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Student Name: Che Samples

Class & Student Number: 342 -14

Academy Week (Var II): Variable Ops 2

Current situation:

Reduce variable and Simi-fixed expenses by 10% for overall Dealership

Overall Objective:

In the industry we need to always be prepared to understand where variable and 
semi-fixed expense are.  In the event of an economy downturn or other events 
that could affect us we need to understand where we can save money and what 
we can do to always stay ahead in the financial department. Currently our 
expenses are 114% over last year. We need to reduce our expenses overall by at 
least 10%. We did open a new used cost lot in March so this expense will offset 
itself next year; However, being 114% up from last year is not where we want to 
be.

Action Plan:

1) Review variable expenses - We are currently spending $45,000 a month 
overall on our DMS. This falls under our data processing services This is 
currently more than our rent factor. We need to reduce this expense by at 
least 40 to 50 percent. We are currently in negotiations with a few new DMS 
providers that will save us overall $20,000 a month. If we can save $240,000 
next year without losing technology and leads this will be huge. Unfortunately,
we will not see these saving until February 2020 but it is a first step towards 
the goal of reducing expenses.



2) Review Semi-Fixed expenses – Currently advertising cost are 9% of the selling 
cost. We can reduce this by moving our TV and print to areas that are less 
expensive. We have done this and can see the results from last year. 

3) We currently have too much inventory, this is due to eom and season, 
however being up in expenses are from last year is hurting us.



4. Review Pay plans – Currently all managers and sales people get paid on gross, 
we are looking to be creative in our payplans to save money. This is the hardest 
area to be creative in our market because of the competition and the way other 
dealers pay in our market.

5. F&I Compensation is up due to pay plan changes and per car is up.

6. Hail Expense, need to renegotiate at end of this year. Because of hail from 
previous years we could not get but two insurance agencies to give us a bid.

Before: Our expenses are in line everywhere except for the above. We will be 
reducing those by end of the year.

After: After we implement a new DMS and renegotiate Insurance and continue to
review inventory we will have reduced expenses by 10%

Timeline: 

Short Term – We need to be reducing expenses every month by 1.5% in order to get to 
goal. All departments are responsible for this goal.

Long term – Every month this is going to be monitored with reporting and goal 
achievement. We have challenged all leadership to reduce expenses each month by 
1.5%. This will be tied to end of year bonuses with achieving end of year overall 
dealership goals.



Meeting with Stakeholders (dealership personnel)
Describe what behavior change is needed to support desired goal.  Address
required coaching, training and/or consequences (PINO, Gain, Pain).  
Include timelines / Accountability / Monitoring process

a. Who: GM, and all Leadership
b. What: A once a month expense report meeting and ideas every 

month on where they saved money.
c. By When: This is already in place
d. How: 7:am morning expense meeting once a month

   

Highlighted are all areas of concern and we are 
working on as a dealership




	Current situation:
	Reduce variable and Simi-fixed expenses by 10% for overall Dealership
	Overall Objective:
	In the industry we need to always be prepared to understand where variable and semi-fixed expense are. In the event of an economy downturn or other events that could affect us we need to understand where we can save money and what we can do to always stay ahead in the financial department. Currently our expenses are 114% over last year. We need to reduce our expenses overall by at least 10%. We did open a new used cost lot in March so this expense will offset itself next year; However, being 114% up from last year is not where we want to be.
	Action Plan:
	Timeline:
	Meeting with Stakeholders (dealership personnel)

