
How to Instantly Generate Up to $100,000 

in Extra Income for Your Dealership

Growing cash piles



Tweak Your Pricing Strategy

Every business wants to maximize its profits, but it’s 

not always easy to tell how much money is being lost 

and where. According to dealership expert Bob 

Clements, dealers sometimes lose up to $100,000 

each year – money that they can start earning back 

instantly.



What Customers Think About 
Pricing
One of the most prevalent assumptions among dealers 

that Clements has observed is that customers are very 

price-sensitive. However, he has found that only 15% of 

customers are actually after low prices – also known as 

“price buyers.” Meanwhile, 60% of customers are what 

they call “value buyers” – people who are willing to pay a 

higher price if the dealer can show that their goods and 

services are worth it. Finally, 25% of customers are not 

after a low price or good value – they simply want to find 

a dealer they can trust.
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This means that more than 80% of your customers are not price-sensitive at all. So, check out 

the rest of this guide to see Bob Clements’ top suggestions on how to readjust your pricing 

strategy and pick up all that cash without doing any extra work.



While working with dealers across North America, 

Clements has noticed that many of them don’t have 

a well-thought-out pricing strategy for their service 

department. 

#1. Get More Out of Your 
Technicians

Here’s how he recommends handling your pricing:



Set higher labor rates

Many dealers look at their competitors’ labor rates and then try to beat them by setting their 

posted labor rates lower. Instead, Clements recommends basing your posted labor rates on what 

you’d charge your non-purchasing customers.

In most cases, customers who have bought from you will only go to the competitor’s shop if your 

services are of poor quality – not because your competitor’s rates are lower. So, if you are confident 

in your service quality, then your price should be higher.

Service quality scale



On average, 50% of the work that most shops do in North America comes from non-purchasing 

customers, which is why Clements recommends increasing your posted labor rate for non-

purchasing customers by about $10 per hour.

So, if you charge your non-purchasing customers $70 per hour, adding that extra $10 can help you 

achieve a $8,750 increase in net profit per tech at 1,750 billable hours each year – the minimum 

number of hours a decent tech should bill:

(𝟏, 𝟕𝟓𝟎 𝐡𝐨𝐮𝐫)($𝟏𝟎)

𝟐
= $𝟖, 𝟕𝟓𝟎

Your purchasing customers, however, should pay $70 per hour. That way, they feel as though they 

are receiving a discount, while your income is higher.

$ per labor hour ($+10) per labor hour



While working with various shops, Clements has discovered that flat or standard labor 

rates can add a minimum of 15% to a dealership’s billable hours per year. This means 

that one tech that puts in 1,750 billable hours at $70 per hour can produce an 

additional $18,375 of net profit for your dealership:

(1,750 hour x $70) x 15% = $18,375

Implement flat or standard labor 
rates

Since about 70% of the jobs that come through your 

shop are jobs that you’ve seen before, it shouldn’t be 

difficult to flat-rate each of them – whether you’re 

running an outdoor power equipment, powersports or 

marine dealership.



Calculating a flat rate. Clements recommends taking a warranty recovery rate for 

equipment in near-new condition and bringing that number up to 110%. So, if your 

warranty recovery rate is 80%, you should add 30% to it. You can look up those 

numbers in your manufacturer’s warranty rate guide or by pulling up your warranty 

recovery rates by manufacturer on your dealership management system.

Ensuring profitability. In the automotive and trucking industries, flat rates are typically 

based upon the efficiency rate of a B-level tech that uses hand tools. To ensure you’re 

not losing money on your flat rates, your B-level technician should be operating at 

90%-100% efficiency, while your A-level technician should be operating at 120%-125% 

efficiency.

Tip: Use your dealership management system to track your labor efficiency 

rates by getting your technicians to clock in and out of each job.



About 30% of the jobs that come through your shop are what Clements calls “time-

and-material” jobs – complex jobs that you can’t flat-rate and instead charge based on 

the cost of the parts involved and the number of billable hours put in by the technician.

These jobs often require an A-level technician to be done properly. However, if your 

billing is based on the cost of parts and the number of hours, you can only get paid for 

100% efficiency instead of 120%-125%. To fix that, you need to charge 20%-25% more.

Charge more 
for the time-and-material jobs



So, if your average A-level tech puts in 1,750 billable hours per year, then roughly 525 

of that tech’s hours are spent on time-and-material jobs:

(1,750 hour x 30%) = 525 hour

And if the average efficiency rate of your A-level technician is 120%, then you need to 

bill for 105 hours’ worth of work per tech each year – or $7,350 if you charge $70 per 

hour:

525 hour x 20% = 105 hour 

(or $7,350)



By rethinking all your labor prices, you can increase the net profit for one technician by 

$34,475 per year:

$8,705 (Posted Labor Rate) 

+ 

$18,375 (Flat or Standard Labor Rate) 

+ 

$7,350 (Time-and-Material Work) 

= 

$34,475
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Your total amount…



#2. Sell Your Parts for More

Clements has observed that many dealers also fail to 

get the most out of their parts. Here’s how he 

recommends handling your pricing strategy for parts:
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PriceMSRP

Many dealers in North America choose to sell their parts at the manufacturer’s 

suggested retail price (MSRP), despite the fact that the MSRP is a only suggestion, not 

a command. Manufacturers are required by law to provide retailers with the MSRP, 

but it’s ultimately up to the retailer to decide how to price the items they sell.

On average, only six out of the 40 parts buyers that walk up to your counter are after 

a low price. The rest of them are not, which means that you shouldn’t base your parts 

pricing on those six customers.

Boost your margins

Cost

Margin



Depending on your industry, your gross profit margins on parts should be: 

Outdoor Power Equipment: 45%-48%

Marine & Golf Cart: 38%-42%

Agriculture: 40%-45%

To start boosting those margins, Clements recommends looking at your non-price-

sensitive parts – particularly the ones that your customers can’t get anywhere else.

In most cases, you can safely move your margins on non-price-sensitive parts up by 

2%. Aside maybe from those bargain hunters mentioned earlier, most of your 

customers wouldn’t notice this change – but for you, it would be a significant increase. 

For instance, if you make $300,000 on parts sales per year, then the 2% increase will 

add $6,000 to your yearly profits:

$300,000 x 2% = $6,000

Tip: Run a report in your dealership management system to see all your 

part sales by volume and determine which parts are not price-sensitive.



To make your parts even more profitable, Clements recommends adding 5% to the parts you 

sell to your own shop. On average, 30% of the parts sold in your parts department go directly 

to your own shop. By adding that 5%, you can gain extra $4,500 on those parts:

($300,000 x 30%) x 5% = $4,500

Sell parts to your own shop for 
more

Tip: You can automate all your pricing calculations by using your dealership 

management system.



Another way to increase the profitability of your parts is by cross-selling them. This 

involves recommending products that may be of interest to a customer in addition to 

the ones they’ve already decided to purchase.

This is done often by a variety of businesses, including Amazon and McDonalds. In the 

case of Amazon, each time you buy an item, you get to see a set of recommendations 

for similar items at the bottom of your screen. Amazon claims that 35% of its sales 

come from those recommendations each year.

According to Clements, cross-selling can lead to a 20% increase in parts sales. All you 

have to do is ask the customer if they want a certain item to go with the one they are 

about to buy. If you sell $300,000 worth of parts each year, adding that 20% can help 

you earn $60,000 more on them. If your gross profit margin on those items is 40%, your 

return will be $24,000.

($300,000 x 20%) x 40% = $24,000

Cross-sell your parts



By rethinking all your parts prices, you can increase your parts department’s profitability 

by $34,500 per year:

$6,000 (2% Margin Increase) 

+ 

$4,500 (5% Increase to Shop Parts) 

+

$24,000 (Cross-Selling) 

= 

$34,500

Your total amount…



#3. Improve Your Sales 

When it comes to generating extra income out of your sales, Clements has the 

following recommendations:



Clements has discovered that 30% of customers are willing to purchase an extended 

service agreement if offered one. This is a significant boost to your annual income.

For instance, if you make around $600,000 on your wholegoods, you can gain $10,800 

in net profit by selling extended service agreements to those customers. Since they 

make up 30% of your overall customer base, they will buy $180,000 worth of 

wholegoods:

$600,000 x 30% = $180,000
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Offer extended service agreements



So, if you charge 10% of the retail price for your extended service agreements, which is 

what most of the dealers that Clements works with do, then you will gain $18,000 worth 

of new income:

$180,000 x 10% = $18,000

In most cases, 85% of that $18,000 would be your profit. However, even if you assume 

that your profit on extended service agreements would be 60%, your net profit would 

equal to $10,800:

$18,000 x 60% = $10,800
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Regardless of what it is you’re selling – whether it’s a lawn mower, ATV or boat – at 

some point, it will require service and parts. That’s why Clements recommends bundling 

service and parts with sales, which can significantly improve your margins when 

negotiating.

Start by asking your service and parts manager to come up with a service and parts 

bundle for each unit you sell. For example, if servicing a particular piece of equipment 

for the first time costs $200 on average, you can set that as your price for the bundle. 

You can then offer it as part of a package when selling that specific unit. 

So, if you earn about $600,000 on wholegoods each year and 12% of that is negotiated 

away, then your net profit loss is $12,000:

$600,000 x 2% = $12,000

If you negotiate $12,000 worth of service and parts instead of $12,000 worth of cash, 

your service and parts cost will be 50% of that amount, or $6,000, assuming that your 

margin on service and parts is 50%. This will provide you with a 1% net margin gain –

or $6,000.
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Bundle service and parts with sales
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By tweaking your sales process, you can increase the profitability of your sales by 

$16,800 per year:

$10,800 (Extended Service Agreements) 

+

$6,000 (Service & Parts Bundles) 

=

$16,800

Your total amount…



Leverage Everything You Have

So, if you add up the income increases across all your departments, you can boost 

the total income for your dealership by at least $85,775 per year:

$34,475 (Service) + $34,500 (Parts) + $16,800 (Sales) = $85,775

To automate all these calculations and avoid errors, it is crucial to use your 

dealership management system. This shouldn’t be a lengthy or difficult process, 

and given the rewards, it’s definitely worth your time.  Good luck!

SEE A DEMO
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http://www.idealcomputersystems.com/demo


More Resources
There’s always more to learn!

How to Evaluate Dealer 

Management Systems

Get a checklist for 

each area of your 

business and find 

out how to choose 

a system that fits 

your dealership 

best.

DOWNLOAD
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Measuring the Right Metrics

in Your Parts Department

Discover 3 areas of focus that will help 

you evaluate the growth, profitability, 

effectiveness and overall customer 

satisfaction in your parts department.

DOWNLOAD

http://www.idealcomputersystems.com/dealer-management-resources/guide-how-to-evaluate-dealership-software-download
http://www.idealcomputersystems.com/dealer-management-resources/guide-metrics-in-parts-department-download


About Ideal Computer Systems

Service

Automate your service 

department from start 

to finish and make it 

profitable.

Ideal is a full dealer management system that will automate all aspects of your business and help you gain 

control of your dealership. 

Sales

Sell more, keep deals 

profitable and offer 

exceptional customer 

service.

Parts

Gain complete control 

of your inventory and 

keep your stocking 

levels lean.

Accounting

Eliminate double entry 

into additional software 

and access all financial 

and accounting 

information instantly.

SEE A DEMO

http://www.idealcomputersystems.com/demo

