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Not our fault, dealers say
GM’s decision last week 

to cut 1,100 dealers, includ-
ing Daniels Chevyland in 
the Springs, is the culmina-
tion of an argument GM, 
Chrysler and Ford have long 
made: They have too many 
dealers, said Jackson, execu-
tive director of the Colorado 
Automobile Dealers Associa-
tion.

 The automakers say they 
need a smaller dealer net-
work, much like Honda and 
Toyota, that allows each 
dealer to make more sales 
and more profit, generating 
money to reinvest in their 
dealerships.

That was the rationale of 
Chrysler when it asked a 
bankruptcy judge for permis-
sion to end franchise agree-
ments with 789 of its 3,300 
dealers, including Lithia 
Chrysler-Jeep in Colorado 
Springs and a Jeep store in 
Denver owned by Phil Long 
Dealerships, which is owned 
by a group of investors in 
Colorado Springs. Chrysler 
wants those dealers to stop 
selling its vehicles by June 
9.

Jackson said dealers be-
lieve the market should win-
now out underperforming 
dealers, as has been happen-
ing for years.

Fifty years ago, with Asian 
automakers entering the 
market, 50,000 dealers were 
in America, he said. By the 
start of this year — with a 
U.S. population that had 
grown almost 50 percent, 
with domestic automakers 
holding only about 50 per-
cent of the market share, 
and with a decade of declin-
ing new-car sales — there 
were about 19,000 dealers.

Besides, said Jackson and 
Winslow, dealers don’t be-
lieve they are the cause of 
automakers’ woes. They 
maintain they cost manufac-
turers very little, if anything  
— and in fact generate the 
revenue automakers so des-

perately need.
Jerry Colten, owner and 

general manager of Colo-
rado Springs’ only Hummer 
franchise — a brand GM 
wants to sell or stop mak-
ing — said he understands 
the carmaker’s desire to re-
duce the number of dealer-
ships in the nation. But he 
doesn’t understand why that 
strategy has become a prior-
ity over decreasing expenses 
involved with pension, med-
ical and retirement plans for 
auto workers.

“All have to be reduced be-
cause American cars need 
to be priced no more or less 
expensive than Asian cars, 
while at the same time mak-
ing a profit,” he said.

GM may be taken to court
It’s unclear whether GM’s 

plan will even work, said 
Jackson and local economist 
Fred Crowley, senior econo-
mist with the Southern Col-
orado Economic Forum.

Jackson said Colorado, like 
many other states, has laws 
protecting businesses, like 
auto dealers, that hold a fran-
chise agreement. He said the 
letters from GM may not be 
worth the paper they’re writ-
ten on if challenged in court, 
as dealers have threatened 
to do. Targeted GM dealers 
can appeal the automaker’s 
decision.

Jackson and Colten think 
that legal uncertainty alone 
may force GM to seek bank-
ruptcy protection, maybe 
as early as the first week of 
June.

“If and when they file 
bankruptcy,” Jackson said, 
“you could say all bets are 
off. We’re all aware that fran-
chise laws are somewhat di-
minished (in bankruptcies), 
we just don’t know to what 
extent.”

Crowley said it also re-
mains to be seen if fewer do-
mestic dealers will result in 
stronger automakers.

“Conceivably, the loss of 
several dealerships could 
mean less competition and 
higher prices, but it could 
also mean higher sales vol-
ume per dealer and greater 
efficiencies for dealers, who 
could pass along those sav-
ings to customers,” he said. 
“Although the strategy by 
the manufacturers is to re-
duce discounting resulting 
from competition among 
dealers, that strategy may 
not work.”

Crowley said the Pikes Peak 
region has benefitted from a 
surplus of dealers. Accord-
ing to the U.S. Census Bu-
reau’s County Business Pat-
terns publication for 2006, 
El Paso County had 49 new 
vehicle dealers with 2,652 
employees.

He said there are two or 
three more dealers than 
would be expected with 
this area’s population. That 
must mean, he said, people 
from outside the Springs 
area are traveling here to 
buy cars.

With the loss of Lithia 
Chrysler-Jeep, Daniels 
Chevyland, both Saturn 
dealers — a brand GM 
also wants to close or sell 
— and Phil Long Mitsubi-
shi, which closed this year, 
Crowley estimates the di-
rect economic impact could 
total 130 jobs paying about 
$50,000 each.

Pinch felt all around
General Motors’ decision 

to end its franchise agree-
ments with 1,100 of its 6,300 
or so dealers was the most 
obvious — but certainly not 
the only — indication that 
tumultuous times have de-
scended upon the auto in-
dustry.

The recession has had its 
impact not only on domestic 
brands but even on foreign 
automakers admired for 
their efficiency and profit.

Toyota Motor Co. saw April 
sales slide 42 percent from 
the same month a year ago.  
Honda Motor Co. saw its 
U.S. sales in April drop 25 
percent, and Nissan Motor 
Co. was down 38 percent, ac-
cording to industry reports.

All told, U.S. auto sales fell 
34 percent in April over the 
same month a year earlier.

Those dramatic reductions 
have played out locally: 
There were 2,654 fewer new 
cars titled in El Paso County 
from January to April com-
pared with the same period 
last year, a 37 percent drop. 
Last year, new car sales were 
22.4 percent below levels in 
2004 and 32 percent below 
2001 levels, according to a 
quarterly market update by 
economist Crowley.

The market contraction 
has resulted in closures and 
consolidations among all 
dealerships.

Colten plans to close the 
city’s only Hummer fran-
chise this year and convert 
the building at the Chapel 
Hills Auto Mall into a Volk-
swagen dealership. 

Phil Long Dealerships re-
cently closed two of its five 
Saturn stores — one in Den-
ver, the other in Pueblo. It 
sold a Kia franchise and is 
selling a Mitsubishi fran-
chise. Phil Long, also con-
solidated its Suzuki stores in 
Denver.

The company has 15 deal-
erships, all but one in Colo-
rado. Phil Long’s staff has 
shrunk from 1,100 to 800 
employees, said Jay Cimino, 
chief executive of Phil Long 
Dealerships.

“From an industry stand-
point, there’s never been 
anything like this,” Cimino 
said.  “The landscape will 
change dramatically.”

“What happens in lean 
times is that franchises shed 
a lot of people who don’t 
have the talent for it, the 
guts for it, the passion for 
the business,” he said. “You 
end up with dedicated em-
ployees with a great deal of 
passion. Our company will 
be stronger for it.”

Dealers said they’re also 
adapting to the economic 
realities of their customers, 
with used cars now becom-
ing the staple for dealer-
ships.

Phil Long’s stores used to 
sell one used car to one new 
car, Cimino said. That ratio 
has changed to two used 
cars to one new, he said.

Solon, the Kia dealer, reck-
ons dealers’ ability to adapt 
will help them prevail.

“The industry will sur-
vive,” he said. “There will 
be different brands and ve-
hicles available and places 
to buy them and get financ-
ing.

“I’ve been doing my mar-
ket research to see if anyone 
is out there riding a horse 
and since I don’t see that, I 
think our business will sur-
vive.”
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chicken-souped up 
models selling now

With new-car sales beyond 
slumped, what’s a salesman 
to do?

Cheer about what’s going 
right.

That’s what happens every 
week at most car dealers 
in town during sales meet-
ings, where the pep rally 
atmosphere is loud enough 
to drown out the bad news 
about the floundering auto 
industry and keep the staff 
enthusiastic about moving 
cars off the lot.

Although dealers have been 
having motivational meet-
ings for years, there’s urgen-
cy to the message now. 

The multicar pileup the in-
dustry experienced last year 
is continuing. There were 
2,654 fewer new cars titled 
in El Paso County from Jan-
uary to April over the same 
period last year. That’s a 37 
percent drop.

Falling car sales across 
the nation, federal bailouts, 
Chrysler’s bankruptcy and 
General Motors’ looming 
June 1 government deadline 
to restructure the compa-
ny, though, are the outside 
world.

Inside dealerships, there’s a 
job to be done. Money to be 
made. Families to support.

“They’re on stage; if they’re 
not smiling when the cus-
tomer walks in the door, 
the customer’s not going to 
be smiling,” said Todd Hille-
boe, general manager of Phil 
Long Ford in Motor City.

At a recent Friday morning 
meeting for Phil Long Ford’s 
30 salespeople, the upcom-
ing weekend activity is the 
focus. About 50 percent of 
business occurs on Fridays 
and Saturdays, Hilleboe 
said.

There’s hype about current 
radio, television and news-
paper promotions the dealer 
is running. The manufactur-
er’s strengths are talked up.  
The attributes of the dealer-

ship, its support for employ-
ees and the community get 
mentioned. And the benefits 
of Ford vehicles are driven 
home.

“The glass is always half-
full. We don’t want to hear 
anything negative,” new car 
sales manager Brent Hall 
tells the group.

There’s a lot of clapping 
and shouting.

The fact that Ford Motor 
Co.’s U.S. sales topped Toyota 
Motor Co.’s last month draws 
another round of applause.

“The industry’s down 
37 percent year-over-year. 
Who’s down the least? Ford!” 
Hall shouts.

Mike Cimino, who man-
ages three Phil Long Ford lo-
cations, stands and acknowl-
edges that “there’s a lot of 
bad news out there.”

His own stores have not 
been immune: Sales at Phil 
Long Ford in Motor City are 
down from the 2004 high 
of 400 new and used cars a 
month to 250, he said.

“But we’ll fight and turn it 

around. There’s a lot of op-
portunity out there,” he tells 
his people.

When times get tough in 
the industry, car dealers re-
turn to the basics of their 
business, said Jay Cimino, 
chief executive of Phil Long 
Dealerships.

“You make sure you take 
care of the customer. You 
make your calls. You fol-
low up on sales. You learn 
to keep your ear tuned to 
the future, but you focus on 
what you’re doing today, and 
today will take you to tomor-
row,” he said.

Most of the more than 1,000 
local salespeople at new-car 
franchises work on commis-
sion only, unless they’re in 
training. Some dealerships, 
like Phil Long, offer incen-
tives and pay a basic wage 
if a salesperson has a really 
bad month.

Some months are better 
than others, Cimino said, 
but for the most part, sales-
people are professionals who 
know how to sell.

“The industry may be 
down nearly 40 percent, but 
the great salespeople don’t 
see a 40 percent decline in 
their income,” he said. 

To ensure that salespeople 
have a fair shot at mak-
ing a living, Jerry Colten, 
owner and general manager 
of Al Serra Chevrolet-VW-
Hummer, adjusts his staff to 
match market conditions.

“We’ll have 10 salespeople 
if we’re selling 100 vehicles 
a month, 20 if we’re selling 
200,” he said. He has 12 to 
14 working the floor at each 
store now to handle the 150 
new and used cars each loca-
tion is selling.

“We pump our people up 
by keeping the right number 
of salespeople, giving them 
reasonable hours, offering a 
nice place to work and pro-
viding a strong service, parts 
and body shop,” Colten said.

Hap Norris, who has sold 
cars at Al Serra Chevrolet 
South for 19½ years, said 
his dealership’s weekly sales 
meetings also help keep at-

titudes upbeat and improve 
sales techniques and knowl-
edge about the cars on the 
lot.

“Sales is sales,” he said. “It’s 
all about customer service, 
being friendly and treat-
ing people like you’d like to 
be treated. You have to give 
them what they need and 
want. People are still buying 
cars.”

Mike Cimino sees reason 
for optimism, as more troops 
arrive at Fort Carson in June 
and July, closures and con-
solidations of dealerships 
open up more market share 
and the economy climbs out 
of the recession.

The new-car market also 
is expected to get a boost 
from discounted prices, gov-
ernment tax incentives and 
manufacturers’ incentives 
and rebates, experts say.

Which leads Jay Cimino, 
the consummate salesman, 
who’s been in the auto busi-
ness since 1965, to declare: 
“There’s never been a better 
time to buy a car.”

keeping staff motivated, 
focusing on good news 
helps sustain auto sales

by DEbbIE KELLEy
debbie.kelley@gazette.com
—

Brent Hall, the new car sales manager at PhiL Long Ford, 
led the weekly sales meeting Friday. He kept his message 

positive and told members of the dealership’s sales staff 
that they are expected to remain upbeat as well.

KEVIN KRECK, THE GAZETTE

classical
academy
subject to
oversight

Academy School Dis-
trict 20 will keep a clos-
er eye on The Classical 
Academy and is requiring 
the charter school to de-
velop procedures to han-
dle complaints from stu-
dents, parents and staff 
members in a fair, legal 
and timely manner.

In a two-page letter sent 
Friday to the Colorado 
Department of Education, 
D-20 Superintendent 
Mark Hatchell said TCA 
must submit a plan to the 
district by July 1 to show 
how it will provide such 
things as annual staff 
training on requirements 
for mandatory reporting 
of sexual and physical as-
sault and child abuse, as 
well as a process for han-
dling complaints of bully-
ing and discrimination.

It also requires TCA to 
create a “fair and open 
election system for the 
TCA board of directors, 
including publication of 
the official results” and to 
pay for an independent 
audit done by a firm se-
lected by the district.

Once those measures 
are in place, TCA must 
provide monitoring re-
ports to the D-20 board 
each January and July, 
so the district can ensure 
the school is safe; resolves 
conflicts in a responsive 
and nonretaliatory man-
ner; maintains open re-
cords; and has sound fi-
nancial practices.

The district will send 
an administrator to oc-
casionally observe TCA 
board meetings and will 
invite TCA staff to train-
ing and development 
events it holds.

D-20’s action was in re-
sponse to a consultant’s 
report, issued earlier this 
month, that criticized 
TCA’s handling of com-
plaints about racism and 
religious intolerance. 
The report concluded 
that, while the school has 
high academic achieve-
ment, the “investigation 
revealed major areas of 
concern about manage-
ment, safety and security 
of students.”

The CDE directed the 
investigation after par-
ents complained the TCA 
board was not address-
ing problems and shut 
out parents who brought 
them forward.

After receiving the con-
sultant’s report, the TCA 
board vowed to work co-
operatively with D-20 to 
develop a plan of action. 
However, it also ques-
tioned whether some of 
the findings were sup-
ported.

D-20 spokeswoman Na-
nette Anderson said the 
district didn’t consult 
with TCA in developing 
the plan submitted to 
CDE. The district received 
notice from CDE later Fri-
day that its plan met the 
state’s expectations.

As part of its regular ac-
creditation requirements, 
the district must also pro-
vide CDE with assurances 
that there is “safe learn-
ing environment” at all 
of its schools, including 
TCA, by June 1.

Hatchell’s letter was 
sent to the TCA adminis-
trators and board mem-
bers Friday.

“We do expect a posi-
tive working relationship 
from here on out, with 
positive outcomes for the 
charter school,” Anderson 
said.

TCA President Mark 
Hyatt  said he welcomes 
the additional oversight 
and increased access to 
experts within D-20.

He said the directives 
include things TCA has 
implemented in recent 
weeks, and TCA will up-
date the district on what 
it has done and what re-
mains to be done when it 
reports back formally on 
July 1.

—

Call the writer at 636-0251.

by Sue McMillin
sue.mcmillin@gazette.com
—

More oNLINe
For more school news, go to 
 www.gazette.com/education�.
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