LATTIMORE, BLACK, MORGAN & CAIN, P.C.

5250 Virginia Way
4th Floor

Brentwood, Tennessee 37027

(615) 377-4600 ¢ Fax: (615) 377-6688
www.lbmc.com ¢ E-mail: dealer@lbmc.com

A PUBLICATION
OF THE Auto

Group

LET’S TALK FIXED ABSORPTION

s most experts will tell you, fixed absorp-
tion is the difference between a prof-
itable dealership and one that is not.
But many dealers believe the only way
to improve their fixed absorption is by cutting ex-
penses. Here are some other ideas to help you im-
prove fixed absorption in the service department.

Most dealers have developed a mindset that in
order for their service departments to succeed,
they need to compete with “quick
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That does not mean you cannot make this service
profitable. You can start by differentiating yourself
from the quick lube shop. Introduce customers to
the service department when they purchase their
vehicles. During this orientation, tell customers
about the superior products and processes that your
dealership uses. Educate customers on the service
requirements for their vehicles. Point out that most
vehicles’ maintenance schedules require oil changes
every 6,000 to 10,000 miles, not

lube” establishments. However,
in a recent meeting with Mike
Thompson from Net Profit, Inc.,
Auto Group members gained a
different perspective. Most deal-
ers lose between $1.70 and $2.00
per oil change, Thompson said.
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every 3,000 miles. Therefore, you
can save customers time and
money by advising them to come

fewer times per year. And for
this, you can charge a premium.
According to Thompson, dealers

Generally, dealers use superior
products, facilities and personnel, compared with
quick lube shops. And in order to support these cus-
tomers, dealers need more service advisers, supplies,
stall space, parking, telephones, etc. At the same
time, dealers are pricing their lube,

that follow this philosophy go
from losing money on every oil change to making
$17 per oil change. And, as an added bonus, your
customer satisfaction index actually goes up.
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oil and filters at the same level as
the quick lube chains. All of this
added together makes it difficult,
or even impossible, for dealers to
make a profit on this service.
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