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The views and opinions presented in this educational program and any accompanying handout 
material are those of the speakers, and do not necessarily represent the views or opinions of 
NADA. The speakers are not NADA representatives, and their presence on the program is not a 
NADA endorsement or sponsorship of the speaker or the speaker’s company, product, or 
services. 

Nothing that is presented during this educational program is intended as legal advice, and this 
program may not address all federal, state, or local regulatory or other legal issues raised by the 
subject matter it addresses. The purpose of the program is to help dealers improve the 
effectiveness of their business practices. The information presented is also not intended to urge 
or suggest that dealers adopt any specific practices or policies for their dealerships, nor is it 
intended to encourage concerted action among competitors or any other action on the part of 
dealers that would in any manner fix or stabilize the price or any element of the price of any 
good or service. 

 

 

 

 

 

 

 

 

 

 



 
 

Overview 

 

This workshop, will provide dealers with the specific steps they should follow to ensure 
that their Fixed Operations Managers are producing a profit while delivering world class 
Customer Experiences.  We will provide formulas and examples to measure Fixed 
Department performance along with guidelines that Fixed Managers should be 
establishing and following in their departments.   Dealers will leave this session with a 
comprehensive understanding of what is required to manage a successful Fixed 
Operation and a Diagnostic Tree to follow when it is necessary to diagnose why a fixed 
department is not delivering to expectations. 

 

Learning Objectives 

 

1. Upon completion of this workshop. Participants will be able to accuratley 
diagnose and correct low profit problems in their Service, Parts, and Collision 
Shop. 

2. Participants will learn how to indentify if a problem actually exists in their fixed 
department.  Additionally they will learn how to "properly" analize fixed 
department performance and recognize when a performance problem acutally 
exist. 

3. Particpants will go on a journey of discovery that will help them collect the 
pertinent information needed to accuratly diagnose and correct performance 
problems in their fixed departments. 

4. After attending this session participants will be have the knowledge necessary to 
turn their fixed departments into consistent profit producers with world class 
customer satisfaction scores.  

Successfully Managing Fixed Department Managers requires that you 
ask the right questions.  If you are not asking the right questions of your Service, 
Parts and Collision Managers you will never get the desired results 

Example:  “Why are Service Sales off this month?"  

   



The most likely answer you will get is 

   

 "Boss I checked and it is slow All Over!" 

The questions you should be asking are: 
• Repair Order Counts  ↑ or ↓ 
• Parts & Labor Sales per R/O  ↑ or ↓ 
• C.P. Effective Labor Rate ↑ or ↓ 

 
Service Managers must be required to track customer pay repair trends in order to 
determine when a problem is occurring. 

 

From Service Technicians Vehicle Inspections (MPI) reports you should be asking? 

   
 
No Service Department can be successful unless 

they manage their Customer Effective Labor Rate.  This requires that the Manager is 
constantly monitoring and adjusting Competitive, Maintenance and Repair rates to 
ensure they produce a profit? 

  

 

 

Dealership Name

Current YTD 
Avg Month 

C.P. R/O 
Count

Current YTD  
Avg. Month. 

C.P. Labor 
Sales

Current 
YTD Avg. 

C.P. 
Effective 

Labor 
Rate

Current YTD Avg. 
Labor $ C.P. Per 

R/O

Current YTD 
Avg. Parts $ Per 

C.P. R/O

Current YTD 
Avg. P&L SLS 
Per C.P. R/O

Hometown Motors 2017 5474 $520,316 $77.92 $95.07 $80.16 $175.24

2016 5214 $498,894 $80.96 $95.19 $81.83 $177.02
Difference 259 $21,422 ($3.04) ($0.11) ($1.67) ($1.78)

How many dollars of 
“declined” sales have 
your Advisors recorded 
this month? 
 

Has anyone contacted these 
customers after they left 
and attempted to sell them? 
 



As the Mix of work coming into the Service Department changes your Customer Pay 
Effective Labor Rate will either increase or decrease based on the percentage of 
Competitive, Maintenance and Repair Work that is done.  The Service Manager must 
monitor this utilizing a 100 R/O survey and adjust rates as needed to keep Customer Pay 
Effective Rate within the desired targets. 

Service    

• Customer Satisfaction Scores at or above Reg. Avg. 
• Technician Proficiency 95% PLUS 
• Average $150.00 in Labor Sales Per C.P. R/O 
• Sell $1.10 in Parts for every Labor Dollar Sold 
• 75% Gross Profit on Labor 
• 20% Net Profit on Labor 

 
Dealers should establish Goals for key Service Department Performance items then 
every month compare actual results to your goals.  This is a vital step in having a high 
performance Service Department Operation. 

 

 

 

Parts Management Limits 

In the typical dealership the Parts Manager has no limit on the amount and type 
of inventory they can purchase.  In most cases “No-One” ever looks at Parts 
Inventory aging, until, it is “too old” to sell. 



Parts are not like fine wine…   

They do not get more valuable with age!  

Questions that the Parts Manager must be asked every month are: 
 What is your percentage of Non-Stocking Parts Inventory? 
 What is your Percentage of inventory between 6 months and 12 months? 
 What is your percentage of inventory over 12 months? 
 What are your sales per employee at cost?   

Formula to calculate parts sales per employee: Parts sales $ minus gross $ = Sales at 
Cost ÷ # of employees = $ Sales per employee at cost* 

Guide = $35,000 per month - $40,000 per month for high line Parts Departments 
- Higher for large Wholesale Dealers 

*Note: do not count the Manager in this 
equation 

 

  Parts   
 Customer Pay R/O Parts Gross = 45% 
 Internal Parts Gross = 45% 
 Warranty Parts Gross = 30 to 40% (depending on Manufacturer) 
 Counter Retail Parts Gross = 45% 
 Wholesale Parts Gross (average dealer) = 25% Large Wholesale dealer =17% 

 
Establishing Goals for key Parts Department Performance items then every month 
comparing actual results to your goals is a vital step in having a high performance, 
Profitable Parts Department Operation. 



 

Collision Repair Cycle Time 

Key to Collision Volume, Growth and Profits 
 

 

 

Top Collision Shops Avg. $750.00 per day + 
 
The key to improved Collision Department sales is improving cycle times in order 
to do this management must monitoring estimates, sales, and deliveries every 
day.  
 
Management must utilize an Estimate Tracking Log to monitor; 
How many estimates did you write this week? 

How many estimates did you sell this week? 

December

NET PROFIT/LOSS AS % OF Sales

-16%
-7%
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-9%
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24%
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10%
4%

24%
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Recap of Current Parts Operations

8.00 7.50
Parts Department

-0.50GROSS TURNS
Goal Difference

DEPARTMENTAL EXPENSE AS A % OF Sales

5.00
75%
5%
20%
25%
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OBSOLENCE OVER 6 MOS
OBSOLENCE OVER 12 MOS
LEVEL OF SERVICE
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TRUE TURNS
STOCK ORDER PERFORMANCE
NON STOCK PARTS VALUE
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TOTAL GROSS AS % OF SALES

3.18
85%
9%



 

In addition to an estimate tracking log management should maintain and submit to the 
dealer a daily sales report. 

 
Monitoring Estimates Written, Estimates Sold, and Finished Vehicles delivered 
and Sales Volume on a daily basis is the necessary ingredient in Collision 
Department Profits. 
 
Successful Collision Shops Deliver finished vehicles every day! 
Goals for each Estimator; 

1. Write Four Estimates each day 
2. Sell 70% of all Estimates written 
3. Deliver 3 finished vehicles every day 

 

Monitoring the Average Repair amount tells you how the insurance companies in your 
market view your Collision Shop.  

 Collision Industry average Sale = $2,500.00 
  Averages < $2,000.00 may indicate poor insurance company relations 



 Averages > $3,000 may indicate insurance companies taking advantage of your 
Shop  - Insurance companies prefer Dealership Collision Shops because Dealer 
warranties are more desirable than Independent Collision Shop Warranties  

 

Another Key Performance Item that must be measured daily is the number of hours each 
Collision Technician is producing.  This measurement tells how well the Shops 
Production Management System is working. 

 Goal Metal Tech’s = 13.6 billed hours per day or 170% Proficiency 
 Goal Painters = 16 billed hours per day or 200% Proficiency 

 
Establishing Goals for key Collision Department Performance Items then every month 
comparing actual results to your goals is a vital step in having a high performance, 
Profitable Collision Department Operation. 
 

 

 

Is the Service, Parts, Collision Department 
Structured for Profit? 

Formula: Tasks x Volume = Staffing  

 

Recap of Current Collision Operations

December Goal Body Shop Difference

Proficiency 170% 130.00% -40.00%

Labor Gross Profit 70% 58.00% -12.00%

Parts Gross Profit 38% 31.50% -6.50%

Paint & Material as a % of Gross 45% 38.00% -7.00%

Sublet as a % of Sales 5% 16.00% 11.00%

Sublet as a % of Gross 10% 2.10% -7.90%

Personnel Expense as a % of Labor Sales 25% 51.60% 26.60%

Semi Fixed Expense as a % of Labor Sales 15% 14.50% -0.50%

Fixed Expense as % of Labor Sales 10% 5.90% -4.10%

Net as a % of Labor Sales 20% 8.20% -11.80%

 

 

 



Number One Problem I encounter is insufficient staff to generate a profit 

 
Formula for determining Labor Sales required to produce 20% Net Profit: 
Current Dept. Expenses, divided by current Gross Profit Percentage, minus desired Net 
Profit Percentage 
Example:       75% Gross Profit on Labor 

-  .20 Desired Net Profit 
=    .55 Divisor 

Example: 
       Average Month Expenses = $125,000 
  ÷ Labor Gross 75% minus 20 points = .55 (divisor)  
  = $227,273 Labor Sales required to produce 20% net profit 
Once you know the amount of Labor Dollars your shop needs to generate in 
order to produce 20% net profit you can now calculate the number of Technicians 
that will be required in order to generate the labor sales needed. 
 
1 Technician 40 hrs. wk. x 4.3 wks. Per. month = 172 Billed Hours @ 100% 
Proficiency 
  172 Hours Month X $100.00 hr. = $17,200 Revenue 
Example:    
   $227,273 Labor Sales required to produce 20% Net Profit 
  ÷ $17,200 Average Monthly Sales Per. Technician 
  = 13 Technicians required to Produce 20% Net Profit 
 
Once you know how many Technicians will be required to achieve the desired net 
profit you can then calculate the number of Support Staff that will be needed to 
support the production of labor. 
 
Guide for Support to Staffing Ratio = Minimum 1 support for every three 
Technicians…  
 
Do not Count Manager in this equation. 
 
Example: 

                                

 
 



The Problem most Fixed Departments face 
is; 
 

Not the things they need in order to be 
successful 

It is the things they have but are not using 
 

That is preventing them from being 
successful 

 
 
 
Some of the common items we see Managers not using are: 
Clearly Defined Customer Write up Process  

 

 
Every step in handling Customers in Service, Parts and Collision must be clearly 
defined and charted so that everyone involved knows what is expected of them. 
 

Service Menus are an absolute must.  Advisors cannot sell without 
selling tools. 



 
 

Menus tell the customer the manufacturer's minimum maintenance requirements and give 
customers options for basic, premium and platinum maintenance for their vehicle. 

No-Merchandising Displays   Merchandising Displays work as silent 
salesmen.  Good displays, in addition to price sell Features, Advantages and Benefits. 

 

No-Wall of Fame   A Wall of Fame demonstrates to customers the 
commitment your business has to providing your customer's with the best trained 
employees in your market area. 

Special Tools  not organized and not secure.  Technicians cannot 
repair vehicles without Special Tools.  If Special Tools are not organized and controlled 
Service and Collision Vehicles will not be properly repaired. 

 

Not Sharing Results   Employees must know where they stand 
in relation to the expectations of the job they are doing.  Managers must post results for 
everyone to see how they are performing their job in relation to the other employees and 
the department's goals. 



 

Service Pricing Guide   Makes quoting estimates faster and easier for all 
employees.  Pricing Guides also ensure all customers pay the same price for every 
service or repair they purchase. 

 

Ongoing Recruiting Program.  Every Great Manager has a "Farm Team" of 
employees trained and ready to take over when an opening exists.  Losers wait until an 
opening exists then tries to fill it, usually forcing the Manager to accept sub-par 
candidates. 

Dress Codes  Demonstrate a company's commitment to precision in 
everything they do.  Dress codes also instill confidence in employees. 

 

Parts Inventory Daily Bin Counts   Ensures that the Parts Inventory 
remains correct all the time.  They also help prevent year end Parts Inventory writes offs 
when year-end Inventories are completed. 

 

Exceptions Reports are available for Parts, Service and Collision from the 
Dealership Management Software.  The reports show when an employee discounts 
items below the Pre-set price and it shows when Labor Times are changed from the 
dealership time guide.  Exceptions report should be reviewed by the dealer daily. 

 

Month End Reconciliation to GL not done. 



 
At the end of each month the Parts Manager needs to compare the dollar amount of 
Inventory in the Parts Department to the Amount of Inventory the office is showing on 
the General Ledger.  Any discrepancies must be corrected. 

 

Special Orders Follow up   The Dealer 
should make a point of visiting the parts Special Order Bin at least once every month.  
Look at how the bin is organized.  Pull out Parts that have been on the shelf for more 
than 30-days and give to the Parts Manager to contact the customer and get the part 
installed. 

 

Other Parts Management Items the Dealer should look at include: 

 Lost Sales Posting; Goal = 5 lost sales per parts counterperson daily 
 Emergency Purchases Posting.  Must not be coded as a stock purchase 
 Phase in – Phase out not used properly.  Management should have different PI 

and PO parameters set for each category of parts; Wholesale, Retail, 
Accessories 

Collision Tools not being used 

Estimate Process Not Clearly Defined  



 

 

 

Collision Employees must have a clearly defined process flow chart to follow when 
greeting customers and writing estimates.  Without a process every employee is free to 
handle customers any way they want to handle them. 

 

Estimate Tracking 



 

 

Each Estimator must keep an Estimate Tracking Log and Estimate Closing results must be 
reported to the Dealer Daily. 

 

Materials Usage Tracking is essential to achieving 45% gross profit on Materials used in 
Collision Repairs.  The Collision Manager must maintain a material usage report for each 
technician and the report needs to compare the dollar amount of materials used for every billed 
hour the Technician produced. 

 

The ability to diagnose problems in the Service, 
Parts and Collision Department is an essential 

ingredient to success fully managing Fixed 
Department Managers. 

Following are Diagnostic Charts for  

Parts, Service & Collision 



 





 

 

 

Collision Diagnostic Tree
↓

Low or No Profit
↓

Are sales sufficint to cover expenses?
↓

Is estimate closing ratio 70% plus?
↓

Are average  cycle times better than 4.5 days
↓

Is Paint & Material Gross 45% 
↓

Is Parts Gross 32% Plus
↓

Is technician Proficiency for the shop 170% Plus
↓

Is the support to technicians ratio at least 1 
Estimator for every 2 Metal Technicians

↓
Does the shop have good relations with 

Insurance companies?



Keys to Successfully Managing Fixed Operations 

Manage by Facts Using reporting tools in DMS & other Reports  

Trust but Verify 
Every Task Must be centered around Customers Expectations 

Customers Must Come FIRST 
Constantly Look for New Ways to Delight Customers 

 

Manage by the numbers 

  
 

 

In Closing, Fixed Managers must stop waiting for Sales to deliver Customers to 
them and start going after new and used vehicle purchasers. 
 

 Letter from Service Manager inviting them to visit Service Department for a “Quick 
Check” and review of vehicle maintenance needs 

 Letter from Parts with list of accessories available for their vehicle and an incentive to 
purchase them now 

 Letter from Collision Manager informing them “What to do in case of an accident” 
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Recap of Current Collision Operations

December Goal Body Shop Difference

Proficiency 170% 130.00% -40.00%

Labor Gross Profit 70% 58.00% -12.00%

Parts Gross Profit 38% 31.50% -6.50%

Paint & Material as a % of Gross 45% 38.00% -7.00%

Sublet as a % of Sales 5% 16.00% 11.00%

Sublet as a % of Gross 10% 2.10% -7.90%

Personnel Expense as a % of Labor Sales 25% 51.60% 26.60%

Semi Fixed Expense as a % of Labor Sales 15% 14.50% -0.50%

Fixed Expense as % of Labor Sales 10% 5.90% -4.10%

Net as a % of Labor Sales 20% 8.20% -11.80%

 

 

 


