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By Joseph Holschuh, 
Associate Editor

If you’ve ever wondered why your
service department never seems
to make money — or worse, if

you’re not sure if your service depart-
ment is making money — then it’s
time to step back and reevaluate your
backroom operations.

Greg Schneider, a trainer with
Spader Business Management, says
there is simply no excuse for not
knowing what kind of money is mov-
ing through your service area.

He talks about the dealer mentali-
ty in the ‘70s and ‘80s, where there
was a “fishbowl” model of account-
ing. In the fishbowl model, overhead
and expenses were represented by a
large empty fishbowl and money
from every department was poured
in to fill it. Hopefully, at the end of the
month the fishbowl was full, but even
if it was overflowing there was no
way to monitor how much individual
departments were pouring in com-

pared with how much of the empty
bowl they were responsible for.

With the widespread use of com-
puters and software in the 1980s and
‘90s, dealerships were able to move
away from this model and begin con-
centrating on the “wheel and spoke”
model. In the wheel and spoke
model, every department in a dealer-
ship is set up as its own personalized
profit center. Income and expenses
are individually monitored for the
sales, service and parts departments,
and each one of the three “spokes” is
responsible for a share of the overall
business expenses and expected to
be entirely self-sustaining.

With how much easier it’s become
to monitor individual performance of
each department, Schneider says he’s
surprised when he runs into dealer-
ships that don’t. It’s impossible to
know whether a department is mak-

ing money unless there are detailed
records kept on income — and
expenses. 

Schneider maintains that in order
for the service shop of an ag dealer-
ship to break even, the shop has to
have an effective labor rate of $55-
65/hour. If you just breathed a sigh of
relief because your labor rate is $80
or $85/hour, or even $100/hour, you
need to keep reading.

The problem, according to
Schneider, is that even though a
technician is earning a shop rate of
$80/hour, he only collects on that
rate while he is working on billable
hours — that is, he only makes the
dealership money when he is work-
ing on equipment paid for by the
customer. Because technicians
aren’t always efficient, and because
they don’t always fill their days with
billable hours, the $80/hour rate may

What is Collectible Efficiency
and How Do You Improve It?
If you don’t know what collectible efficiency is, it’s likely that you’re
not seeing the profits you should be from your service area.

Dealers and technicians in Spader’s Service Management course share different
ways they’ve increased profits in their service department. Spader has helped
dealers better understand their businesses for more than 30 years.

Defining Key Terms
Collectible Efficiency — Measured
in percentage, this is the percent of
paid tech time that generates income
for the dealership.
Billable Hours — These are the
hours that a tech is working on equip-
ment that can be billed outside the
dealership. The only time a tech is
making your dealership money is
when he is working on billable hours.
Non-Collectibles — Billings generat-
ed by the service department against
the company. Any time a tech is work-
ing on something that cannot be
billed outside the dealership, he is
working on a non-collectible.
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be a long way from what is actually
collected.

For example, say a tech works 8-5,
says Schneider. If he’s on an hourly
wage, he’s being paid for 8 hours of
work each day. That isn’t to say that
he’s bringing in 8 billable hours, but
he gets paid whether he’s working on
equipment or not.

That’s where collectible efficiency
comes in.

Defining Collectible
Efficiency

Collectible efficiency is the meas-
urement of the difference between

hours worked and hours collected.
It’s unreasonable to expect that a
technician will be working on billable
hours the entire time he’s on the
clock, and collectible efficiency
measures what percent of the time he
is. So, if a tech is punched in for 8
hours, but only records 4 hours that
can be billed outside the shop, his col-
lectible efficiency for the day is 50%.

A 50% collectible efficiency isn’t a
problem for dealership — at least not
if the shop’s service rate is $130/hour.
According to Schneider, the break-
even point for most service depart-
ments falls at approximately $55-

65/hour. That is, after factoring in the
overhead of the shop, and making
sure the service department is
responsible for its share of operating
expenses as laid out in the “wheel
and spoke” model, a service shop
needs to bring in $55-65/hour of real
income to break even.

That’s why, in the above example,
the dealer who thinks he’s safe with
an $80/hour shop rate needs to step
back and reconsider. For a dealer
charging $80/hour in his service area,
in order to bring in enough money to
keep his shop in the black he needs
to be running at an 81% collectible
efficiency — a tall order for even the
most well-oiled technicians.

The problem is that the average
tech, if left to his own devices, gener-
ally runs between 35-40% efficient. At
an $80/hour rate, that leaves your
dealership at right around $30/hour
of actual income — or about half of
what you need to break even.

With these few simple calcula-
tions, it doesn’t take long to see how
important monitoring your shop’s
collectible efficiency is.

Measure to Manage
The minimum acceptable col-

lectible efficiency in an ag service
shop should be 60%, according to
Schneider, but even then a dealership
needs to have a shop rate of
$110/hour to reach the $65/hour
break-even point. He says not to
worry. With a few tweaks the ag
industry is able to consistently run
above a 70% efficiency.

Getting There
The first step to increasing techs’

numbers is monitoring them.
Schneider holds up a pen and says
that it is the most important tool a
dealer can teach his techs to use.

He jokes that managing col-
lectible efficiency is only as difficult
as getting a technician to take notes
and monitor his time. Understanding
how trying this can be, Schneider
offers a solution for dealers with dif-
ficult techs. “No notes, no pay,” he
says. “I’m only going to pay a tech
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Tracking a Tech’s Efficiency
Once you have your service area running smoothly, and
you’re measuring the department’s efficiency and seeing
it improve, what do you do with the data you’ve collected
on your technicians?

Greg Schneider of Spader Business Management sug-
gests taking all of that data and compiling a productivity
report that keeps track of everything from customer work,
to unit prep, to total non-collectibles. When all the infor-
mation is laid out, it’s easy to gauge one tech’s productiv-
ity vs. another’s.

The information on those reports is vital to the well
being of a dealership, but Schneider says one of the best
things a dealer can do to increase collectible efficiency is

to make every tech’s report public knowledge.
He suggests posting a giant “productivity board” on one wall of the shop with a

rail of hooks underneath. On the board, post each tech’s most recent productivity
data and on the hooks underneath hang the techs’ clipboards with all of the work
they have slated for that day.

Schneider says that each clipboard should have 10-12 hours of work pre-
planned for each person, even though he’ll only be there for 8 hours.

“Work expands or contracts to fill time needed,” he says. “If you give a techni-
cian 8 hours of work and he finishes in 7, what do you think he’s going to do with
that last hour? If you give him 12 hours of work on a clipboard, it immediately sets
the tone for the day.”

This way, when a tech comes into the shop in the morning he picks up his clip-
board underneath the productivity reports and is immediately able to see where he
stands compared with his peers. Schneider sees it as a way of keeping score.

“It creates a friendly competition between techs,” he says, “and it’s the first
thing they see when they get to work in the morning, so they start the day motivat-
ed.” He acknowledges that some techs might be sensitive about having their infor-
mation posted, but says that in his experience, those who don’t like it are the
slackers.

“Good techs want to be recognized for the job they are doing,” he says. “This is
just a way to let them know where they stand.” At the end of the quarter, the pro-
ductivity board should be reset to zero and the competition should begin again. It
keeps the game fresh, and a dealer can award prizes to keep the techs interested
and involved. Schneider suggests certificates for a tool truck, which are 100%
deductible for the dealership.

The competition takes on new dimensions when flat-rate billing is gauged as
part of the report and technicians can monitor how much each one is beating —
or falling short of — the flat rate. “A low collectible efficiency isn’t a service
issue,” Schneider says, “It’s a management issue. When you start managing your
techs’ time, you’ll start managing your profits.” 

Greg Schneider



Indicate No.115 on inquiry card or click “e-inquiry” at www.farm-equipment.com



for the time he has documented. If
there aren’t any notes telling me
what he was doing, I’m going to
assume that he wasn’t working.” 

This sorts the issue out quickly,
Schneider says.

It might be a pain to get techni-
cians in the habit of keeping notes,
but the only way to know if the serv-
ice department is making money is
to monitor how they’re managing
their time. The idea is to record
every minute the technician is on the
clock, and make sure that all hours
are accounted for.

It isn’t a matter of trust, according
to Schneider, but a matter of
accountability. If you don’t know
what a tech is doing all 8 hours he’s
punched in, there’s no way you can
measure his efficiency. 

“Have you ever considered how
much time your techs spend on cof-
fee breaks?” he asks. He runs
through the math and shows how 30
minutes in daily coffee breaks pro-
jected over a full work year yields
125 hours of time a mechanic is get-
ting paid and not working. This
dwarfs their 80 hours of vacation or
the 40 hours of sick leave. At
$80/hour, coffee breaks alone cost a
dealership $10,000 in possible
income each year — per technician.

Schneider isn’t saying that coffee
breaks should be eliminated, but that
they should be rigidly kept to 30 min-
utes per day and recorded. He takes
the math further and shows that a 5
minute spillover per break can cost
each tech $3,300 in revenue per year.

Improving Efficiency
It’s no surprise that Schneider’s

advice to increase collectible efficien-
cy is to limit time wasted in the shop.
This includes spillover on coffee
breaks, but Schneider cites the tool
truck as a efficiency-eater as well.

“If your dealership is like mine
was, you’ve got three different tool
trucks rolling into your yard.” It
wouldn’t be so serious, he says,
except somehow techs find an
excuse to visit each truck every time
it’s in. Remembering how much a 5-
minute spillover on a coffee break
hurts income, it’s easy to understand
how 20 minutes with the tool man
here and there can add up.

In a perfect world, Schneider
would tell tech’s they get to choose
one tool truck to buy from.
Understanding the fallout that might
cause, though, he instead advises
meeting with all of the different tool
suppliers and limiting the time of
day they can show up.

“If they want to buy from every

tool truck that comes into the yard,
or shoot the breeze with every tool
man, I’ll let them. But I’m also telling
that tool truck that if he wants to
sell at my store he’d better show up
before we open, after we close or
during lunch.”

Time wasted isn’t the only issue
draining the efficiency of service
departments.

“Just because a tech is productive,
doesn’t mean he’s efficient,” Schneider
warns. He notes that a technician
working all day on a company truck
or a broken overhead door is perfectly
productive. All of his time is account-
ed for and at the end of the day he has
something to show for his work. The
problem is that the dealership doesn’t
have anything to show for it but a day
where a tech achieved 0% efficiency. 

He recommends limiting the time
techs spend on non-billable jobs and
adds that these are just as bad as
long coffee breaks. A technician
plowing snow when work is piling
up doesn’t make the dealership any
more money than if he were talking
to the tool man.

“If there isn’t a wrench in a tech’s
hand, he is costing you money,” says
Schneider.

To illustrate the point he draws up
a scenario where a tech making
$30/hour is asked to change the oil on
the company truck. He might be able
to do it in 30 minutes and the dealer
figures the oil change costs him $15.
The dealer saves $10 over what it
would have cost him at Jiffy Lube, but
chalks that up to the benefits of own-
ing an ag dealership.

But say the tech wrote up a service
order for that owner. All of a sudden
an $80/hour labor rate plus parts (with
markup), and what the owner thought
was $15 of his tech’s time turns into
an $85 bill for an oil change.
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Stepping Toward
Efficiency

A higher collectible ef ficiency is
attractive on paper, but it can be
daunting to take the first steps
toward a more ef ficient ser vice
department. Here are some ready-to-
implement steps for increasing effi-
ciency in your service shop today.

� Manage techs’ time. Techs
need to record their time so you
know where ef ficiencies stand.
Wasted time at tool trucks and spill-
over from coffee breaks needs to
be eliminated.

� Limit non-collectibles. Star t
looking at your service department
like a customer does. Instead of
calculating what a tech’s time costs
based on what he’s paid, calculate
it based on what he brings into the
dealership. If there isn’t a wrench in
your tech’s hand, he isn’t making
the dealership money. 

� Keep score. Post a productivity
board so each technician in the
shop has access to ever y other
tech’s numbers. Award prizes at the
end of the quarter. This will fuel a
friendly competition in your depart-
ment and drive up efficiency. 

� Incorporate flat-rate billing.
For how to incorporate flat-rate
billing in your service depar tment
see p. 18.

“A 50% collectible efficiency
isn’t a problem for dealership —
at least not if the shop’s service

rate is $130/hour... ”



That’s what the oil change is actu-
ally costing the bottom line of the
dealership. The tech’s time would
have been better if collecting bill-
able hours rather than spent on a
company truck. When dealers start
looking at their shops as a customer
would, it suddenly makes a lot of
sense to take the trucks to Jiffy
Lube or contract a service to plow
your lot.

Schneider suggests limiting the
time that techs spend on non-col-
lectibles and increasing efficiency by
hiring a yard man to take care of the
odd jobs around the dealership. The
yard man can plow snow, move trac-
tors in and out of the service area or
clean machinery before it is ready to
go back to the customer. Schneider
believes that a year-round yard man
can bump up collectible efficiency
by 5-10% just by keeping the techs
off non-collectibles. FE

Adding to Your Shop’s Profits
The way Greg Schneider of Spader Business Management sees it, there are
three ways to increase the profitability of a service shop. You can increase the
labor rate, increase collectible efficiency or pay service people less.

“But remember that if you pay peanuts you get monkeys,” he warns.
Raising hourly rates often seems to be the easiest solution. Despite all of the

baggage that comes with raising rates, bumping them up $10/hour is very attrac-
tive on paper.

But while raising rates from $80/hour to $90/hour does increase profits in a
service area, consider the effect that working toward improving your shops col-
lectible efficiency could have.

An $80/hour service rate at a 60% collectible efficiency gives a dealer a
$48/hour converted to cash. If a dealer raises shop rates to $90/hour but does
nothing to improve collectible efficiency, the dealer converts $54/hour to cash.

Instead of jacking up the shop service rate and taking all the flak that comes
with it, consider maintaining an $80/hour rate but raising the shop’s efficiency to
70% — a 10% gain that can be accomplished through many of the steps already
discussed. An $80/hour tech with a 70% collectible efficiency is making the deal-
ership a real income of $56/hour — more than if rates were raised, and with
none of the upset customers.

Schneider says that if a dealer wants to make a real impact on his bottom
line, he might want to consider raising labor rates and collectible efficiency. 

Schneider takes out his calculator and quickly figures that a shop with a
$90/hour labor rate and a 70% collectible efficiency takes home $30,000 more
per tech than a shop with an 80/hour rate and a 60% collectible efficiency.

When that $30,000 in additional income is multiplied by the number of serv-
ice people in a shop, collectible efficiency starts to pencil out.

Indicate No. 140 on inquiry card or 
click “e-inquiry” at www.farm-equipment.com
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