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Heiser – Todays Your Day
	Vision Statement
To be the most admired automotive group as the result of the memorable experience we provide and the employees who provide them.  We are driven by excellence in all aspects of our business with the steadfast focus on our community.


After weeks of focusing on the overall productivity of Heiser Toyota’s service department it is easy to see that not only are we not living up to our own vision statement but we are behind in regards to many other key elements that help make this department successful.  Starting with attitude and work environment, to the overall numbers in productivity, effectiveness, CSI and ultimately gross.  The service department has shown multiple areas that need a change in direction.  


	“It is attitude, not aptitude that governs success.”
“The worst bankruptcy is the person who has lost enthusiasm.”



	
Changes can come in many different forms and sometimes just taking the first step can become the hardest part.  It is easy to keep the same processes that have been in place for years because they are comfortable, and it is even easier to talk about how those processes could be improved.   The challenge comes in actually making the changes required to create a more positive, more productive and more profitable department.  

The following evaluation of Heiser Toyota’s service department will assess the current environment as well has address some possible solutions.  Hopefully one piece, or even multiple pieces, of this evaluation will help build that first step needed to start Heiser Toyota’s growth to a stronger more profitable department. 






Advertising (a) and Marketing (b):

Most of the current advertising and marketing seems to be generated organically with the focus primarily on internal customers.  Heiser Toyota’s website does provide a handful of coupons, as well as two outside coupon books for oil changes and tire rotations.  Also an outside vendor, Autopoint, works in conjunction with the existing data base and alerts customers of any upcoming recommended services.  Autopoint helps to monitor and distribute any Heiser loyalty coupons, which are physically mailed to the customer after they spend a certain amount and earn an enough loyalty points.  

Thinking outside of the basic parameters currently provided, many additional opportunities to generate new business are available.  Some of these options can be accomplished at very little cost. All sales promotions should be managed by the marketing department and approved by the Service Manager, General Manager, CFO and/or CEO.   Processes will need to be discussed between the service manager and service advisors to make sure any new promotion is tracked properly so accurate return on investments can be calculated.  

Areas of opportunity in the marketing department:
· At least one radio or T.V. spot weekly, focusing ONLY on the service department, and what the advantages are to servicing at the dealership. 
· While hosting an offsite sales event, hand out service coupons to any potential new customer.  For example, when doing Friday Night Lights were Heiser brings a used vehicle to a local high school to generate buzz, offer service coupons to anyone that stops by.  
· Provide a “refer-a-friend” coupon for any new customer that comes in and provides a current customers name.  Both the new customer and the current customer will receive some sort of discount, or additional loyalty points.  These coupons could be left in the cup holders, or with final paperwork, of select service customers. 
· Post non-dealer competitive maintenance pricing in our service drive and on our website. 











Facility (c) and Productivity (d):

[image: ]  [image: ]

Year to date through August, Heiser Toyota’s service department has a total operating loss of ($190,175).  The above calculations show facility potential and tech proficiency for only the month of August, but even with this 31-day snap shot in time it is clear the service department needs a revised process that will allow for a more efficient use of space and time.  

This brings up an interesting debate; is low utilization and proficiency due to being under staffed or a product of poor time management and shop loading? Perhaps it would be fair to say it is a combination of both. However, with the challenge of hiring qualified personnel, it would be more beneficial to create a system that maximizes the potential of our current staff.   With tech proficiency more than 30% below NADA recommendation at only 88.68%, it is clear that there is room for growth with our current staff. 

What needs to be adjusted to make the techs more proficient:
· Mirror service hours to sales more than one day a week.  Extended Saturday hours so they match sales completely and add an additional night of evening service hours.  By making more service hours available, you can automatically generate more labor sales and help utilize the service department. 
· Additional service advisor training on walk-arounds and upselling. 
· Better monitoring of tech’s down time and shop loading with consequences when necessary
· While parts already pre-pulls all parts request, have them actually deliver the parts directly to the techs.  This would help eliminate down time while working on jobs. 

	Analyze Cost of Labor (f) and Expense Structure (g):
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Heiser Toyota pays all line and lube techs flat rate hours and two of the twelve techs are currently offered a guarantee.  Flat rate pay offers a great opportunity for experienced techs to make great money and new techs to learn without penalizing the customer.  However, with a proficiency of only 88.68%; labor sales are not high enough to cover total expenses.  Compile these the low labor sales with nearly 50% personnel expense a negative net profit month after month seems inevitable.  

It has become a huge challenge pin pointing why personnel expenses seem so high, while actual labor sales seem so low.  What was discovered is Heiser’s service department is currently working off self-generated reports that are “easier” to break down and pay both techs and service advisors.  However, these reports do not seem to generate a clear, or even accurate, outcome when compared to the financial statement and the excel calculations available from NADA.   These self-generated reports show almost all techs working at more than 100% proficiency, however that does not match up when calculated from the financial statement.   With these inaccurate reports, techs may be getting paid more than they are actual producing in labor sales.  An example of how this could be happening is techs are not consistently clocking in and out on every job.  Are techs and advisors actually getting paid on what they are truly producing? 

Ultimately more labor sales need to be sold and better tracking of all labor sales need to be done so better monitor expenses.  Revised pay plans and processes are needed for both elements. 









Pay Plans (h):

There are three different pay plans that can be brought into discussion for the service department; the service manager, service advisors and all techs.   While each role comes with very different requirements each pay plan should be pushing to gain positive results for all parties.  Currently all three of these plans could use some adjusting to help generation more parts and labor sales, gross profit and actual hours clocked.  

The current sales manager pay plan pays a base, plus a percentage bonus on gross if that gross is over a certain dollar amount, and dollar amount bonus if CSI is above region.  This pay plan provides no incentive for the manager to break out of his current routine.  The amount of gross required to earn a percentage bonus is not enough gross to cover variable expenses.  How can we expect a department to be profitable if the target gross required for the service manager to receive a bonus does not even cover half of the overall expenses for that same department? This pay plan should not only be tied to gross, but also to the shops productivity and tech proficiency.  

 Service advisors are paid on a draw, along with a percentage of gross depending on the total parts and service gross for the whole department.  The actual percentage of gross is based on how they rank in the department, for example the highest producing advisor getting a larger percentage then the lowest producing advisor. While paying everyone off the total gross may help to build a stronger team where everyone helps everyone, I am not convinced that this is the best way to encourage stronger upselling.   It is easy for weaker service advisors to just rely on others, and consistently underperform while still collecting a pay check.  Stronger advisors can actually become frustrated because it is harder for them to continue to raise their level of income due to the weaker advisors.  Service advisors plan should focus on their individual numbers, with opportunities to earn additional gross by selling additional accessories, or ‘x’ amount of customer pay hours above the average.  To encourage team work when everyone is busy an additional base pay bonus should be added to the monthly draw.  This should be itemized separately to remind advisors that they are paid to help each other out.     

All techs are paid flat-rate hours which is a pay system everyone seems happy with. Where there is room for improvement would be requiring techs to clock in and out of jobs.  This will generate accurate proficiency numbers and help highlight where we need to focus attention.  Techs pay plans should also have a component tied to productivity and proficiency. 



Detailed Performance Programs (i):

Objectives for the service department need to be set by the general manager, service manager, CEO and CFO.  These objectives need to be broken down step by step, and actually be aligned so the targeted goal can surpass what is needed to not only cover expenses but help the department become profitable again.  Goals needs to be monitored on a month to month bases with bi-weekly meetings with all parties involved till consistent growth is achieved.  Then bi-weekly meeting can become monthly.  When goals are not achieved fair consequences need to be put into place to help drive motivation.  

Level of Current Training (j):

Continuous ongoing training; this is a term introduced to me from someone within the medical field or as it was referred to - “COT”.  I strongly believe that COT is something that should be a focus in every company in every every department.  Training should not only focus on what your manufacture has to offer, but looking at what else might be available outside the box.  If Toyota offers product training, but not sales training for the service department, what could also be offer to help improve a service advisor or even a service tech’s sales ability?   What about customer service, overcoming objections, or even just training on how to understand different customers’ needs by understanding body language?  

Currently all techs have completed at least the minimum required training from Toyota.  Some master techs are working on additional classes, and a few lube techs that are looking to advance have begun taking additional Toyota classes to become a line tech.   Service advisors are also required to be complete Toyota training both online and with offsite classes, all of Heiser’s advisors have completed at least the minimum amount of training.  






Special Tools (k):
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“A picture is worth a thousand words” would be the best way to describe Heiser Toyota’s special tool room.  The special tools are located in a small dark room near the back of the shop, it has a door facing away from everyone, is positioned right next to an exit door, has no cameras, and no system for checking in or out any of these tools.  When asked if there are any issues with the tools the response was, “We do not have any real problems with our special tools.  In fact, after the last audit we were only short about $5,000 in tools were the average dealer is closer to $7,000.”

It seems unacceptable that at any time it would okay to lose any amount of money towards stolen tools.  But to be complacent towards a $5000 loss leaves me speechless.  These tools could be moved into the back end of the parts depart, and require a system for checking out and in.  Managing company property should always be a priority. 


Repair Order Analysis (l):
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The results of the above RO analysis summary fall right in line with the other calculations provided in this service department evaluation.  There is a lot of room for improvement in many different areas.  From top to bottom, we can start with the difference per flat rate hour.  On average Heiser’s customer earned labor rate is only $89.99, $42 below the targeted labor rate.  More than 33% of the sample RO’s fall under that category of competitive, only averaging $46 per RO.  While bringing in competitive business is necessary, it becomes in issue if these opportunities are not maximized.  Sixty-five percent of this sample are one item RO’s.  Sixty-five percent of time neither the service advisor or tech are able to build value in any additional repair or maintenance item.   
Could it be said that when a customer is coming in for just an oil change and tire rotation they do not need anything else at that time?  That perhaps the customer is in a hurry and doesn’t have time to do anything else, this is supposed to be a quick service? Absolutely not! These statements are nothing more than excuses.   Looking even deeper into the RO analysis, 67% of the vehicles in the sample are more than four years old.  Meaning 67% of the vehicles coming in for service are out their bumper to bumper warranty.  So where do we start in changing these numbers?  Below are a few different steps that can help get the numbers moving in a different direction;

· Mandatory service advisor walk-arounds on every customer driving into the service drive.  This will require changes in our current process, as well as some additional training for service advisors on how to do a successful walk around. 
· These mandatory walk-arounds could also be performed by the service greeter.  Currently the service greeters job is to only meet the customer in the service drive when the service advisors are too busy.  They take the customers keys, confirm the appointment, and get the miles off their vehicle.  This could be a great opportunity to help create a career path for our greeters, by training them on how to do a walk around and learn about the vehicle.  They could be spiffed on recommended items that are ultimately sold.   With a proper walk around they could then transfer the customer to the advisor as well as transfer the trust much like a salesman does for a finance manager. 
· Service menu’s, parts and labor pricing guides and competitive pricing boards; professionally printed, kept up to date, and easily available or visible.  Any of these items will help upsell additional items and help both the customer and the advisor fell more comfortable. 
· Video walk-arounds sent directly from the techs to the customers.  Videos provide the customer with visuals of what is exactly going on their car, and allows the techs to create a stronger relationship with the customer.  
· The service manager, or even the service tech, should follow up on declined work.  The service advisor and service manager can work as team while the customer is still in the shop.  When work is declined by the customer the advisor could talk to the manager who could provide a “second face” with the customer to talk more about it.  The manager should be the only one able to discount work if needed to earn business that may not otherwise be captured.  If the service manager is unavailable or still not able to sell the work, the service tech could follow up the next day.  If this is done in conjunction with video walk around a relationship has already been started which can make this turnover easier.  Tech could have a dedicated time each day when they first arrive to follow up of customers from the previous day. 
	
Strengths:
· Flexible with time off/hours
· Understanding when life happens
· Finding what we CAN DO to help customer with concerns
· Core staff understands the bigger pictures
· Flexibility of the core staff
· Facility
	
Weaknesses:
· Although customers are our highest priority, we shouldn’t allow them to take advantage
· Communication between departments
· Lack of owners and corporate presence at the dealership
· Unnecessary steps to complete processes
· Taking employee feedback and making changes. 
· Self-centered staff
· Training of the new staff
· Drawing in of new staff to fill openings
· Lack of overall team unity
· Consistency

	
Opportunities:
· With growing technology in vehicles it will be harder for independents to service. 
· More advertising
· Compete more on used car inventory
· Keeping up with the changes in technology and utilizing it at the dealership.  Too many “old school ways”
· Figuring out customers concerns other shops could not. 
	
Threats:
· Independents
· Big box retailers
· Price matching
· Time spent getting aftermarket parts/accessories









SWOT Analysis with an Action Plan (m):

Strengths:

Customer are the highest priority.  Along with a vision statement Heiser also focus’ on guiding principles and the very first line says “Customers are the Highest priority.”  Many of the employees understand this, and feel as if the company will do whatever it can to make the customer happy. 

The balance between home and work can always be a challenge.  Overall Heiser is flexible and understanding that things happen and work with the employees as much as possible to help keep that balance in line. 

The current building is only about ten years old, but the service department was very much taken into consideration when it was built.  The service department is large, open and easy to work in.  


Weaknesses:

Communication.  Communication.  Communication.  Overall there needs to be better communication between departments, within the department and with customers.   Each department could find better ways to understand each other needs and limitations.  Communication within the department, between each other and with management.  Being able to talk to each other might be easy, but understanding how to actively listen and learn from each other needs improvement.  Then taking that feedback, and what we learn from each other, and making the changes needed to make the department better. 

Training above and beyond the minimum requirements, not just for new staff but for all of the staff.  The fifth line of Heiser’s guiding principles states “Achieve Excellence”.  Achieving excellence includes having the best team, and being the most qualified in the industry.  Heiser should help support the staff in achieving personal excellence whenever possible. 

Short staffed and team unity.  Heiser is not the only dealership that is concerned about being short staffed.  While management is contently looking to fill open positions, they also need to focus on creating an environment that people do not want to leave.  The final line of the guiding priciples says “One Team, One Direction”. Having an environment that encourages everyone to work together and that the company stand behind them can help create better team unity and a place of business people want to come work for.  

Consistency between processes, management and expectation is not happening.  A direction for the department needs to determined, outlined and followed by all those involved.  Staff should not wonder if what is expected of them today is the same that will be expected of them tomorrow. 

Opportunities:

More advertising could bring in new customers and help grow the department.  New customers and better processes come with huge opportunities.  

New technology comes with new ways to maximize the potential of the dealership.  Better computers for techs, mobile scan tools for parts, and video walk-arounds are just some of the areas new technology can help move the department in a positive direction. 

New technology along with better training, can create a shop that can figure out customers concerns better and more efficiently than some of the competition.  

Threats:

Independents, big box stores, and even more local competition can easily become bigger issues.  Two new dealerships have open on the same street, which could cause the loss of some off brand customers in the area.  Independent and big box store offer later hours, same day quick lube, and Sunday business which all effect service retention as well as growing our new customer base.
















Action Plan:
 Goal:
Raise effective labor rate per RO to $132 by lowering one line RO’s to less than 40%. 

Benefits/Consequences:
[bookmark: _GoBack]Lowering one line RO’s will generate additional labor hours, raise tech proficiency and help make a more profitable service drive.  Additional work sold will also bust the parts department sales and revenue. Continuing to have a high percentage of competitive business without the ability to upsell will only maintain the cycle of negative net profit.

Obstacles for implementation:
The major obstacles will be personnel in implementing stronger processes, generating a new culture for follow up, getting approval for additional technology and having management that will actually hold everyone accountable.  

Task/Role/Completion Date:

	Training and explanation of mandatory walk-arounds 100% of the time. 

	December 1, 2019
	Service Manager, General Manager, Service Advisors

	Walk-around, product, and manufacture training for greeter.

	December 1, 2019
	Service Manager and Greeter

	Post non-dealer competitive maintenance pricing in our service drive and on our website. 
	December 15, 2019
	Service Manager/Marketing/Digital Team

	Implement video walk-arounds and additional tech involvement and follow up. 
	January 1, 2020
	Service Manager/Techs/Digital Team

	Adjust all pay plans to focus on productivity and proficiency. 

	February 1, 2020
	CEO/CFO/GM/Service Manager/Service Advisors and Techs
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Performance

Labor Sales / Month Hourly Labor Rate Hours Billed

Customer Car* 86,278 $              

÷

132.00 = 653.6

Customer Truck*  

÷

  = 0.00

Customer Other*  

÷

  = 0.00

Warranty 48,305 $              

÷

114.00 = 423.7

Internal 42,048 $              

÷

132.00 = 318.5

New Vehicle Prep  

÷

  = 0.00

Total 176,631 $             1395.9

POTENTIAL

176,631 $              

÷

1395.89 = 126.54 $      

Total labor sales for month Total hours billed Effective Labor Rate

12.00

x

9

x

27

=

2,916.0

# Service mechanical technicians # Hours/Day Working Days/Month Clock Hour Aval

2,916.0

x

126.54 $         

=

368,979 $    

Clock Hours Available Effective Labor Rate Labor sales potential

2,107.0

÷

2,376.00 = 88.68%

Hours Billed Hours Available Tech Proficiency

   Customer labor divide by the Customer Effevtive Labor rate from the R. O. Analysis

NADA ACTUAL SERVICE ANALYSIS     

How proficient are your technicians ?
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Category Sales Gross

Gross as 

% of 

Sales

%Sales 

Contribution

Customer Car 86,278 $                    59,152 $              68.56% 48.85%

Customer Truck     0% 0%

Customer Other     0% 0%

Warranty 48,305 $                    38,337 $              79.36% 27.35%

Warranty Other 0% 0.00%

Internal 42,048 $                    32,243 $              76.68% 23.81%

NVI / Road Ready     0% 0%

Adj. Cost Of Labor   0% 0.00%

Total

176,631 $                  129,732 $            73.45% 100.00%
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Expense Category Dollar Amount

Department Gross 135,219 $              

% of Gross

Profile

Variable Expense 14,520 $                 10.74%

Selling Expense 15,567 $                 11.51%

Personnel Expense 62,477 $                 46.20%

Semi-Fixed Expense   0.00%

Fixed Expense 83,282 $                 61.59%

Unallocated Expense 0.00%

Dealer's Salary 0.00%

Total Expenses 175,846 $               130.05%

Net Profit (40,627) $                -30.05%
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Averages

Competitive 1,530 $        ÷ 33.20 = 46.09 FRH Average

Maintenance 2,726 $        ÷ 25.20 = 108.19 FRH Average

Repair 4,480 $        ÷ 38.80 = 115.46 FRH Average

Totals 8,736 $        ÷ 97.20 = 89.88 Customer ELR

Target Labor Rate 132.00 Per FRH

100 Difference -42.12 Per FRH

Total Cost of Labor 2482.35 ÷ Total Sales = 28.41% Percent Cost of Sales

Total Cost of Labor 2482.35 ÷ Total FRHs = 25.54 Cost per FRH

Total Labor Sales 8,736.36 ÷ Total ROs = 87.36 Avg Labor per RO

Total FRHs 97.20 ÷ Total ROs = 0.97 Avg FRH's per RO

Menu Sales ÷ Total ROs = Percent Menu Sales

Competitive FRHs 33.20 ÷ Total FRHs = 34.16% Percent Competitive

Maintenance FRHs 25.20 ÷ Total FRHs = 25.93% Percent Maintenance 

Repair FRH 38.80 ÷ Total FRHs = 39.92% Percent Repair 

One item ROs 65 ÷ Total ROs = 65.00% Percent One Item RO

2020 2019 2017 2015 Older Total

0 0 5 10 67

0.00% 0.00% 5.00% 10.00% 67.00%

100

11
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7.00% 11.00%

Cost of Labor

Repair Order Measurements

2018 2016

Model Year Analysis

Total Ro's in Sample

Repair Order Analysis Summary Report 

FRH's on 

RO's

Sales in 

Dollars Analysis



Labor Mix

Percent Competitive Percent Maintenance Percent Repair
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Number of Bays

23

x

Number of Days

27

x

Number of Hours

10.8

x

Effective Labor Rate

126.54

 

FACILITY POTENTIAL

848,678 $          

Total Labor Sales

176,631 $          

÷

Facility Potential

848,678 $          

equals

FACILITY UTILIZATION

20.81%

FACILITY POTENTIAL

FACILITY UTILIZATION


