales

Global leaders in parts and service software

http://www.superservice.com
http://www.superservice.com
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