
Net Profit on Labor and 
Calculations 
Is your Service or Collision department generating enough labor sales each 
month to produce a 20% net profit on labor? 
The formula for determining labor sales needed to produce a 20% net profit to sales is the same for 
both departments. 
 
Why 20% net to sales?  We know from experience that this is what top producing service and collision 
managers are capable of producing.  In fact, we have several dealer clients whose managers are 
producing over 25% net to labor sales.   Following is the formula we use to calculate this. 
 
Labor Sales Required to Produce a Profit Formula: 
Average month’s gross profit %         ______ 
Less 10 Points (Desired Net profit on Labor)     - ______ 
                                         = Divisor       =______ 
 
Average Months Expenses           ______ 
Divided by your Divisor       ÷______ 
= Labor Sales Required to Produce a 10% Net Profit    =______ 
 
Once you know how many labor dollars you need to produce a profit, next you need to determine if 
you have enough technicians to produce sufficient billable hours each month to achieve the desired 
profits.  Following is a formula that will help you determine how many technicians you need to 
produce a 10% net operating profit. 
 
Technicians Needed To Produce Desired Net Profit 
Formula: Part 1. 
Individual technician hours worked each day        _____ 
Times (x) 90% Proficiency       x_____ 
= Technician labor hours available to sell each day   =_____ 
Times (x) 21 (average work day’s month)      x__21_ 
= Individual technician labor hours available to sell per month =_____ 
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Formula Part 2. 
Labor sales required to produce a 10% net profit      _____ 
Divided by current Overall Effective Labor Rate    ÷_____ 
= Monthly hours needed to produce a 20% net profit    =_____ 
 
Formula Part 3. 
Monthly hours needed to produce a 20% net profit       _____ 
Divided by individual technician labor hours available to sell  
Each month            ÷_____ 
= Number of technicians needed to produce a 20% net profit  =_____ 
 
Note: Technician Proficiency = hours flagged divided by hours available to flag 
We find that one of the hardest tasks a manager ever has to face is to add technicians when the 
manager does not perceive that there is any need for additional technicians. 
 
Water always finds its own level!  By this I mean, your current employees are, for the most part, 
working at a pace that suits them, not a pace that suits you.  When you add additional technicians it 
forces your service consultants to sell more.  Or in most cases simply take in more work.  It also forces 
your technicians to do a better job of looking for additional potential sales.  Think about what 
happens now.  If you will check, the days that you sell the most per repair order is your slowest days.  
Hiring additional technicians has the same effect as a slow day.  It forces everyone to do a better job 
with each sale opportunity! 
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