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A season of contradictions? It’s the econo-
my, Stupid? Economic reports indicate 
things are slow, people aren’t spending 

and we have double digit unemployment in 
California. For those who are out of work, it’s 
horrible, and the ripple effect has penetrated 
the psyche of America. Car dealers saw the 
economic struggles first hand a couple of years ago; it devastated many in 
our industry.  
  This year, the one bright spot in the economy is the retail auto indus-
try, which is well into a recovery. With the exception of the natural disas-
ters in Japan, most manufactures are seeing double digit sales increases 
year over year. This unique growth is due to several factors: an aging fleet 
of vehicles, a shortage of quality used cars, low interest rates, and a lot of 
good new product in the showrooms. I am thankful auto buyers are chal-
lenging the psyche of America whether it is by need or desire, we can all 
be happy we are still in the game and optimistic about our industry.
  Politics as normal? In a strange turn of events, politics are not normal 
in California, the CNCDA had a very successful year in sponsoring three 
bills which are all now law. Not that the success of our team in 
Sacramento isn’t normal, it is, and they have a great record to prove it. 
This year, it’s the way they achieved their goals. Well, it would be more 
accurate to say it’s “the who” dealers sided with in passing legislation that 
made it interesting. The car dealers and the consumer advocates were 
actually on the same side lobbying together on a vehicle registration bill, 
the trial attorneys and the dealers on a finance bill—and the factories and 
dealers helped pass reforms to the franchise law. Those are three groups 
that have been on opposite sides of many issues in the past. 
  Lastly, for the first time in our 80 year history, we will move our annual 
installation of officers from the third Thursday in January to the second 
Thursday in the month. I encourage you save the date and attend on 
Thursday, January 12th as John Davis will be installed as our second 
-third generation president to this great association.

President’s Message
By Matt Browning, 
Browning Auto Group, Cerritos

Matt Browning
SMCDA President

Sincerely,
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Scholarship Golf Tournament Raises More than $25K 
Proceeds will support student scholarships at Cerritos College and Northwood University

Setting up for a 
pitch and a 

swing at 
SMCDA’s golf 

tournament on 
Monday is the 
team from the 
Norwalk Auto 
Auction. The 

annual tourna-
ment raised 

more than 
$25,000 for stu-

dent scholar-
ships at Cerritos 

College and 
Northwood 
University.

Special Thanks to the 2011 Scholarship Golf Tournament Sponsors
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By Jan. R. Kelly, Kelly Enterprises

There is a process that should be followed to 
maximize every opportunity. In these difficult 
economic times, every opportunity counts, 

every effort counts, and, in order to make the sale, 
F&I professionals need to make the second and 
third effort. Here are three keys to help you maxi-
mize those opportunities.

1) Consistent presentation.
  Make sure your F&I presenter makes a consis-
tent value added presentation to each and every 
customer. Record the presentation, play it back, 
and listen as a customer would listen. Provide pos-
itive feedback. What could have been said better 
from a customer’s point of view? The interview 
and presentation should not take any longer than 
15 minutes. That leaves five minutes to address the 
objections. Remember the clock is ticking. We 
have only 20 minutes of the customer’s concentra-
tion from the time they cross the threshold of our 
office.

2) Clarify the objection.
  Repeat the objection to the customer, making it 
a positive requirement. If the customer says, 
“Wow, that payment is too high…” begin with: 
“Then you see value in the coverage don’t you? 
What I am hearing is that you need the payments 
to fit into your budget, is that right?”

3) Implement the READY strategy.
  a. Reverse—“That is exactly why you need this 
protection to eliminate any unplanned future 
repair expenses that could be a hardship on your 
already fragile budget. What I am hearing is that 
you would like the plan, provided we can find a 
way to make it fit into your monthly budget, is that 
correct?”
  b. Elaborate—Perhaps the customer had a ser-
vice agreement before, with which they had a neg-
ative experience, and they are still angry with the 
company. Get ready to ask them to elaborate, let 
them vent. They are telling you what it will take to 

Three Keys to Turning an Objection Into a $ale

Continued on page 5
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sell them. Be quiet until they are finished. 
Begin with…“I am sorry to hear about your 
previous experience. We have had other cus-
tomers with similar stories and thank good-
ness they choose to do business here. As you 
know we have been servicing our communi-
ty for ___ years and we stand behind our 
policies. Let’s review what is covered—and it 
is in writing so you can make an informed 
choice, okay?” Bring out the written policy 
and review the coverage in depth, “policies 
are better today and they are insured by 
_______ (a rated insurance company).”
  c. Admit—“Yes, we too have had some 
difficulties with some companies in the past. 
That is why we stand behind what we sell. We 
have completed research and have chosen 
______ because of their outstanding track record 
and high customer satisfaction. Can you see 
where this type of coverage can protect your 
future repair budget? How many years of cover-
age would you like,___, ___ or ___?” Offer them 
a choice between something and something.
  d. Deny—Perhaps they had a bad experience 
with another company. Begin with… “I am sorry 
to hear that, please realize that your previous 
experience was not with us. Our plan’s coverage 
is well defined and backed by a solid insurance 
company. Doesn’t it make sense to limit your 

personal exposure to future repair bills with this 
solid policy? How would you like to pay for the 
coverage, cash, check, or include it in the financ-
ing?”
  e. Ask why—If they will not respond to your 
inquiries trying to isolate the issue, ask them 
why. Begin with: “Rest assured we do not want 
you buying anything you do not see any value in. 
Most of our customers choose to buy _____ to 
protect their future repair budget. Our owner is 
always curious as to why customers choose to 
face the future without this valuable coverage. 
Can you help us improve in the future? May I ask 
you what about the plan you did not like?”
  First try to secure the sale as a package, then 
isolate the objection and address that specific 

concern. If that does not secure the 
sale then bring out the proof state-
ments, and share an example of a 
claim. If you cannot succeed in 
making the sale you should have a 
customer declination form. 
Documentation showing the cus-
tomer had the choice to purchase 
on a certain day and elected not to 
purchase the coverage can save the 
dealership down the road?
As I tell folks, service always gets 
paid for. The question is, from 
whom?  
Originally published in Dealer Marketing 
Magazine, October 2009. Visit Jan Kelly 
online at www.jlkelly.com.

Continued from page 4
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“Value for your money, quality for your time”

SERVING 
DEALERSHIPS ... SINCE 1964

Calculating Net Profit and Fixed Absorption

The first step to reaching your service poten-
tial is knowing where you stand, and where 
you should stand. Bottom line, you’ll want 

to earn the best net profit you can. This means 
ascertaining that expenses are in proportion 
and under control. Use your financial state-
ment to subtract total expenses from total 
gross; the result is your net. 
  As a rule of thumb, personnel expenses 
(which may appear on your statement as per-
sonnel, variable, or selling expense) should 
amount to 45-50 percent of the gross. All other 
expenses should run 25-30 percent of the gross. 
  In general, successful service departments 
should net 20 percent after absorbing their 
share of administrative or indirect expenses. If 
your expenses are greater than 80 percent, and 
the culprit is not gross retention, concentrate on low-
ering expenses—common costs to rein in include shop 
supplies, policy work, uniforms, and parts washers. 
You can achieve a 20 percent net; like a small increase 
in gross, a small decrease in expenses can have a big 

impact on sales needed to make your best net.
  Fixed absorption is yet another area to scrutinize. 
Fixed absorption is the extent to which the fixed 
departments (service, parts, and body shop) can cover 
the entire dealership’s adjusted overhead expense (i.e., 

Continued on page 7
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Continued from page 6

• Degrees for working adults
• Year-round enrollment
• All classes taught on campus

The Business University at Cerritos College

Learn more at cerritos.edu/northwood

Supercharge Your Education
Earn a Bachelor’s Degree 

in Automotive Marketing and Management 
from Northwood University.

total dealership expense less expenses directly attribut-
able to vehicle sales—commission, delivery, and poli-
cy). 
  Absorption, important in any sales climate, becomes 
critical when vehicle sales slide. Variable income flow 
goes down, but expenses increase. The more of the 
debt load you can take off variable operations, the eas-
ier it is for them to sell vehicles. Aim for as close to 
full (100 percent) absorption as possible. 
  NADA 20 Group guidelines, which include used-
vehicle gross in the formula below, recommend 100 
percent absorption. NADA Academy, basing its guide-
lines on the experience of the top 20 percent of dealers 
who are successful in all departments, recommends 75 
percent absorption, with or without a body shop. If 
your absorption is low, look at your grossing patterns. 
Service should be holding 70 percent, parts should be 
holding 38 percent, and body shop should be holding 
65 percent on labor, 30 percent on paint and materials. 
If you’re holding gross in all these areas, examine 
expenses. 
  Advise the general manager or sales manager if you 
find that the service department is in the position of 
absorbing costs it cannot control, i.e., floor plan inter-

est on and advertising of aged inventory.
Calculate your fixed absorption using the numbers 
from your financial statement in this formula:

Gross profit (parts dept + service dept + body 
shop) ÷ dealership overhead expense = 
absorption percentage

   This article is adapted from Service Department 
Performance Analysis. Please sign in to www.nadauni-
versity.com and visit Resource Toolbox to access this and 
other Driven guides.
  For more on fixed absorption, NADA Academy 
instructor Robert Atwood will present a week-long 
advanced service management seminar at NADA head-
quarters in McLean, VA from Oct. 31 through Nov. 4. 
For more information, sign in to www.nadauniversity.
com, visit the NADA U Store, and select “Webinars & 
Seminars” under “Products.” You can also call NADA U 
Customer Service at 800.557.6232.  

Save the Date for SMCDA’s Annual 
Installation of Officers, Thursday, January 

12, 2012! Stay tuned for more details.
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SMCDA Delegation Has Full Plate in Washington D.C.
Board members travel to D.C. for NADA Conference

SMCDA Board members Matt Browning and 
Nick Worthington visited Washington D.C. in 
September for the NADA Washington 

Conference. The two-day event included work-
shops, political updates and appointments with 
local members of congress, including Janice 

Hahn, Laura Richardson, Linda Sanchez, Grace 
Napolitano and Lucille Royball Allard. Pictured at 
left above are Nick Worthington, Congresswoman 
Richardson, Matt Browning, and Todd 
Leutheuser.  
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“If you lose dollars for the firm by bad decisions, I 
will be understanding.  If you lose reputation for the 
firm, I will be ruthless.” ~Warren Buffet

A few weeks ago I was asked to give a Social Me-
dia & Online Reputation assessment for 5 auto 
groups across the U.S. These groups contain all 

the main categories of auto retail: Imports, Do-
mestics and high-line European. I was shocked at 
what I found. One well-established BMW store had 
18 reviews for a total of 1.5 stars. 14 of those were 
1-star reviews, and they’re all posted on page one!
  In the 2011 Cone Online Influence Trends Study, 
research found that 80 percent of shoppers change 
their purchase decision based on negative reviews.
  Some dealers and other businesses mistakenly 
believe that having a presence on Social Media is 
separate from online ratings. The Social customer 
looks at you holistically. They’re shopping for their 
next car, or to service their current one, and they 
visit Social Media sites simultaneously. If they read 
reviews like this example above, 80 percent will go 
elsewhere.
  The time to act is now. Dealers have been rated 
for years through their franchise-specific Customer 
Satisfaction Index. Those results are published by 
the OEMs and JD Power. CSI is one of the most 
important components of daily operations. Social 
commerce demands that you sit up and take notice. 
When negative things are said about you 
online, you need a strategy, just like the 
CSI process, to counteract them.
  Sadly, the dealers I analyzed thought 
not that many people paid attention to 
the online ratings or they simply didn’t 
have the tools to rectify the situation. If 
you find yourself in this same position or 
if you feel like there’s not much you can 
do about it, think again. Being proactive 
about obtaining online reviews is critical 
to your bottom line.
  A best practice strategy for online 
reviews is to train your front-line person-
nel on how to ask for them. You trained 
them on CSI procedures and you’ve 
incorporated CSI into their pay plans. Set 

goals for your 
online reputa-
tion. Motivate, 
recognize and 
reward your 
staff to get their 
buy-in. It’s going 
to interrupt their 
daily routines for a while so 
be creative. Give a monthly 
bonus for the best review or 
hold a contest for who can get the most authentic 
5-stars reviews. As your staff becomes aware of 
your intent, so will your customers.
  People with a negative experience are always 
more motivated than a loyal happy customer, it’s 
just human nature. But for every dissatisfied cus-
tomer, there are at least 100 happy customers who 
can be invited to tell their story. Good customers 
write great reviews. You need to be diligent in ask-
ing them to do it. Encourage authentic reviews so 
that when a potential buyer starts their research, 
your online reputation reflects the opinions and 
experiences of your raving fans.
  Kathi Kruse is an automotive Social Media 
expert, bringing 30 years of ‘best practices’ dealer-
ship management experience to dealerships across 
the U.S. Visit her online at www.krusecontrolinc.
com.  

By Kathi Kruse, 
Kruse Control, Inc.

Catering

Employee Appreciation
For the Holidays

minimum 50 guests for bbq on site

www.cafenstuff.com

Reserve Your Date by October 31st &
we will include FREE Holiday Cookies

For the Day after Thanksgiving

Served at Your Location or Ours
Breakfast ~ Lunch ~ Dinner Menus Available

Call Café n’ Stuff  888-888-9292 today

Follow us on Facebook

Special Luncheon Packages
Begin at $12.95 per person

Build an Online Reputation You Can Be Proud Of
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Powerful Advertising Solutions
One call can deliver to an audience that spends 
over 3.93 billion dollars* annually on vehicles.
With a combo buy of Long Beach and South Bay's four major 
newspapers, you can target your audience from LAX to Orange County.

Call 562-499-1301 or 310-543-6695

www.presstelegram.com  | www.dailybreeze.com
*2007 Claritas

Four GM engineers brought two Volts and two Fuel Cell vehicles to the SCCTT this fall. 
During the three-hour visit, they offered ride and drives to Cerritos College advanced fuel 
auto students.  

Students Test Drive Fuel Cell Technology Vehicles at SCCTT
Chevy Volt and Fuel Cell Vehicle Showcase Latest Innovations from General Motors
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abcWhat if one strategic move makes all
the difference in your dealership’s success?

We have the knowledge to help your 
dealership move in the right direction.

Offering a combination of benefits you won’t find in any other

insurance package, Zurich is positioned to provide your dealership with

the specialized protection it deserves in today’s changing business

environment. Let us help to keep your dealership moving towards

success. Property & Casualty • Binding Arbitration Program • Dealer Risk

Management Training • Discrimination: Zero Tolerance Training Program

www.zurichna.com/zdu

Insurance coverages and non-insurance products & services are underwritten and provided by member companies of Zurich in North America, including Universal Underwriters Insurance Company and Universal Underwriters
Service Corporation.  Certain coverages and products and services are not available in all states. ©2006 Zurich American Insurance Company. 

Contact Rex Lyon

800-435-8842
Regional Sales Manager
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