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Ok, here's how car dealers operate.

They buy new cars from the auto companies and sell them to the public. They also operate service departments, sell parts, arrange financing, and sell used cars. Many dealers have franchises from more than one car company.

The typical dealer has annual revenue under $50 million and fewer than 60 employees.

Car companies usually allocate cars to dealers according to how many they sold last year. Dealers receive a mix of cars, with various colors and features. To get the exact car a customer wants, they often trade with other dealers.

They may get inventory financing from the car company, called floor plan financing.

Much of a dealer's profit comes from after-market features like car alarms, from trade-ins, and from the service department.

Many dealerships have websites that allow customers to see their inventory.

Here are some strategic things you should know.

The auto industry is very sensitive to recessions and depends heavily on financing.

AutoNation is the largest dealer, with hundreds of locations.

Because so much cost information is on the internet, dealers have less room to bargain with customers, and make low profits on each car. To make up, they have to sell lots of cars.

The price of a used car is about half the price of a new one.

Because customers find car-buying very stressful, some dealers no longer negotiate prices.

Here are some good talking points.

How many cars do they sell per year? A large dealer may sell a 1000.

How many dealers do they compete with?

Do they get floor plan financing from the manufacturer?

How much of their profit comes from new car sales? From service and parts?

Do their customers usually qualify for financing?

How much were they affected by the recession?

And finally, how do they see their business evolve in the future?

Now you're ready.

