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We’d like to hear from you about what’s been 
happening at your dealership that you think 
could be worth passing on to our readers.

It can be anything from a unique sale, a fleet 
deal or a story about a member of your staff who 
recently accomplished a notable feat.

It could be a ‘feel good’ community initiative 
you have undertaken involving local schools, 

WE’D LIKE TO HEAR FROM YOU.
supporting junior sporting clubs or sponsoring a 
charity event. 

We would like to know.

Whatever the story you have, it will be good 
reading. Send us the information and key 
contact details and we will follow it up. If you 
have photographs of the endeavour so much 
the better. 

It’s a pity that the community work being done 
by Dealers is a well-kept secret. We intend to 
change that. AADA is determined to generate a 
greater respect for new car franchise Dealers 
as compassionate business people. Part of our 
strategy is to remind the media, politicians and 
opinion makers that, by employing over 66,000 
people, AADA members make a substantial 
contribution to the Australian economy. 

No responsibility is accepted by the publisher 
for the accuracy of information contained 
in advertisements in the Automotive Dealer 
magazine. Publication of any advertisement does 
not constitute endorsement by the publisher 
of any product, nor warrant its suitability. 
Advertisements are published as submitted by 
advertisers.

COPYRIGHT 
No part of this magazine may be reproduced 
without the publisher’s written permission.

CONTRIBUTORS 
The views expressed in Automotive Dealer by 
external contributors and advertisers are not 
necessarily those of AADA.
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We have recently completed our 
AADA 2020 National Convention, 
which was held entirely online.

Feedback suggests it was a remarkable success. 
Registrations from Dealer Principals were 
at an all-time high. Your Board will take this 
format into account as we prepare for future 
events.

Concurrent with convention was our AGM, 
which was also held online. Needless to say, the 
year to June 2020 saw a big drop in revenue for 
our association in line with much lower new 
car volumes, particularly in the second half. 
Like many other businesses we had to adapt to 
these challenges working to a tight budget and 
pleasingly we have achieved a modest surplus. 

FROM THE AADA CHAIRMAN

Terry Keating
AADA Chairman

Your association is in good shape financially.

We probably cannot claim the same for our 
industry, though green shoots are emerging, 
especially in states that have been subject to 
the most severe restrictions. Let’s hope the new 
year sees a return to normality.

We will finish the year with several 
achievements, including lobbying for the 
Instant Asset Write-Off scheme and securing 
eligibility for JobKeeper for most of our 
members. This came after we informed the 
Government of falls in new car volumes of 
48% in April 2020 and 35% in May 2020 
compared to the same periods in 2019. 
We know JobKeeper has kept many of our 
members in business. 

Our one major disappointment this year has 
been the reluctance of Canberra to give us 
legislative protection for our predominantly 
family-owned businesses.

The efforts to better protect Dealers has 
resulted in a set of draft principles that are 

sound, however the Government wants them 
to be voluntary which we argue is meaningless.  
They must be mandatory and enforceable, to 
be of any benefit. We will persevere.

I must emphasise that many OEMs act 
ethically in their dealings with our members, 
and those OEMs have nothing to fear from a 
mandatory Code, which would give certainty 
to all parties.

Our concern is, that if one OEM sets a 
precedent for predatory behaviour, these 
actions could put a reputable OEM at a 
disadvantage commercially.

As the end of 2020 approaches many of us may 
well say good riddance.

I thank our Secretariat and our Board who 
have worked tirelessly throughout the year on 
your behalf.

We wish you all a safe and happy festive season 
and a much improved 2021.

FROM THE AADA CEO

James Voortman
AADA CEO

It has been a very busy few months in the 
industry, notwithstanding the turmoil 
caused by the COVID pandemic.  

Recently announced changes to the Unfair 
Contract Terms legislation promise greater 
protection for Dealers from one sided 
Dealer Agreements which heavily favour the 
Manufacturers. 

In addition to these changes, but equally as 
important to Dealers, is the ACCC decision 
to provide a class exemption to collectively 
bargain. The  exemption allows Dealers to 
collectively negotiate with suppliers and 
franchisors without having to obtain approval 
from the ACCC which can be expensive and 
time consuming. 

The AADA welcomes these developments 
which have both come at time when the 
industry and the relationships between 
Manufacturers and Dealers fall under the 
spotlight of a Senate Inquiry, currently 

underway and scheduled to report its 
findings on December 10, 2020. The Inquiry 
is an expansion of the earlier Inquiry into 
the closure of Holden in Australia and has 
attracted a strong industry response with over 
50 written submissions and senior executives 
from several Manufacturers appearing at the 
public hearings, in addition to appearances by 
the AADA and other stakeholders.

The Inquiry has provided a well timed 
platform for us to call out the poor behaviour 
of many OEM’s, none more so than that 
of General Motors Holden, demonstrating 
the need for a code that is fit for purpose. 
The AADA is on record as having made it 
very clear to the Government and Minister 
Andrews that the automotive schedule 
released in June of this year is weak and 
will change nothing in our industry. Most 
Manufacturers can and will thumb their noses 
at the requirements of the schedule, which 
totally fail to hold them to account, just as 
happened with Holden. Unsurprisingly the 
precedent set by Holden only months ago, 
whereby they failed to agree to adequate 
compensation for Dealers, is already being 
repeated by Honda Australia who have failed 
to negotiate fairly with terminated Dealers, 
leaving discontinued Dealers with serious 

wounds that they may not be able to recover 
from. We shudder at the thought of other 
OEM’s following suit, and fear that Mercedes 
Benz Dealers will be the next in line to suffer 
as the factory seeks to re-invent its retail 
operations.

For the secretariat, the AADA Board and the 
AMDC, the request to government is very 
simple. The power imbalance is real. Every 
Dealer in Australia deserves protection from 
the exploitative and opportunistic behaviour 
of the larger offshore businesses they are 
franchised to. We don’t want handouts or 
special deals and we are fully supportive of a 
free market and allowing competitive forces to 
play out to the benefit of the consumer, but our 
sector is unique in that all of the franchisors 
are overseas organisations scales of magnitude 
larger than any Dealer.  All we ask for is 
legislation which protects Dealers, holds the 
OEM’s to account and enshrines fairness.

We are yet to see or hear from anyone that this 
is an unreasonable request and will continue 
to demand an audience with the elected 
representatives charged with the responsibility 
of making decisions effecting our industry, 
along with the bureaucrats who work for them, 
and convince them that we need a Code that 
can’t be ignored.

WELCOME       Australian Automotive Dealer Association 
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SENATE COMMITTEE TO REPORT ON 
DEALER-OEM RELATIONSHIP

The Senate Standing Committees on 
Education and Employment, which 
broadened its initial inquiry into the 

operations of General Motors Holden to 
include the wider industry, is due to report by 
December 10.

On 24 November, the Senate Inquiry 
concluded its public hearing phase, which was 
the last round of industry consultation it took 
in preparation for its final report. 

Testifying before the Committee on the final 
day of hearings were:

• David Blackhall, Managing Director, 
Raglan Ridge Advisory, and former 
AADA CEO

• Matthew Callachor, President and 
Chief Executive Officer, Toyota Motor 
Corporation Australia Ltd

• Kate Carnell, Ombudsman, Australian 
Small Business and Family Enterprise 
Ombudsman

• Stephen Collins, Director, Honda 
Australia

• Peter Cully, Head of Division, Small & 
Family Business, Department of Industry, 
Science, Energy and Resources

• Rami Greiss, Executive General Manager, 
Enforcement Division, Australian 
Competition and Consumer Commission 
(ACCC)

• David Hayes, Chairman, National Toyota 
Dealers Association

• Nick Heys, Deputy General Manager, 
Enforcement Coordination and Strategy, 
Enforcement Division, ACCC

• Alexandra Hordern, Director of 
Advocacy, Australian Small Business and 
Family Enterprise Ombudsman

• Tim Hore, Director of Sales, Mitsubishi 
Motors Australia Ltd

• Catherine, Humphreys-Scott, Public 
Relations Manager, Mitsubishi Motors 
Australia Ltd

• Kate Lynch, Principal Adviser, Market 
Conduct Division, Department of the 
Treasury

• Brett Mills, Incoming Chairman, 
National Toyota Dealers Association

• Jason Nomikos, Director of Network 
Development and Customer 
Management, Mercedes-Benz Australia/
Pacific Pty Ltd

• Toby Robinson, Unit Manager, 
Consumer Policy Unit, Market Conduct 
Division, Department of the Treasury

• Horst Von Sanden, Chief Executive 
Officer, Mercedes-Benz Australia/Pacific 
Pty Ltd

• Andrew, Wills, Manager External Affairs, 
Toyota Motor Corporation Australia Ltd

• Bruce Wilson, Head of Division, Industry 
Growth, Department of Industry, 
Science, Energy and Resources

• Simone Zerial, General Counsel, Toyota 
Motor Corporation Australia Ltd

NADA representatives Andy Koblenz and 
Lauren Bailey testified before the Committee 
on 19 November (see accompanying story), as 
did AADA CEO James Voortman. 

This Inquiry has brought into sharp focus 
the nature of the power imbalance that 
exists between Dealers and their franchisor 
OEMs and has revealed many shocking 
and disturbing features of the relationships 
between the parties. In particular, there 

has been much discussion about a list of 
“Principles for new car dealership agreements” 
the Industry has developed alongside 
Government. There are currently suggestions 
that these principles should only apply on 
a voluntary basis. The AADA has been 
very clear that these principles need to be 
mandatory and enforceable.

Mr Hayes told the Committee that as a 
Toyota Dealer, he enjoyed “a transparent, 
collaborative, constructive and approved 
business partnership with our OEM”, but 
nonetheless expressed his strong support for 
mandatory dispute resolution. 

“As chairman of the NTDA, I have had several 
conversations with Toyota Dealers who also 
represent other OEMs, and there is certainly 
an imbalance of power in some situations 
that doesn't go the right way...I definitely see 
situations on multiple occasions where other 
Dealers with other OEMs drastically need 
the protection discussed and the mandatory 
arbitration and mandatory dispute resolution 
process,” he said.

Senator O’Neill questioned Mr Hore on 
why Mitsubishi would view a mandatory 
arbitration process as a cost rather than a 
means to ensuring a successful partnership 
with Dealers. He responded that it was regular 
changes to the Code that were costly, and 
expressed his desire to wait and see the effect 
of the most recent changes.

The Senator said the Committee called Mr 
Hore to testify because Mitsubishi had had 
“some particular problems that we’ve become 
aware of” regarding sales targets set for 
Dealers.
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“Has a Dealer or Dealers ever complained to 
Mitsubishi about unreasonable targets that 
you've set? Some Dealers have been told that 
around 800 to 900 vehicles per year are to be 
sold. Has that ever been a point of conflict 
between Mitsubishi Australia and your Dealer 
network?” Senator O’Neill asked.

“We heard from Toyota that they have a 
very sophisticated set of KPIs, that their 
relationships are built on win-win-win—I 
think is how they described it—for the 
distributor, the Dealer and the customer, and 
that they've moved to a model that's more 
sophisticated than units sold. Does Mitsubishi 
acknowledge that setting high vehicle sales 
targets places very significant pressure on 
car Dealers to meet bonuses, which the car 
Dealers can then use to help deliver savings 
through the consumer?

Senator O’Neill said she had heard that 
Mitsubishi had been setting unreasonable 
targets and had pressured smaller Dealers 
to engage in pre-reporting “cybersales” of 
vehicles. 

“Can Mitsubishi, for the record, agree that 
these vehicles were never sold to a retail 
customer but were reported as sold, or as 
demos, to improve Mitsubishi's reporting of 
the market share in Australia?” she said.

Mr Hore denied Mitsubishi had “encouraged” 
Dealers to pre-report vehicles or report fake 
sales to boost a sense of market share. He said 
he believed Mitsubishi had set realistic targets 
but acknowledged Dealers often did not agree 
with that assessment. 

Mr Collins said the existing dealership 
business model was outdated, broken, and 
must change. He expressed regret that some 
Dealers would not continue with Honda 
but put forward that a continuation of 
business as usual would be disastrous. He 
said Honda “undertook a thorough, objective 
and considered process to determine which 
Dealers would form part of the new agency 
model”.

Senator O’Neill grilled Mr Collins on the 
matter of compensation, saying many 
Dealers were unsatisfied with the amount 
of compensation, and mentioning that 
the Committee had received a report of 
intimidatory behaviour by Honda towards its 
Dealers.

“People walking away because they can't stand 
the pressure anymore, or they're worried—
cutting their losses and running from 
situations,” she said.

“We've got the No. 1 successful trader for 
Honda in Melbourne appealing to the 
Senate, saying: 'We had an agreement. They 
walked away. They've used all their power. 
They've employed Deloitte. We've been 
intimidated and we haven't got any adequate 
compensation. They're not going to pay us 
anything for redundancy costs. We're not 
covered properly for our capital investment.' 
That's what we're hearing from small 
businesses—successful businesses.”

Mr Collins rejected any claims of intimidation 
by Honda.

In his evidence, Mr Blackhall outlined what 
he saw as the main regulatory challenges 

to ensure that changes to distribution 
arrangements were made fairly and with due 
compensation to Dealers who were not being 
included in the networks. 

“When the relationship breaks down under 
the current rules, the last-resort protection is 
a legal redress under contract law. I'd like to 
ask the Committee to please carefully examine 
ways to bind these large offshore wealthy 
multinationals into a fair compensation 
process on termination or non-renewal of 
a franchisee or agent agreement. We need 
to find a way to do it without resorting to 
expensive litigation,” he said.

“A key ministerial adviser asked me yesterday 
if I thought vehicle Manufacturers would 
opt into a binding agreement on a voluntary 
basis. I had a pretty disappointing answer for 
him based on my past experiences. Again, 
ministers of the Crown requested General 
Motors to engage voluntarily, and they did not 
do so in the Holden matter. Manufacturers will 
always be happy to go to court, because they're 
confident they have the deepest pockets in the 
room. If court action remains the only solution 
as it is today, Dealers will never receive full and 
fair compensation for their life's work.”

The AADA consulted extensively with 
members in the preparation of its submission 
to the Senate Committee, and also urged 
Dealers to make their own submissions. The 
Senate Committee is due to make its final 
report by 10 December.

Video and transcripts of the hearings are 
available here.

https://bit.ly/MCXContact
https://www.aada.asn.au/bulletins/2020/11/27/senate-inquiry-recordings-and-transcripts/
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Representatives from AADA’s equivalent 
body in the United States, the National 
Automobile Dealers Association 

(NADA), have testified before the Senate 
Standing Committees on Education and 
Employment into the relationship between 
Australian Dealers and OEMs, providing 
insight into the rights and protections 
afforded to Dealers in that country, as a guide 
to drafting potential legislation in Australia.

Andy Koblenz, NADA’s Executive Vice 
President, Legal and Regulatory Affairs, and 
Lauren Bailey, Director, Franchising and State 
Law at NADA, appeared before the Senate 
Committee via video link on 19 November.

Mr Koblenz began by pointing out that in the 
US, franchise laws are the responsibility of 
the states, and thus there exist 50 variations of 
franchise law. In the US, automotive franchise 
laws are separate and distinct from general 
franchise law.

“As a historical matter, state franchise 
laws in United States arose in response to 
Manufacturer overreach. After entering 
into contracts with Dealers to create an 

independently funded outsourced distribution 
channel, OEMs took steps to undermine those 
very relationships. Some examples include 
terminating Dealers arbitrarily and without 
good cause, forcing Dealers to take unwanted 
inventory, unfairly setting up competing 
factory-owned stores in the immediate 
proximity of franchise Dealers, and imposing 
unreasonable terms and rules on Dealers,” he 
said.

“You might ask why the US Dealers did not 
respond by simply negotiating better contracts 
with their OEMs. The answer is that the OEMs 
were much larger and therefore had more 
economic power. So why didn't the Dealers 
get together like a labour union and bargain 
collectively? The federal antitrust laws in the 
United States prohibit that. They prevent the 
exercise of collective economic power by 
groups such as Dealers. Labour unions have an 
express exemption from the US antitrust laws 
that allows them to collectively bargain but 
Dealers do not.

“But the United States constitution does 
protect the Dealer's right to collectively 
petition their government to address their 

grievances. So the Dealers did just that, and 
the state legislators responded by enacting the 
variety of franchise laws that we have today.”

Mr Koblenz said virtually every US state had 
unfair competition protections that prevented 
a Manufacturer from competing unfairly with 
its franchise Dealers. 

“Some of the OEMs, or at least one OEM, 
has said one of the reasons they want to sell 
direct is to avoid putting itself in that conflict 
where its own economic interest is to not do 
the warranty work when it's in the consumer's 
economic interest to have it done. By aligning 
with the Dealers, the states have said, 'We want 
the person doing that warranty work to have 
the same economic interest as the consumer,' 
so it is a very consumer-friendly model to 
ensure there is a non-vertically integrated 
distribution channel. I think that is why the 
legislatures and the states that have adopted it 
have done so,” he said.

Mrs Bailey said laws regulating the situation 
where a Manufacturer seeks to terminate 
a Dealer are found in all 50 states. No state 
prohibits a Manufacturer from lawfully 

NADA PUTS ITS STAMP 
ON AUSTRALIAN SENATE
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terminating the contract of a Dealer in breach 
of their Dealer agreement. Termination laws 
generally require notice and opportunity to 
protest or appeal the requirement of good 
cause for the termination and the opportunity 
to procure and repurchase obligations of the 
inventory from the Manufacturer.

“The second provision found in all 50 
states deals with prohibited actions by the 
Manufacturers. These prohibited acts generally 
deal with coercion of Dealers to do something, 
whether it be invest in economically 
unreasonable facility programs or accepting 
delivery of vehicles not specifically ordered by 
the Dealers,” she said. 

“Many states also prohibit the unfair 
competition of the Manufacturer with the 
Dealer by operating a dealership themselves or 
attempting to set the final price of the vehicle.

“The final section of the franchise laws that 
I would like to highlight deals with Dealer 
compensation for warranty repairs. Nearly 
every state has passed a law guaranteeing that 
Dealers are compensated for both parts and 
labour on warranty repairs at their customer 
pay rates. Manufacturers mandate facilities, 
special tools, equipment and training to carry 
out warranty repairs for the Manufacturers, 
and all of this costs Dealers a lot of money. But 
that investment benefits consumers, as Dealers 
are the ones who fill the warranty made by the 
Manufacturers.”

Mrs Bailey said the American market had 
thrived under the US franchise laws, and 

doubted any company would not invest in 
America because of franchise laws.

Mr Koblenz added that in the US, 
Manufacturers have thrived under automotive-
specific franchise laws, enjoying “a very 
healthy symbiotic relationship” with Dealers.

“They allow the responsible parties to compete 
very well, and the Manufacturers generally 
do. So I don't see any reason why protections 
that say you can only terminate someone 
when there is legitimate cause or imposing an 
economically unjustifiable level of inventory 
or facility requirement should cause someone 
to pull out of the market. That simply hasn't 
happened in the United States,” he said.

Mrs Bailey said that in the US, a Manufacturer 
can generally only terminate an agreement, 
or not renew an agreement, if they show good 
cause to do so.

“That goes to the massive investment Dealers 
are making for their business, so they need a 
certainty that they will not be terminated by 
the Manufacturer for just any reason at all—
that their business will be continued,” she said. 

Mr Koblenz added that that most Dealer 
agreements in the US are perpetual – of 
indefinite term, with no limit. The one 
exception is General Motors, which has a five-
year term but the expiration of the contract is 
not good cause to terminate. There's a required 
renewal. But GM can change its terms each 
five years. 

The US model is often cited as best practice 
for regulating OEM/Dealer relations. While 
there are slight differences between the various 
state laws, they generally cover the following 
elements: 

• Prevent dealership terminations or non-
renewal except for “good cause”. 

• In the event of termination, the laws 
specify the kind of compensation 
required. 

• Upon non-renewal buy back of vehicles, 
parts, accessories, special tools and 
equipment. 

• Relevant Market Areas (RMAs) grant 
a Dealer or group of Dealers exclusive 
territorial rights by preventing the 
Manufacturer from establishing 
additional dealerships within a given 
geographical area. 

• Outlaws price discrimination by OEMs 
to Dealers. 

• Make it illegal for OEMs to force Dealers 
to take vehicles they have not ordered. 

• Stipulates payment required for parts and 
labour associated with warranty. 

• Restrict Manufacturers from selling 
directly to the public.

• A process for resolving disputes that 
often includes determination or binding 
arbitration.
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AADA welcomes changes to the Unfair 
Contract Term (UCT) provisions of the 
Australian Consumer Law (ACL) that 

could result in increased protection for some 
Dealers, but will continue to push for UCT to 
protect all franchised Dealers.

The Federal Government has been reviewing 
the UCT provisions since 2018. The most 
recent consultation received submissions from 
nearly 80 interested parties, including the 
AADA, and has led to the state and territory 
consumer affairs ministers recently agreeing to 
strengthen the UCT protections in the ACL.

Following on from this, the Treasury has 
released a Regulation Impact Statement for 
decision on Enhancements to Unfair Contract 
Term Protections.

This paper outlines the proposed changes to 
the UCT provisions including:

• making Unfair Contract Terms unlawful 
and giving courts the power to impose a 
civil penalty;

• increasing eligibility for the protections 
by expanding the definition of small 
business and removing the requirement 
for a contract to be below a certain 
threshold;

• improving clarity on when the 
protections apply, including on what is a 
‘standard form contract;

• increasing the eligibility threshold for the 
protections from 'less than 20 employees' 
to 'less than 100 employees';

• introducing an annual turnover 
threshold of less than $10 million as an 
alternative threshold to employee head 
count for determining eligibility.

The Treasury believe the proposed changes 
“will help reduce the prevalence of unfair 

contract terms in standard form contracts, 
and improve consumer and small business 
confidence when entering into contracts".

A key issue for the AADA, highlighted in 
our submission and ensuing discussions, has 
been for UCT protections to be available to all 
franchised Dealers, irrespective of business size. 
We will continue to push strongly for changes 
to the eligibility criteria to ensure this occurs, 
however we welcome the proposed changes 
which potentially offer some Dealers legislative 
protection previously unavailable to them.

The AADA will continue to work closely with 
the Treasury to develop a better understanding 
of the changes and the details of the revised 
eligibility criteria and we will provide more 
information as soon as it is available.

The next step in the process is for the Treasury 
to develop draft legislation which will be 
release for stakeholder consultation. No timing 
for this has been announced.

UNFAIR CONTRACT PROTECTIONS STRENGTHENED

What Scratch? are the only 
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Want to 
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On 22 October 2020, the ACCC 
announced a class exemption that, 
from early 2021, will provide businesses 

and independent contractors with an 
exemption from normal competition laws to 
allow them to form bargaining groups and 
collectively negotiate with their suppliers, 
processors, franchisors or fuel wholesalers 
(the target) without needing to apply for 
ACCC approval. The exemption will be 
able to be used by Dealers to allow them to 
collectively negotiate (for example, via their 
Dealer Councils) with Manufacturers.

This is the first time the ACCC has used 
its new class exemption power. This 
power enables it to make 'safe harbour' 

determinations which have the effect that 
normal competition laws will not apply 
to classes of conduct that fall within the 
declaration made by the ACCC. The ACCC 
will grant these exemptions where it considers 
the relevant type of conduct is unlikely to raise 
competition concerns - either because of the 
parties engaged in the conduct or the nature of 
the conduct itself.

The collective bargaining class exemption will 
apply to:

• franchisees and fuel retailers governed 
by either the Franchising Code of 
Conduct or the Oil Code of Conduct, 
regardless of their aggregated turnover; 
and 

• businesses and independent contractors 
that form, or are members of, a 
bargaining group and who each had 
an aggregated turnover of less than $10 
million in the financial year before the 
bargaining group was formed.

The class exemption will apply to Dealers 
because they are deemed franchisees by the 
Franchising Code of Conduct. 

Dealers for many years now have formed 
Dealer Councils to, amongst other things, 
represent them in their dealings and 
negotiations with Manufacturers. These 
dealings and negotiations particularly arise 
when a Manufacturer wishes to propose a new 
dealer agreement, amend the terms of a dealer 
agreement or amend KPIs or the payment 
of bonuses.  Often these negotiations are 
constrained by the concern not to contravene 
provisions in the Competition and Consumer 
Act 2010 (CCA).  This has sometimes led 
to Dealer Councils applying to the ACCC 
for an 'authorisation' to engage in collective 
bargaining.  The ACCC authorisation 
process can be slow and costly. The new class 
exemption means that Dealer Councils can 
now collectively negotiate terms of dealer 
agreements, KPIs and bonuses 'without 
needing to worry about a possible competition 
law breach.'

AN ACCC FIRST: COLLECTIVE BARGAINING 
CLASS EXEMPTION TO APPLY TO MOTOR 
VEHICLE DEALERS

Evan Stents
Lead Partner, 
Automotive Industry 
Group, HWL Ebsworth 
Lawyers

https://www.vision6.com.au/ch/33927/2ktbd/2954405/eI4jDsww.vkh0hvil8JvOsiG1ws_Rs0TD.NXpVoC.html
https://www.vision6.com.au/ch/33927/2ktbd/2954405/eI4jDsww.vkh0hvil8JvOsiG1ws_Rs0TD.NXpVoC.html
https://www.vision6.com.au/ch/33927/2ktbd/2954406/eI4jDsww.vkh0hvil8Jv8L7SJ3oCUZEnO3Bk4OTe.html
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An important limit on the exemption is that it 
will not extend to 'collective boycott' conduct. 
This means Dealers cannot agree to 'stick 
together' by agreeing that they won't deal or 
negotiate with a Manufacturer individually, 
or that they will all refuse to deal with a 
particular Manufacturer. The inability to 
agree to stick together in this way significantly 
reduces the power of any Dealer Council 
because the Manufacturer can simply refuse 
to deal with the Dealers as a group if it wishes. 
Nevertheless, there are many circumstances 
where all parties see benefit in being able to 
negotiate, as a group as is evident from the 
custom of most Manufacturers of consulting 
with Dealers and their Dealer Councils 
when they propose to amend their dealer 
agreements. The ACCC class exemption will 
now provide Dealers, Dealer Councils and 
Manufacturers with comfort that they can 
negotiate as a group without contravening 
competition laws.

To access this exemption, Dealer Councils 
must complete a one page form and lodge it 
with the ACCC. There is no fee and immunity 
from competition laws will then commence 
automatically. At this stage the ACCC has 
indicated that it expects this notice form will 
require inclusion of details of the group, the 
target (s), what the group proposes to bargain 
about, and details for a contact person (which 
can be described in general terms, so that a 
new notice is not required as members of the 
group change or negotiations occur with new 
targets).

The ACCC anticipates the impact of this class 
exemption to be far reaching, expecting that 
this exemption will cover more than 98% of 
Australian business.

What competition laws normally apply to 
collective bargaining arrangements? 

Under the CCA, if companies are, or are likely 
to be, 'in competition' with each other in 
relation to the acquisition of particular goods 
or services, those companies may contravene 
cartel laws if they collectively negotiate with 
a target business about terms, conditions, 

price or businesses they deal with in respect of 
goods or services for which they compete to 
acquire or supply. For example:  

• if a group of Dealers agree to pay the 
same price that has been negotiated by 
the group for goods or services in respect 
of which they are, or are likely to be, 
competitive, that agreement may fall 
within the definition of a price fixing 
agreement; and

• if a group of Dealers agree that they will 
adopt the same terms to buy particular 
goods or services from a particular 
Manufacturer, this might also be said 
normally to contravene cartel laws.

Class exemptions 

Since 2017, the ACCC has had the power to 
grant, by way of legislative instrument, a class 
exemption for conduct that may otherwise 
risk breaching competition laws, including the 
cartel laws, where the ACCC is satisfied that:

• the conduct will not have the likely effect 
of substantially lessening competition; 
and 

• the public benefit would outweigh the 
detriment that would be likely to result 
from the conduct. 

Under the collective bargaining exemption, the 
ACCC has identified the following benefits for 
businesses negotiating as a group rather than 
individually:  

• reducing the time and cost of negotiating 
contracts (compared to multiple bilateral 
negotiations); 

• creating opportunities to negotiate terms 
that better reflect the group’s needs 
(compared to standard form contracts); 
and 

• gaining better access to information (for 
example by sharing relevant information 
or sharing the costs of engaging a 
professional advisor).

For the period for which this class exemption 
is in force (10 years unless revoked earlier), 
eligible Dealer Councils can collectively 
negotiate, among other things, terms of dealer 
agreements and, by completing a simple 
form, will no longer be at risk of contravening 
the cartel laws set out above by engaging in 
collective bargaining conduct that is within the 
parameters of the class exemption. 

Existing exemption process under the CCA 

Until this class exemption comes into effect 
(likely to be early 2021), collective bargaining 
by competitors can only be exempted from the 
cartel laws if the conduct is first authorised by 
or notified to the ACCC, requiring that:

• for conduct to be authorised, the parties 
satisfy the ACCC that the conduct will 
not have the likely effect of substantially 
lessening competition and that the public 
benefit would outweigh the detriment 
that would be likely to result from the 
conduct; and

• for collective bargaining to be notified, 
the parties must lodge a valid collective 
bargaining notification with the ACCC 
and the ACCC must be satisfied that any 
benefit to the public that is likely to result 
outweighs any detriment to the public 
that is likely to result. 

These existing processes can be cumbersome 
and expensive to use.  The ACCC considers 
that this new class exemption will remove 
the need for most small businesses, 
including Dealers, to use the authorisation 
or notification processes. Nevertheless, the 
authorisation or notification processes will still 
be available for businesses and conduct that 
fall outside the class exemption threshold.

What’s next? 

The ACCC has announced that it will release 
the collective bargaining class exemption 
notice form along with further information 
and guidance in early 2021.
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AADA has welcomed the decision 
of the Australian Competition and 
Consumer Commission (ACCC) to 

allow franchisees to collectively negotiate 
with car Manufacturers without ACCC 
approval. 

This is a welcome and important development 
for franchised new car Dealers as it provides 
them and their representative Dealer Councils 
with the opportunity to raise their shared 
concerns with the Manufacturers they are 
franchised to. 

AADA CEO James Voortman commended 
the ACCC on recognising the importance of 
allowing franchisees to be able to negotiate 
more effectively and efficiently as a group.  

“Franchised new car Dealers have huge 
trouble negotiating with their large offshore 
multinational franchisors, given the substantial 
differences in size and power of the parties 
involved. This is made even worse when 
individual Dealers have to try and negotiate 

alone. This class exemption provides Dealers 
with a much more effective and efficient 
negotiation tool and avoids Dealers having 
to navigate through complex red tape and 
administrative burdens to obtain collective 
bargaining rights,” Mr Voortman said. 

“We are delighted that our members can now 
utilise this exemption, which will be especially 
useful for Dealer Councils when they are 
negotiating Dealer Agreements. The New 
Car Retailing Industry Market Study of 2017 
gave the ACCC a good understanding of the 
imbalanced relationships that exist in auto 
franchising and this class exemption, which 
is the first of its kind, will go some way into 
correcting that imbalance.” 

The new class exemption will be available to 
franchisees from early 2021. 

In late October, the ACCC issued a 
draft determination proposing to grant 
authorisation to enable the National Honda 
Dealer Council and a group of Honda Dealers 

to discuss and collectively negotiate with 
Honda Australia in relation to issues arising 
from Honda Australia’s termination of existing 
Dealer agreements and their replacement with 
a new agency model.

“The ACCC considers the arrangements 
are likely to result in some public benefits, 
including transaction cost savings for all 
parties, and limited public detriment. 
Legal protection is sought because such 
collective negotiations may otherwise breach 
competition laws, since Honda Dealers are 
in competition with each other in relation 
to certain products and services,” an ACCC 
statement said.

The ACCC proposes to grant authorisation 
until 31 July 2026.

The ACCC invited submissions in relation 
to the draft determination by 13 November 
2020, and will make its final determination in 
December.

COLLECTIVE NEGOTIATION ALLOWANCE 
WELCOME
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In October, the AADA lodged a submission 
with the Australian Competition 
and Consumer Commission (ACCC) 

supporting Mitsubishi’s proposal to introduce 
a warranty of five years with an additional 
five years for customers who service their 
vehicle with a Mitsubishi Dealer. The AADA 
did so in consultation with the Mitsubishi 
Dealer Council and believes that this kind 
of program provides a substantial benefit 
to Mitsubishi customers with no negative 
impact on consumers or on competition. 

Meanwhile, the independent repair sector 
represented by the AAAA, MTAA and 
VACC has opposed the proposed Mitsubishi 
warranty, arguing that it breaches the 
Competition Act and disadvantages Mitsubishi 
customers and independent repairers.

On 11 September 2020, Mitsubishi Motors 
Australia Limited (MMAL) lodged an 
exclusive dealing notification with the ACCC. 
The notification involves MMAL offering a 
10-year or 200,000km (whichever occurs first) 
warranty to purchasers of new Mitsubishi 
vehicles on condition that the purchaser 
exclusively acquires aftermarket servicing from 
an MMAL dealer or service centre. Under the 
terms of MMAL’s existing 5-year warranty, 
purchasers of new Mitsubishi vehicles can 
choose to use independent service centres 
without affecting their warranty (provided 
the vehicle is serviced in accordance with 
Manufacturer's specifications). The 5-year 
warranty, with non-exclusivity as to choice 

of service provider, remains an option for 
Mitsubishi customers.

Having received over 200 submissions from 
independent servicing and repair businesses, 
aftermarket suppliers, industry associations, 
consumer groups, government entities, 
members of the public and other private 
businesses, the ACCC intended to make a 
decision regarding the notification by the 
end of November. That would either be to 
issue a draft notice to revoke the notification, 
or to take no further action and allow the 
notification to stand.

The majority of submissions to the ACCC 
opposed the proposal. A significant 
proportion of submissions raise concerns 
about the impact of the Notified Conduct 
on competition, including by affecting the 
viability of independent service and repair 
businesses and their ability to remain a 
competitive constraint on MMAL.

Submissions raised concerns that the 10-
year extended warranty was on condition 
that consumers must service their vehicle 
exclusively with Mitsubishi and that this would 
effectively lock out independent mechanics for 
the full 10-year period.

Other concerns expressed were that the 10-
year warranty could result in less repair work 
as well as servicing work for independent 
mechanics, increase the possibility of a 
consumer unintentionally voiding the 

extended warranty, and negatively affect 
consumer choice. 

In deciding whether to issue a notice to revoke 
the protection afforded by a notification, the 
ACCC first assesses whether the notified 
conduct has the purpose or is likely to have the 
effect of substantially lessening competition. 
If so, the ACCC then assesses whether the 
notified conduct would result, or be likely to 
result, in a public benefit that would outweigh 
the public detriment of the notified conduct. 
The ACCC’s assessment of public benefits 
largely focuses on how the conduct may 
provide value to the community generally.

MMAL submitted that its proposal would have 
significant public benefits, including:

• cost savings to purchasers of new 
Mitsubishi vehicles who might otherwise 
purchase costly extended warranties 
from third parties;

• enable MMAL to ensure Mitsubishi 
vehicles that benefit from the Notified 
Conduct are serviced with a high degree 
of care and skill; and

• improve the resale value of Mitsubishi 
vehicles and rights available to second-
hand purchasers because the extended 
warranty is transferable to subsequent 
owners.

MMAL submits there are no public detriments 
associated with the Notified Conduct.

AADA BACKS MITSUBISHI’S 10-YEAR 
WARRANTY PLAN
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AADA welcomes October’s Federal 
Budget as an important step in driving 
the recovery in the automotive industry 

and the wider economy.

“We hope the measures announced in the 
Budget will be a shot in the arm for the 
industry, which had been struggling even 
before the pandemic and has now experienced 
30 months of consecutive falling sales,” said 
AADA CEO James Voortman.

“The Government is encouraging businesses 
to invest and employ more people while 
bringing forward tax cuts will give consumers 
more disposable income which will trickle 
down into the economy.

“JobKeeper payments were crucial in allowing 
Dealers to stay connected to their employees 
through the first six months of this crisis. We 
acknowledge the ongoing commitment to 
employment through the support offered for 
businesses employing new apprentices and 
unemployed youth.”

Mr Voortman said the Budget acknowledged 
that business investment would be crucial to 
Australia’s economic recovery through the 
newly announced temporary full expensing 
coupled with the instant asset write-off. 
However, he expressed disappointment that 
the Government had resisted removing some 
of the legacy automotive taxes for an industry 
that is doing it tough.

“The import tariff and the luxury car tax are 
protecting a domestic manufacturing industry 
which no longer exists and their removal could 
benefit consumers and retail businesses,” he 
said.

The 2020-21 Federal Budget is the first since 
the COVID-19 pandemic. The measures 
announced are focused on kick-starting 
the economy by incentivising businesses to 
employ and invest, while providing tax cuts 
to most Australians. It builds on the already 
historically high levels of spending by the 
Government through programs such as 
JobKeeper and the instant asset write-off.

This budget will provide a boost to the 
economy which will give businesses and 
consumers confidence to spend. Hopefully 

that flows through to the automotive sector. 
This budget also provides incentives for 
dealerships as businesses to invest, to employ 
out of work youth and to take on apprentices.

The outlook for the economy shows a 
challenging 2020-21 with a gradual recovery 
over the next four years. Economic Growth 
is forecast to decline by 1.5% this year, before 
strongly bouncing back with growth of nearly 
5% next financial year, stabilising to around 
3% over the forward estimates. 

Unemployment is estimated to peak at 7.25% 
this financial year, which is lower than initial 
forecasts and encouragingly it stabilises, 
edging close to 5% over the next four years.

Much of Australia’s economic growth has 
been built on the back of high historic levels 
of migration. Forecasts suggest a fall from 
around 154,000 persons in 2019-20 to be 
around -72,000 persons by the end of 2020-21, 
before increasing to around 200,000 persons 
in 2023-24.

Personal Income Tax Cuts

In this Budget, the Government is delivering 
$17.8 billion in personal income tax relief, 
including $12.5 billion over the next 12 
months. Around 11.6 million individuals will 
receive a tax cut in 2020-21. 

The Government estimates this measure will 
boost GDP by around $3.5 billion in 2020-21 
and $9 billion in 2021-22 and will create an 
additional 50,000 jobs by the end of 2021-22. 

Temporary Full Expensing

The Government will support businesses with 
aggregated annual turnover of less than $5 
billion by enabling them to deduct the full cost 
of eligible capital assets acquired from 7:30pm 
AEDT on 6 October 2020 and first used or 
installed by 30 June 2022. 

Full expensing in the year of first use will 
apply to new depreciable assets and the cost 
of improvements to existing eligible assets. 
For small and medium sized businesses (with 
aggregated annual turnover of less than $50 
million), full expensing also applies to second-
hand assets. 

Businesses with aggregated annual turnover 
between $50 million and $500 million can 
still deduct the full cost of eligible secondhand 
assets costing less than $150,000 that are 
purchased by 31 December 2020 under the 
enhanced instant asset write-off. Businesses 
that hold assets eligible for the enhanced 
$150,000 instant asset write-off will have an 
extra six months, until 30 June 2021, to first 
use or install those assets. 

Small businesses (with aggregated annual 
turnover of less than $10 million) can deduct 
the balance of their simplified depreciation 
pool at the end of the income year while full 
expensing applies. The provisions which 
prevent small businesses from re-entering the 
simplified depreciation regime for five years if 
they opt-out will continue to be suspended. 

Members should monitor the ATO Website 
which will provide further information on the 
measure.

Apprenticeships Wage Subsidy 

The Government will provide $1.2 billion 
over four years from 2020-21 to increase the 
number of apprentices and trainees. 

From 5 October 2020 to 30 September 2021, 
businesses of any size can claim the new 
Boosting Apprentices Wage Subsidy for 
new apprentices or trainees who commence 
during this period. Eligible businesses will be 
reimbursed up to 50 per cent of an apprentice 
or trainee’s wages worth up to $7,000 per 
quarter, capped at 100,000 places.

Hiring Credit 

The Government will provide $4.0 billion over 
three years from 2020-21 to organisations to 
take on additional employees through a hiring 
credit. The JobMaker Hiring Credit will be 
available to eligible employers over 12 months 
from 7 October 2020 for each additional new 
job they create for an eligible employee. 

Eligible employers who can demonstrate 
that the new employee will increase overall 
employee headcount and payroll will receive 
$200 per week if they hire an eligible employee 
aged 16 to 29 years or $100 per week if they 
hire an eligible employee aged 30 to 35 

BUDGET RECOVERY MEASURES WELCOME
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years. The JobMaker Hiring Credit will be 
available for up to 12 months from the date of 
employment of the eligible employee with a 
maximum amount of $10,400 per additional 
new position created. 

To be eligible, the employee will need to have 
worked for a minimum of 20 hours per week, 
averaged over a quarter, and received the 
JobSeeker Payment, Youth Allowance (other) 
or Parenting Payment for at least one month 
out of the three months prior to when they are 
hired. 

Temporary Loss Carry-Back To Support 
Cash Flow 

The Government will allow eligible companies 
to carry back tax losses from the 2019-20, 
2020-21 or 2021-22 income years to offset 
previously taxed profits in 2018-19 or later 
income years. 

Corporate tax entities with an aggregated 
turnover of less than $5 billion can apply tax 

losses against taxed profits in a previous year, 
generating a refundable tax offset in the year 
in which the loss is made. The tax refund 
would be limited by requiring that the amount 
carried back is not more than the earlier 
taxed profits and that the carry back does not 
generate a franking account deficit. The tax 
refund will be available on election by eligible 
businesses when they lodge their 2020-21 and 
2021-22 tax returns. 

Currently, companies are required to carry 
losses forward to offset profits in future years. 
Companies that do not elect to carry back 
losses under this measure can still carry losses 
forward as normal. 

This measure is subject to the passage of 
legislation and members should monitor 
the ATO website which provide further 
information on how to claim the tax offset.

Future Fuels Package 

A Future Fuels Fund will provide $74.5 
million over four years to enable businesses to 
integrate new vehicle technologies, perform 
integration analysis and develop improved 
information on electric vehicles and charging 
infrastructure.

Luxury Car Tax

Disappointingly, the LCT remains on the 
books. While the tax has been revised down by 
$0.7 billion over the four years, it will still raise 
over $2.2 billion over the forward estimates.

Passenger Vehicle Tariff 

The passenger vehicle tariff remains on the 
books but declines dramatically in 2022-23 
and beyond. While there is no explanation 
for this, the likely reason is that Treasury has 
factored in a Free Trade Agreement with the 
EU and/or the UK in the coming years.
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The Federal Government is understood 
to be close to releasing legislation 
regarding the mandatory sharing of 

service and repair information.

Bodies such as the Australian Automotive 
Aftermarket Association (AAAA) have been 
campaigning for the Federal Government to 
introduce a mandatory scheme for about a 
decade.

In October 2019, Federal Assistant Treasurer 
Michael Sukkar pledged the Government 
would bring in a new law obliging car 
Manufacturers to share mechanical repair 
and service information with an estimated 
30,000 independent repairer businesses 

across Australia on “fair and reasonable 
commercial terms”. 

The AADA has always said this information 
should only be shared on such terms. It 
will represent Dealers on an industry body 
that assists with implementation of the 
legislation. 

The move comes after voters in the US state 
of Massachusetts voted to expand current 
data sharing laws by allowing vehicle owners 
and independent mechanics to access 
telematics, wirelessly transmitted data that is 
typically sent directly to a remote server.

Mr Sukkar based his commitment to 
the legislation on a mandatory system 
recommended by the Australian 
Competition and Consumer Commission 
(ACCC) in 2017.

The new law is expected to be brought in by 
the end of the year.

“Progressing the Motor Vehicle Scheme 
remains a priority for me and for the 
Government. As the Government’s priorities 
are now shifting toward the recovery of 
the Australian economy, supporting small 
businesses, such as independent repairers, 
is as important as ever,” Mr Sukkar said in a 
statement.

DATA SHARING LAW EXPECTED SOON
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MOVING FORWARD

AADA 2020 Moving Forward, AADA’s 
first-ever completely online National 
Dealer Convention & Expo, was a 

resounding success, with high participation 
rates in both workshops and feature sessions.

Hosted by industry veteran David McCarthy 
on 10 and 11 November, the online event was 
of course made necessary by the COVID-19 
pandemic and associated restrictions on travel 
and gatherings. Instead of our usual influx of 
overseas guest speakers and delegates from 
around Australia converging on a single 
location, the convention operated as business 
has for much of 2020 – via video link. 

NADA chairman Rhett Ricart sent a video 
message from his dealership in Columbus, 
Ohio, while Australian Senators Deborah 

O’Neill and David Van joined AADA CEO 
James Voortman in conversation, and session 
presenters from around Australia and the 
United States presented live via video link.

Over the two days, 977 delegates tuned 
in, of which 498 were Dealers. At 51% of 
attendees, that was a better rate than a normal 
convention, with very high Dealer Principal 
numbers.

In total we had 1070 workshop participants 
over the two days, while our day 1 feature 
sessions attracted an average of 300 viewers 
per session.

With workshops limited to a maximum of 50 
viewers at a time, many maxed out, with some, 
like Facebook, totalling 80 unique attendees 

as viewers came in and out of their session. 
The workshops generated more leads for our 
exhibitors than a normal convention, so the 
rate of engagement was high. Almost every 
Expo exhibitor conducted a workshop and 
reaped the benefits.

Naturally, we missed the social and networking 
highlights of our traditional convention, 
and nothing beats in-person experiences 
for connection and enjoyment, but all in all, 
considering we had never done it before and 
the amount of work it took to change plans 
from our traditional format to online, the 
event was a resounding success. AADA thanks 
all attendees, exhibitors and speakers for their 
time and engagement, and we hope to see 
you all in person at the 2021 AADA National 
Dealer Convention & Expo.

AADA 2020 VIRTUAL CONVENTION & EXPO FEATURE       Australian Automotive Dealer Association 

ONLINE CONVENTION A GREAT SUCCESS
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NSW Labor Senator, Deborah O’Neill, 
who was a strong advocate for Dealers 
in her role on the Senate Committee 

inquiry into Holden, joined AADA CEO, 
James Voortman, in conversation as part 
of the AADA Policy Update and Industry 
Overview on the first morning of the Moving 
Forward online event. 

Senator O’Neill was also a member of the Joint 
Parliamentary Committee into Franchising, 
and shared her views on franchising in 
Australia, including assurances that small 
businesses would be safer in the franchise 
system than outside it.

“What we’ve been finding out over the past few 
years is how disappointing the experience is 
for so many Australians. Not in every franchise 
situation but in far too many,” she said.

“We had that long inquiry, which resulted in 
the 2018 Fairness in Franchising report, the 
unanimous report. We were able to deliver 
a consensus report about very significant 
change that needs to happen. There’s many, 
many issues, but the really crunchy point is 
when it gets to the end. It’s like when you 
fall in love, full of hope and promise, you get 
married, you sign up, just like an agreement 
for a franchise, but what about when things 
don’t turn out so well and you’re at that 
divorce stage? 

“And that’s what Australians are finding 
out: it’s at that point, that critical point of 
separation that basically our system has 
been failing for a very long time, and it 
continues to fail. And your members have 
seen the fruits of the government not doing 
anything. When you sit on your hands and 
you say, ‘just let the market do its thing’, that 
can be great in terms of enabling business 
and innovation, but where there is a market 
failure, a government that fails to act leaves 
an entire industry at the whim of a more 
significant player. And we’ve seen power 
operating in the most corrupting way, and the 
most devastating way in too many franchises, 
including the car sector.”

Mr Voortman said franchisees know all the 
power resides with the franchisor, and hence 
are reluctant to speak out. 

“How do we go about solving that and 
empowering them to speak up without fear of 
retribution?” he asked.

Senator O’Neill responded that we have to 
change the system.

“There have to be points at which people can 
engage and say, ‘I’ve got a problem’, and we 
need to get a resolution to these problems, but 
what’s happened is over time, the contracts 
that have been drawn up have hit a point 
where unconscionable contract terms are 
embedded,” she said.

“We had evidence early on in our inquiries to 
say that some of these contracts were written 
in such a way that it would be impossible 
to actually even take an unconscionable 
contract action. So, it’s established its fortress 
of protection from people coming forward, so 
it’s not going to be an easy thing. That’s why 
people can’t just do it themselves, it will require 
government.”

Describing as “disingenuous” Franchising 
Australia’s claim that it represented both 
sides of the franchise relationship, Senator 
O’Neill said franchisees had been without a 
“structural” voice for too long.

“Their voice has been heard. It’s been heard by 
senators of both major political parties,” she 
said.

Senator O’Neill said the Senate Committee 
had come up with a solution, but the federal 
Coalition government had failed to implement 
it.

“They know what’s going on. They have been 
advised, they’ve been given a road map of 
key areas that need a response, and your 
sector, more than any others, has seen this 
government step away from taking action 
when there is clearly market failure,” she said.

“And that’s why I won’t let this rest. I think 
about the stories that people have shared with 
me. I know what it means when businesses fail. 
I know what it means for your members, who 
have invested decades, in family businesses 
over generations, invested in the area that they 
live in, have created jobs, have looked after 
the local football club, have done great things 
in the community, as well as made a profit 
for themselves – and good on them – had 
the great life that that gives, but also all of the 
people that they’ve employed. 

“All of that matters. The government basically 
assign no currency to that, and they made 
their choices: they played the game all the 
way to the 30th of June for the 185 Holden 
Dealers, they kept making all the right noises, 
they got all the headlines and the media that 
they wanted, and when it came to action and 
outcomes for good Australian business people, 
they failed, and we haven’t heard boo from 
them since.”

Federal Assistant Treasurer, Michael Sukkar, 
sent a video message, telling the convention 
“the importance of your industry to the 
economy has never been more evident, as we 
move to the other side of the pandemic”.

“The Morrison government is committed 
to supporting automotive Dealers and all 
industries through to the other side of this 
pandemic,” he said, outlining tax incentives 
and offsets to help businesses. 

“Australia’s automotive Dealers understand the 
importance of credit. You deal with it every 
day in your showrooms, and as part of the 
Morrison government’s economic recovery 
plan, we’re reducing the cost and the time 
it takes businesses and consumers to access 
credit,” he said.

Mr Voortman said AADA would continue to 
form strong relationships with both sides of 
politics in order to continue strong advocacy 
for franchised automotive Dealers.

SENATOR’S STRONG WORDS 
ON FRANCHISING
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The second part of the Industry Overview 
featured Dr Marco Hecker, Auto Sector 
Leader, Deloitte China, who examined 

the evolving automotive landscape with an 
automotive-sector strategic focus.

The global automotive ecosystem is embarking 
on an unprecedented period of change, 
with the ever-increasing digitalisation of 
processes, the changing customer experience 
expectations, the tightening of operational 
gross levels across businesses, and the 
evolution of product with the introduction of 
electric vehicles. 

Acknowledging the “dramatic” impact of 
COVID-19, Dr Hecker discussed the shifting 
profit pools within the industry’s value 
chain and this impact that this will have on 
Dealers. The industry futurist explored how 
Dealers should be preparing to take advantage 
of shifting market conditions and CASE 
(Connectivity, Autonomy, Shared Mobility, 
and Electric) trends, and the opportunity 
ahead of Dealers when embracing the change.

“Nevertheless, there were a couple of lessons 
learned, and a couple of changes that will 
persist, post-COVID, and it’s important to 
understand what the consumers really want 
and how that impacts the Dealers,” he said.

One of those changes is the preference for 
omni-channel interactions. 

“Consumers are really expecting online and 
offline to be seamlessly integrated,” he said. “So 
for the Dealers this means that they need to 
create that kind of seamless integration. They 
need to offer diversified distribution channels, 
and they need to look into new ways of getting 
into that kind of channel interaction with their 
clients.

“In addition, the traditional service availability 
has to go up. Expectations are so much higher 
and the whole element around online will 
become more and more important.”

Dr Hecker emphasised the importance of 
customer experience and the individualised 
“journey” they undertake with a dealership.

“We can’t just force our customers to follow a 
certain procedure. We have to be able to adjust 
ourselves to the needs of the customers and 
give them an integrated experience on-brand, 
not only about selling your vehicle. It’s about 
lifestyle, it’s about taking the interests into 
consideration of the consumers and be able to 
offer a greater variety of brand offerings,” he 
said.

“We need to be able to communicate across 
the life cycle and across the ecosystem. Not 
only across the different channels, whether it’s 
through app, online, or in the dealership, but 
it’s also having branded messages with some of 
the partners and where the consumers are, to 
reinforce that kind of experience.

“That retail experience needs to be 
personalised, so it’s really a segment of one: ‘I 
don’t want to be treated like everybody else. 
I want to get the information that I want, 
wherever I am in my current life or buying 
cycle’.”

Another change was consumers’ desire for 
“more perceived value”. Given the uncertainty 
of the economic climate, price sensitivity was 
here to stay.

“On the other hand, the quality of service 
is a key differentiator, and trust and the 
relationships that you have built over time 
really makes the difference,” Dr Hecker said.

“Nevertheless, we need to think about how 
we improve operational efficiency in order 
to exceed the customer expectations. Think, 
for example, about flexible maintenance 
and servicing infrastructure, but also think 
about streamlining all your operations in that 
regard.”

Dr Hecker said OEMs were all taking these 
trends into consideration, but were dealing 
with them differently, so it was important 
for Dealers to understand how CASE was 
impacting the market. He said the Australian 
market was not isolated and the reality of 
CASE was coming to Australia as well, so 
Dealers had best be prepared.

MOVING FORWARD

DON’T BE SCARED, BE PREPARED
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AADA Chairman Terry Keating 
dismissed the Federal Government’s 
proposed voluntary Code of Conduct as 

“worthless”, while Government Senator David 
Van committed to continue his support for a 
fairer deal for franchisees, during the Keynote 
Session at the AADA 2020 Moving Forward 
online event on 10 November.

NADA Chairman Rhett Ricart also spoke via 
video, pledging his and NADA’s support for 
Australian Dealers, including testifying before 
the Australian Senate Committee inquiry into 
the relationship between Dealers and OEMs.

Mr Ricart detailed how when the pandemic 
struck, NADA was one of the first organisations 
to approach the White House, advocating for 
assistance for American Dealers.

“When most of America shut down in March 
and April, dealership service centres stayed 
open, and we were busy. We showed legislators 
and regulators why people need their cars, 
especially the very important essential workers,” 
he said. 

“Today, we’re still tackling every issue big and 
small, from dealership health and safety to relief 
loans, taxes, and factory production issues.

Mr Ricart said he was proud of the grit that 
had allowed dealerships to continue operating 
and seen the return of customers, “but it’s an 
ongoing battle and so very unpredictable”. 

Senator Van, a director of the Australian 
Association of Franchisees prior to being 
elected last year, was also involved in the 2018 
Joint Parliamentary Inquiry into Franchising 
in 2018.

“I’m probably one of the few people, including 
many of the people on that Committee still, 
who read every one of the submissions into that 
Inquiry, which was at times quite haunting and 
quite harrowing because of the damage that was 
talked about, because of the power imbalance 
that occurs in franchising currently,” he said.

“So, both prior to being elected to Parliament, 
and definitely since then, I’ve been an advocate 
for change to the regulations that affect this. I 
think we’re getting somewhere, there is certainly 
an appetite to change that power imbalance 
within government (but) there is not an appetite 
at the moment for wholesale change.

“Some of the things that I’ve been advocating 
for are a shift from regulation of franchising 
from being around the Franchising Code, 
which is administered by the ACCC, to moving 
it to Corporations Law under ASIC, given that 
the franchisees tend to be some of the largest 
investors in a franchise business.”

Senator Van said that with up to 85% of the 

capital within a franchise system coming from 
franchisee, “that’s an awful lot of capital to be 
investing to not have the sorts of protections 
and obligations that go along with that if it was 
any other form of investment”.

“It’s not going to be a simple process but I believe 
it’s one we can do over the medium to longer 
term. Making that sort of legislative change, 
where you’re changing the complete structure of 
how an industry is regulated is no simple matter. 
At departmental level, the changes that would be 
needed would be quite big as well. It’s something 
that needs to be done over a longer term and in a 
very considered way,” he said. 

“But one of the things I’ve been advocating for 
is that the legislation, regulation that looks after 
franchising be sent off to the Australian Law 
Reform Commission. That is the body that can 
look at legislation and say, ‘Is this the best way to 
legislate for a particular set of circumstances?’”

AADA CEO James Voortman asked Senator 
Van about dispute resolution and the possibility 
of making mediation mandatory rather than 
compulsory. Senator Van said the Government 
had a “strong appetite” for the proposal but had 
been advised it was unconstitutional. 

“Even if we put it in legislation it would have 
been defeated the first time it was tested,” he 
said. 

Senator Van said the ability to undertake 
dispute resolution as a group would be a “game 
changer”. 

“If you can all share the costs of that, if you all 
have the same problem, you’re going to have a 
much stronger chance of defeating it than under 
the current Code, which allows franchisors to 
take away rights in your contract by saying ‘you 
can’t collectively run a dispute’. That just doesn’t 
happen anywhere else. So that needs to go, you 
need to be able to run disputes collectively; one, 
to share the costs, to multiply the voice, and just 
to be more effective. But that seems to be one 
of the changes that the FCA (Franchise Council 
of Australia) are fighting the most. So, fight for 
that one.”

In his annual Chairman’s Address, AADA 
Chairman Terry Keating said 30 consecutive 
months of declining sales meant the industry 
was not in a good position, with Holden’s 
demise having a major negative impact on most 
of not all of the 185 Holden Dealers around 
Australia. Mr Keating said that Australian 
franchise law had allowed General Motors to 
ignore  “decent and fair business practices” and 
in rejecting all government requests to improve 
their offer to Dealers.

“They would not have done this in their home 
country, the United States, because State laws 

there prohibit such actions. But apparently here 
it’s okay,” he said.

“It astounds me that our very sensible and very 
pragmatic Prime Minister will continue to allow 
his business portfolio ministry to prevaricate 
on this issue and not legislate. To be fair, the 
Department has, after much pressure from 
us, established a doctrine of six principles to 
protect our interests, and by and large, these 
six principles would mark a substantial step 
forward in establishing equality. However, the 
same Department insists we should accept this 
new regime as a voluntary Code of Conduct 
and not a mandatory Code of Conduct. In other 
words, it’s worthless. Quite frankly, if it wasn’t so 
serious it would be a joke.”

Mr Keating commended the Federal 
Government’s JobKeeper program, “which for 
many of our members, kept their businesses 
afloat”.

“When I reflect on negative events, setbacks, 
roadblocks, whatever you might want to call 
them, it reminds me that as new car Dealers we 
are nothing if not resilient. Indeed, that could 
almost be our theme going forward: resilience,” 
he said. 

“Like all organisations we’ve had to live within 
a reduced income environment, and this has 
meant cutting costs. Sadly, we had to let one 
person go from the secretariat – effectively a 20 
percent reduction in staff – and further, all of our 
key people agreed to take a pay cut to see this 
year out.”

As a result, the audited accounts, released at the 
AGM later the same day, showed a decline in 
Retained Earnings of $220,000. 

“This result, however, was impacted by a 
mandatory accounting standards, where in 
our case, revenue earned but not received as 
at balance date can no longer be included in 
our annual results as it has been in past years. 
Excluding this one-off impact, we made a small 
surplus of about $130,000 (as at 30 June),” Mr 
Keating said.

“Since then our revenue has declined further, in 
line with new car volumes. But we’ve managed 
to be circa-break even in the last quarter. So, as 
an association, we’re still in good shape. But to 
put the decline in new car volume into context, 
the industry was at a peak in 2017 of almost 
1.2 million units. By 2019, it had declined to 
one million and sixty thousand approximately. 
And this year we think we will struggle to get to 
850,000.”

Mr Keating said many OEMs were ethical 
organisations that did not engage in predatory 
conduct and would have nothing to fear from a 
mandatory Code of Conduct.

FRANCHISE FIGHT A KEYNOTE ISSUE
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When COVID-19 hit, there was no 
playbook on how to respond, how 
to not just sustain and protect but 

to prepare businesses for growth post-
pandemic. Convention Host, David ‘Macca’ 
McCarthy, sat down with Paul Scurrah, 
Former CEO & Managing Director, Virgin 
Australia, and Cameron McIntyre, CEO 
& Managing Director, carsales, two of 
Australia’s most hands-on CEOs who lead 
businesses that COVID-19 has challenged in 
ways they never considered would happen.

Mr McIntyre said when the Victorian 
Government cancelled the Melbourne 
Formula 1 Grand Prix on 13 March, carsales 
kicked into action, canvassing international 
peers and colleagues in countries further 
advanced in terms of COVID-19 infection 
rates for coping tips and strategies.

“Between the 13th and the 23rd we spent a 
lot of time as a business planning for what the 
future could potentially look like, because no 
one had a playbook for what was to come,” 
he said. 

He focused on three main areas.

“The first one was making sure that whatever 
we did we tried to protect our customers 
and our industry from what we thought 
was coming as much as we possibly could. 
Obviously we’re a public company, so that 
added an extra layer of complexity. 

“The second one was making sure that 
as a business we were looking after our 
people, and our people were – I wouldn’t say 
comfortable – but had a realistic picture for 
what was coming. 

“And the third thing we focused on was our 
product development. So where was the 
change likely to impact our customer base 
and our industry, and what were the things 
that we needed to do to pivot, in order to 

facilitate an environment that was likely to be 
touchless, as it was, and how can we support 
the industry in that environment.”

Mr McCarthy said both men were respected 
by their staff as honest and straightforward, 
but nonetheless, communicating the changes 
that needed to happen must have been 
difficult. 

“To sit down and think about all the 
decisions that needed to be made was really 
challenging, so what we decided to do 
was to build a basic framework in which 
to encapsulate all of our decision-making, 
which was around supporting the business, 
customers, and our people,” Mr McIntyre 
said. 

“But the stakeholder management piece 
that goes with that as you’re making these 
decisions – and you’re making them 
quickly – the decisions we made to support 
our customers in the industry were made 
even before JobKeeper came out – and the 
concerns that we obviously had were being 
a public company, that was going to create 
some noise. 

“Normally between March and August you’d 
probably talk to the market maybe once – 
from our point of view between March and 
August we communicated four times. The 
message there was we needed to up-weight 
the cadence of our communication to all 
of our stakeholders, market being most 
important; customers being extremely 
important too. We had to focus more on 
providing up to date, relevant information 
that’s timely to customers around what was 
actually going on in the market at the time.” 

Mr McIntyre said the Zoom format helped 
with communication and staying in touch 
with overseas developments, while contact 
with AADA and the Federal Government was 
important in staying informed. 

Mr Scurrah described COVID as “a series 
of black swan events in terms of impact and 
reach”, but said the good news for Virgin was 
that airlines were very well-rehearsed for 
crisis management, for very good reason.

“We’ve got a high level of trust in us from 
the public to carry them safely. You have 
to scenario-plan and rehearse on a regular 
basis. So it was something that we were well-
prepared to deal with, but just not expecting 
the frequency with which we had to enact 
those actions that we’d rehearsed,” he said.

“In terms of the leadership challenge, it 
did change our focus quite a bit. There’s 
the ‘What’ and the ‘How’ of leadership – a 
CEO would normally be responsible for 
defining what success looks like, and that 
didn’t change, it just shortened the window. 
So when we went into COVID and when we 
went into administration, we had to reinvent 
the meaning of it, to say that success is 
actually about survival.

“Once you’ve defined that it’s best to be co-
created with your shareholders, your people, 
and your customers, to build that road map 
out as to how you get there. Again, it was 
a much shorter window through COVID, 
but we had to take baby steps, each day at 
a time, hour by hour, to make sure that we 
were stepping in the right direction to help us 
survive.”

Mr Scurrah backed Mr McIntyre’s point 
on communication, saying “if you think 
you’re communicating enough in these 
circumstances, you need to think about 
quadrupling it. You can never over-
communicate. Be as honest as you can in 
those circumstances.”

Honesty, not setting false expectations or 
over-promising what the future might hold 
were the keys to bringing people on the 
journey with you.

MANAGING 
THROUGH 
A CRISIS
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The automotive industry has shown 
incredible resilience throughout the 
year, proving we’re adaptive and 

creative. It has forced us all to review the 
fundamentals, and to ask ourselves what will 
help set us up for success going forward. 

In this presentation at the AADA Moving 
Forward virtual convention, Lee Peters, 
Partner, Deloitte, and Ren Blanning, Head of 
Executive Business, carsales, examined how 
the industry responded through 2020 and 
the resilience shown by dealerships, detailing 
what mattered most this year, and predicting 
what will matter most going forward.

Mr Peters said Deloitte had collected data 
from over 1000 Dealers every month, with 
that performance metric giving an insight 
into the “heartbeat” of the Australian retail 
automotive industry. The “golden period” 
of growth in new car volume, finance and 
insurance and Dealer performance and 
profitability had topped out in 2015, with 
“challenging times” in the years since.

He said many Dealers had expressed to him a 
desire to “get back to normal”, but while this 
was desirable in most aspects of life post-
COVID, returning to the performance trend 
of the past few years was far from ideal for the 
industry. 

With 36% of Dealers reporting a loss in 2019 
and four out of five customers “not entirely 
happy” with the purchasing process, the 
industry had then been hit by a “once in a 
hundred years” pandemic.

“The economy here in Australia has gone 
down in an elevator, but will need to probably 
get up via the stairs,” Mr Peters said. 

He said a “W-shaped” recovery was most 
likely, with bounces up and down for the 
economy over the next couple of years. 
However, there were three other possibilities, 

from a quick bounce-back “V-shaped” 
recovery back to where the economy had 
been trending, to a “U-shaped” recovery 
over a mid-to-longer term, to the worst case 
scenario of a “true and permanent reset” of 
the economy at a lower level. The industry 
needed to be aware of and plan for all four 
contingencies. 

At a macro industry level, year-on-year 
sales have been declining over the past two 
years. However, figures had recovered almost 
back to where they had been, and he was 
optimistic about where the volume level 
would go from here.

The “Four Ps” of Prepared, Patient, Present, 
Proud had underpinned Dealer resilience 
through the months of March, April, May 
and June, respectively. Being prepared when 
the pandemic hit in March, patient through 
the April shutdown, present when customers 
returned in May, meant Dealers could be 
proud of a strong performance “explosion” of 
6.93% in June. 

“We need to be aware that this is one of the 
most unique periods that we have ever seen. 
This is not the new normal, this is a really 
unique period. The pandemic, the shutdown, 
the pent-up demand, the government 
stimulus – whether that’s instant asset write-
off, superannuation abilities, JobKeeper 1, 
JobKeeper 2, and eventually JobKeeper 3 – 
the low stock levels enabled higher gross to 
be achieved,” Mr Peters said. 

“Similar to the GFC, the real, hard core, cost-
out measures that Dealers took, and then 
rather than spend money on holidays, people 
were buying cars. All of those elements put 
together really did show that this was one of 
the most, if not the most, unique periods the 
industry has ever seen. And the results reflect 
that.”

New car sales were going in the wrong 
direction when it should be easy to sell with 
customers ready to buy, but gross margins 
were pleasing. From an average stock holding 
of 70 to 80 days’ supply in 2019, we’re now 
down to around 50, with that number falling 
to 38 in June.

“The more optimal stock holding levels has 
given Dealers the opportunity to really focus 
on margins, and that’s translated through 
to gross, and ultimately through to selling 
gross,” Mr Peters said.

Used car sales per salesperson had peaked, 
while gross profit per used car had followed 
the new car trend of increased margins.

An exciting juncture

Ms Blanning said the industry was at 
“an exciting juncture”, provided Dealers 
understood the factors influencing the 
marketplace. 

“Buyer behaviour: do you understand the 
shift? The metrics that matter: how are you 
using these in your business? Tasks to take 
you forward, because the time to reassess 
and effect change is now. The question is, as 
retailers, how are we responding to buyers’ 
behaviour, and why do we need to?” she said.

On carsales.com customers can choose to 
connect with Dealers via email (45% of 
enquiries), SMS (22%), or phone (33%). 

“The percentage of email-based enquiry 
is still slightly edging out the other two 
mediums individually, however this number 
has dropped quite considerably over the last 
three years,” Ms Blanning said.

“One of the key things you can do as retailers 
to maximise your customer connection is 
respond in the customer’s chosen medium. 
Lead mediums change a lot between 

TURNING 
RESILIENCE 
INTO GROWTH
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demographics. Think for a second about 
buyers in their twenties. If they choose 
to communicate with a Dealer via text – 
something they’ve grown up with – do you 
think they’ll respond well to no return text, 
just multiple phone calls and voicemails? 

“No. They want to communicate in their 
own style. If we’re wanting to engage with a 
buyer we need to respond within the buyer’s 
comfort zone, not ours.”

On the other hand, if a customer had been 
excited enough about a vehicle to hit “contact 
now” on their phone, Dealers must be 
available to answer that call immediately. 

“It is such an easy win,” Ms Blanning said. 
“We need to be appropriately resourced to 
answer these calls every day we’re trading. 
Ask yourself, are you measuring the Call 
Connect contact rate in your business? The 

benchmark here is 100 percent of calls during 
acceptable business hours answered 100 
percent of the time.”

Ms Blanning pointed out that 42% of used car 
enquiries nationally in October were made 
outside of standard 9-5 business hours, with 
a significant portion coming between 8am 
and 9am. 

“How many of us are still going about our 
traditional ‘open the dealership’ routine at 
this time? Are your salespeople walking 
around the yard with a keyboard, unlocking 
cars, pulling out bollards and setting up the 
blowie-man? Are we holding that traditional 
8.30am sales meeting at this time? The 
question here for you is how can you better 
resource to meet your customers’ needs when 
they want to speak to you?” she said.

Ms Blanning stressed that digital showrooms 
never close, with 58% of consumers’ carsales 
sessions occurring outside business hours. 
Quality images, vehicle-specific comments 
and a market-targeted price ensured Dealers 
would not miss out on these eyeballs. 

Having an active inventory, with leads spread 
evenly across stock, should be the goal. 
Dealers needed to know their average used 
cars inventory holding, their “view-to-lead 
ratio”, and an accurate closing ratio. Inventory 
management is changing, with a tech-savvy, 
data-focused, analytical, process-driven 
person required to maximise this area.

Ms Blanning concluded that Dealers need 
to evolve. Improved productivity will lead 
to greater profitability, and customers are 
the leading indicators for success. Dealers 
prepared to undertake the “restructuring 
journey” are already reaping the rewards.

https://fusionbusinesscollege.com/
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The COVID-19 pandemic has accelerated 
the transition to digital vehicle sales and 
heightened the importance of effective 

virtual showrooms. In a timely presentation 
on the behaviour of car buyers, Richard 
Dicello, Dealer Sales Director at Autotrader 
and Gumtree Cars, and Denis Hancock, VP 
Strategy at BrandSpark International, shared 
the results of an in-depth Digital Influence 
Study into new and used vehicle shoppers and 
recent vehicle purchasers.

The research found that first impressions 
count, and that even those who ‘shop around’ 
will return. Being the first Dealer they visit is 
crucial, as 80% of buyers ultimately purchase 
from the first Dealer they visit, provided that 
Dealer has the specific make and model they 
want. Thirty percent said they bought from 
the first Dealer they visited, without going 
anywhere else. Another 33% shopped around 
but ultimately bought from the first Dealer 
they visited, while 18% said they only went to 
another Dealer because the first Dealer did not 
have the vehicle they desired.

“The message from that is how critically 
important it is to be that first Dealer that they 
visit, and focus a lot of marketing effort and 
investment on early funnel investment, stuff 
that really draws them in the door early in the 
shopping process,” Mr Hancock said.

The trend was consistent across gender and 
age, with the younger demographic more 
likely to shop around first.

The results also revealed that as buyers 
increase their online research, digital 
showrooms are driving purchase likelihood. 

“We asked vehicle buyers how important it 
is that Dealers have an online showroom, 
including things like dealership name, 
location, contact information, et cetera. Sixty 
percent said it’s important to them, and over 
half (51%) agreed that having an online 
showroom will make them more likely to 
purchase from a Dealer,” Mr Hancock said.

“So this is a very important digital asset 
to have, and have correctly, to really drive 
purchases at your dealership.”

He said the results found that COVID-19 
had not affected the way buyers prepare, 
with the average buyer spending about six 
weeks researching, 80% of buyers spending 
at least two weeks researching, and 97% of 
buyers having done some preparation before 
contacting a dealership.

However, nearly half (47%) of respondents 
who said they were impacted by COVID-19 
reported delaying their purchase because of 
the pandemic, and 25% said it had impacted 
their budget. Only 19% said it had impacted 
their search and how they communicated with 
Dealers.

“A lot of this is because so much of the process 
was already being done online,” he said.

This he described as “an acceleration of the 
long-term trend towards consumers doing 
more of their shopping online”. Sixty-two 
percent of buyers began their search online, up 
from 57% last year.

“We expect this trend will continue for years 
to come. Online classifieds are still the number 
one resource for vehicle research. We’ve also 
seen an increase in the percentage of people 
who use online classifieds overall, now up to 
69 percent, a seven percent increase,” he said.

“We’ve also seen rises for dealership sites (55%, 
up 8%), Manufacturer sites (53%, up 6%), 
consumer reports (25%, up 7%).  So it does 
indicate that that shopper at home doing that 
preparation on average is using a few more 
resources, but things like auto review sites 
(39%), social media (29%), stayed relatively flat 
versus the previous year.”

The survey did reveal some gender differences, 
with women affected by COVID-19 reporting 
that the effect was to narrow down their 
options and make them more likely to buy a 
new car, while men said they broadened their 
options. Women were less likely than men 
to be happy to complete the entire purchase 
process online, and also skewed more towards 
used cars than did men.

BEING FIRST THE KEY WITH ONLINE CAR BUYERS
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Seamless connection between online 
and offline operations is the key to 
conquering The Next Digital Frontier 

in Auto, according to the panellists of 
the feature session of that title hosted by 
Autotrader & CarsGuide Chief Executive 
Officer Shaun Cornelius at AADA 2020 
Moving Forward.

In discussion with Craig O’Donnell, Head 
of Digital Platforms and Experience at 
Volkswagen Group Australia, Jamie Moyle, 
Digital Manager of CarGiantWA, and Dorian 
Lapthorne, Director of Deloitte Motor 
Industry Insights & Analytics, Mr Cornelius 
endeavoured to uncover the latest insights 
and emerging trends in new and used vehicle 
purchase consideration and the role of digital 
influence.

Mr Moyle said ease and convenience were 
driving behaviour, and stressed the importance 
of assisting the customer from online into 
the dealership. Mr Cornelius agreed, and said 
that more choice, more information, more 
empowerment and more options for modes of 
interaction were leading to better experience 
for buyers. 

Research showed the importance of online 
showrooms, with 60% of respondents saying 
they felt it was important, 51% saying they’d 
be more likely to buy from with online 
showroom, and 70% were open to and 
interested in potentially conducting the 
entire buying experience online, “and that’s 
something we wouldn’t have seen in years 
gone by”, Mr Cornelius said. 

“Sometimes people talk about online as 
separate to offline. It’s one overall buyer 
experience. Omnichannel: it’s sometimes 
a buzzword but I think it’s important to 
recognise that’s how you need to interact.”

Mr O’Donnell said the COVID-19 pandemic 
had accelerated a trend towards online 
research and shopping that began several years 
ago.

“Customers are just trying to find information, 
and find ways so they can do it in an 
environment that’s at their own pace,” he said. 

“Previously that might have been motor shows, 
now it’s online. Probably over the last five years 
customers have been digital first. Maybe it’s 
not the most influential point, but it’s been a 
significant player in the purchase process for 
five or six years. This year especially, a lot of 
those things have been accelerated, a lot of the 
digital buying, not just in auto but also outside 
of the industry, has just become the normal 
way in which we shop.”

Mr Lapthorne said Deloitte had witnessed the 
power of integrating the online and offline 
experience to eliminate any ‘disconnect’ a 
customer might feel.

“We’ve seen Dealer groups in the US have 
quite a bit of success and the key that they’ve 
stumbled across is not having a disconnect 
between the offline and the online world. 
You need to have that totally integrated so 
that when people come in having been to 

the virtual showroom and having perhaps 
specified a car online, they don’t then enter 
the showroom and have to start again, or they 
don’t get nine-tenths of the way down the 
process and have to go somewhere else to do 
a finance deal. When you can combine those 
online and offline worlds together, we see 
more and more success,” he said. 

“The thing that I think I’d say though, as we 
roll forward, is we’re not going to throw a 
switch. We’re not going to suddenly find the 
whole world will start buying cars online, or 
the whole world will only want to see vehicles 
in online showrooms.

“We’re going to see gradual changes. We’re 
going to see brands and OEMs work together 
to perhaps sell particular models online. We’re 
going to see different parts of the country 
work in different ways, so metropolitan 
Dealers might work one way, rural Dealers 
might work another - there might be a more 
offline presence in rural Dealers. But the key 
is bringing them all together and having that 
work seamlessly together as customers work 
through their purchase process. That’s when 
we see success around the world, when brands 
and OEMs and Dealers can work together to 
connect all those elements. You don’t get the 
disconnects along the way, and you get happy 
customers.”

Mr Lapthorne stressed the importance 
and value of using data to enable those 
connections.

SEAMLESS 
CONNECTION 
BETWEEN 
ONLINE AND 
OFFLINE 
THE KEY
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Dealers and used car managers needed to 
understand ‘the new math’ of used car 
sales if they wanted to combat margin 

compression and operate a profitable used car 
department, Dale Pollak, EVP & Founder, 
vAuto - Cox Automotive, said in his session at 
the AADA 2020 Moving Forward.

Speaking via video link from the United States, 
Mr Pollak said that in the years 2017/18/19 the 
US industry had delivered record or near-
record volumes of used car sales. Yet half of 
Dealers had made a net loss, and the half with 
a net profit saw this trending down year on 
year.

“So that would raise the question what will 
happen in the industry when – not if, but 
when – our industry’s no longer selling or 
delivering record volumes of used vehicles. 
There certainly is something going on. There’s 
a problem,” he said. 

“It isn’t entirely clear to me that this trend 
that has occurred in the US is quite as severe 
in Australia as it is here, but I suspect it is 
occurring and I think it’s only a matter of time 
before the margin compression causing this 
negative net outcome is at an equivalent basis 
in Australia.”

The ‘Cost to Market’ value of used cars, which 
in 2016 took around 60 days to reach 90% 
of the average retail asking price, was now 
reaching that point within 15 to 30 days, “a 
profound change”, according to Mr Pollak. 

“The math of making money in the used car 
business has changed very, very dramatically, 
and not for the better,” he said. 

The reason for the shift, which began in the 
US in mid-2016, was the growing reality that 
the used car game was an internet business, 
and thus highly price-sensitive, with more 
frequent price adjustments. With customers 
haggling on price and demanding extras, a 
used car might sell for 93% of the average retail 
price. For a Dealer who after 30 days had 90% 
ownership of that cost to market, it looks like 
a 3% gross front-end profit. But Mr Pollak 
argued that if Dealers factored in associated 
costs such as department expenses and 
commission, they would see they were actually 
making a net loss on the sale – what he termed 
the “gross deception”. 

“It looks like we’re making a positive 
contribution to the department, and in fact 
we’re really not. If we ever thought that a 
vehicle wasn’t worthwhile keeping from a 
profit standpoint after 60 days, if we ever 
thought that 60 was the limit, now if and only 
if you understand that the math is changing, 
and the math has changed, now in the US 
we have to come to terms with the fact that a 
vehicle that is out of net profit contribution 
potential is a 30-day-old car,” he said.

“Unless you know where they point is you 
don’t really know that anything is wrong and 
you’re likely to keep doing the same thing 
that you’re doing. If you want to reverse the 
negative trends of net profitability, we have to 
reduce, or eliminate, the number of vehicles 
that we transact every month that detract 
from the bottom line, and by definition here 
in the US those are vehicles that have been in 
inventory for 30 days or more.”

Mr Pollak said it was vital dealerships 
understood what this ‘math’ looked like 
for them, and communicate it with their 
managers. 

“Once we bring our people to that common 
point of understanding, what we have to 
do is implement a new strategy. It’s a very 
challenging strategy, one that I call ‘Balancing 
Your Used Vehicle Inventory Equation,” he 
said.

He challenged the old notion that the way 
to move more volume was to stock more 
inventory, because although holding more 
stock would result in greater volume, the stock 
that was unsold after 30 days would eventually 
sell at a net loss.

“No longer can we believe that we stock cars 
to sell cars. That’s what we’ve always believed. 
Today what we have to understand is we have 
to sell cars to earn the right to stock cars,” he 
said.

“Balance the equation means we have to keep 
track of our rolling 30-day sales and compare 
that every single day to the number of units we 
have in stock. The smaller the gap is between 
your rolling 30-day sales and your current 
inventory, the larger your net profit will be, the 
larger that gap is the larger your loss is going to 
be. The gap between your rolling 30-day sales 
and your net profit are completely correlated; 
highly, directly correlated.”

Mr Pollak said it was a difficult challenge to 
understand and adjust to the ‘new math’, but 
those that did would benefit from a clearer 
understanding of their true position.

‘NEW MATH’ KEY 
TO COMBATTING 
MARGIN COMPRESSION
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The ‘mass experiment’ of so many people 
forced to work from home due to 
COVID-19 had accelerated workplace 

trends that were already underway, according 
to Jo Jericho, Senior Strategy Manager – 
Consulting, Monitor Deloitte, who spoke 
about ‘The Future of Work’ at AADA 2020 
Moving Forward.

Ms Jericho leads Deloitte’s Strategy, Growth and 
Transformation team. Her expertise ties together 
the disciplines of business strategy, customer 
experience and employee experience into value-
additive transformations. Recently, she has been 
helping automotive businesses re-imagine their 
futures that have been reshaped by COVID, and 
believes future work models will be driven by 
choice and autonomy around when and where, 
and how and why work is completed. 

“Bad companies are destroyed by crisis. Good 
companies survive them, and great companies 
are improved by them,” she said, quoting Andy 
Grove, the founder of Intel.

She said COVID-19 had accelerated 
movement that was already occurring, away 

from traditional hierarchical structures into 
fluid networks of teams.  

“Fluid networks of teams are cross-functional, 
self-organising, focused on what’s important 
for customer, and thinking about a customer 
mission, solving a problem that will help a 
customer,” she said.

“Every day the re-prioritise into ‘what is going 
to deliver the most amount of value for the 
customers?’” 

Ms Jericho said workplaces were moving from 
‘command and control’ models to ones of 
‘autonomy and trust’. 

“Netflix very early on wrote a manifesto for 
its HR policy, or employee experience, and 
they talked about designing for the 97 percent 
of people that want to do right for your 
organisation,” she said.

“You’re always going to find someone who’s 
going to try to buck the system and take 
advantage of the situation. But then do you 
design for the three percent of people or 
do you design for the 97 percent of people? 

And the increased autonomy and trust is a 
reflection that you need to design for the 97 
percent of people. And if you think about 
COVID, that’s just validated it.”

Other shifts that were already occurring and 
would continue were a focus on health and 
safety, growing to improving the ‘human 
experience’ of work, and a move from a 
primary focus on profit and shareholder value 
to the rise of social enterprise.

Ms Jericho said the ‘mass experiment’ of 
working from home had resulted in significant 
benefits for businesses, customers, and 
employees. These included:

• enhanced productivity;

• increased speed to market;

• reduction in real estate costs;

• improved customer intimacy;

• strengthened access to talent;

• reduced environmental impact;

• greater inclusion and diversity; and

• improved engagement and well-being.

THE FUTURE OF WORK
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Dealers should be aiming to achieve 
20% return on sales in their service 
departments, according to Chris 

Downie, from Silver-Bullet Business Advisory, 
in his session at AADA 2020 Moving Forward.

Mr Downie said it was time for Dealers 
to undertake a Service Department Profit 
Exploration & Acceleration approach to 
business, asking questions such as:

• Are your facilities and people working to 
capacity?

• Are you at 20% return on sales in your 
service department?

• If not, how do you get there?
• If so, how do you keep growing?

Using hypothetical examples of dealerships, Mr 
Downie encouraged calculating the number 

of work hours service staff had the capacity to 
undertake in a given month and combining 
it the mix of work to be done and the rate of 
labour, to find the maximum potential income 
for that period.

In terms of mix of work, 60% or more of jobs 
being external fleet or retail jobs was the magic 
money-making number. 

“We need to make sure that our warranty 
(work) is kept at a minimum, of 10% or less, or 
loaded accordingly, because this is typically our 
lower-grossing category of work in our labour 
lines. Unapplied time needs to be minimised, 
as low as possible, because we need to target 
80 percent as our key figure to achieve on our 
adjusted labour GP,” he said.

Further to that, Dealers should look at auxiliary 

products they had in their service departments, 
of sublet work, and oils and lubricants. The 
making money KPIs of sublet needed to be 
no greater than 15% of labour sales and a 
minimum of a 15 percent GP.  For oils and 
lubricants, the mix of work needed to be around 
15 percent of labour sales, but GP needed to be 
at least 65%, “because overall we’re looking for a 
70 to 75 percent GP in our total service sales”. 

“To do that, the key focus is our personnel costs, 
our non-chargeable. And that healthy band is 35 
to 45 percent. In most dealerships it’s north of 
50 percent, so we have to minimise how much 
gross is given up to expense,” Mr Downie said. 

Dealers should calculate their current return 
on sales, in both dollar and percentage terms, 
extrapolate the result to 20%, and annualise it, to 
compare where they are to where they should be.

SERVICE DEPARTMENT PROFIT EXPLORATION & 
ACCELERATION

https://app.carzapp.com.au/#/CarZapp/register
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The online workshop program of 
the Moving Forward event were a 
great success. Despite the odd minor 

technological glitch, they allowed delegates 
the freedom to pick and choose which of our 
vast array of experts they wanted to hear 
from.

Gubagoo’s Head of Marketing 
Drew Delaware joined us from 
Toronto to talk about sales 
acceleration. He spoke about 
the importance of personalising 

the sales journey, and encouraged attendees 
to change their thinking about leads, how 
to move them through the sales funnel to 
become prospects, through to purchase 
commitment, while remembering they are 
dealing with people.  

Gumtree’s Brad Reece explained 
how to use the Dealer Central 
platform to streamline the 
process of advertising vehicles 
online and enable real-time 

performance reporting, in order to efficiently 
create and optimise listings.

Carsales’ Matt Heggie explained 
why the ‘new-normal’ is anything 
but doom and gloom for Aussie 
car Dealers. He declared that 
“Aussies are back in love with 

their cars”, with 81% of respondents telling 
Carsales in July that they were more likely to 
use their cars now than before COVID-19. 
This would result in increased aftersales 
requirements, and deliver more opportunities 
for consumer engagement, trade-ins, and 
upsells.

Auto-IT’s Director of Sales & 
Marketing, Aaran Newman, 
illustrated the importance of 
reviewing and adapting systems 
and processes in a post-COVID 

marketplace. He discussed the changing 
relationships between OEMs, Dealers and 
customers, and how these issues mixed with 
a remote workforce impact the need for 
comprehensive business intelligence and risk 
mitigation in order to prosper.

Xtime gave an overview of the 
digital tools it supplies to over 
500 Australian Dealers, in order 
to help with digital service 
strategy, and suggest options 

to improve the service experience and drive 
loyalty to dealership and brand.

Facebook’s Paul Balbo spoke 
about the social media giant’s 
commerce roadmap and 
explained how Dealers can take 
advantage of Facebook solutions 

to supercharge their dealership growth and 
sales.

Snap21 shared how its integrated 
photo review app, one-touch 
social sharing and review 
platform provides a simple and 
convenient way for clients to rate 

and review their experience with dealerships, 
then socially share this experience with their 
family and friends, creating and building 
Dealers’ reputations.

Brent O'Connor, Business 
Development Manager, 
Apprenticeships Are Us, 
explained how the new Wage 
Subsidy can help dealerships, 

and the benefits of using a Group Training 
Organisation (GTO) to reduce the hassle of 
recruitment and mitigate risk by having the 
GTO as the employer of the apprentices.

MTAA Super’s Education 
Specialist, Darren Gilby, 
walked attendees through the 
Federal Budget and changes to 
superannuation.

Loopit covered the emerging 
trend of car subscription, 
detailing how Dealers can 
add to their bottom lines with 
recurring revenue and make 

their dealerships more resilient to seasonal 
sales fluctuations by growing their own car 
subscription fleet.

CitNOW showed off its app-
based system that allows Dealers 
to distribute video to Sales & 
Service customers for a ‘click and 

watch’ experience, providing transparency that 
breaks down trust issues many customers have 
with dealerships.

The combined WildJar and 
AdTorque Edge workshop 
looked at best practice 
techniques for managing  
dealership phone calls and 

reducing wastage; from phone tracking (where 
your calls are coming from) to call monitoring 
(how your calls are being handled). It also 
delved into advertising and how integrating 
phone tracking with lead acquisition platforms 
such as ALICE can give you clear and accurate 
visibility of which campaigns are generating 
the most test drives and vehicle purchases, and 
therefore the best ROI.

E-Goodmanners dealt with 
integrated solutions across 
customer management and 
retention, analytics, test drives, 
trade-ins, and marketing and 

communications.

IPMG examined smarter ways 
to trade more used cars, thinking 
outside the square and buying 
privately to add one or two used 
car sales per month.

OpenPay provided an overview 
of the Buy Now Pay Later 
industry, highlighting how the 
growing technology and flexible 
payment arrangements can win 

back lapsed service customers and double the 
average transaction value. 

Permagard demonstrated low 
touch e-commerce concepts 
to generate additional, passive 
income for dealerships in a 
world where consumers are 

increasingly shopping online.

Podium showed how customer 
experience is overtaking price 
and product as a key brand 
differentiator, with an emphasis 
on convenient, frictionless and 

efficient experiences at every stage of the 
customer journey.

ONLINE WORKSHOPS POPULAR AND CONVENIENT
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Chrysalis gave a presentation 
on understanding customer 
behaviour and retention rates 
during the term of finance loans, 
and identifying the best renewal 
points. 

Infomedia demonstrated how 
following up on customers 
after they have deferred repair 
recommendations demonstrates 
customer care and helps build 
trust. 

Titan examined what the 
dealership of tomorrow might 
look like, with automation 
replacing manual systems, and 
using data to gain insights that 

can drive more responsive decisions in your 
business. 

Autotrader explained how 
its new app will improve the 
consumer experience and 
ultimately drive more dealer 
engagement.

Dealermeter explored the data 
driven habits of successful used 
car Dealers operating in our 
“new norm”, highlighting how 
used car sales margins have 

stepped in to fill the revenue gaps left by the 
loss of finance income.

AutoXCarCare offered insight 
into world first technology 
for cosmetic repairs, focusing 
on value and convenience for 
customers in order to generate 
greater profits.

Carbar highlighted how using a 
subscription service can greatly 
increase customer satisfaction. 
 

Ben Cooper from SpinCar 
showed how industry leaders are 
reacting to changing consumer 
shopping habits, placing 
their digital showroom at the 

heart of their retail operation and customer 
engagement strategies.

Ben investigated how this world-wide trend 
can be utilised by Dealers to better compete in 
our rapidly evolving landscape.

Op2ma spoke about leveraging 
technology to improve F&I, drive 
customer retention and increase 
profitability. They predicted 
that behavioural and cultural 

change and rebuilding sales processes based on 
customer feedback would be keys in 2021. 

SalesLogs presented an 
alternative to the traditional 
spreadsheet approach to 
managing data, while Total 
Selling Solutions pointed out 

that 68% of customers who switch to the 
competition do so because of perceived 
indifference.

The 15-minute sessions were convenient for 
all parties and AADA considers the program a 
great success.
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GREEN SHOOTS ARE GOOD … AND THERE’S A 
BIGGER STORY

The Federal Chamber of Automotive 
Industries’ October 2020 VFACTS 
media release correctly nailed the 

key point in the numbers for the month of 
October – the so-called ‘green shoots’ were 
well and truly in evidence. Not only that, 
right across the nation (with one obvious 
exception) AADA members continued to 
report healthy retail activity. 

Not an across-the-board boom exactly, but not 
terrible either – in fact, stock started to become 
an issue for both new and used cars. 

As I heard this feedback and perused the 
numbers my mind turned to Etta James, one 
of the most prodigiously talented blues singers 
of all time. 

Etta had a global smash hit with the song “At 
Last”…

At last … 
My love has come along … 
My lonely days are over … 

And life is like a song…

Right on Etta!

This magic lyric neatly captured how I 
felt once October was done and summer 
beckoned – along with our release from 
Victorian house arrest. 

At last!

My economics professor at Melbourne 
University, Jean Polglaze, was an intellectual of 
towering capacities. She frequently encouraged 
us to deeper contemplation of the numbers 
with the words: 

“…carefully consider the details in 
sufficient depth before you write down 

your answers and thus arrive at assertions 
you might later regret having made…”

Wise words from the now sadly departed Prof. 

So … I’ve carefully considered the following:
• 25 brands out-performed the October 

market when measured against the YTD 
average decline of 18.8% YOY (see table, 
page 38).

• Eight of those brands (Ssang Yong, Haval, 
MG, Great Wall, RAM, LDV, M-B Vans, 
Audi) have positive YOY volume growth. 
Well played to those teams.

• Encouragingly, October month was a 
mere 1.5% (1236) units behind the same 
month last year – cause for optimism, 
but…

• October 2019 registrations were 8262 
units below October 2018, and that 
month was in turn 4945 units adrift of 
October 2017. So … we’re still a long way 
off ‘normal’ conditions.

• In fact, you have to go back to October 
2010 (80925 sales) to find a lower October 
total than last month’s 81220  – but the 
2020 number is COVID-infected, so … 
tough to draw too many meaningful 
conclusions about market resilience from 
this other than to say it is an undoubtedly 
encouraging bounce back, as FCAI 
rightfully asserted. 

• “What about the consecutive 31-months 
of negative MOM deltas?” I hear you ask. 
I’d say given persistent COVID paranoia 
during most of 2020 that number just has 
to be ignored – at least for now. Let’s see 
what year end brings.

• More encouragingly, if you disregard 
the Victorian numbers on the basis that 
the state perplexingly checked itself into 
voluntary economic ICU as a result of 
administrative lapses in hotel quarantine 
under the guidance of Dear Leader, 
Dan-il Andrews, then the market was 
actually up 9.8%.
That’s a true green shoot, people!

Some other interesting numbers of note:
• Toyota thrashed everyone – daylight 

was second (as they say at Rosehill). The 
brand continued its stellar domination 
of the market with a YTD share of 24.8% 
(including Lexus). You have to go back 
to the good old days of a significant tariff 
wall to see numbers like that – yet, here 
Toyota stands with 158 thousand sales for 
the first 10 months - more than double 
the second place holder Mazda. Oh, and 
by the way, did I mention Toyota had five 
of the top 10 best selling nameplates in 
Australia? When was the last time that 
happened? 
As Max Yasuda, former Toyota 
Chairman, often said – “Our success does 
not rest on any one thing we do. It rests 
on everything we do.” 
What he said…Outstanding!

• Aside from Toyota, no brand achieved 
double-figure market share for the 
month. Mazda came close with 9.2%
Honourable mention for them.

• The Chinese Contenders – Haval and MG 
– grew their volumes handily. Combined, 
they’ve now sold more units in 2020 than 
a long list of other established brands 
including Audi, Suzuki, Isuzu Ute, Lexus, 
Volvo and JLR. 
Apples and oranges I know, but … 
footsteps people, footsteps!

Other standout numbers that bear 
consideration:

• Two ATECO-distributed brands (RAM 
and LDV) have grown YOY volume by 
around 23% - and dealers tell me grosses 
are holding up well.

• Ford had a strong month that showed 
the continuing benefit of Ranger’s strong 
number 2 position in the top 10 behind 
HiLux. Everest also contributed handily. 
The blue oval team finished 4th in the top 
10 ranking for the 10 months to October 
31st. Well done to them – excellent 
result and in strong contrast to a former 
competitor – a name we dare not speak!

David Blackhall
Industry Consultant, 
Raglan Ridge 
Advisory
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• Porsche and Audi both improved 
volumes over last year’s October total. 
Some of these Dealers made good money. 
Some didn’t apparently and cited ‘lumpy’ 
inventory and pipeline issues. Take that at 
face value. 

• KIA drove October volume up by 4.8% 
compared to the same month last year, 
outpacing its Seoul brother Hyundai 
which recorded a M-O-M negative 
delta of (20.2%). Differences in product 
portfolios result in different segment 
coverage, but still, little brother got to 
within 647 units of big brother. 
Talk about an uncomfortable 
Thanksgiving dinner conversation!

At the other end of the table, supply issues 
and franchise rearrangement initiatives were 

the main drivers for some brands’ weak 
performances. However, those issues don’t 
account for some of the other truly anaemic 
numbers. To be blunt, some of these cellar 
dwellers might be having their Donald Trump 
end-of-term moment… you know, deciding 
“When should I leave?”

They know who they are and they know 
what they should do … so, I forebear further 
comment.

As the southern hemisphere summer tip-toes 
into view, dreams of skiing in Aspen and other 
northern hemisphere vacations evaporate for 
many Dealers and their teams. But for once 
at least, living on an island remote from the 
major northern population centres turns 
out to be a significant advantage during the 
COVID plague – even while at the same time 

asking, as it does, serious questions of our 
business and personal resilience. 

So far, I think we’ve answered that challenge 
with great success.

But to quote one of my favourite writers, Dave 
Barry…

“When trouble arises and things 
look bad, there is always one individual 
who perceives a solution and is willing 

to take command. Very often, that 
individual is crazy.”

Based on what we’ve seen from certain 
political leaders during the last year all I can 
say is Dave nailed it right there.

You have been warned!

https://www.carbar.com.au/dealers
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©Reproduction of VFACTS reports in whole or part, without prior permission is strictly forbidden 
Page 1

 
10/11/20

VFACT
National

Total Market 2020 2019 2020 2019 MTH YTD MTH YTD
LDV 1,117 501 6,566 5,380 616 1,186 123.0% 22.0%
MG 1,680 765 11,308 6,740 915 4,568 119.6% 67.8%
Fiat 74 50 551 824 24 -273 48.0% -33.1%
Haval 291 197 2,500 1,358 94 1,142 47.7% 84.1%
Jeep 553 393 4,344 4,758 160 -414 40.7% -8.7%
Porsche 341 257 3,428 3,607 84 -179 32.7% -5.0%
Audi 1,481 1,246 12,313 12,168 235 145 18.9% 1.2%
Ford 5,744 4,891 46,682 53,495 853 -6,813 17.4% -12.7%
Mazda 7,457 6,370 68,031 85,427 1,087 -17,396 17.1% -20.4%
Isuzu Ute 2,252 1,947 15,898 20,468 305 -4,570 15.7% -22.3%
Skoda 642 559 5,176 5,814 83 -638 14.8% -11.0%
Toyota 19,505 16,988 158,127 171,503 2,517 -13,376 14.8% -7.8%
SsangYong 169 154 1,243 663 15 580 9.7% 87.5%
Isuzu 726 684 6,833 7,255 42 -422 6.1% -5.8%
Kia 5,304 5,062 46,000 51,422 242 -5,422 4.8% -10.5%
Ferrari 22 21 180 226 1 -46 4.8% -20.4%
M-B Vans 642 618 5,657 5,377 24 280 3.9% 5.2%
BMW 1,843 1,785 18,855 20,010 58 -1,155 3.2% -5.8%
MINI 267 260 2,486 2,756 7 -270 2.7% -9.8%
Volvo Car 703 695 5,994 6,480 8 -486 1.2% -7.5%
Suzuki 1,447 1,464 12,502 14,484 -17 -1,982 -1.2% -13.7%
Peugeot 242 245 1,797 2,052 -3 -255 -1.2% -12.4%
Great Wall 127 129 1,485 1,178 -2 307 -1.6% 26.1%
Renault 793 824 5,115 6,766 -31 -1,651 -3.8% -24.4%
Mitsubishi 4,510 4,811 46,467 69,317 -301 -22,850 -6.3% -33.0%
RAM 293 315 2,831 2,275 -22 556 -7.0% 24.4%
Alfa Romeo 75 83 626 732 -8 -106 -9.6% -14.5%
Hino 402 453 4,206 4,546 -51 -340 -11.3% -7.5%
M-Benz Cars 2,288 2,586 23,667 26,230 -298 -2,563 -11.5% -9.8%
Nissan 3,539 4,011 30,106 42,354 -472 -12,248 -11.8% -28.9%
Subaru 2,902 3,303 24,896 34,004 -401 -9,108 -12.1% -26.8%
FiatComm 75 87 646 896 -12 -250 -13.8% -27.9%
Hyundai 5,951 7,455 51,170 73,944 -1,504 -22,774 -20.2% -30.8%
Volkswagen 3,112 4,220 32,695 41,929 -1,108 -9,234 -26.3% -22.0%
Honda 2,033 2,761 23,910 36,971 -728 -13,061 -26.4% -35.3%
Lexus 649 890 6,636 7,997 -241 -1,361 -27.1% -17.0%
Land Rover 383 553 5,015 7,584 -170 -2,569 -30.7% -33.9%
Maserati 22 39 389 409 -17 -20 -43.6% -4.9%
Citroen 13 26 152 349 -13 -197 -50.0% -56.4%
Jaguar 66 150 1,138 1,971 -84 -833 -56.0% -42.3%
Holden 165 3,086 16,457 37,301 -2,921 -20,844 -94.7% -55.9%
Total 81,220 82,456 726,111 893,920 -1,236 -167,809 -1.5% -18.8%

BRANDS RANKED BY YTD YOY DELTA %
OCTOBER 2020

Month YTD Variance +/- Vol. & %
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THERE ARE NO SHORTCUTS TO EXTRAORDINARY

In the latest of our series, thanks to legendary 
service adviser trainer, Lloyd Schiller, of 
LloydSchiller.com and Brooke Samples of Profit 
Blueprints, Brooke explains why there are no 
shortcuts if you want to be the best.

Last weekend, I elected to change the 
paint color on my front door and the 
related trim.  I wanted it to look good 

and the first section I painted, I prepped with 
precision.  I sanded and taped, as I knew I 
should…and when I finished it looked great.  
However, boy was that laborious so for the 
next area I figured I really didn’t need to do as 
much sanding and, since I thought it was easy 
to scrape the paint off the glass, I didn’t need 
to be as diligent at taping.  The result — my 
shortcuts looked more like a work by Jackson 
Pollock than by Leonardo da Vinci. 

Roman philosopher Seneca said, “Luck is what 
happens when preparation meets opportunity." 
For a twist on that, we’ll say, “Extraordinary 
is what happens when preparation meets 
opportunity.”  Extraordinary comes down 
to prep work.  It is being proactive versus 
reactive.  It is being consistent every day in 
preparing for the opportunity to excel and, yes, 
it means skipping the shortcuts!  

I’ve selected three examples of shortcuts 
common in every dealership with the 
counterbalance of preparing to be 
extraordinary.  The department examples are 
likely to be your most profitable departments 
already so imagine what happens when 
preparation meets opportunity.  

Service Department Shortcut:  A customer 
calls to make an appointment for an oil 

change/tyre rotation. We tell the customer 
“you don’t need an appointment, just come 
on in.”  (1) We wait for the customer to arrive.  
(2) When the customer arrives, we greet them 
with a skilometre and take the customer to the 
computer, and complete the Repair Order.  We 
then dispatch the vehicle and await the results.

Preparing for Extraordinary:  A customer 
calls to make an appointment for an oil 
change/tyre rotation.  We ask what time and 
date is most convenient, check our schedule 
to make the best possible accommodation, 
and then lock in the appointment.  We ask the 
customer about how many kilometres their 
vehicle has.  If the vehicle is equipped with 
maintenance reminder lights, we ask what 
the code is.  After we set the appointment, we 
ask the customer if they could spare a minute 
while we checked to see if there are any open 
campaigns on their vehicle.

(1) We use the VIN to look for open recalls, 
vehicle history for work previously declined; 
and based on the mileage we got from the 
customer, look for recommended maintenance 
if there isn’t a maintenance reminder light.  

(2) Upon this vehicle "review,” you see that 
the vehicle has an open service campaign, or 
the vehicle needs more maintenance than an 
oil change that will take at least 2 hours.  Will 
the customer need a loaner, a ride somewhere 
or will 2 hours in your service lounge be no 
big deal?  If we haven't covered this during 
the appointment process, call the customer 
to determine what will work best for the 
extended time.  The point is we don’t spring 
this information on the customer during the 
vehicle reception write-up; it's TOO LATE!

(3) A pre-work order is printed and filed in the 
appropriate folder or tub, along with vehicle 
history and appropriate maintenance menu. 

(4) The day before the appointment, call 
the customer to remind him/her of the 
appointment. The advantage to a phone call 
versus a text is (a) you can ask the customer if 
there is any additional work that needs to be 
done.  (b) If the customer has to change the 
appointment day or time, it can be done right 
now, and we know we have some vacant time 
we can fill tomorrow.  

(5) When the customer arrives, we greet them 
with a smile, have their paper work ready to 
go, and do a quick vehicle walk-around with 
them.

Wow!  That seems like a lot of work for an 
oil change and tyre rotation.  Maybe, but 
the preparation put into this “oil change/
tyre rotation” is the difference between 
an average customer experience and an 
extraordinary customer experience.  It could 
mean the difference between $20 in labor sales 
or $180+ in labor sales.  For Service Managers 
who say they need more customers – use 
this technique to make the most of each 
customer’s visit instead of spending money 
to bring in more oil change customers!

Parts Department Shortcut:  (1) Wait for the 
Technician to come to the parts counter to 
request a part.  (2) Look up the part, go to the 
bin, charge out the part, give the part(s) we 
have in stock to the Technician.  (3) Order or 
locate parts we don’t have on the shelves. 

Preparing for Extraordinary:  (1)  Mid-
afternoon, every day the Parts Manager or 
Lead Technician Counterperson reviews the 
next day’s appointments to look for potential 
parts issues based on the customer’s requests – 
perhaps two customers with the same problem 
or a known problem that you are low on the 
parts.  Confirm Special Order parts are still in 
stock!  

(2)  The next day, when the customer arrives, 
a copy of the Repair Order prints in the Parts 
Department and a Counter Person reviews 
it to look for any parts that can be pulled 
(maintenance parts, SOPs, known product 
problems, recall campaigns, clear-cut customer 
requests - "Install hood bug defector").  Parts 
that can be pulled are added to the Repair 
Order and set on Technician-accessible 
shelves.  Arrange the parts by the last digit 
of the Repair Order, the copy of which was 
printed at the Parts Counter is now folded and 
put under the part(s) on the appropriate shelf 
number as "the bin label."  

(3)  For a separate Express Service area, fill 
cabinets with the most common parts such as 
oil filters, air filters, cabin/pollen filters, wiper 
blades, valve stem caps, etc. for quick access.  

Brooke Samples
President, 
Profit Blueprints, 
LLC

Lloyd Schiller
Fixed Operations 
Consultant
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(4)  After the vehicle pulls into the service 
stall, the Technician determines what parts 
are needed.  The Technician notifies the Parts 
Department, a Parts Picker/Runner takes the 
pulled parts and any additional parts to the 
Technician.  

(5)  In a large shop, a Parts Counter Person(s) 
is set near the back or middle of the shop 
to help Technicians without clear-cut parts 
requests.  

(6)  To ensure that the most requested parts 
are in inventory, the Parts Manager focuses on 
a clean, yet plentiful inventory through smart 
stocking criteria.  (a) "Easier to reach" Phase 
In Criteria will present a larger selection for 
the Parts Manager to consider, especially if 
a part is "ramping up" quickly.  Tight Phase 
In Criteria means we p.o. "X" number of 
customers before we even BEGIN to consider 
this part for stocking status.  (b) In what has 
continued to shock and annoy me is that the 
automakers with automatic replenishment 
ordering have the "tightest" strangle on 
stocking your shelves; just the opposite of what 
you would assume.  Their stocking assumes 
that BOTH Demand AND Supply are linear 
and that we never NEED 2 or 3 of a part at 
any given time that sells, say 12 - 24 times per 
year.  So they stock you with one (a 30-day 
supply) and the day you need two, you either 
have "to call around" to find the second, OR 
you just tell the customer, we don't have your 
brake pads/water pump/serpentine belt/wiper 
blades/fuel pump/rotors; but we can get it 
here by tomorrow...  Just beef up the supply 
by 1 additional part; it's not going to skew the 
inventory dollar amount by more than 5%, the 
parts won't go stale, and you might actually 
SELL MORE!!!  

(7)  To ensure that the parts inventory is 
accurate and the Counter people can depend 
on the DMS, the Parts Manager mandates 
Perpetual Inventories to count the parts 4 
times a year by dividing the total number of 
bins by 13; this will be the number of bins to 
count each week.  

If you are a Parts Manager who wants to be 
a hero to the customers and the Technicians, 
follow the above recommendations to have 
an extraordinary Parts Department.

Many thanks to Lloyd Schiller (lloydschiller.
com) for his expertise and advice on best 
practices.

Used Vehicle Department Shortcut:  A car is 
traded in and eventually sold 95 days later for 
a loss.  

Preparing for Extraordinary:  A car is traded 
in.

(1)  Retail or Wholesale.  Use a two-appraisal 
system.  The preliminary appraisal is done 
when the deal is worked.  The next day 
reevaluate the potential of the vehicle.  Take 
a scientific approach and use a pricing tool 
available through many companies.  Review 
the CarFax.  Decide if we will retail or 
wholesale the vehicle.  Look at the vehicle with 
fresh eyes: will it need tyres?  How much can 
you spend on reconditioning and still retail 
the vehicle?  Put the right price on the vehicle 
from day one.  Determine the price range of 
vehicles your customers are looking for – what 
is your average cost of vehicle retailed with a 
profit?  Sure, you “stole” a “like-new” vehicle 
for $28,000 but it is well more than the average 
$15,000 vehicle your customers are buying.  
When you stock used vehicles that the costs 
are closer to the cost of new vehicles (which 
have rebates), you will find it more difficult 
to find the right buyers for those higher 
priced vehicles.  Be smart from day two, so 
day ninety-five doesn’t even enter into the 
picture.

(2)  Reconditioning.  Get the vehicle through 
reconditioning in under 72 hours.  According 
to NADA, the carrying costs for a used vehicle 
can run at least $28 a day.  If a vehicle is 
bogged down in the reconditioning stage for 
a week, you’ve now taken away four potential 
days to sell the vehicle.  Don’t skimp on 
reconditioning – you will fix it now or when 
the customer buys it.  Customers will notice 
a vehicle that needs new tyres or if a rear 
window won’t go down and they will use this 
information to work you on the price.

(3)  Introduce the vehicle to your Sales 
People! Every vehicle has a story and a reason 
you decided to keep it in stock instead of 
wholesaling it. One owner? Fabulous! Perfect 
maintenance records? Outstanding! Loaded 
vehicle for the price of a base model? Yahoo!  

Whatever the reason, every vehicle has at 
least one redeeming reason a salesperson 
would want to sell it.  Write up the reason 
and introduce your sales people to the latest 
additions to your lot.  Get them excited to 
find buyers for your new acquisitions. Sell the 
vehicles before 45 days and save the dealership 
the “spiff” money to get rid of aged units.

(4)  Pricing.  Establish a consistent pricing 
strategy.  Use factors like a model’s past 
performance and ageing history, plus current 
market demand to keep the price relevant.  
When the vehicle is less than 15 days old, price 
it where the market says.  As the vehicle ages, 
decide if the price is still valid.  If you’ve had 
very few clicks on a vehicle you may need to 
adjust the price to attract more buyers.  Re-
price at 21 days and weekly until the vehicle 
sells. 

(5)  Marketing.  Even if it’s not through 
reconditioning and you don’t have good 
photos yet, start marketing with pizzazz!  
Write exciting descriptions, it’s not white, it’s 
diamond mist!  As soon as possible, capture 
enough pictures to show off your newest 
inventory. 

(6)  Aging Policy.  Mandate a “no-vehicle 
on the lot more than 45 days” policy.  If a 
used vehicle can’t be sold in 45 days, there’s a 
problem - either we didn’t set the price point 
necessary to sell the unit in less time, we 
weren’t willing to reduce the price to move 
it, or we failed to recognize the vehicle wasn’t 
right for our customers.  Track the interest in 
the vehicle either through your key machine 
or manually.  If after 20 days the vehicle has 
had no “inquiries,” there is a problem with the 
vehicle – fix it now!  If after 20 days the vehicle 
has dozens of “inquiries,” there is a problem 
with the vehicle – fix it now!  At 30 days if 
the vehicle is an “off-brand” for you, contact 
dealerships where the vehicle matches their 
brand and see if they are interested.

The benefits of being proactive from day one 
are immense:  higher profits, happier sales 
people, and less work getting rid of aged 
units.
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ONLINE 

There’s never been a better time  
to source your vehicles online

Fresh stock added daily

Cars located around Australia

Buy stock when you need  
it, from wherever you are

Online condition reports for all vehicles

Don’t wait for a physical auction

Star ratings based on vehicle condition  
to easily find the vehicles you need

Talk to your account manager or visit  
Manheim.com.au/ManheimOnline

Boost & promote your 
next sales event with 
Digipurple

Google paid search ads to drive leads
YouTube ads to build awareness
Google display ads to promote specials
Facebook Automotive Inventory Ads to sell your stock
Digital creative to cut through the clutter

We work with Sam at Digipurple to increase 
awareness of our sales events through paid search, 
Google Display and Facebook and drive high quality 

leads and foot traffic.” - Sydney City Volkswagen & ŠKODA

Interested?
Book your no-obligation brainstorm session 
with our team of digital strategists and let 
us show you what Digipurple can do for your 
dealership. “

Book Now >

https://www.manheim.com.au/passenger-vehicles/landing/Manheim-Online
https://www.digipurple.com.au/brainstorm/
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