April 18, 1%1s

FEImO TO: Bob Mecherle
FROM : Bop McClanahan

RE : First Three Days ¢! Audatex Aftetmarket Par: locetar
Experience-=-Afterrarke: Body Pares Association Annual
Meeting-~~Projecsed Future Locator Aasules

“his memo will confirm my ciitussions with you of April 1%, 1srs
and give you more detail.

“he first ehrae cays of Audazex Aftarmarket loceter {the wecpns
Phase of the Threws Stage Part locater| have developed ouTstanding
#nd unusual resgyles. in tne Lanham (Maryland) and Afnnardsle
(Virginia) cffices., over three days:

=== Processed 220 esrinstax,

=== Lecated one eor mose afcermarket parts on l12s eXtiatey,
O a hit ratic of $5.)% per estimate,

=== Oeated 279 separate PETEE, OF & ratio eof 1,22 parta
per eztimate.

=—— Saved a total of 59,207, «——Audatex has & method eof
computing the exact savings by COMPATring the afeer.
market price agains: She Q.L.M. price. ExTly resules
inrdicate an Average savings of some £33 4 part.

~== This works ocut to a $1.333 a day Ssavings for each
ofifice.

The systen iz very simple. Anytine an sstimater puts a nev pare
On AN estimate that has an afternsrkee eguivalent, the computer
compares. the A/M price to the C.E.M. price and Puts the lowes:
Price on the sltimage . ~=~Thp EYITEW 4lS0 tfompares the various
Pricez ©2f all the aftermarket distributors, ingserting the lewes:
FTice of thisx GToup and inclsdes the namae, sddress and phone
Runber of the *low prics® distribetor.

Audatex has a "mot line” for the diseributers ep enter new

Prices, to add new parts and te detlete parts that are ocur of
stock,

Audatex will delete any supplier furnishiny pogr quality pares or

whe faile em Promprly (within 48 hourg) deliver a part statec 9
be availapia,
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Audatex and the afrermarket Sody Partzs Asseciatien have signed ar

exclusive
tery.

coRtTACT to develop the critical massg of PArt invene

All the ®ground rules® for tais ByEtea have Been discussed with
the Association (by Ed Molkenkuhr of Audstex and mnel over the

PASt two years. Thay were covered agair et the asnual Associs-
tien mewting this past wesk. There i3 greaxt concarn among the
distributors that they will not receive their individual *fair

share* of
that chey

the market. I made the specific points at the meeLing
are invelved in a highly coapetitive buziness, thae

Fiicing has rot been and can never be discuzsed by anyone and
that thers is resson to believe that the aftermarket industry

will have

difficulty mesting the demand for these parecs.

The "numbers” on pares fnund and SAViNgS AT® Qoing to vYery darisg

the early

Cays of implementing this Tystak. My predictions are:

We will develop & *hit zatic® over one Or BmeoTre partcs
being found on 50V to €58 af cur eEtimitat=== maky .
two assumptions: 1) We will continue to adé aore and
hHore pATtE to the A/M total inventory. 2} wWe must qe
€6 a JOON usage of Audatex (or Miechellmatix, if shat
iz the ccapucsr estimacing service being used),

We will 2:ind 1.2 te 1.4 PATtS Par mEtimate.
The savings will round cut to close to $35 o part,

The total savings from the PIOgram ATe going to be sc
FTaat that I hesitate to nake an asnuval pProjection. I=
would, however. be Teascnasly safe te conclude that
when our 350 largest claim offices are fully opera=-
tional on the locstor what eash effice will show a
£1,000 to $1,500 a day savings. And, we will be able
to specifically measure the savings resultz, ever
dav " of esch individual offics.-—-This doea net include
the previously projected $100 millien annual zavings
Tem price reductions by O.L.M. to betier naet A/M
competition.

™he savings indicated are §TOSF. Dur net savings
(because we have used some A/M PArtc) should "round
out® at around 75\ to 904 of the ¢grozss number

Audatex has besn able to develop a report of the S0 Rt Used
PAYTE by stace and ravinnally, wWe will be able 1o Uee thim Zata
with the manulaceurers throuencur the world ta develop new
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Products. I have developed Perzonal ralstienships with two m&jor
Italian companies (Maxicar and Olman) and three Taiwan cComparnies
(China Agse Company, lggion and Lio Me) whe ire MOST interesced
in discussing produyee development. These afe five ©of the maseor
world manufacturers whe produce high quality parts. By workirng
with enis ‘core group®, and others will follow, our COOmPpAnY can
Continue to make &8 majar impact or tha price of collision repa:ir
PAarts., Of majer sagnificance, I am $ELLing sOme personal assure
ance cf plans toc move some producticn froe the Far Zaat and Izaly
inteo the United States, as sarly az thia BuSEeT .

Yhile I understand that there Are ubwritten corporste guidelires
on Zoreign travel. it is &y recomwmendation that you find a way to
allow the person who handles my job duties to be able to wurk in
what is obvicusly a werid BATKRT problem area.

I am alse fecommending that we estadlizh Corporate guidelines
that we yse a cowputeriznd asrinace on 100% eof all onr sstiastas
28 20cn as the lotarer service is available. (Our Annandale
office is now doing this.) ae This time, our claim offices are
tfying to second guess the System to save a 5{ charge on low iine
eseimates. By deing so, they are:

=== Losing the advantage of avoiding cowputational errors,

~+= Losing thas advantage of cutting out tha everlap and
iacluded icams.

=== Losing the Productivity advantage af leteing the
system "loek up® laper and FATT charges.

(These three major SAVings items up to this peint in

time cannot be Reasured. "herefore. many offices have

Rismanaged this valuable w00l by saving & few dellara

°f SYSE®M COSt. inAadequate elarical staffing and lit-
= erally wasted millions of indesnity dellars.)

Unless we change the fuidelines. thase offices will continue to
migmanaga the Fystam and net realize the measurable dollar
3avings from the A/N locazer pPregram,

The rwgions etill mast Txgrcise & consideralble amount of mARAGE~

Nt abllizy even thnugh trey use the system 100t of the time,
Thir would include:

Train che pegple o PToperly use the system.
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-== Majintain proper staffing of estimators (trends indicgce
4 developing overstalfang prablesl and clerical People
(0f which we Rave a present ghortage).

=== Maintain proper shop relationships (which erw Senecally
good but "pretty shaky” in many areas).

=== Rainztain proper relationmnips with A/M people, to in-
clude insuring an adequate supply of guality pares,
(Generally, cur pecple do not know the distributers
and do not unlerstand the product.)

I made these specific suggesticns at a Pennsylvanis claim mAnAGe=
ment meeting this past waek. It is my impression that there is
great regional resdiness £37 such & prodram.

I ac working vith Audatex to implemant the A/M locarsr Progoam
throvghout our eompany by the end of July. This is a substantial
undertaking. wWhile it fnvolves some 38 cities, it wil]l be mors
than 150 offices. It is expected that I will have tz "recruit®
-6 Service and Systems people to work nearly full time in this
effort frem nov into August. Our eernzoltants can bhelp buat would

net be able to make this time commicment. The rsascss for soms
urganacy include:

=== <The cbvicus incredible savings potentiasl during a
heavy losz period,

—== <Thiz systea wvorks wall., is simple to operate and
requires nzither hardware. softwvaras 0Or persornel
eEpPEnEE.

==+ WWe need a "oassive azrtsck” on the O.E.M. structure
4Tt & time wvhen they have a2 unified all-our sffors
. thot sesms to be directed toward dastroying the A/M
industry. This early end massiva capital "infusion®

int the A/M market will strengthen thes for tha long
“war® ahsacd.

Your continued support ©f the locator effort. your thoughts on
hew to handle this pending foreign travel Question, your thoughts
en how to best inplement 3 1004 Computsr estimats system (with
Avdatex or Mitchellmacix, if the latter works out) and any other
sSuggestions will continue to be appreciazed.

TS S\

BMr P



