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Introduction

If you’re like most people in the United States, you dread when the time comes to buy 
a new car. Sure, you look forward to getting behind the wheel of a new vehicle, 
driving it home, showing it off to friends and family, and seeing how long you can 
keep up its new-vehicle smell and luster. But the process of actually negotiating for 
and buying a new car is an entirely different story. 

As far as comfort and enjoyment are concerned, most people rank the process of 
purchasing a new vehicle only a notch higher than getting a root canal (and believe 
me, some rank it even lower…). It’s not hard to understand why.  We simply despise 
going to the dealership, a place where many of us have had the experience of being 
taken to the cleaners.

Admittedly, car salespeople are some of the most stereotyped people in the world. 
Movies, TV shows, books—in fact every media type—paint a picture of car 
dealerships and their sales staff as undependable and mildly dishonest, at least, if not 
downright deceitful. While that’s certainly not true of all car salespeople, far too many 
of us still have persistently negative experiences on the lot to justify our trepidation 
toward the new car-buying process.

Over the past year, I’ve had the opportunity to teach the content of this book on Smart 
Planet (www.smartplanet.com), an online learning community that offers a wide-
ranging selection of courses, from painting to programming. While engaging in lively 
bulletin-board discussions and chats with my students, I regularly heard woeful tales 
of salespeople treating prospective buyers in ways that can only be deemed 
“inappropriate.” And this is understating it. Here’s a brief sample of accounts:



• A woman interested in buying a car goes to a dealership with her husband in 
tow. A salesperson walks right past her and instead asks her husband if he
needs any help! Sexism at its best.

• A recent buyer explains that a salesperson insists after the sale of a car that 
rustproofing the new car (at an added expense) was required by law. Not true! 
You may know that, but there are plenty of buyers that don’t.

• One well-prepared buyer compares his options price list (now an easy to come 
by resource) with that of the dealer, and finds that the dealer had upped the 
price on almost every feature!

• While writing a recent article for Yahoo! Internet Life magazine on using the 
Web as a resource before buying a new car, one car salesman even made a 
racial slur, saying that people who use the Web before coming to the dealer are 
“cut from the same cloth as the Chinese. They know what they want and 
they’ll do anything to get it.” Amazing!

We all deal with instances like these differently. Some of us find this sort of behavior 
intolerable, while others can simply brush it off with mild annoyance. There’s one 
thing, however, all of us are concerned about equally: 

None of us want to be unfairly separated from our hard-earned money.

The surprising fact, however, is that up until a few years ago, when the Internet started 
to make its move into the mainstream, most of us were being beaten blindly 
(financially speaking, of course) on the auto lot. Why? Well, mostly because buyers 
could not get their hands on the same critical information the dealers already had. 

Take, for example, the dealer invoice price for a vehicle. Consumers could rarely find 
this valuable information, and therefore had no idea how much bargaining room 
dealers actually had on a particular vehicle. Even before the test drive, car buyers, who 
could only work their deals off the inflated manufacturer’s suggested retail price 
(MSRP), were at an extreme bargaining disadvantage. And few if any of us were ever 
aware of the extra profits some dealers get from manufacturers in the form of 
incentives or “holdbacks.”

Today, however, the story is, again, a far different one. The growth of the Internet also 
meant that the kinds of information we could acquire from our homes or offices grew 
substantially as well. And among the kinds of information we can now easily get our 
hands on are exactly those things dealers had previously shielded from us. Now, we 
can readily find out exactly what a dealer has paid for a car, how much extra profit 
they make from manufacturers, how much each option costs, among others. With a 
little research, we can even find out what price we can offer dealers that will not only 
give us the best deal in town, but will give the dealer a fair profit, too.



That we should treat dealers with fairness, taking care of them to some degree, may 
sound odd to you. But the truth is dealers are having a hard time surviving now and 
they had been even before Net-ready car buyers started to figure out how to get a real 
deal.  

In the article I wrote for Yahoo! Internet Life, I reported  “…new-car dealers complain 
[that] the cars purchased by Internet users may even have been sold at a loss--turning a 
profit only later, in parts and service. But for the average new-car dealer, that's a 
problem that predates the Web. The dealership financial-trends report from the 
National Automobile Dealers Association (NADA) claims that new-car profits have 
been slim to nonexistent for more than a decade. ‘The typical dealer's new-vehicle 
department remains a break-even operation at best,’ the report states, while ‘service 
and parts department profits accounted for 59 percent of total dealership profits in 
1997.’

It’s true that you owe nothing to the nation’s car dealers. But it’s also true that the 
methods in this booklet rely on a healthy, competitive auto dealership industry for 
them to work. That may not matter much now, but it certainly will down the road 
when you’re interested in buying another car further down the road (no pun 
intended…).

What You Can Expect From This Booklet

I’ve designed Beat the Dealer: How the Web Can Save You Thousands on Your Next 
New Car to provide you with all the information you need to get an edge during the 
car buying process. And that edge is far from insubstantial. 

According to Autoshopper.com, a recent study by market-research firm J.D. Power 
and Associates of how new-vehicle buyers are using the Internet to help them make 
their purchases, Internet-savvy buyers who use dealer-invoice information save an 
average of $1,000 per sale over traditional car buyers.  You read that right: They save 
an average of $1,000 per sale!  And they achieve that without smoke and mirrors, 
without any sacred tricks. They achieve the savings simply by using the Internet.

Autoshopper.com estimates that some 3.25 million people already rely on the Net to 
snatch vehicle and pricing information. That's 25 percent of the estimated 13 million 
"personal use" cars sold each year in the United States. J.D. Power also predicts that 
the portion of buyers who use the Internet will grow by a steady 3 percentage points 
per year. 

This book seeks to make you a part of that percentage. Throughout the book, which is 
structured like a workbook, you’ll be investigating sites and techniques that’ll help 
you find savings that are specific to your situation. 



You’ll learn how to choose a car that’s right for you, how to check references that give 
you confidence in the vehicle you’ve selected, how to discover the fair price for the 
car, how to solicit dealer bids online, and even a little on how to wrap up the deal and 
drive your new wheels home. 

I deliver the content in this book in five separate “Lessons.” Each lesson contains a set 
of objectives, exercise steps, and an estimated time to complete them. You can 
complete all the lessons at your leisure, whether eagerly in two days, or casually over 
the course of several weeks. I encourage you to be thorough, however, as you peruse 
the material herein. And I encourage you to proceed through the lesson plan in its 
proper order, since the later lessons rely on concepts from the earlier material.

And, of course, since this book is about using the Web, much of it refers to the most 
convenient sites you’ll be using to give you your competitive edge. In other words, 
while reading this material, or even shortly after, log on, kick back, and see what the 
Net has to offer alongside the methods presented herein.

One last thing: Before you dive in and prepare to save, I’d like to thank you for 
purchasing Beat the Dealer. If you find you’d like to learn more in a classroom 
setting, you can enroll in my class at Smart Planet, where you’ll meet many others just 
like you engaging in conversation about their specific car-buying situations.

I wish you well on your hunt for the perfect car at the right price, and will consider 
this book a complete success if even a small percentage of you leave the lot beaming 
with pride from having truly “beat the dealer.” 

P.S. Feel free to send me email comments on how to improve this publication, or simple stories of your 
successes to sean@mindcollective.com.



Lesson 1 

Create a Short List

Lesson Objectives

ü Determine your prospective transportation needs and price range
ü Take online test drives
ü Visit dealers to get behind the wheel of several real automobiles

Time Involved

Three to eight hours (including the time you’ll take test driving cars in your area)

Ready to get started? During the first lesson, I’ll cover the first few details you’ll need 
to understand before you can get the most out of the rest of the book. My goal in this 
lesson is to warm you up to the exciting process of buying a new car—always a long-
term, often intimidating commitment—and assist you in deciding on a short list of 
vehicles you’re both interested in buying and feel you can afford. 

You’ll take a look at several different financial considerations you should budget 
before buying. You’ll uncover a few sites that’ll give you a better feel for your 
prospective cars even before driving. Then, wasting no time, you’ll venture out onto 
the real dealer lot for road tests that’ll help you choose which vehicle is really right for 
you and your lifestyle.

So, start your engines, and pull out onto the road to a deal on your next vehicle.

Exercise Steps

Step #1:  Determine Your Needs and Price Range

This may sound obvious, but the first thing you need to do before buying a car, is 
determine which make and model, which price range, and which options you’ll want 
out of a vehicle over at least a three-year period. Buying a car is no casual matter. 
Once you plunk down the cashier’s check, you’re committed. So take a look at your 
life and any changes you can forecast over the next few years. Things may change, of 
course, but you’ll still do well to look down the road and ask yourself a few questions, 
such as:

1) Will I grow my family? (A zippy two-seater sports car is nice, but not practical if 
you plan to drive a family of five.)



2) How will I use the vehicle? (Will it be your primary method of transportation, or 
merely a fun addition to your getaway arsenal? Will you need lots of luggage space? 
Will you use it for off-road or heavy-weather trips?)
3) How many miles do I plan to drive per year? (Any more than 12,000 miles per year, 
and you may want to consider a vehicle that boasts economical gas mileage, a 
manufacturer’s warranty, and reliability, over other luxury features, such as a roof rack 
and 30-inch tires.)
4) What fits my driving style? (If you frequently stop and go on busy streets, you may 
want a vehicle with an automatic transmission. If you commute over hilly freeways, 
you may prefer a car with strong acceleration to a car that maintains a steady top speed 
on flat freeways.)
5) What kind of vehicle expresses who I am? (For many people, a car is a creative 
expression of personality. Which kind of vehicle can you see yourself in? How do you 
look driving it? Although this isn’t really a practical consideration as much as a 
personal one, think of this: Every day you’ll get in and out of this vehicle. And when 
you do, does it make you happy?)

By now, you probably have an idea whether you prefer a sports model or a sport utility 
vehicle, a minivan or a sedan. The next thing you should do then, is determine whether 
your ideal vehicle category will be affordable (dreaming about a Ferrari is okay, but 
owning one may break your bank). In doing so, the basic points you should consider 
are:

How much money you can apply toward a down payment
How much you can afford to pay monthly
How much insurance costs for your vehicle in your area
What the current bank loan rates are

When thinking about making a down payment, the more you can spend up front is 
always better, provided you won’t have to dip into funds you’ll need for other critical 
things, like, uh, food… The more you put down, the less you’ll have to borrow, and 
subsequently the less you’ll pay a bank interest rates. Simple.

Secondly, determine how much you can afford to pay monthly. A good rule of thumb 
to follow: A monthly vehicle payment should not exceed 20% of your monthly net 
income. When you’ve determined this figure, and how much you can put down, you 
can easily figure out how much you can afford, using a basic loan program, such as 
that included in Quicken.

Quicken’s loan calculator lets you plug in variables, such as length of loan, interest 
rates, and others, to help you arrive at either a monthly payment projection or a loan 
amount. The loan calculator told me, for example, that with $300 monthly payments 
over 5 years at an interest rate of 8%, I could afford a loan of $14,795.53. Add a down 
payment of, say, $5,000, and I’m looking at cars that cost just under $20,000. (If you 



don’t have Quicken or another financial manager such as Microsoft Money, 
www.carfinance.com offers some simple Web tools that’ll help you calculate the 
monthly payments.)

A quick note on insurance: If you’re strapped for cash, overly hefty insurance 
payments may put a new vehicle just outside what you can afford. It’s a good idea to 
call your insurance company to get a better understanding of their rate plans and how 
they differ from brand to brand, and category to category.  

Before moving to Step 2, write down all the vehicle names you can think of--and think 
you’d like--in the category you’re interested in (you may have as few as 3 or as many 
as 10, but don’t worry, we’ll narrow this list down later). Also write down the total 
cost of the car you can afford (the “maximum price”). You’ll want to stick with this 
important number when the temptation arises to spend more (it always does).

Step #2: Take Virtual Test Drives

Armed with your maximum price and a list of vehicles that fit your needs, start 
visiting individual manufacturer’s sites. Simply type in www.vehiclebrand.com (such 
as www.chrysler.com), and in most cases your browser will take you to the right 
place. (More obscure brands may require you to use a search engine to find the official 
manufacturer site.) 

At each site, take a look at vehicle photos, pricing, options, and other vehicle specs. 
You’ll find that, after clicking around, you’ll have a clearer picture of what 
manufacturer’s offer, what you can afford, and what extra options you’re interested in. 
Some sites may even show you a three-dimensional image of a car’s exterior and 
interior, helping you make cosmetic decisions even before approaching a physical lot. 
Take note that these sites are like interactive brochures that promote their products. 
You won’t find much objective information here (but you’ll get that later). You’ll 
simply discover more about which vehicles you’re attracted to.

Like most manufacturers’ Web sites, Jeep’s at www.jeepunpaved.com provides shoppers with all 
kinds of information, including price, options, and specifications.

Cross-off your long list any vehicles you either don’t like or can’t afford, and move to 
Step 3.

Step #3: Visit Dealers for Real Test Drives

For the sake of example, let’s say you started with a list of 10 cars, and after step two, 
you were able to reduce that by half. Web pages are nice for gathering info, but 



nothing will help you decide on a car better than actually driving it. If you have 5 cars 
remaining on your list of prospective vehicles, it’s time to get out and drive them all. 

Visit several dealers in your neighborhood, requesting a test drive. Tell the dealer you 
don’t plan to make a purchase for at least another month (this’ll take some of the 
pressure off you as the dealer tries to convince you into making a purchase “for a one 
time low offer if you buy today!”). Drive each car in a similar location and drive them 
all in one stretch of time if possible. This will allow you to make the most accurate
comparisons, and give you the clearest idea of which vehicle “feels” like you want it 
to.

Once you’ve driven all the vehicles to your heart’s content, return home (with all the 
brochures you can get your hands on!), look back at Step 2, and see if there’s any 
other information you’d like to re-research. 

By now, you’ve probably been able to knock your list down even further, to only one 
or two cars. If not, don’t worry: in the next lesson you’ll go over some other sites 
that’ll also help you make your decision. 

One more thing: Have fun while driving! Don’t let the dealer bother you, and don’t 
even consider buying anything at this point. Simply take a card, thank the dealer, and 
get back to these lessons as quickly as possible. 



Lesson 2

Check Your References

Objectives

ü Use the Net to review vehicles on your short list
ü Study resources that’ll assist you in the whole car-buying process

Time Involved

2 hours

You’ve probably discovered already that deciding which exact car is right for you can 
be a time-consuming process. You may or may not have had the time to test drive cars 
in Step 3 from Lesson 1. If not, don’t worry. You probably get the idea of how you 
should proceed enough to explore this lesson hypothetically, if not specifically related 
to your prospective vehicles.

Test driving aside, by the end of this lesson, you should understand clearly how to 
narrow your choices down to a single car, adding a variety of objective Net resources 
to your research portfolio. You’ll also get a clearer picture of the entire car-buying 
process, using Edmund’s valuable car buying tutorials. 

Exercise Steps

Step #1: Use the Net to review vehicles on your short list

A huge number of objective reference sites are available to the consumer shopping for 
his or her next car. By this point, you should have narrowed your short list down to 
only a car or two, and now you should explore the value of sites not tied to specific 
manufacturers to help you decide, or even justify your decision, on one and only one 
car. 

Among the top sites for researching your next purchase are www.autobytel.com, 
www.autoweb.com, and carpoint.msn.com. All these sites and others are around not 
only to inform you about vehicles, but also to provide a means of soliciting bids for 
your vehicle from a variety of dealers in your neighborhood (we’ll get into this subject 
in a later lesson). Keeping the finalists on your list in mind, today you should refer to 
all these sites for car reviews, safety reports (crash tests, for example), and other 
advice related to car performance and purchase information. 



My favorite for quick access to valuable vehicle data is Microsoft’s CarPoint. 
Microsoft has done a thorough job of compiling factual information, reviews, and 
advice on almost any contemporary car. If there’s a problem with a car you’re 
considering, say, a history of recalls or crash test failures, you’ll find it here. 

Check out CarPoint and the others mentioned here, poke around, and get a feel for 
what sites like these offer. (By the way, these are three of more than thirty sites 
available to help you make a vehicle decision or to request dealer bids. A simple 
search with a search engine such as those offered at www.yahoo.com or 
www.altavista.com for “car-buying advice” or something similar should return a 
monster list of research sites for your perusal.) 

Sites such as CarPoint (http://carpoint.msn.com) offer a tremendous amount of objective 
information on issues such as car safety via crash tests.

If you’ve already decided on a particular vehicle, dig in to the specs offered by these 
sites to see whether the experts approve of your selection, or, perhaps, recommend a 
different model you either haven’t considered yet or might reconsider. 

Remember, your next car is a commitment. Reserve the time to go back over any 
previous steps you’ve taken so far if you feel you’re not 100 percent certain the car 
you’re considering is the vehicle for you. 

Also while you’re visiting the sites, check out the options and pricing for the vehicles 
you’re interested in. In some cases, available options may influence your vehicle 
decision. Keep in mind that these sites offer detailed pricing information, too, for both 
standard models and options. Just know that the info’s there. I’ll help you roll up your 
sleeves and get more into cost issues in the next lesson.

Once you’ve completed Step 1, you should have a general feel for the sites at your 
disposal, as well as a more thorough feeling for your next prospective purchase. Now, 
then, proceed to Step 2. With the vehicle you want in mind, it’s time to get a better 
feel for the whole car-buying process.

Step #3: Study resources that’ll assist you in the whole car-buying process

A number of sites on the Net claim their primary goal is to rush to the aid of 
consumers in need of valuable purchase information. Going well beyond vehicle data, 
these sites offer comprehensive training advice for vehicle buyers who, sooner or later, 
will have to “deal” with dealers. Visiting, reading, heck, memorizing word-for-word 



the tutorials offered by these sites will not only detail the best approach to the question 
“How to buy a car?,” but will give you greatly needed confidence during negotiations. 

Perhaps the hands-down, most respected site in this category is www.edmunds.com. 
Invaluable to the Net savvy auto shopper are this site’s “Car-Buying Tutorial” and “10 
steps that every car buyer should follow” sections. Click on the “Buyer’s Advice” link 
to find both pieces, and others including advice on leasing. Read them thoroughly. 
Bookmark them, too. Read them twice if you have to. This information will come in 
handy all through the remainder of these lessons. 

While you’re in the mood for reading, take a look at the recent article I wrote for 
Yahoo! Internet Life, at http://www.zdnet.com/yil/content/mag/9903/cars.html. The 
piece will give you an overview of how people are using the Net to support their car 
buying endeavors. 

Consumer information sites such as www.edmunds.com are indispensable for the vehicle shopper 
preparing to make a serious purchase. 

When you’re done, settle back and process everything we’ve addressed to date. Get 
some rest and then get ready for Lesson 3. 



Lesson 3

Do Your Math

Objectives

ü Learn exactly what MSRP, dealer cost, true dealer cost, dealer incentives and holdbacks, and 
customer rebates are.

ü Discover which features are standard or options on your vehicle and which options you really 
want.

ü Decide on a target price for your vehicle.

Time Involved

2 hours

By now, you should have narrowed your vehicle short list down to only a car or two; 
have some familiarity with online dealer networks, such as Autobytel, CarPoint, and 
Autoweb; and have developed a long-term relationship with Edmund’s reference 
tutorials on the car-buying process.

In Lesson 3, you’ll take what you’ve learned so far, roll up your sleeves, and have a 
look at vehicle options and costs, learn some valuable cost variables that’ll help you 
come up with a target price for your vehicle, and by the end of the lesson, arrive at a 
final dollar amount you’ll eventually offer dealers for your next car.

Exercise Steps

Step #1: Learn exactly what MSRP, dealer cost, true dealer cost, dealer incentives 
and holdbacks, and customer rebates are.

Because you’ll be getting into the specifics of pricing today, it’s important that you 
have a complete understanding of the terms offered in this lesson (please review the 
“Definitions to Remember” at the end of this lesson). 

A few comments on your technique for getting a good, fair price on your vehicle: 
Until the Net showed up, consumers had little access to specific pricing information, 
and thusly, had to consider the MSRP as the baseline for negotiations. But the MSRP, 
which is suggested by manufacturer’s as a price that incorporates a hefty profit to 
dealers, is, for your purposes, far too high a figure for you, or anyone, to pay dealers 
for a new vehicle. 



Now that we have the Net and specific part-by-part cost information at our fingertips, 
you can calculate your own price, based on what the dealer actually paid for the 
vehicle, plus a relatively small percentage of extra profit to the dealer. 

From here forward, then, ignore the MSRP altogether. Instead, when you begin 
pricing your vehicle and options, pay attention only to the listed “dealer invoice,” or 
dealer cost, of the vehicle. Now would be a good time to re-read the Edmund’s 
tutorials on how to buy a car. Edmund’s covers pricing information thoroughly enough 
that I won’t repeat it here. Take specific note, however, that the dealer cost is still not 
the figure you should use as your baseline for establishing the target price for your 
vehicle, but rather the “true dealer cost,” which takes into consideration any dealer 
incentives or holdbacks the manufacturer offers dealers as extra pure profit. 

Take a break for a moment and go check out additional information on target pricing 
at http://www.carprice.com/pages/prices/target.htm. Then, move on to Step 2.

Step #2: Decide which features are standard or options on your vehicle and which 
options you really want.

You’ve already visited Autobytel, Autoweb, and CarPoint, so for this step I’ll use 
another online dealer network, www.autovantage.com, as a basis for this lesson. Visit 
the site, click on new car pricing, select the model of vehicle you have left on your 
list—your prospective vehicle—and scroll down through the long column of info 
Autovantage provides about your vehicle. (I recommend you print this page out for an 
easy note-taking and take-it-with-you reference.)

As you scroll toward the bottom, you’ll see a long list of information about vehicle 
and options pricing. Scour the list of options—the printout if you have it--and put an X 
next to any options that interest you. 

Autovantage.com is another online dealer network that provides a plethora of information on just 
about any new car, including invoice pricing for standard vehicles and options.

Next, add the dealer invoice price of the vehicle together with the invoice price of all 
the options you’ve checked off. If, after adding, the price for your vehicle surpasses 
your maximum price (remember, the price you established was the most you could 
afford for a new car?), then go back through the list of options, removing those that 
are least important to you. 

If I was looking at an Audi A4 on Autovantage, for example, and wanted to add 
leather upholstery and a trip computer to the base invoice price, I’d add $1,162 



(leather) + $220 (computer) + $21,680 (invoice for vehicle plus shipping charge). If 
my maximum price were $22,000, I’d likely scrap the leather in favor of the less 
expensive trip computer to keep costs down. (If you go slightly over maximum price, 
you still may be able to afford another option or two, depending on how much lower 
you can bring the price. See later.)

Once you’ve added everything up, write this number down. This is the dealer invoice 
price for your vehicle. But you’re not done yet. Move to Step 3.

Step #3: Decide on a target price for your vehicle.

You know your car. You know what options you want. You know the dealer invoice 
price for your car plus options. Now bring the cost down further. 

Start by reading the comprehensive article at 
http://www.carprice.com/pages/newsnotes/articles/negotiate/negotiate.htm, and make 
sure to click the link in the article that takes you to specific holdback information 
(http://www.negotiationdynamics.com/holdback.htm). The latter link gives you the 
percentage of holdback manufacturer’s offer dealers for specific brands. 

When I last checked (these numbers change) BMW, for example, offered dealers a 
holdback that’s 2% of the base MSRP. Jeep, on the other hand, offered 3% of the total 
MSRP. Look to see if your vehicle brand is on the list. If it’s there, write down the 
holdback information, and calculate the dollar amount the manufacturer will 
eventually (usually quarterly) pay the dealer for selling the car. In other words, profit. 

Deduct this amount from your dealer invoice figure.

Next, search for any other dealer incentives that manufacturers offer dealers for selling 
specific vehicles. These are still often hard to find, or “hidden,” so you may have to 
rely on more investigative tactics to find this info, like calls directly to manufacturers 
or searches for discreet pages revealing this info. If you find that dealers get an extra 
incentive for selling this vehicle, deduct the amount also from the dealer invoice price.

The final figure results in the “true dealer cost,” or what the dealer actually pays for 
the car.

Example:
Dealer invoice=$20,000
Holdback= Subtract $540
Incentive= Subtract $1,000
True Dealer Cost= $18,460



Next, in order to provide at least some profit to the dealer, you’ll have to add a small 
percentage to the true dealer cost. But how much? While Edmunds recommends 
paying about 3% over true dealer cost, some hot models command a higher profit, 
while less popular cars will let you get away with paying a dealer a lesser percentage 
of true profit. 

Go to http://www.carprice.com/pages/prices/target.htm to get an idea of how much, 
exactly, the car industry is commanding in profit from specific vehicles. This page 
tells you, for example, that a Ford Explorer should get 1% to 2% ($150 to $600) over 
dealer invoice. 

Your final step for this lesson: Add the appropriate percentage profit to your True 
Dealer Cost.

Example: 
True Dealer Cost=$18,460
Profit=2%, or $369
Target Price=True Dealer Cost + Profit, or $18,829.

Congratulations! You now have the adjusted, fair target price for your vehicle. That 
was easy, wasn’t it? If you don’t think so, go back to your longer list of vehicles, and 
try calculating the target price for two of them. This should get you more comfortable 
with establishing the target price for any vehicle.

Phew! Okay, by now you’re probably starting to feel like you, finally, may have an 
upper hand in coming negotiations. And you’re right. Fun, huh?

Enjoy the feeling of potential savings and think about what you’ve done so far. When 
you’re ready, come on back to Lesson 4, where I’ll discuss how you can make this 
target price work for you. 

Definitions to Remember

MSRP
The MSRP, or Manufacturer’s Suggested Retail Price, is the price manufacturers pass 
along to dealers as a starting point in negotiations with potential buyers. (“Bob paid 
$2,000 under the MSRP on his 1999 Volkswagen Jetta”)

Dealer Cost (Invoice)
Dealer cost, or dealer invoice price, is the base cost the dealer paid the manufacturer 
for the vehicle. (“Jennifer was pleased that she nailed a price for her new Volvo that 
was between the dealer’s cost and the MSRP.”)



True Dealer Cost 
The true dealer cost, is the price the dealer paid the manufacturer for a vehicle, minus 
any dealer incentives or holdbacks. (“After calculating true dealer cost, Gus was able 
to negotiate a price for his vehicle that was several hundred dollars under the dealer 
invoice.”)

Dealer Holdbacks
Dealer holdbacks are rebates manufacturers pay directly to dealers for each car sold, 
often on a quarterly schedule. (“Subaru recently offered its dealers a 2% holdback on 
the total MSRP.”)

Dealer Incentives 
Dealer incentives represent any special offer from manufacturers to dealers that aren’t 
part of routine dealer holdback programs. (“Since Kelly’s Jeep Warehouse was 
receiving both a dealer holdback and a special dealer incentive for the month of April, 
the dealer was willing to give Bob slight discount off the dealer invoice price.”)



Lesson 4

Let the Bidding Begin

Objectives 

ü Solicit bids from online dealer networks
ü Discover how to handle bid email and calls from dealers

Time Involved

1 hour

You’ve done a lot already and I’m guessing you’re starting to get a feel for where 
we’re going next. By now you’ve selected your ideal car or truck, you’ve researched it 
inside and out, and you’ve determined a target price that favors both you and the 
dealer (but, okay, mostly you).

Ready for what’s next?

Exercise Steps

Step #1: Solicit bids from online dealer networks

Now you’re going live with the information you’ve learned so far, and you’re going to 
approach real live dealers using several of a variety of car dealer networks, such as 
Autovantage, Autobytel, Autoweb, and CarPoint. 

But first a clarification: The current state of technology doesn’t really let you buy a car 
over the Web yet. For the most part, you still have to go to a dealer in your area, fill 
out paperwork, and endure a string of “last-minute offers,” before you can get behind 
the wheel. What the Net does well today, however, is let you do most of the work 
finding a car, researching it, and carrying out a negotiated deal just short of signing 
those ever-frightful contracts. And that’s exactly what we’re going to do now.

Car dealer networks such as those offered by Autoweb provide car shoppers an opportunity to 
describe the exact car they want, as well as solicit responses from dealers carrying an inventory of 
close, if not exact, matches.



Launch your browser, and head to any of the online dealer network sites listed 
previously. (I recommend Autoweb for simplicity of design and a variety of other 
reasons I won’t get into here. I’ll use it here as an example of what to do.) Look 
around a little, and then click on the index link “Get a great deal on a new car.” 

This will take you to the first page of a form you’ll fill out to request a quote from a 
dealer in your area. Although online dealer network sites vary in the kinds of forms 
and design, most ask you for the same basic information. In the case of Autoweb, the 
first screen asks you to select an auto make and enter a zip code (Autoweb member 
dealers have agreements with Autoweb to serve specific regions, and your zip code 
assigns your request to a dealer or two in your area, or close by.) Select your auto 
make, enter your zip code, and then proceed to the next screen.

At Autoweb, the second screen presents a one-page, simple online form, where you 
can declare the specific model and series of the car you want, the colors you prefer, 
and the options. You can also fill in fields describing how you plan to pay for the 
vehicle (finance, cash, or lease), whether you have a trade in, and how you prefer to be 
contacted (I prefer email over phone).

Fill out the form, click next, and a screen pops up showing you which dealer in your 
area will receive the quote request. You also have the option of selecting from a few 
other dealers (recommended, for variety’s sake). Click done, and your quote request is 
fired off to the dealer/s. Simple as that. Proceed to Step 2.

Step #2: Discover how to handle bid email and calls from dealers

So what have you done in Step 1 exactly? You’ve told a dealer the precise vehicle you 
want, the exact options, and other information without having ever set foot on the lot. 
The dealer will call or email you (usually within about 48 hours) a quote for the 
vehicle you requested (if they have it in inventory) or a vehicle that comes close to it. 
Note that dealers only have what’s on their lot. They can order your exact vehicle, but 
more likely, they’ll try and sell you what they already have that most closely matches 
your request.

Sending a request for a quote doesn’t obligate you to buy anything. It just expresses to 
a dealer that you’re looking in general, and because you’re Net savvy, that you’re 
looking for a deal in specific. The email or phone response will sound something like 
this: “Mrs. Jones, we have a car with the exact options and style, but a slightly 
different color. We’re willing to give it to you for $200 over invoice.” $200 over 
invoice? Yes, since you’re on the Net, dealers generally know you want to deal off the 
invoice price. Dealers still approach customers that walk physically onto their lots 
with MSRP pricing, just in case they haven’t learned what you have. (But you’re too 
smart to negotiate from the MSRP, aren’t you?)



When dealers send you a quote, they claim they won’t haggle any further since the 
quote is already as low as they can go. I disagree. Dealers will use the dealer invoice 
to base their quote, but I believe you can bring them down further using your true 
dealer invoice calculations. If you don’t like the deal and can’t haggle, simply thank 
the dealer and do the online version of walking away.

Since haggling is more difficult after submitting online quote requests, I recommend 
you submit quote requests via a wide variety of online dealer network sites. After 
conducting extensive reviews of sites for a story in Yahoo! Internet Life, I found that 
returned quotes for the exact same vehicle varied widely, from $100 to $800 over 
invoice. That’s a $700 difference! Try submitting quotes via Autoweb, Autovantage, 
CarPoint, Autobytel, and another I haven’t mentioned yet, AutomallUSA.com. You’re 
bound to find a wide variety of returned quotes yourself, but you increase your 
chances of finding a deal you like from among a greater pool of dealers.

If you like the sound of a deal and don’t want to do anymore work, ask the dealer to 
send you a contract that outlines, in detail, everything the car has (from color to 
options), the cost for everything broken down piece-by-piece, and any other 
information pertinent to the deal. Don’t sign up yet, but acquire the information so you 
can examine it in your own home, without the confusing pressures associated with 
physical dealerships.

If you still don’t like the sound of any online deals and can’t haggle further, you have 
two options: 1) Solicit more dealer quotes from other sites (there are five to ten others 
that are fairly easy to find) and hope for a better deal, or 2) visit a physical dealer 
yourself, look over the lot and find the car you want. Once you find a vehicle you like, 
write down all of its options and pricing information from the MSRP window sticker, 
return home, calculate your target price, and then return to the dealer later and offer to 
take the car off their hands at your price. (If the dealer turns you down, go to another 
dealer.) If the dealer accepts your bid, ask him or her to prepare the paperwork so you 
can take it with you and look it over later, at your leisure.

Sound simple? It is, sort of. There are still other things to be aware of, such as hidden 
fees for advertising charges, destination charges, taxes, and others. Now that you 
understand the big pricing issues better, I suggest taking what you’ve learned in this 
lesson and re-reading all the articles and reference sites you’ve gone over in the last 
lessons (Edmund’s, CarPrice, and Negotiation Dynamics, for example), paying 
particular attention to smaller pricing issues. Discover what you have to pay for versus 
what you should avoid paying for. The small things add up, and you should know how 
to keep that from happening, even under the pressure of a sales pitch.

I’ll discuss negotiation strategies tomorrow, because no negotiation is a simple one 
when buying something as expensive as a car. But now you’re in a good spot. You 



know your car, you know your options, you know your price, and in less than 48 hours 
you’ll know who’s prepared to offer you the best deal in the land. 

Prepare yourself now to learn how to negotiate the final deal and seal a contract you’ll 
boast about to your friends.



Lesson 5

Drive the Distance

Objectives: 

ü Prepare for negotiating the deal
ü Wrap-up, discussion of other issues

Time Involved: 

1 hour

Lesson 5 is the last of our lessons before I leave you on your own to go chase a deal 
with your new knowledge. I may be wrong, but I’m guessing you couldn’t resist 
forging ahead quickly, and in all likelihood, you’ve probably not gotten as far as you’d 
like in preparing for this lesson. 

It’s not that you’re lazy. More likely, you may be a little behind because the previous 
lessons require more time than just sitting here and reading this book.

Choosing and test-driving cars, for example, may have taken you several evenings, 
rather than just one. And soliciting bids from online dealer networks can take up to 48 
hours or more. Understandably, if you’re seriously considering buying a car, and I’ll 
assume you are since you’re reading this, you’ll probably take some of the previous 
lessons and apply them to the next two weeks of your life. 

For that reason, I encourage you to print out the lessons you’ve gone over so far, 
review them as much as possible, and put your mind in a space that suggests you 
already have arrived where today’s lesson begins. 

That space? You’ve decided on a car, you’ve done your research to justify your 
decision on the exact car you wish to purchase, and you’ve become familiar with 
dealer pricing issues.  You’ve also determined how to come up with a target price for 
your prospective vehicle, you’ve solicited bids from online dealers, and perhaps, 
you’ve even gone down to the local dealership and target-priced an exact car on a 
specific lot. 

Now all you need to do is take all this information, go to a dealer, and negotiate 
details, both large and small. But there’re a few important things to do first. Ready? 
Okay, let’s go!



Exercise Steps

Step #1:  Negotiate the Deal with Confidence

Remember the Negotiation Dynamics page at 
http://www.carprice.com/pages/newsnotes/articles/negotiate/negotiate.htm? Log back 
on and read everything from the “Be Aware of Common Dealer Negotiating Tactics” 
(about halfway down) and below. Negotiation Dynamics has done an excellent job in 
providing critical information about the sneaky techniques of dealerships. Print this 
out, refer to it often, and try to memorize as much of it as possible. 

The next thing you’re going to do, really, is perform. You’re going to take the 
information you’ve learned straight down to a dealer (either one that responded to 
your online quote request or another you’re preparing to bring down to your target 
price, it doesn’t matter). And you’re going to be on the spot. A player on the field of 
Dealer Stadium. But you’re the Sammy Sosa of car negotiators, so you’re not worried.  
Especially if you consider the following:

Confidence
As stated on the Negotiation Dynamics page, dealers use a variety of tactics that are 
fairly psychological in nature. The tactics are designed to take advantage of consumers 
who both don’t understand the issues surrounding extra costs (for things like 
undercoating, alarm systems, and others), and who buckle under the spotlight of 
dealers and their up-line managers (the dealer’s manager, an extra negotiator, various 
people up the ladder who supposedly must “approve” any deal, and so on).

This exercise then, is to combat those tactics with tactics of your own. (Since ND has 
already described in detail the variables involved, I’ll focus more on the psychology of 
your efforts, here.)

To begin, let’s address confidence. One of the most important variables involved in 
trying to make a deal with anyone, be they flea market vendors, business partners, or 
car dealers, is to display confidence. A negotiator without confidence is a negotiator 
wearing a big V for “vulnerable” right on the breast pocket. 

Dealers, recognizing vulnerability, sense that they have an opportunity to sway the 
deal in their favor right up front. But if you’re confident, you’re in control. It’s up to 
you to set the tone of your meeting, to show the dealer you know what you’re doing, 
and that to give off a vibe that says you’re informed enough to bypass the usual tricks 
and traps.

You know what you want and you’re there to get that and nothing else.



Don’t Get Too Greedy
Negotiation Dynamics makes an interesting point when it says you should be prepared 
to play hardball, but without being unethical. That’s right. Dealers have as much 
power to deny a deal as you do, and if you’re off on the wrong foot, playing a little too 
greedy, you’re not going to get anywhere. So consider what the dealer wants (to sell a 
car at the highest price possible) and what you want (to buy a car for the lowest price 
possible), and start looking for the middle road.

For the work you’ve already done, you’re already prepared enough that you’re going 
to get a better deal than most of the others on the lot. It’s okay to shoot for the best 
deal possible, but only while doing so in consideration of the dealer’s needs, too. 

Put fundamentally, here’s your shot to befriend dealers. You’ve likely experienced in 
previous attempts at buying a car, that dealers appear to be your best friend, always 
looking out for you. Who knows what really goes on behind the scenes? But now it’s 
your turn to be the dealer’s best friend, always looking out for his or her needs. Sound 
like fun? 

Basic Preparation
Before going to pick up your car, or negotiate for it more, get some sleep so you’re 
alert when you’re engaged in speedy dialog (which is where confusion sets in and 
starts to unravel all your preparations). Study your materials from this class to the best 
of your ability, and try to stick with your understanding of all the information. 

Realize that the meeting will undoubtedly steer in directions you’re unprepared for, 
but with a little pre-planning, you can develop a strategy that brings the conversation 
back to your strengths. If the talks start discussing the dangers of not undercoating, for 
example, you can say (since you’ve learned what undercoating is from Negotiation 
Dynamics), “I have very little time this afternoon, and would like to pass on any extras 
we’ve not already discussed if you don’t mind. Now can you tell me a little about your 
service program?” 

Materials/Props
You need materials. Take everything you’ve acquired from this book (printed sheets, 
your notes, your target pricing sheets), everything you’ve acquired from dealers (such 
as brochures), and everything you think you’ll need to be prepared (a pen, notepad, 
calculator). You can even bring a friend or two for support if you wish.

Aside from the obvious benefits these materials provide, they also are like props that’ll 
help you keep control of the scene. If you feel things are moving too fast, pull out your 
notepad and start writing on it. Write anything. Even “Wow, this is going too fast,” or 
“I’d rather be sailing.” Simply by taking the time to write, the dealer will be forced to 
wait for you to get your wits about you. 



Some other fun tricks:

• Take notes, even if you don’t need to. 
• Punch the buttons on the calculator every once in a while. 
• Appear deep in thought. 
• Spread some of the more displayable items you’ve brought, the brochures, the 

Web pages you’ve printed from manufacturer sites or online dealer networks. 
• Heck, even let a business card from a competitive dealer down the street slip out 

somewhere. 

Why are you doing all this? Well, as sneaky as it seems, these props are a solid line of 
defense for you. The brochures show you’ve done your dealer visits (and that you’re 
talking to competitors already), the Web printouts show you’re one Net-savvy buyer, 
and the other stuff shows you mean business. 

The Price Sheet
The most important piece of information you need, however, is your price sheet. Have 
that in your clear view at all times. The price sheet shows you the price of the vehicle, 
the price of the options, and your other calculations (for things like fair profit). When 
you discuss pricing with a dealer, ask for a breakdown of all prices (I mentioned this 
in an earlier lesson), including invoice costs. You’ll be comparing this breakdown 
with your numbers to make sure there are no discrepancies. You want your numbers to 
match, as they should. 

You should also compare the lists to make sure the dealer hasn’t incorporated any 
unwanted options you weren’t expecting. Purchasing my last car, for example, I 
discovered it had an integrated alarm system that protected the dealer from any lot 
theft.  I didn’t want it at an extra cost, so I simply asked them to remove it. They did.

Once you’ve matched the numbers and options, and declared that you’re not 
interesting in any extras (if you’re actually not, that is), you can prepare yourself to 
discuss the final points of the deal; that is to say, the final price. 

Talking Numbers
Usually you should let the dealer go first, showing you the price at which they hope to 
sell you the vehicle (you’ve already done this in the case of requesting online bids). 
You should counter by discussing in detail what you think is a fair price. Use terms 
like dealer invoice price, dealer incentives, and the others you’ve learned here. Also 
discuss what you’ve learned about fair profit from the CarPrice/Negotiation Dynamics 
pages. In other words, discuss what you know about the national averages—the 
percentages involved—in adding a fair profit to the price of the vehicle. 



A smart dealer will know you’ve pinpointed an exact number based on fact, not on 
arbitrary feelings. That dealer will likely try to get a few more dollars out of your 
pocket, but will know they can’t totally pull the wool over your eyes. A less-than-
smart dealer will potentially argue, or even employ intensified justifications of his or 
her price. If you get confused at how the dealer arrived at a “fair price,” simply ask 
them how they performed their calculations. If you’re uncomfortable with this dealer, 
you might just want to go somewhere else.

If you’ve befriended a dealer, you may be willing to pony up a couple hundred more 
dollars just for the feeling that you worked with a dealer to arrive at a mutually 
attractive conclusion. And the befriended dealer will also feel better about helping you 
out, outside of the normal B.S. you’d expect from the scenario.

Case in point: When buying my last car (using a few of the Net resources discussed 
this week), my numbers made more tangible sense than the dealer’s. The dealer just 
plain gave up trying to work me, and said, “Listen, I understand you know what’s 
going on here. And I appreciate you getting to the point. But I can’t look like I didn’t 
do at least some selling here. So, if you add $75 more to your offer, I’ll swing this 
deal.” Simple as that. Talking about a deal in the mid $20,000 range, $75 was nothing 
compared to the satisfaction that, overall, I had a good, constructive discussion with a 
dealer. And I saved thousands of dollars in the process, overall. 

Obviously there’re a lot more things that can happen between you and a dealer during 
negotiations, but if you’re prepared, as much as possible, confident, and alert to the 
facts surrounding buying a new car, you’ll be more able to face anything they throw at 
you. 

Step #2: Final Considerations

Before we wrap up the project, there’re a few other things to keep in mind that I 
haven’t gone into yet. Following is a brief discussion of some fairly obvious things 
that many people miss when buying a new car.

Insurance. If you haven’t already, before buying a car, make sure your insurance 
company’s rates will work for you. Some cars, particularly off-road vehicles and those 
with hefty theft histories may cost more to insure. Although compared to the monthly 
price of the vehicle, insurance payments will seem low, overall they may add too 
much weight to your budget. Look into insurance costs fairly early in the process.

Financing. Check with banks, credit unions, and the Bank Rate Monitor site at 
www.bankrate.com for current loan financing rates. The Bank Rate Monitor will show 
you national finance rate averages, which will help you compare the rates offered by 
your bank or credit union. Dealers also offer financing. Knowing the best rate you can 



find before entering into dealer conversations will help you decide whether the 
dealer’s rates are more or less competitive than others. 

Trade-ins. What are you going to do with your current ride? You’ll undoubtedly get 
less for your current vehicle if you decide to trade it in, than if you sell it yourself. 
However, a trade-in agreement may be more convenient for you, and it may provide 
you with additional negotiation leverage for your new vehicle.

Taxes. When calculating costs, don’t forget to include taxes. These can be steep, but 
everyone has to pay them. Just be aware to add your local, state, and federal tax costs 
to the cost of your vehicle. These could break the bank if you’re negotiating your deal 
toward the top of your budget limits.

Extra help. This brief book provides a process framework that should help you get 
along well. However, there’re always a number of things that happen during a car-
purchase process that you may not have expected. If you have questions that aren’t 
addressed either in this book, remember that the Net is one of your best assets for 
acquiring extra help. And keep in mind that while this book’s framework has 
illustrated a number of sites, it’s a small percentage of what’s out there. Look around 
on your own, if you need more information on these or any other topics related to 
buying a car. And remember, if you're interested in learning more, you can join me as 
a student in my "How to Buy a New Car on the Web" class that I developed for 
SmartPlanet. You can register for the next scheduled class by visiting SmartPlanet at 
http://www.smartplanet.com.

So that’s all there is to it. You’re done with the lessons, hopefully preparing yourself 
to become a graduate of the art of saving money, acquiring a car, and driving into the 
future with the pride associated with knowing you got a great deal.

Only by trying the methods presented here in Beat the Dealer, and identifying the 
quirks in your individual scenarios can you better prepare for yourself for the 
unexpected. Send me photos of you in your new car, if you have ‘em, to my email 
address at sean@mindcollective.com.

It’s been entirely enjoyable creating this for you. Good luck.
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