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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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A YEAR OF INTERESTING TIMES 
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“May you live in interesting times.”

Many believe this statement to be a 
Chinese curse, although it appears 
to actually have become a saying 

via Chinese Whispers rather than anything 
Confucius or Sun Tzu might have uttered. 
Nevertheless, here we are, in “interesting 
times”, and it’s not difficult to see them as 
cursed. 

The COVID-19 pandemic is a worldwide 
health scourge the likes of which has not been 
seen since the Spanish Flu a century ago. It is 
affecting everybody, threatening to not just 
kill millions, but destroy lives, livelihoods and 
entire economies as well.

Jobs have gone, businesses have folded, we 
can’t gather in groups or go to the gym, the 
beach, or even visit Mum and Dad. In January, 
Prime Minister Scott Morrison couldn’t get a 
handshake – now, no one can, let alone a hug 
or a kiss. No bookie in the world would take 
your bet for “social distancing” to be named 
Word(s) of the Year. 

We talk a lot about disruption as a business 
model. But this is a different kind of disruption 
altogether. This has not just disrupted business, 
it has disrupted The World: the daily lives of 
just about every human being on the planet. 
It hopefully won’t last anywhere near as long, 
but in its scope and sheer number of people 
affected, we haven’t seen anything like it since 
World War II – maybe ever.

That is not to be overly dramatic or designed 
to encourage panic. We are all affected, yes, but 
if we work together, smartly, and follow best 
protocols and medical advice, we will emerge 
on the other side. 

For Dealers, the COVID crisis comes, of 
course, in the wake of two years of declining 
sales for the automotive industry, the demise 
of General Motors Holden in Australia, and 
the disastrous bushfires that affected massive 
areas of Australia over summer, and it’s been 
accompanied by the news that Honda will 
significantly reduce its Dealer numbers and 
adopt an agency approach. Here’s another 
phrase: “Annus Horribilis”, and we’re only three 
months in. 

With governments ordering citizens to stay 
home unless absolutely necessary, and only 
“essential” businesses permitted to remain 
open, Dealers are at least fortunate that 
our industry is seen as essential, albeit with 
skeleton staff and whoever can, working 
from home. Together with the Federal 
Government’s $130 billion JobKeeper package, 
we as a nation and an industry will hopefully 
keep the wolves from the door. 

It’s hard to imagine many people deciding 
to go browsing for a new car, or even being 
allowed to unless – that phrase again – 
absolutely necessary. But cars will still need 
servicing. Potential buyers will be researching 
what they will buy – and from whom – when 
we’re through the worst of this.

So, now is a time to cross your t’s and dot 
your i’s, to ensure your communications and 
customer retention management are the best 
they can be. Because this crisis will end, and as 
always, the spoils will go to the prepared.

Stay well, stay safe, and do not hesitate to 
contact AADA should you have any questions.
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“The oldest and strongest emotion of mankind is 
fear, and the oldest and strongest kind of fear is fear 
of the unknown.” (H. P. Lovecraft)

This is where we are in the automotive 
industry, here in Australia, and all around 
the world. Change, and having to navigate 

the unknown, is not only inevitable, it is now 
upon us. 

This was the central theme during the recent 
Industry Overview roadshows across the 
country, conducted by the Deloitte Motor 
Industry Services team during early March 
2020. It was the largest turnout the firm had 
ever encountered, with well over 1,000 people 
attending the sessions across the country.

This was representative of where the industry 
is today, and of the thirst for information and 
insight to help the industry move forward with 
confidence. By unpacking the data from the 
Deloitte eProfitFocus benchmarking platform, 
we were able to identify where the opportunities 
for profit and growth can come from. And it 
was important to make the connection to the 
audience that the way to work through the 
changes and challenges going forward will best 
be done by everyone working together. 

A data-led industry perspective

When speaking about the concept of ‘change’, 
the obvious place to start is with the new vehicle 
volume level, and the fact that we are a quarter 
of the way through what is looking likely to be 
the third year in a row of negative change, with 
consecutive reductions in total volume since 
the market peaked at 1.189 million units back 
in 2017 – now 24 months in a row of volume 
decline.

Through capturing Dealer data in eProfitFocus, 
we have seen this downturn translate to a real 
reduction in retail throughput, from an average 
of 95 units per month for the average Dealer at 

the start of 2018, to an average of 71 units per 
month towards the end of 2019.

There are many reasons for this downturn 
– the automotive industry is not alone in its 
challenges right now. Think about what the 
market is currently being faced with: the trauma 
of coronavirus, devastating environmental 
chaos (such as bushfires, drought, and flood), 
fluctuating house prices, evolving discretionary 
spending habits, slow wage growth, low 
consumer confidence, and the customer 
preferences that appear to be changing by the 
day, just to name a few.

It is important to look past what others see at 
a volume level and dig deeper into the data. 
Deloitte has access to this data from over 1,000 
Dealers across Australia and New Zealand, 
which is uploaded to the eProfitFocus platform 
every single month. What’s fascinating is that 
we’ve been capturing this data for over 20 years, 
and so have the opportunity and responsibility to 
tell the story of our automotive industry during 
this period.

The greatest measure of the automotive industry’s 
performance levels is the metric: net profit as a 
percentage of sales (NP%S). This is the bottom-
line profit before income tax, divided by the 
total revenue, including all departments. For the 
calendar year 2019, the industry performed at 
0.9% NP%S. 

To put that in context, at the start of 2015, the 
industry was at 2.5% NP%S. In 2016, the squeeze 
on the industry started, down to 1.8% NP%S. 
Then again in 2017, down to 1.6% NP%S. And 
then 0.9% NP%S in both 2018 and 2019 (refer 
to fig. 1).

Fig. 1 - Average NP%S (all Dealers)

Further to this, 2019’s 0.9% was calculated on a 
much lower revenue base, due to the decline in 
new vehicle volume. Taking both the volume and 

the profit declines into consideration, the average 
dealership is now earning over 60% less profit 
than they were only four years ago. 

Deloitte has analysed these performance metrics 
even further, looking at the data broken down by 
state, region, and size. Interestingly, this decline 
in performance appears systemic, as opposed to 
driven by pockets of the economy, or by specific 
underperforming states or regions. Most of 
the country’s dealership operations have felt 
the recent squeeze. The Australian automotive 
industry has been through downturns before, 
but this one feels different. This one feels like ‘a 
new normal’, or potentially well down the road to 
what a ‘new normal’ may end up being. 

To combat this downturn, most dealership 
operators have pushed hard to ‘right-size’ their 
business, and significantly reduce their cost 
structure. Just between 2018 and 2019 alone, the 
average reporting Dealer was able to reduce their 
overhead expenses by over $50,000 per month 
(refer to fig. 2).

Fig. 2 - Adjustment in a Changing Market

During this period, we have seen that Dealers’ 
response to this can be grouped into three 
distinct ‘buckets’. In the first bucket, there are a 
number of Dealers who have been able to reduce 
their operational cost base, but have not been 
able to improve the output from the remaining 
asset base, be that the remaining head count or 
capital assets – this has led to the shrinking of 
their operations. In the second bucket, there are 
a number of Dealers who have also been able 
to reduce their operational cost base, and they 
have been able to get more from their people and 
assets – and these dealerships have been able to 
remain relatively successful during this difficult 
period. And then in the third bucket, there are a 
number of Dealers who are yet to have been able 
to significantly reduce their cost base with any 
real purpose. 

NAVIGATING TODAY’S CHANGE, 
SHAPING TOMORROW’S FUTURE…
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Lee Peters
Partner, Deloitte Motor 
Industry Service
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Speaking with Deloitte MIS’s Partner Grant 
Cameron about the focus on expense 
management going forward, he notes: “Now 
is the time for hard decisions to be made. We’re 
operating in different times, and therefore different 
levels of cost management decisions need to be 
made. And it’s not just about slashing costs. It’s 
actually more about doing things differently. Being 
bold, and trialling new solutions, and new ways of 
doing business.” 

The bulk of the hard work, however, should be 
focused on optimising the operations in each of 
the departments. This is where the industry can 
get back to making profit, as the transformation 
of the industry is happening at a quick pace in 
the background.

New vehicle department

Today, the primary financial differentiator 
between the average Dealer and the benchmark 
Dealer is the new vehicle department. In fact, in 
2019 the benchmark Dealer achieved 13% more 
selling gross in their new vehicle department 
than the average Dealer. That was the biggest 
variance between the average and benchmark 
amongst all departments.

In today’s industry, the new vehicle department’s 
story starts and ends with the level of bonus 
income earned from the OEMs. Bonus and 
incentive income contributed 174% of an average 
Dealer’s profit in 2019. So, in short, if an average 
Dealer hits their targets, they would be profitable. 
But if they didn’t, they would lose money. The 
landscape is now as simple as that. 

As you would expect, this drives multiple 
actions within a dealership operation, and not 
all of them are good actions. Potentially, it leads 
to salespeople focusing on the ‘hunt and kill’, 
rather than building effective relationships with 
customers. Potentially, it leads to poor hiring 
decisions, as Dealers are ‘plugging holes’, rather 
than developing elite teams. Potentially, it means 
that Dealers’ best people are monitoring target 
performance, rather than having your top talent 
focused on making money through the rest of 
the business. And potentially, and perhaps most 
importantly, it means that most Dealers are 
focusing on a 30/60/90-day horizon, rather than 
lifting their attention to plan and implement 
strategies for a sustainable and profitable future. 

Over the last two years alone, the OEM bonuses 
and incentives have increased from $840 per 
unit up to over $1,100 per unit. At the same time, 
transaction gross (i.e. ‘gross off the metal’) has 

severely declined, from well above $350 per unit, 
down to an average of a $25 loss per unit. So, 
on average, across more than 1 million vehicles 
sold, across more than 3,500 dealership rooftops, 
and across more than 50 brands, the average 
transaction gross per unit is now negative $25 
(refer to fig. 3).

Fig. 3 - Transactional Gross per New Vehicle Unit

It’s not just the gross levels that are challenging in 
the new vehicle department, the costs of doing 
business are rising at the same time. There were 
multiple months over the last two years where 
the cost per unit has surpassed the gross per unit.

There have been Dealers who have been able 
to slow down the trend, with the best Dealers - 
which we consider our benchmark Dealers in 
the top 30% of the database - having small, but 
important, positive gaps in their performance. In 
2019, the benchmark Dealers made $126 more 
transactional gross per unit than the average 
Dealer and sold these for $146 less costs per unit. 
They made $55 extra in aftermarket income per 
unit and are selling their vehicles 3.3 days quicker 
than the average Dealer. 

Interestingly, the variation between an average 
performance and a benchmark performance in 
the new vehicle department was not down to 
volume. There was no difference in the units sold 
for each. Rather, the benchmark Dealers were 
driving repeat customers through embedded 
CRM systems and stable sales teams. They were 
meticulous in their stock management and 
ensured that their stock orders were in line with 
local PMA demand levels. And they focused 
on advanced lead capture and management 
techniques, making sure that each precious lead 
was handled through to purchase or closure.

One area that stood out was the productivity 
measures for new vehicle departments. The 
eProfitFocus data shows that the metric of new 
vehicle units sold per salesperson per month has 
been declining over the last eight years. In an age 
where the customer experience is the best it has 
ever been, where the vehicle product is as good as 
it’s ever been, and with the integration of digitally 
enabled selling embedded throughout Dealers’ 

businesses the productivity of our salespeople has 
actually gone backwards (refer to fig. 4).

Fig. 4 - New Vehicle Units Sold per Salesperson 
per Month

Dale McCauley, another Deloitte MIS Partner, 
passionately speaks to this: “With the gross pool 
declining, and the cost of doing business increasing 
every day, Dealers just have to do things differently. 
If we keep doing things the way we currently are, 
the trends will probably just continue. A re-design 
of the sales process, either complete or at least 
partial, should be happening in showrooms all 
around the country as we speak.”

Used vehicle department

Pleasingly, the data shows us that there are still 
opportunities in the used vehicle department. 
The average Dealer makes over $2,000 per used 
vehicle sold, and the cost of doing business 
remains much lower than for the new vehicle 
department, so selling gross levels have remained 
attractive (refer to fig. 5).

Fig. 5 – New Vehicle Units Sold per Salesperson 
per Month

The focus going forward for Dealers now should 
be simply capturing their (un)fair share of the 
massive used vehicle market in Australia. Whilst 
approximately 2.5 million used cars are sold 
every year, the retail dealership network only 
sells approximately 0.5 million of them (with an 
average used to new ratio of 0.5 captured in the 
data). 

Our Deloitte MIS Partner, Sam Venn, notes: 
“With many aspects of a Dealer’s business - 
especially market and customer factors - becoming 
more and more uncontrollable, Dealers should be 
shifting their focus to parts of their operations that 
they can take control of. Used cars are a perfect 
example of this as a ‘controllable opportunity.’”
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In analysing the benchmark Dealers for used 
vehicles, it becomes obvious that the primary 
differentiator is gross, rather than expense 
management. There was a $350+ better gross 
level amongst benchmark Dealers in 2019, and 
only a minor variance in costs per unit sold. 

To take that one step further for used cars, the 
differentiator was actually people. The best 
Dealers paid their people more and incentivised 
their people more, but this directly led to more 
productivity and higher gross levels in total. 

People in this department drove, and continue 
to drive, success. People, as well as a disciplined 
adherence to process. The benchmark Dealers 
reduce their reconditioning time and minimise 
the number of days from purchase to a car being 
considered ‘sale ready’. They constantly analyse 
their sales and stock data, reviewing stock age 
and composition, cost of inventory and cost 
of sales, plus consumer preferences versus the 
available market. They source vehicles from 
multiple vendors, including private sellers, to 
reduce the reliance on auctions and tenders. And 
they collaborate between the valuers, the service 
department, and the new vehicle department, to 
ensure that all trade opportunities are captured. 
These are just some of the meticulous processes 
that the best operators are on top of, every single 
day.

Financing and insurance department

One of the primary driving factors of the 
profitability levels within the industry during the 
five year period of 2013-2018 was the continued 
rise in prominence of the finance and insurance 
department within dealerships. This was seen 
as the ‘golden age’ of finance-driven profitability 
levels within the industry. As we all know, the last 
12 months have been very different times. 

Since the regulatory changes in the industry, and 
with the increased scrutiny the industry is now 
under, the level of finance and insurance income 
being made by dealerships has taken a significant 
step backwards. In the space of only two years, 
since the start of 2017, the level of finance and 
insurance income in the average dealership 
has declined by approximately 33%. This has 
translated into approximately $50,000 less being 
made by the average Dealer through their finance 
and insurance department every month. 

Fig. 6 - Average Finance and Insurance Income 
per Month

A lot of this decline in income is due to the 
lower levels of new vehicle volume, which has 
been discussed above. The other major factor is 
that despite the reduction of available rates and 
increase in consumer transparency, unfortunately 
finance penetration levels have not increased at 
all. The average new vehicle finance penetration 
rate amongst the industry is still wallowing at 
approximately 30%. 

In discussing with Deloitte MIS’s Partner, 
Stephen Timperley, we start to understand the 
level of change required. Stephen, also a former 
Dealer Principal, notes: “If Dealers are ever 
going to make seismic shifts in performance levels 
under the new legislative standards, doing what 
we’re doing now but just a little bit better will not 
be enough. Reversing this trend, and going past 
even where we used to be, will need us to think 
differently, be bold, and be prepared to try and fail 
at new ways of working.”

When comparing the levels of performance 
between an average Dealer in finance and 
insurance versus a benchmark Dealer, we start 
to understand that there are actually not many 
noticeable differences at all. Penetration levels, 
income per contract, and operational set-ups, 
don’t currently vary too much. Most Dealers are 
embedding early introductions into the sales 
process, ensuring all products have point of sale 
collateral, and engaging their salespeople through 
internal promotions and financial incentives. 

What that suggests is that there is a ‘pivot’ 
required by the whole industry. This pivot 
can still be Dealer-led, but to step forward 
and through these challenges, a collective and 
collaborative solution between Dealers, OEMs, 
and financiers will be required to find a way of 
working that will need to be incorporated into 
the ‘front line’ business managers.

Service department

Aside from the used vehicle department, the 
other largely ‘controllable’ part of a Dealer’s 
business is the service department, which 
unfortunately has also been under recent 
pressure. 

At the start of 2018, only two years ago, the 
average service department across the industry 
was growing. And growing profitably. The 
increase in new vehicle volume to unprecedented 
levels was driving the internal service work 
in Dealers’ workshops, and the total monthly 
labour sales of an average Dealer broke through 
the $300,000 mark. During the height of the 
Takata warranty period, the average Dealer’s 
workshop was very full and very busy, increasing 
to $320,000 of labour sales per month. 

Towards the end of 2019 and into 2020, and after 
the new vehicle volume has declined and the 
bulk of the Takata warranty work has dried up, 
workshops have freed up again, and work bay 
utilisation has diminished. The average Dealer is 
now only selling approximately $250,000 of total 
labour sales each month (refer to fig. 7).

Fig. 7 - Average Service Labour Sales per Month

This is a significant decrease, especially given 
that the back-end of a Dealer’s business now 
contributes over four times as much to the total 
profit pool as the front-end of the business does. 

With a squeeze on total dealership gross upon 
us, the service department has to be a key area 
of a dealership that drags the rest of the business 
through these challenging times. 

John Startari, a Deloitte MIS Partner and one 
of seven former OEM Managing Directors 
within the Deloitte MIS team, is particularly 
passionate about this need for focus: “No longer 
can Dealers just accept that many of their valued 
customers end up going somewhere else for a 
service. Dealer technicians are better trained, 
Dealers use genuine parts, Dealers should be able 
to provide a better experience, Dealers are able 
to offer excellent warranty packages through the 
brand, and most Dealers have access to capped-
price servicing programs meaning that they are 
very reasonably priced in the market. Add to that 
the fact that Dealers get first crack at the customer, 
service retention and service growth really should 
be ‘home-runs’. But unfortunately, they’re not, 
meaning there’s a break-down somewhere. Those 
break-downs are some of the most important 
things to find.”
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The good news is that the service work is out 
there in the market. And the profitable retail 
service work is also up for the taking. The 
benchmark Dealers have been able to become 
‘best-in-class’ at setting up CRM processes 
and customer call centres, to bring a proactive 
focus to pre-bookings and retention. They have 
been able to make it easy for customers - easy 
communication, easy bookings, easy drop-offs, 
easy calendarisation, easy technology interfaces, 
and easy relationship building platforms. This 
has been the key: in today’s society consumers 
want convenience and providing this should be a 
Dealer’s primary aim. 

Benchmark Dealers have also implemented 
express servicing capabilities and focused on the 
concept of ‘facility utilisation’. They understand 
the capital expenditure that they have made, 
and therefore the importance of maximising 
their workshop facilities. The creative Dealers 
are experimenting with extended trading hours, 
split shifts, inventive and flexible working hours, 
weekend internal servicing, and work-bay 
optimisation techniques. These have started to 
change the narrative of what a traditional service 
department should look and feel like and enables 
a more customer-focused and profit-focused 
alignment of strategy.

Smashing through the ceiling

By analysing the Deloitte eProfitFocus data, and 
by working closely with dealerships right across 
the country, there are three things that have 
become abundantly clear in 2020. 

Firstly, the industry can’t keep doing things 
the same way that we have always done. If we 
do, we will continue to get the same decline in 
performance as we have seen recently, being 
four years of profit decline, three years of volume 
decline, and a performance decline in most 
departments right across the business. Therefore, 
we need to think and act differently.

Secondly, profit is still very possible. We can see 
this by turning our attention to the benchmark 
Dealers in the industry and hearing their stories. 
But whilst profit is possible, we need to re-
balance Dealers’ businesses back towards areas of 
greater profit opportunity. 

And thirdly, the best Dealers are still making 
money. Not just the best brands or the best 
regions, but the best operators. We are moving 
from a volume-driven era where rising sales 
‘lifted all boats’ and are now living in the ‘age of 

the operator’, where better-managed dealerships 
are likely to continue to open up a clear lead on 
the rest of the pack.

In addition to these three points, we also 
understand that optimising the traditional 
dealership business by reducing costs is not the 
opportunity that it once was. Most dealership 
businesses are running at expense levels within 
cost structures that we would have considered 
‘bare bones’ merely a few years earlier. 

What we do see is that Dealers who perform 
well - at benchmark levels - in one department, 
are able to be profitable, and therefore should 
be cash-flow-positive. To reach ‘average’ levels 
of industry performance (0.9% NP%S), and 
eventually ‘benchmark’ levels, Dealers need 
to operate at high levels in more than one 
department. These Dealers look to manage 
performance across the broad range of their 
activities, rather than focusing on a single area of 
strength or opportunity. 

Benchmark dealers in 2019 made 2.6% NP%S. 
While much lower than the benchmark level of 
4% some Dealers were earning a few years ago, 
2.6% NP%S is just reward for the best Dealers in 
the industry.

We clearly see that there is no ‘silver bullet’ to 
success in this industry. There never has been, 
not 20 years ago, not 10 years ago, and definitely 
not right now. What the best Dealers do is be a 
little bit better at a lot of different things. 

This balancing, or potential rebalancing, will also 
assist Dealers prepare for the future. 

Deloitte MIS’s, Danny Rezek, notes: “By being 
better balanced, a dealership will be able to be 
more agile to cope with the current and future 
challenges of automotive retail. Once dealership 
businesses are balanced, we should all be looking at 
smashing through the ‘benchmark ceilings’.”

Thriving in a new world

So, throughout all this detailed review, all this 
operational observation, and all this financial 
analysis, the question then turns to: how do 
dealers thrive in this new world? This question is 
especially difficult given that we don’t really know 
what the ‘new world’ even is.

We need to start dreaming of an industry where 
the average Dealer is selling 20 new vehicles per 
salesperson every month. We need to believe 

that an average used to new ratio of 1:1 is not 
only achievable, but the ‘new normal’. We 
need to re-imagine the finance and insurance 
department to enable 50% penetration rates 
to be a new baseline. We need to get to a place 
where accepting nothing less than 90% service 
retention after three years is acceptable. And we 
need to design an industry that is an employer of 
choice where 15% annual staff turnover rates are 
only due to natural attrition. What a world that 
would be.

Unfortunately, it’s often hard to see the woods 
from the trees. And amongst all the outside 
pressures and distractions, it is sometimes 
difficult to focus on what matters most – or to 
even know what we should be looking for.

If you think about what we have on our doorstep, 
there’s connected technology, autonomous 
driving, shared and subscription ownership 
models, electric power trains, online aggregators, 
and new OEM brands, just to name a few. And 
this is against the backdrop of a society that is 
going to be quite apprehensive for a long time, 
due to factors like the coronavirus, bushfires, and 
drought. 

Most of the time, society over-estimates the 
amount of change in the short-term, but 
underestimates the amount of change in the 
long-term. Hopefully, as an industry, we don’t 
stand there looking back at the time when we 
collectively underestimated the amount of 
change that was upon us. 

Obviously, no retail industry exists without its 
customers. Therefore, no projection of industry 
trends can exist in the absence of a perspective 
about the evolution of the customer base. And 
that’s probably the only place where we can start 
from: the customer. If we keep putting them at 
the centre of everything we do, then the place 
that we end up will be exactly where we should 
be.

Lee is a Deloitte Partner in the Motor Industry 
Services team. For almost 20 years, he has been 
working as an advisor to the auto-sector, defining 
and driving the agenda across the automotive 
eco-system. During this time, Lee has been working 
to solve the industry’s most complex problems… 
with the current industry climate posing more than 
ever before.
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We welcomed the stimulus measures already 
announced and sought expansion and more 
clarity on three issues:

• Clarity on what vehicles qualify under 
the instant asset write-off

• Consideration of extending the 
stimulus measures to all new car 
dealerships

• Consideration of incentives for 
consumers to buy a new vehicle

Another issue remains the Takata airbag 
recall campaign, with more than 78,000 cars 
ordered off the road, plus more than 250,000 
vehicles yet to have their potentially deadly 
airbags replaced, as well as numerous other 
recalls.

“We would further note that our work in 
effecting the Takata airbag recall is due to 
be completed by 31 December 2020, and 
that a number of other recalls, both critical 
and advisory, are currently underway. These 
recalls are vital in maintaining public safety 
but can only be finalised if our service and 
repair departments continue operating 
through this current emergency.”

In a letter to state treasurers, we sought 
specific support measures to assist the 
automotive industry through measures such 
as Stamp Duty exemptions for new vehicle 
sales and Payroll Tax relief for new car 
Dealers.

AADA will continue to monitor what is an 
ever-changing situation, and endeavour to 
keep members informed in a timely manner.

The outbreak of COVID-19 has prompted 
the government to restrict various 
businesses from opening. 

AADA can advise that at this stage, dealerships 
will NOT be restricted from opening.

The Federal Government’s announcement of a 
$130 billion package to assist employers to keep 
staff in employment will see the government 
fund up to $1500 per employee per fortnight for 
up to six months. The assistance is worth up to 
$100,000 per business.

Under the JobKeeper Payment, businesses 
impacted by the coronavirus will be able to access 
a subsidy from the Government to continue 
paying their employees. Affected employers will 
be able to claim a fortnightly payment of $1,500 
per eligible employee from 30 March 2020, for a 
maximum period of six months.

The AADA is treating seriously the current 
and likely future impacts of the COVID-19 
pandemic. We have been working tirelessly 
on your behalf and engaging the Federal 
Government to develop and strengthen 
protections for our industry; and gain better 
recognition of the critical place of new car 
dealerships in the business and community 
life of urban, regional and remote Australia. In 
some cases, radio interviews such as the one 
with Alan Jones on 19 March have also opened 
new avenues of influence with government as 
he undertook to carry our message of need 
directly to the Prime Minister.

We have also been engaging with government, 
both directly and through our advisors in an 
attempt to:

• allow businesses seeking to purchase 

cars to be entitled to the total threshold 
of $150,000 under the expanded instant 
asset write off scheme

• allow dealerships regardless of employee 
numbers and turnover thresholds to 
access support mechanisms for their 
staff/apprentices and investment 
allowances 

This is a sensitive time in which many people 
and industries are understandably anxious, 
but AADA will continue to pursue the best 
possible policies to assist our members during 
this difficult time.

In summary, our actions so far include:

Media Releases:

• 10 March 2020 – The Automotive 
Industry is already in Recession and 
needs Urgent Stimulus

• 12 March 2020 – Dealers Welcome 
Measures to Stimulate the Australian 
Economy

Letters to Government:

• 13 March – Letter to the Commonwealth 
Treasurer from AADA, FCAI, and 
NALSPA

We congratulated the Treasurer on his first 
response package to the pandemic and asked 
him to monitor sales over the coming months 
to gauge if additional specific measures were 
needed to support our industry.

• 16 March – Letter to the Commonwealth 
Treasurer
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Apart from the impact on the health of 
and well-being of all participants in the 
automotive industry, there will also be some 
business casualties. In particular, some 
dealerships may not survive the business 
interruption and downturn that will be caused 
by the coronavirus. Directors of dealership 
companies need to be mindful of their 
personal liability for insolvent trading and 
unpaid tax liabilities of the dealership. 

A company is deemed to be insolvent when 
it cannot pay its debts as and when they fall 
due. This is generally based on a cash flow test 
and not an asset test. A director can become 
liable for the debts of a company if he or she 
allows a company to incur debts whilst the 
company is insolvent. The appointment of 
an Administrator to a company will insulate 
a director from any further potential claims 
regarding liabilities incurred by the company 
after that date.

Directors of a company that fail to meet a 
PAYG withholding or SGC liability by the due 
date will also become personally liable for a 
penalty equal to the unpaid amount.

Accordingly, in this unprecedented economic 
climate caused by the coronavirus, dealerships 
and their directors need to take active stops to 
mitigate the adverse business consequences 
that will flow from the coronavirus.

As the spread of COVID-19 
(coronavirus) increases, and a 
pandemic has been declared, the motor 

vehicle industry is being severely affected 
along with all other sectors of our economy. 
Businesses are being required to make urgent 
and difficult decisions regarding the safety 
of employees and customers, the closure 
of workplaces, employee entitlements and 
steps that can be taken to ensure business 
continuity, whilst managing the risks of the 
coronavirus spreading further.

There are certainly many steps available to 
dealerships to triage their future risk. One 
important area of review for dealers is to 
consider to what extent current insurance 
policies might respond to ease the economic 
effects of the coronavirus. Existing policies 
which may offer some relief to business include:

• Supply Chain Insurance – supply chain 
insurance may provide cover to dealers 
who suffer a loss due to disruption 
or delay in the receipt of products, 
components, or services from a supplier. 
With many automotive spare parts 
emanating from Chinese factories, this 
may affect the ability of some dealers to 
effective run their service workshops.

• Business Interruption Insurance – 
contingent (rather than direct) business 
interruption cover may offer relief for 
losses caused by a pandemic, particularly 
where there has been a very serious (or 
even catastrophic) impact.

If dealers have not already done so, they 
should be also considering the following:

• Developing and implementing a business 
continuity plan;

• Providing timely communications with 
workers and stakeholders;

• Implementing strategies for slowing 
the spread of the coronavirus and 
recommended steps in the workplace;

• Developing step by step guidelines 
to respond to a suspected case of the 
coronavirus and/or confirmed case of the 
coronavirus within a dealership;

• Understanding as an employer:
- your work health and safety obligations;
- your ability to stand down employees 

without pay;
- advice on potential flexible work 

arrangements;
- advice on employment and leave 

payments and entitlements;
- advice on group interactions and travel 

arrangements.
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As a temporary practice, deliver parts to your 
counter retail customers just like you would for 
your wholesale customers. Offer curbside parts 
pick-up for parts paid for online or over the 
phone. If you don’t already have the capability 
for customers to pay online, determine 
what works best for you—use a vendor like 
DocuSign or work with your website vendor 
to establish a convenient way for customers to 
pay and go!

If you now offer pick-up and delivery for 
service customers, vehicle salespeople can 
be those extra hands. Salespeople can help 
their fellow salespeople with remote vehicle 
deliveries. If the salespeople are unwilling to 
help to maintain a pay cheque, are they the 
people who will be with you in the long run? 
The controller in me says always have two 
people go to a customer’s home or workplace 
to reduce potential liability issues from a 
“crazy” customer.

The Great Toilet Paper Shortage of 2020

When you can’t buy toilet paper, the lesson 
you learn quickly is to conserve resources. 
My first job as a controller was at a Chrysler-
Dodge dealership before Lee Iacocca revived 
Chrysler, and we were thrilled to make 
$4,000 in 1981. We were so cash-strapped, 
(How cash-strapped were you?) I would use 
both sides of the calculator tape. I hope you 
will never be in the position where a roll of 
calculator tape makes a difference. Still, in this 
time of uncertainty, there is a valuable lesson 
we all will learn from and perhaps be better 
managers when business returns to normal. 

You may have reviewed your expenses at the 
end of 2019, but now you have a different lens 
to look through, one that also focuses not only 

In the latest of our series, thanks to 
legendary service adviser trainer, Lloyd 
Schiller, of LloydSchiller.com and Brooke 

Samples of Profit Blueprints, Brooke gives her 
thoughts on the coronavirus crisis. 

John F. Kennedy’s quote, “The time to repair 
the roof is when the sun is shining”, has 
never been more relevant. Don’t wait for the 
world to return to normal; seize this time to 
upgrade your processes and do all of the things 
“we don’t have time to do.” 

Many or most of your current processes have 
built-in waste. With our free time, now is 
the perfect time to evaluate potential wastes. 
Waste is any step or action in a process that 
is not required to complete a process. Six-
Sigma lists the 8 wastes of lean, as Defects, 
Overproduction, Waiting, Non-Utilised Talent, 
Transportation, Inventory, Motion, and Extra-
Processing. I don’t know your dealership, but 
I’d wager at least one or two of your current 
processes embrace one or two of the wastes.

Besides reducing waste, consider 
implementing the 5S methodology to 
streamline your processes with visual control. 

The 5S Methodology helps a workplace 
remove items no longer needed. It starts 
when you remove (Sort) everything from a 
space. Then only bring back (Straighten) what 
you need and organise the items to optimise 
efficiency. Daily keep the area clean (Shine), 
so you can identify problems. My favorite step 
(Standardise) is to use labels and color-coding 
to be consistent. Finally develop the habits 
(Sustain), and implement the processes to best 
maintain your “new behavior” over the long 
term. (5S works just as well at home.)

We will have to create new behaviors to 
accommodate Social Distancing (for sure the 
2020 word-of-the-year) for your employees 
and customers. Consider flexible schedules for 
employees (half the accounting office works in 
the morning, the other half in the afternoon). 
For some positions, employees do their work 
from home. To engage your customers, create 
videos or flyers that answer their questions or 
solve their problems. Encourage your service 
customers to schedule their appointments 
(no more “just come on in”); maybe you want 
them to stay in their vehicle until your advisor 
gets to them. Explain and show customers 
your “new” processes with videos and emails.

We will adopt “temporary” practices to 
accommodate our customers – you never 
know, these new practices could become your 
new best practice. Remember the ad from 
the movie Mr. Mom (1983): “We at Schooner 
Tuna can sympathise with all of you hit by the 
hard economic times. In order to help we’ve 
decided to reduce the price of a can of tuna 
by 50 cents until the crisis is over. After that, 
we will resume our regular pricing. Schooner 
Tuna, the tuna with a heart”. They adjusted 
their pricing for the times.
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• Presenting service maintenance menus.
• Upselling on a body shop estimate.

3. Discuss bottlenecks. Have employees 
tell you or send you a message on why 
they think their work slows down due to 
bottlenecks. Discuss solutions and engage 
all of your employees for their ideas. Do 
not disparage their input, or you will stifle 
their input.

4. Do your spring-cleaning now. Remove and 
dispose of clutter around the dealership. 
Sort and shred files (as allowed by the IRS.), 
scrap warranty parts (as authorised by your 
manufacturer.), or shred outdated forms.

5. Review every page of your website – do 
all departments shine? Call every phone 
number to verify they still connect to the 
right department.

6. Update employees’ job descriptions.

Everyone acknowledges the coronavirus 
crisis is an unprecedented time in our history, 
but we know it will pass. Heed the words of 
Zig Ziglar: “It's not the situation, but whether 
we react negative or respond positive to the 
situation that is important”. Don’t let this gift of 
free time get away from you without making 
the best out of it. 

If you would like a detailed list of projects, for each 
department, that you can do if business is slow, 
email Brooke at profitblueprints@gmail.com

on the best price but on reducing what you are 
using. Look at want versus need. Maybe I can 
look at that on the computer monitor instead 
of printing it out. Hey, Tech, you don’t need to 
put on new gloves every time you get a little dirt 
on them—wash it off and save a few gloves for 
others. Disposable is removed from the lexicon 
and replaced with I bet I can make this work. 
What you learn over the next few months will 
pay off for years to come in better processes 
and reduced expenses.

Hang on to your cash

I’m writing the definitive manual for 
dealership accounting (to be released this 
Australian winter), and one segment that is 
applicable today is the Cash Conservation 
segment. Although COVID-19 wasn't part 
of the plan, the ideas are even more valid in 
uncertain times when you spend more than 
you take in. 

• Floor plan used vehicles (especially if 
your lender is allowing a grace period).

• Keep a vigilant eye on frozen capital 
- those resources used ineffectively. 
Collect those receivables and sell the old 
inventories.

• Tighten the credit extended to wholesale 
vendors.

• Pay bonuses to managers whose salaries 
are substantial, quarterly.

• Send out Accounts Receivable statements 
early.

• Make payments on a company credit card 
to extend the time to pay.

What to do? What to do?

No one knows when you might have to 
furlough or downsize your staff, hopefully, 
you won’t have to. The rest of this article 
offers ideas to keep your valuable staff busy 
and productive—staff that you spent time 
and money recruiting and training. If you 
have folks quarantined at home and you are 
paying their wages, keep them in the loop with 
quick calls via Zoom, Skype, or other internet 
communications options. Most of these 
providers have free options.

Create a list of projects you’d like to accomplish 
to “up your game.” You probably won’t get to 
all of the projects, but you’ll have a list for the 
future when things are slow. Some of these 
ideas you can use even if your department is 
closed due to government mandates. With 
Zoom, you can see all of the employees’ 
smiling faces. 

1. Create training videos. Create 10 – 15 
minute training sessions for your team. Get 
their feedback on areas they feel they could 
improve.

2. Role play. Practice those skills that make a 
difference with your customers, such as;

• Asking customers for referrals.

™

Register online at: www.dealer-auction.com.au 
Phone: 07 3368 9944
Email: info@dealer-auction.com.au

mailto:profitblueprints@gmail.com
https://www.dealer-auction.com.au/
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“Determine any role that can work from home. 
There are not many roles in a dealership that 
can work from home. Some administration 
tasks can as long there is a carrier system that 
can deliver the work to that person. i.e. parts 
driver takes deals to process to admin clerks 
house.”

Consider the ‘Teams’ approach

“Large organisations including KPMG are 
employing a team’s approach. Put simply the 
workforce is split into two teams with each 
one working either in the office or remotely 
for the week and then they swap. This ensures 
continuity of service to our clients and greatly 
reduces the chance of spreading the virus. 
The added benefit of this is having half the 
workforce not using public transport.”

Protect those who can’t work from home

“For those roles that can’t be done remotely 
consider protection protocols such as 
rearranging the workspace and maintaining 
a distance from the public. Make available 
protection equipment. Scheduled sanitising for 
workspaces,” Mr Shashoua said.

Maximising revenue during a virus 
pandemic

“In recent conversations with our clients we 
have found that many Dealers are still being 
visited by customers, particularly in the service 
department,” Mr Shashoua said. 

“With the announcements recently by the 
Prime Minister, Scott Morrison, it seems to 
be the view of the government that a total 
shutdown of business is not the preferred 
approach. It is therefore fair to think that 

AADA appreciates that in this difficult 
time, our partners are offering useful 
suggestions for strategies Dealers can 

adopt to cope during this unprecedented 
crisis.

On 30 March, Deloitte Motor Industry 
Services hosted an online webinar to detail 
their view on the current situation, mainly 
concentrating on the JobKeeper Payment. 
More than 400 people tuned in to listen.

Several key Deloitte personnel, including 
Grant Cameron, Sam Venn, Spyros 
Kotsopoulos, Matt Donnelly and Sarah 
Fregon, spoke about a number of the measures 
released by the Federal and State Governments 
designed to keep money in businesses’ pockets 
and to provide needed credit lines where 
required. These included:

• Boosting cash flow for employers

• Supporting apprentice and trainee jobs

• Supporting the flow of credit

• Other State measures.

Deferral of liabilities

According to Deloitte, the ATO and 
governments also recognise that small and 
medium enterprises (SMEs) would be better 
served in redirecting their cashflows towards 
maintaining business operations, and are thus 
allowing:

• ATO and State Revenue – deferral of tax 
liabilities

• Other State measures.

Investment opportunities

Whilst the majority of the measures are aimed 
at keeping businesses afloat, governments also 
recognise that businesses must continue to 
plan for a better tomorrow:

• Instant and accelerated asset write-off

• Various State measures.

Joel Shashoua, Director, Motor Industry 
Services at KPMG, suggested that in managing 
their businesses through the COVID-19 
pandemic, Dealers should consider two main 
factors:

1. How do I conduct my business is a safe way 
for my employees?

2. How do I maximise any chance of earning 
revenue during this period?

“Communication is critical in times of 
uncertainty,” he said in a statement. “If you 
leave a void of information people tend to 
naturally fill it with rumour and it’s usually 
all bad news. Set up robust communications 
channels that people can rely on. This could 
be a daily email at the same time each day, 
conference call or a notice in the workshop.

“Be open to suggestion. As the owner or 
manager you do not have to have all the 
answers. Have brainstorming sessions if you 
need to work out complex problems. The 
answer may come from an unexpected source.”

Create a task force

“For large organisations a task force can be a 
representative group of people to manage the 
crisis including communicating ‘up the line’,” 
Mr Shashoua said.
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Customers may wish for their vehicles to 
be picked up and dropped off. Best to find 
a way to make this happen. Salespeople 
can be used to assist. Ramp up your service 
booking calls. Make sure they are calls not 
emails or SMS as a personal touch is more 
important now than ever. Offer a discount 
if need be to bring in the bookings.

5. Buy used cars. Don’t miss any purchase 
opportunity and if necessary pay overs for 
them. Without a guaranteed supply of new 
vehicles, used cars will become sought after 
and a lower average GP is still better than 
trying to sell thin air.

“As we progress through this pandemic the 
fluidity of the situation will require us to adapt 
and overcome – something our industry has 
done time and time again,” Mr Shashoua said.

Dealers will have the choice to continue to 
operate as usual each day. Considering that 
very few of Dealer expenses are variable 
(increase or decrease with revenue) the cost 
of business will need to be covered as much as 
possible during this period whether revenue 
is created or not. Therefore dealers need to 
maximise every dollar of revenue available to 
them.”

Mr Shashoua also outlined the following 
points to consider:

1. If a customer walks in to look at buying 
a vehicle, they are serious. Treat them 
like royalty. Thank them for coming in 
and spend as much time with them as 
they need. Now more than ever the term 
‘Tyre Kicker’ is redundant. Your manager 
needs to meet each one of these precious 
customers and ensure they are given the 
right experience and every opportunity is 
made to facilitate a sale.

2. Ramp up your online activity. Many 
customers will be at home constantly 
monitoring social media channels. Tap 
into these channels and monitor closely so 
that customers can interact directly with 
someone at the dealership. 

3. Customers who enter your dealership will 
most likely want a large discount or a ‘win’ 
given the environment. The biggest win 
they can get is the ability to buy the car. 
All cars are imported, factories overseas 
are closing, and stock supply shortages 
will begin and run until Christmas at the 
earliest. Therefore if they would like a new 
car, you have one available they that can 
buy car today. No-one was worried about 
toilet paper 3 weeks ago!

4. Service is still strong and customers who 
are working from home have more time 
than usual to get their cars serviced. 
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2020 NATIONAL DEALER CONVENTION & EXPO

businesses, but auto retailers in particular.

Our society has become more and more of 
an online culture over the years, and with 
most people confined to their homes for 
the foreseeable future, internet use is going 
through the roof. With that in mind, AADA is 
compiling a program designed to give Dealers 
an express education in digital marketing in 
order to adapt to a changed world.

It will no longer be enough for dealerships 
to have a token online presence. They must 
become expert in the methods, technologies 

Most Dealers will know by now, or will 
have expected, that the annual AADA 
National Dealer Convention & Expo, 

traditionally held in September, has been 
postponed. AADA is pleased to announce 
that (all going well) the Convention will 
instead be held 15 - 17 March 2021, at the ICC 
Sydney.

AADA prides itself on devising topical and 
challenging themes for each Convention, and 
we think 2021’s is one of the most important 
and relevant yet. Our theme Essential Re-
Invention – The Dealership of Tomorrow, will 

provide attendees with a blueprint for success 
in a post-disaster world.

Even prior to the COVID-19 outbreak, all 
was not well with our industry – as evidenced 
by two consecutive years of a fall in monthly 
new vehicle sales, General Motors’ decision to 
pull out of the Australian market, and Honda’s 
call to cut its Dealer numbers and move to an 
agency model. 

On top of the record drought, unprecedented 
savage bushfires and destructive floods, it 
has made for a terribly difficult time for all 

THE TIME HAS COME FOR ESSENTIAL 
REINVENTION AS WE LOOK AT THE 
DEALERSHIP OF TOMORROW



One thing many businesses and employees are 
learning from this crisis is that it is possible 
to work from home. Most business will come 
out the other side of COVID-19 with leaner 
operations; which Dealers will emerge with 
a pared-back, bricks-and-mortar presence, 
superseded by best practice, contactless, 
customer relations?

Making it easier for people to interact with 
your business will be the steepest learning 
curve for many. The world has changed, 
forever. But AADA is ahead of the curve, and 
in March 2021, we will ensure you are too.

and strategies required to bring customers 
through their digital front door. 

There is a good chance that this enforced 
isolation will give consumers greater 
confidence in buying online. Many have been 
doing it for years for clothes, books, food 
and other products – who will be the first 
Australian Dealer to complete a sale entirely 
online? What kind of digital experience will 
you provide for prospective customers that 
gives them the confidence to go all the way 
through to purchase in a completely virtual 
manner. Even if buying a car sight unseen 
proves too much for most, we have already 
seen over the past several years a massive 

migration in buyer research methods from 
physically visiting several dealerships to letting 
their megabytes do the walking. 

Designing the best, most interactive and 
complete experience of a vehicle will become 
possibly the most important tool in a Dealer’s 
kit. Not just photos, but video. Not just video, 
but 360-degree virtual walkarounds. Virtual 
test drives – it will be interesting to learn if 
there is a spike in Virtual Reality headset 
sales in this climate – and if so, who will 
harness that incredible technology to provide 
customers with an experience as close as 
possible to sitting in the car?
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Hot on the heels of Holden’s planned 
exit from the Australian market comes 
the sad news for many of Australia’s 

franchised new car Dealers that Honda will 
significantly cut its Dealer network.

The car maker is set to adapt an agency model, 
as it employs in New Zealand. 

Reports have emerged that Honda Australia 
has organised meetings with its Dealers to 
explain its plan, which includes reducing 
Dealer numbers and running showrooms 
itself, concentrating the marketing, sale and 
supply of its vehicles to the public. 

There are currently 105 Honda Dealers in 
Australia. It is believed Honda Australia is 
likely to reduce that number by about a third. 

AADA CEO James Voortman spoke out 
strongly in criticism of the OEM.

“Our thoughts are with those affected Honda 
Dealers, their employees and their customers,” 
he said. “This is a kick in the guts for many 
of Australia’s 105 Dealer outlets currently 
selling and servicing Honda cars across 
Australia. I am stunned by the timing of this 
announcement, as it simply lacks compassion. 
So many Dealerships are struggling with the 
immediate effects of COVID-19 and now 
these Honda Dealers and their employees have 
been told that they will be closing down."

“Honda has not said how many Dealers they 
have terminated, but our understanding is 
that it is a significant portion of the network. 
Honda should come clean and specify how 
many Dealers they will be terminating."

“It is so important that Honda compensates 
these Dealers sufficiently for the significant 
investments they have made in the brand, be 

it capital, time or effort. Dealers who have 
committed so much to the brand should not 
be forced to fight for adequate compensation.”

Mr Voortman said the Honda move was the 
latest example of the vulnerable position in 
which franchised new car Dealers can find 
themselves, and it comes just weeks after 
General Motors announced the dumping of 
some 200 Dealers.

“In the last six months we have had Honda, 
Holden and Infiniti either pull up stumps 
from Australia or significantly cut back their 
networks, leaving a trail of destruction in their 
wake”, he said.

“It underscores the urgent need for strong 
Automotive franchising laws in Australia. 
Laws that will set a minimum standard of 
conduct for offshore manufacturers operating 
in Australia.”

In a statement, Honda said the company 
remained committed to the Australian market.

“We committed to our dealer network that we 
would update them on our long-term plans in 
the first quarter of 2020 and we are planning to 
do this later this month,” the company said in 
mid-March.

An agency model, which Honda has operated 
in New Zealand since 2000 – and which 
Toyota also operates in New Zealand – would 
involve the manufacturer retaining ownership 
of demonstrator and showroom vehicles, 
paying Dealers a commission on each sale 
while reducing their overheads.

Commissions range from four percent to 
seven percent, depending on customer 
satisfaction, targets and other KPIs. 

Honda also owns all parts, paying Dealers a 
sales fee.

Honda New Zealand provides Dealers with a 
management system free of charge, running 
all sales and service bookings through a 
centralised system. A Price Promise ensures 
customers get the same price no matter where 
they buy, with the price guaranteed not to 
change for the life of the model. Honda also 
provides all Dealers with access to the sales 
and service histories of all customers.

Customers have reported satisfaction with 
the lack of negotiation and haggling, and the 
Price Promise maintains good resell value. 
Honda New Zealand says it has an 80 percent 
customer retention rate.

While that all sounds good, the concern for 
Australian Honda Dealers is which ones get 
the chop, with reports that nine of the 12 
Dealers in metropolitan Sydney might lose 
their franchises.

In February last year, Honda announced 
its intention to restructure its global 
manufacturing network as it increases its 
commitment to electric vehicles.

Over the past year the company has 
restructured its Dealer networks in several 
countries, including India and the United 
Kingdom.

The company has thus far remained tight-
lipped about the mooted move to an agency 
model, maintaining that all will be revealed at 
the end of March. 

Honda’s Australian sales dropped 15 percent 
last year. That was its worst result in three 
years, but was better than the eight years prior 
to that.
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but locally, sales began to decline. From a 
27.5 percent market share in 2000, Holden 
sales dropped to 15.2 percent by 2006, along 
the way losing the number one sales position 
in Australia to Toyota (in 2003), a position it 
never recovered.

From combined profits of $843 million in 
2002-2004, Holden lost $290 million in 2005-
2006. The workforce at the Elizabeth plant was 
reduced, resulting in 1400 job losses, and the 
company continued to lose money, posting a 
$6 million loss in 2007, a $70 million loss in 
2008, and a $210 million loss in 2009. Even a 
$112 million profit in 2010 was not enough to 
turn the company’s fortunes around. 

From 2001 to 2012, Holden received over 
$150 million a year in subsidy from Australian 
government. The subsidy from 2007 was more 
than Holden's capital investment of the same 
period. From 2004, Holden was only able to 
make a profit in 2010 and 2011.

In mid-2013, Holden sought a further $265 
million, in addition to the $275 million the 
Federal, South Australian, and Victorian 
governments had combined to commit, to 
remain viable as a car manufacturer in Australia. 
The Australian reported that the car company 
was losing money on every vehicle it produced.

The election of the Coalition Government 
in 2013 signalled the beginning of the end 
for local automotive manufacturing. The 
Liberal-National parties, so willing to provide 
billions in subsidies for their fossil fuel donors, 
railed against providing even a fraction of 
that assistance for the Australian automotive 
industry, with then-Treasurer Joe Hockey openly 
goading General Motors to leave the country.

Australian automotive manufacturing ceased 
in October 2017, killing off thousands of 
skilled jobs. And now, after more than seven 
decades, one of the most iconically-Australian 
of all brands – up there with Vegemite – 
will soon no longer be sold, and Holden 
employees, dealers and their staff face an 
uncertain future.

It’s a sad end to a great Australian story.

Football, meat pies, kangaroos and Holden 
cars. 

No more. 

The iconic advertising jingle summed 
up the place in the Australian culture, 
psyche and heart of our very own 

automobile. Australians took pride that their 
local car manufacturer could compete with 
the likes of U.S. giant Ford. And even though 
Holden ceased local manufacturing in 
October 2017, the brand itself remained, and 
lived on as a national symbol.

But with the February announcement by 
General Motors that it would cease production 
of right hand drive vehicles by the end of 2020, 
even the symbol will soon disappear from our 
roads.

The decision will affect about 200 dealerships, 
with around 9,000 employees expected to lose 
their jobs. 

There are around 220 Holden dealerships 
across Australasia. General Motors offered a 
compensation package, which dealers rejected 
as inadequate, and thus a lawsuit worth 
potentially $2 billion looms (see story - page 
25).

AADA and dealers have met with Prime 
Minister Scott Morrison and secured a Senate 
Inquiry into the Holden departure (see story 
- page 23).

Regardless of the outcome of the Senate 
Inquiry or the lawsuit, Holden’s 72-year history 
as an automobile brand – and 168-year history 
as a company – is all but over.

The Holden company began as a saddlery 
manufacturer in the 1850s, evolving to 
automobile upholstery repairs in the early 
twentieth century. Within a decade, the 
company was producing vehicle body shells, 
and even assembled bodies for the Ford Motor 
Company Australia. 

The company became a full-blown car 
manufacturer as the result of an idea of 
then-Prime Minister Ben Chifley, who was 

concerned that Australia was becoming cut 
off from supplies during World War II, and 
should therefore build its own car. 

The Holden 48-215, also known as the FX, was 
the first vehicle to be manufactured entirely 
in Australia. Mr Chifley launched the family 
sedan at Port Melbourne on 29 November, 
1948. 

Over the years, Holden produced many 
iconic models, including the FJ series, the 
HQ, the Monaro, the Torana, the Gemini, the 
Kingswood, the Ute, and the Commodore.

In competition with the Ford Falcon in the 
large family sedan class, the Commodore 
eventually became Australia’s best-selling 
vehicle and the nation’s favourite car. Its 
many generations won several Car of the Year 
awards over the four decades (1978-2017) of 
its manufacture, and it was exported to South 
Africa, Brazil, the Middle East, Southeast Asia, 
North America and the United Kingdom.

Holden’s financial problems began in the 
1980s, when production of the unsuccessful 
Camira and the failed WB series, combined 
with the 1979 energy crisis, contributed to 
accumulated losses of more than $500 million 
by the middle of the decade. The assembly 
plant in Woodville, South Australia, was forced 
into closure, and in December 1986, GM paid 
off Holden’s $780 million in mounted losses.

The Commodore’s success led a recovery in the 
1990s, as Holden increased its market share 
from 21 percent in 1991 to 28 percent in 1999. 
in addition to the Commodore, the company 
exported locally-produced engines to power 
cars manufactured in other countries. 

Ultimately, the Australian market proved too 
small, and with the reduction in vehicle import 
tariffs from 57.5 percent in 1987 to 22.5 percent 
by 1997, to just 5 percent by the 2010s, local 
manufacturers were finding it increasingly 
difficult to compete with the economy of scale 
enjoyed by overseas competitors. 

The $600 million development of the VT 
Commodore drove international expansion, 
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to unfair terminations and inadequate 
compensation. 

GM says it has allocated $1.1 billion to 
compensate Dealers, which is only around 20 
percent of what the HDC says they are owed.

Various federal governments have pumped 
more than $2 billion into GM’s coffers over the 
years in attempts to keep the carmaker afloat 
locally, and Mr Morrison expressed strong 
disappointment in the company’s decision to 
bail out of Australia. 

Mr Morrison is reported to have told the 
meeting that “I won’t have big overseas 
corporates destroying Australian family 
businesses”, so it will be interesting to see what 
action the government takes on behalf of 
Holden Dealers.

Image Credit: "Llegada de Scott Morrison, primer 
ministro de Australia" by G20 Argentina is licensed 
under CC BY 2.0

AADA and Holden Dealer Council 
executives have met with Prime 
Minister Scott Morrison to discuss 

General Motors’ planned exit from the 
Australian market, marking the end of the 
Holden brand.

The meeting, which took place in Canberra 
in late February, came after Holden dealers 
rejected what they felt were inadequate 
compensation terms offered by GM. Current 
Holden franchise agreements were contracted 
until 31 December 2022, but GM terminated 
those agreements after it decided to end right 
hand drive manufacturing by the end of 2020, 
deeming it unprofitable to continue.

The Holden Dealer Council (HDC) also 
met with Deputy Prime Minister, Michael 
McCormack, and the Federal Minister for 
Small Business, Michaelia Cash, the day 
prior to meeting Mr Morrison. The HDC 
and AADA are seeking government help in 
negotiations with GM to ensure a fair deal for 
all Holden Dealers.

Initial compensation offers are understood 
to cover just 16 percent of Dealers’ liability, 
an unacceptably low percentage for Dealers 
to agree to. If a significantly better offer is not 
forthcoming, Holden Dealers could combine 
to launch a lawsuit against GM for an amount 
of up to $2 billion (see story - page 25).

Many Holden Dealers are coming perilously 
close to selling out of their current stock, 
having taken advantage of discounts offered 
by GM. 

The situation further reinforces AADA’s 
determination that the retail automotive 
industry must have its own Code of Conduct, 
as the current Franchise Code that covers 
everything from dealerships to Jim’s Mowing 
franchises is simply inadequate to deal with 
the scale and complexity of the franchise 
automotive industry. The Automotive Code 
proposed by AADA would protect Dealers 
in cases such as this, whereas the current 
Franchise Code leaves them vulnerable 
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b) the role of the Franchise Code and the 
Government’s proposed dealership 
amendments to the Franchise Code;

c) Government or other policy settings 
on manufacturing, research and 
development, business support and 
transition, and employee support; and 

d) any related matters.

When announcing its withdrawal, GM said 
the Holden brand was no longer competitive 
in the current market and would be "retired" 
from sales, design and engineering across 
Australia and New Zealand by 2021. It is part 
of the company’s worldwide withdrawal from 
the manufacture of right-hand drive vehicles.

The announcement drew criticism from 
the Government, with Prime Minister Scott 
Morrison saying he was angry the brand was 
allowed to "wither away".

Holden closed its Australian manufacturing 
operations in October 2017, resulting in 
hundreds of job losses.

Around 800 Holden employees had kept their 
jobs, including 600 workers in Melbourne 
responsible for designing cars for the 
Australian market.

GM International Operations senior 
vice president, Julian Blissett, said 
the announcement would mean the 
"overwhelming majority" of Holden staff 
would lose their jobs by the end of June 2020.

"This was an agonising decision for us and one 
we didn't make lightly or easily," Mr Blissett 
told a Melbourne press conference.

Thanks to AADA’s strong efforts 
advocating for Holden Dealers 
in discussions with the Federal 

Government, the Senate will conduct an 
inquiry into parent company General Motors’ 
(GM) withdrawal from Australian operations.

About 9000 Holden dealership employees 
are set to lose their jobs with around 200 
dealerships facing an uncertain future, after 
GM announced in February that it would 
wind up the Aussie-as-a-meat-pie brand by the 
end of the year.

AADA met with Prime Minister Scott 
Morrison in early March, as did members of 
the Holden Dealer Council. Holden Dealers 
have rejected GM’s proposed compensation 
arrangements as inadequate, and there is talk 
of a $2 billion legal action.

The Senate Inquiry will be crucial for the 
future of Australia’s retail automotive industry. 
The way in which Holden is allowed to exit 
Australia will set the benchmark for other 
offshore car manufacturers considering an 
exit from the country, a rationalisation of 
their network or a change in their distribution 
model.

AADA CEO James Voortman has welcomed 
the announcement of the Senate Inquiry.

“As an industry we were shocked by GM’s 
decision and the way it was communicated. 
However, we have been even more shocked 
by reports from our members on the grossly 
inadequate compensation on offer,” he said.

“The withdrawal of GM from the Australian 
market leaves around two hundred dealerships 
in the lurch, and up to nine thousand workers 
out of a job.

“Holden Dealers invested significant capital in 
facilities, stock and equipment. Many signed 
up to long term leases. They employed people 
in their businesses and took on apprentices. 
All of these decisions were made in good faith 
based on commitments from Holden that they 
were in Australia for the long-haul.” 

Mr Voortman said the decision of the Senate 
to review the impacts of GM’s decision was 
very welcome, as it will also look at the broader 
context of the Franchising Code and its role in 
this “mess”.

“We look forward to working with the Senate 
on this inquiry and to keep the Prime Minister 
abreast of developments,” Mr Voortman said.

“The AADA is working closely with our 
Holden members, as well as the Government 
and Senate to ensure that the hard-working 
Australian businesses and their employees are 
properly looked after.”

The AADA will be keeping a close eye on the 
Inquiry and has made a submission to the 
Senate.

The Inquiry’s Terms of Reference are:

a) the impacts of that decision on:

i. Holden employees;

ii. the Holden dealership network 
(small and medium sized businesses 
and family enterprises, and their 
employees);

iii. the Holden research and 
development facilities; and

iv. owners of Holden vehicles 
(including service and repair);
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of facilities including showrooms and signage.

A Holden spokesman said: the company 
believed it was doing the right thing by its 
Dealers and that the offers were fair.

“In most cases Holden Dealers will receive 
compensation a factor of four times the 
average Holden new car profit/unit of all 
dealerships over the 2017-2019 fiscal years. 
This number includes the sale of highly 
profitable domestically produced Commodore 
units in 2017/18,” the company said in a 
statement.

“The compensation formula Holden is using is 
applied consistently for all Dealers and covers 
reasonable earning expectations from the New 
Holden sales department over the remaining 
portion of the Dealer Agreement. All Dealers 
also have the opportunity to continue 
as Holden Authorised Service Outlets, 
maintaining their current service and repair 
client base. This is a consistently very profitable 
part of their businesses.

“The proposed compensation also includes a 
provision to reimburse Dealers for a portion 
of their unamortised investments in their new 
car showroom, as well as full reimbursement 
of unamortised investments in Holden dealer 
signage.”

Australia’s Holden Dealers could 
combine to launch a $2 billion lawsuit 
against General Motors in a bid to 

extract from the Detroit car maker what they 
believe they are owed.

GM announced in February that it would 
cease manufacture of right hand drive vehicles 
by the end of 2020. The decision leaves Holden 
Dealers in the lurch, having extended their 
franchise agreements in 2017 until the end of 
2022.

The national Holden network, made up 
of 185 dealers who between them run 203 
showrooms, has contracted HWL Ebsworth 
lawyers and forensic accountants KPMG to 
handle negotiations with GM. The US giant 
has made offers to some Dealers, which 
Dealers have described as “grossly inadequate”.

Dealers believe the offer is not a fair reflection 
of the financial impact on their businesses 
and staff. GM says about 1000 staff will be 
impacted, but Dealers argue the number is 
more like 9000.

Whether the legal action goes ahead might 
depend on the outcome of a Senate Inquiry, 
with both the Federal Government and the 
Opposition pledging to ensure GM meets its 

obligations under Australian law to Dealers, 
their employees and customers.

With most Holden Dealers having received 
their compensation offers in meetings with 
GM representatives, and the rest having a 
ballpark idea of the offer they are likely to 
receive, there is a feeling that the offers fall well 
short of acceptable.

Holden Dealers feel GM has let them down 
since the last franchise agreements were signed 
in 2017. GM encouraged them to invest in 
new facilities or renovate existing ones – 
millions of dollars – and even denied them 
the opportunity to expand into other brands. 
Diversifying would have protected stand-
alone Holden Dealers, and they feel especially 
betrayed given GM probably intended to 
withdraw from Australia even at that point. 
Other Dealers are committed to costly long-
term leases.

It has been reported that the compensation 
offers have been as low as $100,000, ranging 
up to $2.4 million. GM says it determined 
the figures based on the average net profit 
each location earned from new Holden sales 
between 2017 and 2019 inclusive, multiplied 
by 2019 sales, and extrapolated out to the end 
of 2022. It will also factor in unamortised costs 
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Why do I go into raptures over the 
commitment this Holden Dealer had made 
to his local community? Well, when you have 
been trained to Holden’s commendable and 
exacting standards on providing premium 
customer care, it was stimulating and satisfying 
to see it in fulsome practice. However this buzz 
of seeing such a positive commitment to the 
Holden franchise quickly moved to a great 
sense of ‘what the hell’ chagrin and dismay. 
Knowing the lifeblood of a car franchise is the 
flow of new cars from the car manufacturer 
and from which everything in the business 
flows: Used cars, Service, Parts, F & I, it 
suddenly hit me that the heart and soul of this 
business (and all Holden Dealers) was soon to 
be ripped out with no further supply of new 
Holdens. 

This dealership walk-around, which I did of 
my own accord, triggered the stark reality of 
Holden’s closure announcement and in turn 
how this superb dealership/business and 
others like it, will soon be gone along with all 
those staff trained to Holden’s high standards 
and values which I too had been the grateful 
beneficiary of from the day I started at GMH 
as a 17-year-old. 

My father worked all his life for GMH, from 
its beginnings in 1926 through until 1968. His 
service to Holden coupled with my association 
of 52 years in various forms, meant my 
family had some connectivity over a 90 year 
span. Perhaps that’s why my REAL WORLD 
experience at the dealership of the impact of 
the sudden closure, created such a sense of 
disillusionment and hit me like a ton of bricks.

An uplifting dealership experience sparks 
chagrin and dismay

From a strict business analysis 
standpoint, Holden’s announcement on 
17 February that they were withdrawing 

from Australia and NZ was a logical and 
understandable determination. From a 
sentimental standpoint however, it was a 
massive disappointment and shock for a 
large proportion of Australia’s 26 million 
population for whom Holden had, in some 
special way, touched their life at some point. 

Holden’s 2013 decision to announce the end 
of local car production from 2017 was again a 
tough but inevitable call. Any well-considered 
evaluation of all the facts including the 
well-established formula for car production 
economies of scale, declining sales volumes, loss 
of brand equity, huge shifts away from passenger 
cars, and unfavourable currency exchanges, all 
meant Holden faced a perfect storm around a 
non-viable local production model.

What happened after the 2013 decision to 
cease production however is where serious 
questions can be asked of Holden for failing 
to implement a sustainable revitalisation/
recovery given the abundantly obvious 
challenges the plant closure would present. 

 Despite commitments at the time of 
announcing the closure, Holden did not 
deliver on their promises made six years 
earlier. Holden’s then Director of Sales and 
Marketing announced one week after the 
plant closure on 20 December 2013 an 
advertising campaign: ‘HOLDEN BRAND 
HERE TO STAY’. He stated the campaign 
was to ensure customers understood the 
Holden brand would remain in Australia. He 
also said, “Over the next four years we have 

hundreds of thousands of Holden world class 
cars and engines to build locally and sell and 
beyond that time, we will be offering world 
class cars sourced for Australia from GM’s 
global network. Together with our network 
of 230 Dealers nationwide we will continue 
to provide our customers with exceptional 
products, service and support.” Big lesson here 
for big corporations – don’t make promises 
you cannot keep.

Today’s current 190 Dealers, Holden owners 
and customers (myself included with a new 
Equinox) now find themselves evaluating GM/
Holden’s commitment for the next 10 years on 
their service and parts obligations, particularly 
after reading recent reports on contentious 
issues between GM and Dealers on post close-
down Service and Parts Agreements.  

Three weeks after the total Holden Closure 
announcement, some electrical issues with 
my Holden I was driving required I make an 
appointment with Stephen Howlett, the owner 
and Dealer Principal of Tweed Holden/Sharp 
Motor Group. As I had an hour to kill and 
with Stephen involved in an offsite meeting, I 
treated myself to a tour of his dealership. My 
50-year-plus association with Holden afforded 
me the chance to inspect around 250 different 
dealerships throughout every part of Australia 
and NZ so my vibe meter on reading a 
dealership’s retail heartbeat or otherwise comes 
from a reasonably solid base. I had the joy of 
‘tyre kicking’ over 30 new or demo Holdens 
on display on the superb 12 car showroom, 
as well as the equally impressive lineup on the 
forecourt. I cannot before recall seeing this 
many new cars so immaculately presented and 
polished to the point of perfection. Likewise 
my identical reaction to the total dealership, 
including its commanding location, its layout, 
the clinical cleanliness of every conceivable 
department, the striking professional 
corporate dress code and grooming of all 
the staff, the beautifully furnished Service 
Customer lounge and large viewing window 
into the 16-bay service department, and 
then to cap it all off a bustling five star fully 
equipped showroom café/coffee shop. 
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HOLDEN’S SHOCK ANNOUNCEMENT 
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provided a $1m incentive for the first team to 
attract a new brand. This was awarded to Kelly 
Racing when Nissan joined the Series. 

On top of start-up investments it will then be 
a big leap for the teams to fund changeover 
costs from Commodore to Camaro, maybe 
representing a collective cost of around $5m 
for 16 new Camaro race cars. My second 
point is will Holden Fans accept Camaro? The 
only model now imported is the $170k ZL1 
following the recent announcement the lower 
price 2SS model has been discontinued. Even if 
the dollars did stack up to race Camaro surely 
Supercars will as a priority first undertake 
some thorough fan and market research on its 
suitability and acceptance.

Mustang has certainly had a seamless 
transition in Supercars as a replacement for 
Falcon. In the two years 2018/19 Ford Dealers 
sold a very healthy 10,360 units with very 
competitive pricing. Camaro sales figures for 
some reason are not reported to VFACTS, but 
a reasonable guess would be around 1000 retail 
sales (not production) for the corresponding 
period given their huge price disadvantage to 
Mustang. GM/Holden, we are told are still to 
make a decision whether they will proceed 
with GM Specialty Vehicle Operation and 
import various USA products like Camaro 
on the back of their Holden exit. But if they 
did and elected to build only the ZL1 model 
(as is the case currently with their supplier 
company) then it could represent a road car 
presence ratio of 10:1 Mustang to Camaro. The 
rusted-on Holden racing car fan does not play 
in the $170k league and may find transitioning 
their support to a top-end priced car a 
contradiction of their Holden DNA values, 
which Supercars must factor in.

We genuinely hope the brains trust of 
Supercars have some pleasant surprises in 
store for its passionate and loyal fans and 
are working on some new big name well 
established car brands in Australia that can 
reshape the Supercars series given the realities 
of the Holden situation.

Just like the Dealers mentioned earlier and 
their loss of the Holden franchise, it will be a 
tough and challenging adjustment for Holden 
teams to reset their businesses given Holden’s 
closure.

Whilst I fully get the business reasons behind 
Holden’ exit, I would be just one of millions 
of Australians baffled by HOW and WHY 
this once mighty company, backed by huge 
GM global resources, could be allowed to fail. 
There were 7,687,675 Holdens built up until 
the end of 2017. Some people owning one 
in their life, others perhaps up to 50. GMH 
employment peaked at 23,974 people but 
my wild guess would be over half a million 
at some time from 1931 would have been on 
the Holden payroll for anything between one 
and fifty years. Add to this proud family of 
employees and owners over all these years all 
the Holden Dealers’ employees, the countless 
automotive supplies, motor racing teams, 
drivers and fans, loyalists in endless Holden 
car clubs, and one can quickly understand why 
this brand touched so many and why so many 
were so shocked when they heard the news. 

Media-published correspondence between 
Dealers, their lawyers and GM are clearly ugly 
over compensation disagreements, given the 
Sales Agreement has been cut short by 30 
months. We trust that all these difficulties and 
the impending Senate Inquiry into Holden’s 
handling of the closure, which cannot be 
underestimated, can be finalised with the 
elegance befitting the remarkable history of 
Holden in Australia.

My wish would be that GM USA, all Holden 
Dealers and Federal Government conclude 
the wind-up process not just harmoniously 
but also with a commitment to enshrine the 
Company’s history with the creation of a 
Holden Heritage Centre in the Fishermans 
Bend Precinct. Such a facility would 
allow Holden’s iconic history of products, 
milestones, and thousands of memorabilia 
treasures to be a tourist attraction that would 

perpetuate the huge part Holden played in 
our great country. Our memory of Holden 
deserves such a dignified closure.

The Impact On Australian Motor Sport

There is not a book written on Holden without 
a section devoted to the incredible role the 
brand and its products played in Motor sport. 
The 60th Anniversary Holden Heritage Book 
Motor Sport section noted, “Almost as soon as 
the first 48-215 Holdens began appearing on 
Australian roads, men began racing them, at 
Mount Druitt, Caversham, Fishermans Bend, 
Templestowe, Gnoo Blas and the like...Soon 
enough the 48-215 was joined on the circuits 
by the FJ, then the FE and so on,” the section 
read.

Another significant loss for Australia following 
the Holden decision is the reality that very 
soon there will be no more Holdens at 
Bathurst or any other race track. 

One cannot sugarcoat the potential impact on 
the Supercars business and the Holden Team 
Owners. Holden Commodores represent 16 
of the 24 cars (66 percent) participating. With 
the likelihood of two thirds of the field perhaps 
having to race a car and brand for 2020 and 
2021 that no longer exists and has no relevance 
to the car buying public, the situation for 
Supercars is at best problematic.

There seems no quick answers despite the 
organisers’ desire to hastily advance their 
Gen 3 plans. One cannot envisage how these 
Holden teams have any choice but to race their 
now ‘market irrelevant’ Holden Commodores 
through to the end of 2021.

Even if a much-rushed Camaro idea was to 
be an option, chances of it being race ready 
for 2021 seem impossible. But there are two 
other big issues that would require close 
due diligence: 1. Cost 2. Fan acceptance. On 
the cost front it’s hard to imagine GM USA 
stumping up the $1m-plus engineering/
homologation investment required. 
Divesting Holden from Australia and then 
simultaneously reinvesting with a Camaro 
does not have a good ring to it. This would 
leave Supercars to underwrite the engineering/
homologation costs. This would not be out of 
the question given with COTF in 2014 they 
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occurred during the past year. It began 
with the Parliamentary Joint Committee 
on Corporations and Financial Service’s 
‘Fairness in Franchising Report’, released in 
March 2019, and culminated in the recent 
release of the exposure draft regulations and 
explanatory statement for public consultation 
in February 2020. It was hoped these changes 
would provide additional legal protections for 
Dealers. An update on the key developments is 
provided below. 

Fairness in Franchising Report (March 2019)

In an attempt to address insufficient 
existing regulations, the Fairness in 
Franchising Report (the Report) made 71 
recommendations. It recommended the 
Federal Government establish an inter-
agency Franchising Taskforce to examine the 
feasibility and implementation of a number 
of the Committee’s recommendations. The 
Taskforce was subsequently established. 
Despite the AADA’s calls to establish a 
separate Automotive Code, the Report failed 
to recommend it due to fears a separate code 
would evolve independently from the core 
Franchising Code, leading to inconsistency. 
However, the Report was supportive of 
industry specific schedules to supplement the 
core Franchising Code.

Regulation Impact Statement (November 
2019)

The Regulation Impact Statement (RIS) was 
developed to inform government decision-
making on policy implementation. Following 
consideration of a range of options, the RIS 
identified four regulatory interventions it 
considered would lead to positive outcomes:

• Option 2A – requiring manufacturers to 
provide at least 12 months’ notice when 
not renewing a Dealer agreement.

• Option 2B – requiring manufacturers to 
provide a statement to a Dealer whose 
agreement is not being renewed outlining 
why the agreement is not being renewed. 

• Option 2D – requiring pre-contractual 
disclosure of significant capital 
expenditure to have a greater degree of 
specificity. 

• Option 2F – enabling multi franchise 
mediation.

Exposure Draft Regulations and 
Explanatory Statement for Public 
Consultation (February 2020)

Australian automotive Dealers have 
long known the Franchising Code 
of Conduct (the Code) has not done 

enough to protect franchisees in the power 
imbalances that characterise franchisor-
franchisee relationships. Dealers often find 
themselves in defenceless positions where 
the Code is unable to help. For example, 
it is not uncommon for distributors to tell 
Dealers that Dealer agreements will not be 
renewed but then failing to give reasons 
for that decision. The Code provides little 
protection. To make matters worse, Dealers 
are often unable to rely on legal remedies as 
distributors are sophisticated enough to avoid 
simple contract breaches. Dealers have to rely 
on misleading and deceptive conduct and 
unconscionable conduct claims, where the 
legal threshold required to succeed is much 
higher than in simple contract claims. 

AADA has worked tirelessly to improve 
protections for Dealers. As a result a 
number of regulatory developments have 

UPDATE ON AUTOMOTIVE CODE 
DRAFT REGULATIONS
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warranty and ACL practices to protect 
Dealers and to benefit customers. The 
power imbalance between distributors 
and Dealers allows distributors to 
reject warranty claims by Dealers on 
unreasonable grounds. It also allows 
distributors to engage in the unfair 
practice of warranty extrapolation, which 
compromises the bottom line of Dealers. 
Regulations can help resolve this power 
imbalance by implementing a Code of 
Conduct to limit the abuse of power that 
occurs.

4. Industry Standard for Compensation

The AADA recommend that a principles-
based industry standard for compensation 
should establish a fair and reasonable 
framework, which informs future 
compensation by distributors. This 
recommendation was made in light of the 
recent exit of Holden from Australia, which 
offered grossly inadequate compensation 
for Dealers. This demonstrated the need 
for an industry framework to determine 
the elements that reasonable compensation 
should include and the appropriate method 
for calculating it. 

5. A definition of vehicle distribution in the 
regulations, capturing future distribution 
models, including agency models

The AADA recommended the Regulations 
include a term that provides that the 
Code covers any form of motor vehicle 
distribution agreement including a pure 
Agency Model. This recommendation was 
intended to close any possible definitional 
loopholes in the Code even after changes 
have been made.

6. New end of term obligations

The draft Regulations extend the notice 
that distributors must provide Dealers 
from 6 to 12 months. Whilst the AADA 
welcomed this, concern remained that this 
requirement only applied to agreements of 
12 months or more. This would incentivise 
distributors to offer sub-12-month 
agreements and therefore, further the 
power imbalance between distributors and 
Dealers by increasing Dealers’ insecurity 
of tenure. The AADA recommended the 
requirement that the agreement be 12 

months or more should be removed. 

7. Multi-party dispute resolution: the issues 
of compliance and confidentiality  

The AADA recommended an amendment 
to the Regulations to require franchisors 
consent to franchisees’ requests for a 
multi-party dispute resolution. Otherwise, 
this Regulation does nothing other than 
to formalise an existing right which 
franchisees have. The AADA also 
recommended the Regulations address 
the possibility that franchisees may breach 
their confidentiality agreements with 
distributors whilst engaging in multi-party 
dispute resolution. 

8. Penalty provisions for breach of 
regulations

The AADA acknowledged the allocation 
of civil penalties to infringements of 
Regulations was a step in the right 
direction. However, the AADA considered 
the current penalty of 300 penalty units 
($63,000) for an offence was insufficient 
given the size of distributors. The AADA, 
therefore, recommended the Code could 
be amended to incorporate a penalty 
regime emulating the ACL, which provides 
the option for penalties to be assessed as 
a proportion of the corporate offender’s 
turnover.

Conclusion

There is much more work to be done to have 
a Code that adequately protects Dealers and 
that levels the playing field. The AADA will 
continue to advocate for stronger protections 
in coming months.

The Exposure Draft Regulations seek to 
implement the four key reforms outlined 
in the RIS (see above). If implemented, the 
reforms would apply to new vehicle dealership 
agreements. The reforms were introduced 
as an additional part of the Code, i.e. ‘Part 
5 – New Vehicle Dealership Agreements’. 
Consultation on the Regulations closed on 13 
March 2020, with 1 July 2020 being the target 
commencement date for the Regulations. 

AADA Response to the Exposure Draft 
Regulations (March 2020)

The AADA made eight key recommendations 
as to how the draft Regulations could 
be changed to level the playing field 
between distributors and Dealers. The key 
recommendations are:

1. Security of tenure 

The AADA recommended the Regulations 
include a minimum five-year term for 
Dealer agreements or a link between capital 
investment and the term of the agreement 
to enable Dealers to recover their mandated 
investments. If implemented, this 
recommendation would relieve much of 
the anxiety present amongst Dealers, who 
are financially pressured to sign annual 
agreements in the hope they will eventually 
recoup their investment. 

2. Stock buy-back mandate 

The AADA recommended the Regulations 
compel distributors to buy back stock in 
the event of non-renewal. As the AADA 
pointed out, there is a perverse incentive 
for distributors to load Dealers with stock 
and parts before a non-renewal notice 
is issued. The Regulations, therefore, 
need to include a clause mandating that 
distributors buy back all vehicle stock, parts 
and specialist equipment on commercially 
fair terms. As Dealers are mandated to 
purchase the stock from distributors, there 
is no reason the non-renewal notice should 
enable distributors to be excused from a 
fair commercial buy back. 

3. Protections for Dealers against unfair 
warranty clawbacks

The AADA recommended the 
establishment of a Code of Conduct 
for appropriate behaviour in relation to 
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AUTOMOTIVE CODE DRAFT DISAPPOINTING

AADA was extremely disappointed with 
the draft regulations released by the 
Federal Government to incorporate 

automotive industry-specific protections into 
a Schedule to the Franchising Code. 

AADA is disappointed with both the breadth 
of the issues covered, and by the tepid nature 
of the protections being offered to new car 
Dealers. The AADA remains firmly of the 
view that new car Dealers need a standalone 
Automotive Code of Conduct.

The draft Regulations focus on End-of-Term 
arrangements, capital expenditure and multi-
franchisee dispute resolution. They are silent 
on issues such as unlawful warranty audits and 
claw-backs, the duration of terms being offered 
to Dealers, and the need for an explicit link 
between capital expenditure and tenure.

AADA CEO James Voortman said Australia’s 
car Dealers need strong regulatory protections 
similar to those in force in other advanced 
countries. 

“Unfortunately, the regulations as drafted will 
have very little effect on the status quo,” he 
said.

“Global car manufacturers are using Australia’s 
lax regulatory regime to squeeze their Dealers 

and they see our market as an ideal place 
where they can experiment with alternative 
distribution models, usually at the expense of 
Dealers. Such behaviour is simply not possible 
in a country like the United States which does 
have strong automotive franchise laws.

“It is so important that these regulations are 
bolstered before they are finalised, particularly 
at this time when sales of new cars have been 
going backwards for 22 months and a number 
of regional dealerships have had to close their 
doors.”

Mr Voortman said the biggest factor 
influencing the power imbalance is insecurity 
of tenure for Dealers. It was identified by 
the ACCC as an issue of concern in its retail 
market study, but to date it has been left out of 
the draft regulations.

“There are Dealers in Australia who over the 
course of many years have invested millions 
of dollars in facilities, stock and equipment 
at the behest of manufacturers, only to be 
given a one-year agreement. To put that into 
perspective there are fast food franchisees 
with substantially lower capital investment 
requirements which are given 20-year 
agreements by their franchisor,” he said.

“While we acknowledge improvements in end 
of term obligations, manufacturers are still 
not required to purchase back the stock which 
they have compelled their Dealers to purchase 
from them.”

The key issues of Dealers being denied 
warranty payments and Manufacturers 
pressuring Dealers to dismiss ACL claims 
from consumers have also not been covered in 
these regulations.

The AADA believes it is crucial that these draft 
regulations are strengthened before they are 
finalised and will be raising concerns directly 
through the consultation process.

The draft regulations will support the work 
that the Franchising Taskforce has undertaken 
in recent months. The Taskforce will provide 
advice to the relevant Ministers prior to a 
public announcement of the Government’s 
position later this year.

The regulations are intended to address the 
major power imbalance between new car 
Dealers and offshore vehicle Manufacturers 
but fall well short and will continue to leave 
Australian Dealers vulnerable.

The AADA have made a submission to the 
Government addressing these concerns.



Australian Dealers joined nearly 
22,000 members of the US and global 
automotive industry at the 2020 in 

February at NADA Show.

Dealers from all over the world came together 
for four full days of education, OEM franchise 
meetings, and the NADA Expo in Las Vegas. 

The AADA Study Tour to the NADA Show 
provided participants with a full schedule 
of activities aimed at giving them relevant 
information that they could learn from and 
take back to their dealerships and action.

A highlight of the 2020 AADA Study Tour 
was the Dealership Tour to AutoNation 
GM and BMW of Las Vegas. Mark Osmers, 
Sr. Director, New Vehicle Marketing for 
AutoNation USA, gave Australian Dealers an 
overview of processes and initiatives that have 
delivered tangible outcomes in increased sales 
in new cars and service at each dealership. 

Over the past few years AutoNation have 
worked tirelessly to develop their “Drive Pink” 
Charity Program in support of breast cancer. 

The program has raised and donated over $20 
million to fund lifesaving cancer research to 
date.

“Our customers support this initiative 
in very tangible ways. They support by 
making donations, buying vehicles from us, 
displaying our charity on their vehicles and 
recommending friends and family to buy from 
us over our competition” said Mr Osmers.

Other highlights of the AADA Study Tour 
included The AADA Gumtree International 
Relations Dinner, attended by representatives 
of many of the world’s dealer associations 
and six NADA Chairmen. It included an 
address by outgoing NADA Chairman, 
Charlie Gilchrist. In his remarks, Mr Gilchrist 
encouraged Australian Dealers to work 
together in challenging times, commenting 
that we are much more likely to achieve 
exceptional outcomes as a collective than we 
are as individuals.

The 2020 AADA Carsales Pentana Australia 
Party had 170 Australian NADA participants, 
who came together on the final evening to 

share their NADA experiences and listen 
to a brief address by AADA CEO, James 
Voortman, about the immediate challenges for 
Australian Dealers.

The 2021 AADA Study Tour to the NADA 
Show in New Orleans will be held 21 – 24 
January 2021. please join us, you will find it 
very beneficial for your business.

AUSSIE DEALERS LEARN FROM THE BEST 
AT NADA
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From left to right: Mark Woelders - Motorama 
Director, James Voortman - AADA CEO, Charlie 

Gillchrist - 2019 NADA Chairman and Patrick 
Tessier OAM - AADA Convention Director, at the 

AADA Gumtree Industry Relations Dinner.
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Mercedes-Benz Australia is trialling 
the agency model via its new electric 
SUV, the EQC.

Nine Mercedes-Benz Dealers have been 
operating under the model since the EQC 400 
4MATIC went on sale on December 9, 2019. 

The agency model only applies to sales of 
the EQC, not regular Mercedes-Benz sales, 
however the OEM is monitoring the results 
with a view to potentially switching to the 
agency model for all its retail outlets.

Mercedes-Benz has studied the agency model 
for two years, and this trial is the next logical 
step.

The EQC agents are:
• Mercedes-Benz Sydney
• Mercedes-Benz Melbourne
• Mercedes-Benz Adelaide
• Diesel Motors Perth
• Mercedes-Benz Brisbane
• Mercedes-Benz Gold Coast
• Mercedes-Benz Canberra
• Mercedes-Benz Parramatta
• Mercedes-Benz Waverley

While the above dealerships will be the ones 
trialling the agency system, all 54 Mercedes-
Benz franchises around the country will 
service the new EV range.

While the agency model only applies to the 
sales of the EQC, participating Dealers are still 
buying their normal stock from Mercedes-
Benz.

Agents have EQC stock on-site, but it is owned 
by Mercedes-Benz, who also set the price, 
which is the same at all dealerships. Consumers 
buy the car from Mercedes-Benz, who pay the 
agent (Dealer) a commission. Commissions 
vary depending on KPIs and targets.

Dealers retain control of the other aspects of 
their operations, including trade-ins.

Mercedes-Benz intends that by 2023 every 
vehicle in its range will have some degree of 
electrification, with seven to be completely 
electric.

MERCEDES USES EVS TO TRIAL AGENCY 
MODEL
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Australia’s new vehicle sales for the 
twenty-fourth consecutive month 
in March, according to the Federal 

Chamber of Automotive Industries’ (FCAI) 
VFACTS report.

Sales for the month totalled 81,690, consisting 
of 21,777 passenger vehicles for a 26.7 percent 
share of the market, 39,171 SUVs (48.0 percent 
share) and 18,162 light commercial vehicles 
(22.2 percent share).

These figures represent negative growth of 
17.9 percent when compared to March 2019 
and are mainly attributed to the effects of the 
COVID-19 pandemic on the general economy.

Toyota was the best-selling brand in March, 
with 17,583 sales recorded. In second place 
was Mazda with 6,819 sales, followed by 
Mitsubishi with 6,002 sales, Kia with 5,654 
sales and Hyundai with 5,306 sales.

The top-selling vehicle in March was the 
Toyota Hi-Lux with 3,556 sales, followed by 

the Ford Ranger (3,108 sales), Toyota RAV 4 
(2,991 sales), Toyota Corolla (2,812 sales) and 
the Holden Colorado (2,391 sales).

Tony Weber, chief executive of the FCAI, said 
that despite the difficult conditions, numerous 
automotive dealerships around Australia 
remained open.

“Many dealerships have opted to remain open 
to maintain support for customers, particularly 
from a service perspective, during this difficult 
period,” he said. 

“Of particular importance are first responder 
and essential services vehicles. We must 
keep these vehicles on the road to ensure our 
communities continue to function and remain 
safe. In addition, we need to ensure those 
who physically attend their workplace can 
travel safely. The motor vehicle is a safe form 
of transport during the pandemic, allowing 
occupants to preserve their personal distance 
from other commuters.

“Within dealerships, customer safety is of 
the highest priority, and automotive brands 
have initiated a variety of enhanced hygiene 
protocols and contactless consultations to 
maintain personal distance.” 

The March monthly result represents the 24th 
consecutive month of negative growth for the 
automotive industry in Australia and has been 
caused by a number of issues over the past two 
years, including environmental, political and 
economic factors. 

It is certainly no surprise that sales are down 
given the state of the market over the past two 
years, compounded by the drought affecting 
large parts of the country and the bushfire 
crisis that engulfed Australia over summer.

New reporting gives more accurate picture

The other factor is that since the beginning 
of the year, the FCAI has applied its new 
reporting requirements to the VFACTS 
product.

SALES FALL FOR 24TH STRAIGHT MONTH
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In early January FCAI confirmed that all 
vehicles would have to be registered before 
being recorded as sold in VFACTS. This 
represents progress in the battle against the 
‘cyber-cars’ problem plaguing Dealers, but 
it is only the first step and does not stop 
some OEMs from pressuring their Dealers 
to register cars as demos in order to achieve 
incentive targets. Furthermore, it does not 
stop a shift by the OEMs to move to targets 
on wholesale volumes, a concerning practice 
being undertaken by a number of OEMs in 
recent months.

In fact, too many cars being reported as 
sold are still not ending up in the hands of a 
genuine customer. New car Dealers are well 
aware of the consequences this has for their 
businesses but are fearful of reprisals if they do 
not comply.

Accuracy matters

Another consequence of such reporting 
practices is that they bring into question the 
credibility of the VFACTS product. VFACTS 
is relied on by the likes of the Reserve Bank of 
Australia, the Australian Bureau of Statistics 
and market analysts among others to ascertain 
the health of the economy and the industry.

Previously, AADA has suggested ASIC take 
a look at this in the same way the corporate 
regulator in the US has, resulting in action 
against FCA and BMW.

For VFACTS to be credible only vehicles being 
purchased by a genuine customer should be 
reported as sold. No demonstrators. No service 
loan vehicles.

AADA will continue working with members, 
the FCAI and Government in an attempt to 
clean up Australia’s automotive sales reporting 
practices.

Recession?

The media has started asking whether 
Australia is perhaps experiencing a retail 
recession. In the automotive retail sector 
there is no doubt about it. The definition of 
a recession is two consecutive quarters of 
negative economic growth – our industry has 
been in decline for eight quarters.

Trading conditions for Dealers are incredibly 
difficult and frustratingly, there is no one 
reason for the decline. The combination of 
consumer sentiment driven by declining house 
values and the tightening of credit linked to 
the Royal Commission are two factors often 
cited.

Mr Weber said the trend of negative growth in 
the local market reflected the tough times for 
the retail automotive industry.

“There is no doubt that this is an 
extraordinarily difficult time for the 
automotive industry – a situation sadly 
underlined by the recent announcement of 
Holden’s withdrawal from the Australian 
market,” he said. 

The FCAI attributed the difficult market 
conditions to a number of adverse factors 
directly affecting consumer confidence over 
2018, 2019 and the beginning of 2020. These 
include political and financial uncertainty; 
environmental factors such as floods, drought 
and bushfires; and more recently, the growing 
concerns regarding a global pandemic from 
the coronavirus.

How about a little stimulation?

The state of the industry feeds into a wider 
debate occurring in Australia, namely the 
health of our economy and whether the 
Government should be applying stimulus 
measures above and beyond its efforts to 
combat the coronavirus’s economic impact.

Recent economic data showed that the 
economy is growing but that growth is 
disproportionately focused on commodity 
exports and government spending on 
infrastructure and the national disability 
insurance scheme.

Unlike many other areas of the economy, 
car Dealers are seldom the recipients of 
Government funding. However, AADA will 
be using our annual submission to the Federal 
Budget to suggest targeted measures that could 
help breathe life back into the industry, such 
as an expansion of the instant assets write off. 
AADA will also be urging the Government to 
do the hard yards on tax reform, an area that is 
long overdue in the automotive sector.

Hilux top again

The Toyota Hilux, 
with 3,556 sales, again 
claimed the title of 
Australia’s best-selling 
vehicle, followed by 
Ford Ranger, with 
3,108 sales, and the 
Toyota RAV4 with 
2,991. In fourth place was the Toyota Corolla 
with 2,812 sales, while fifth was the Holden 
Colorado with 2,391.

Toyota remained market leader, with 17,583 
vehicle sales for the month and 21.5 percent 
market share. Mazda with 6,819 sales was the 
second highest brand for the month, claiming 
8.3 percent market share. Third was Mitsubishi 
with 6,002 monthly sales and 7.3 percent 
market share, followed by Kia (5,654 sales; 6.9 
percent) and Hyundai, with monthly sales of 
5,306 and market share of 6.5 percent.

Key Points:

• The March 2020 market of 81,690 new 
vehicle sales is a decrease of 17,752 
vehicle sales or -17.9 percent on March 
2019 (99,442) vehicle sales. March 2020 
had the same number of selling days as 
March 2019 (25.5) and this resulted in a 
decrease of 696.2 vehicle sales per day.

• The Passenger Vehicle Market is down by 
7,222 vehicle sales (-24.9 percent) over the 
same month last year; the Sports Utility 
Market is down by 6,489 vehicle sales 
(-14.2 percent); the Light Commercial 
Market is down by 3,326 vehicle 
sales (-15.5 percent); and the Heavy 
Commercial Vehicle Market is down by 
715 vehicle sales (-21.7 percent) versus 
March 2019.

• Toyota was market leader in March, 
followed by Mazda and Mitsubishi. 
Toyota led Mazda with a margin of 
10,764 vehicle sales and 13.2 market share 
points.

FEATURES       Australian Automotive Dealer Association 



enquiries@gforces.auto
gforces.auto/aus

The automotive industry  
is evolving. 

The dinosaurs were one of the  
most successful groups of animals 
ever seen. But change spelled the 
end of their time.

In turn, automotive businesses that 
aren’t prepared for ecommerce are 
going to find it hard to survive.

Evolution is key to success. Some, 
when faced with change, embrace 
it. After all, birds are dinosaurs  

too - ones that evolved to fit into  
a new world.

Evolve your business alongside 
consumer demand with 
NetDirector® Auto-e. In a market 
where it’s survival of the fittest,  
it’s the only natural selection.

Embrace what comes next with 
NetDirector® Auto-e.

AADA - NetDirector® Auto-e (February) - Full Page 255x180.indd   2AADA - NetDirector® Auto-e (February) - Full Page 255x180.indd   2 18/02/2020   11:1918/02/2020   11:19

https://www.gforces.auto/aus?utm_source=AADA&utm_medium=Online%20-%20Magazine&utm_campaign=NetDirector%20Auto-e


36  | MARCH/APRIL 2020 |  automotivedealer.com.au

January 2020 Australia Day Honours List: 
Patrick Tessier receives OAM “For service to 
the community”.

AADA Convention Director and former 
interim CEO, and long-time contributor 
to the Australian retail automotive 

industry, Patrick Tessier, was awarded an 
Order of Australia Medal “For service to the 
community” on Australia Day, recognising 
his efforts in raising millions of dollars for 
children’s cancer treatment and research.

Mr Tessier founded Bailey’s Day in the months 
following the death of his two-year-old son 
Bailey, to brain cancer, in 2004. The annual 
charity golf day and auction has raised almost 
$3.5 million, paying for the training of 17 
paediatric oncologists, helping fund the 
development of a Children’s Cancer Centre 
at Monash Childrens Hospital, and financing 
critical research into finding a cure for brain 
cancer. It is a cause the Australian retail 
automotive industry has adopted as its own 
and continues to support strongly each year.

Mr Tessier said he was humbled to be 
awarded the honour, and thanked the Dealer 
community for their ongoing support for the 

charity, which in 2019 raised more money 
than in any other year to date.

“When Bailey was being treated at Monash, I 
was shocked to learn that the facility only had 
one paediatric oncologist – and only on a part-
time basis, as he was shared with the Royal 
Children’s Hospital,” Mr Tessier said.

“I was determined that Bailey’s death wouldn’t 
be for nothing, and that children and families 
who came after us would have access to better 
care and an increased sense of hope.”

Mr Tessier has spent four decades working in 
the retail automotive industry, and he praised 
car Dealers and associated businesses for 
adopting Bailey’s Day as their own cause.

“The way the industry immediately got behind 
Bailey’s Day, and continues to support it to 
this day, is immensely gratifying, and a tribute 
to the generosity and kindness of ordinary, 
everyday business people,” he said.

“They dig deep, they do it every year, and it 
means so much, not just to me, but to the 
countless children and their families who we 
have been able to help, as well as the doctors, 
nurses and other staff at Monash.

“It really shows what we’re able to achieve as 
a community when we come together and 
commit to a cause. I am so incredibly grateful 
to everyone who has contributed over the 
years.”

Some of Australia’s finest entertainers have 
donated their talents to Bailey’s Day, including 
Normie Rowe, Lisa Edwards, Michael 
Christiano, Wendy Stapleton, Brian Cadd, 
Russell Morris, Venetta Fields, and Darryl 
Cotton, while legendary journalist Ian Leslie 
has given his time as host every year.

Monash is just Victoria’s second Children’s 
Cancer Centre, after the Royal Children’s 
Hospital, ensuring sick children have access to 
the best possible treatment.

PATRICK TESSIER 
RECEIVES OAM
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