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Executive Summary 

Every dealership spends heavily winning a customer, through advertising, incentives, sales commissions, and 

negotiated margin, before the customer ever drives off the lot. That spend is sunk the moment the deal is 

signed. What happens next determines whether it pays off for years or evaporates within twelve to twenty-

four months. 

Retention statistics confirm the problem, but the percentages are not always directly comparable. OEMs, 

DMS platforms, and third-party studies may use different eligible vehicle populations, time windows, and 

qualifying repair orders. A manufacturer may measure same-brand units in operation in a dealer's market, 

vehicles sold by that dealer, or customers returning within a defined period. The number matters, but the 

denominator matters just as much. 

This paper argues four things: 

• Retention is hard not because dealers do not know what to do, but because doing it consistently, for 

every customer, at every stage of the relationship, exceeds what a service department's staff can 

sustain manually. 

• Incentive-driven engagement, free maintenance, factory warranty, creates the appearance of loyalty 

while the underlying relationship, trust, often goes unbuilt. When the incentive lapses, so does the 

customer. 

• The financial payback for closing the loop is large and measurable. Because fixed operations already 

carries a disproportionate share of dealership gross profit relative to its share of revenue, even modest 

retention gains compound into materially higher fixed absorption, repair order counts, and customer-

pay labor sales. 

• Closing the loop requires purpose-built automation, not more manual effort from an already-stretched 

service team. That is the specific gap NexGen Engage and NexGen Connect are built to close. 

1. The Investment Dealers Have Already Made 

By the time a customer takes delivery, the dealership has already paid to acquire them. That expenditure 

cannot be recovered by the sale itself; the return on it comes from everything after service visits, parts sales, 

the trade-in, and the next vehicle. Research from Cox Automotive, cited in recent fixed-ops industry 

reporting, found that customers who have their vehicle serviced at the selling dealership are roughly three-

quarters more likely to buy their next vehicle from that same store. That single relationship is why fixed 

operations functions as a retention engine and not merely a repair shop: a customer who keeps coming back 

for service is a customer who is still inside the sales funnel, whether anyone in the building is thinking of it 

that way. 

Fixed operations is disproportionately valuable even before that repurchase effect is counted. Service and 

parts departments typically generate a small share of total dealership revenue, yet contribute nearly half of 

total gross profit, according to fixed-ops benchmarking data compiled from Nucleus Research and reported by 

Demand Local. Every customer who defects out of the retention cycle takes a piece of the store's most 

profitable department with them. 



A Note on Retention Statistics: The Denominator Matters 

Three common views are often described with the same word: market/UIO retention measures qualifying 

service against an OEM-defined population of same-brand vehicles in a market; sales-to-service retention 

measures how many eligible vehicles sold by the dealership return for service; and service-to-service 

retention measures whether previously serviced customers or VINs return within a defined period. A DMS 

can usually show whether a known VIN returned to that store; without outside data, it may not show where 

the customer went when the vehicle did not return. 

Used vehicles expose the gap most clearly. CPO and same-brand used vehicles may be included depending on 

an OEM's rules, while off-brand used vehicles generally fall outside a franchise-brand retention calculation. 

Yet the dealership still paid to acquire those customers and still has the service, trade-in, and repurchase 

opportunity. 

For that reason, this paper distinguishes OEM/brand retention from dealership-customer retention. OEM 

reporting is useful for measuring brand capture; dealer management should also track return behavior for new 

buyers, CPO and same-brand used buyers, off-brand used buyers, and service-only customers. The goal is not 

to replace the OEM score, but to understand what it does and does not measure. For financial planning, the 

most defensible baseline is the dealer's own consistently defined retention metric. 

2. The Retention Cycle Has Seven Links, and One Broken Link Sets the 

Ceiling 

Customer retention at a dealership is not a single event; it is a closed loop that begins once, at the sales-to-

service handoff, and must then sustain itself indefinitely. The cycle can be described in seven stages: the 

handoff itself, an incentive to return, an easy path to schedule the next visit, a service experience strong 

enough to drive a high CSI score, honest communication of recommended services, ongoing trust-building 

between visits, and timely reminders and notifications. 



 

Figure 1. The seven-stage customer retention cycle. Failure at any single link raises the risk of defection across the entire loop. 

Stages two through four tend to run reasonably well, because they are transactional and happen while the 

customer is still physically in the building: an incentive offered at the point of sale, scheduling handled at the 

service counter, and an experience shaped by advisors who are actively trained on CSI. Stage one, the handoff 

itself, looks like it belongs in that same group, but in practice it is one of the most mismanaged steps in the 

entire cycle, for reasons specific to the moment it happens rather than any lack of good intent, discussed in 

Section 7. Stages five through seven, recommending future service, building trust, and sending reminders, 

happen between visits, when the customer is out of sight entirely. That is where most dealerships have the 

least infrastructure, and where the infographic warning applies most literally: failure in any part of the 

retention loop dramatically increases the risk of customer defection, and the handoff and the between-visit 

links are where failure is most common and least visible. 

3. The CSI Myth: Why a Great Visit Does Not Make a Loyal Customer 

Most retail relationships that survive on loyalty do so based on frequently. A customer decides whether they 

trust a grocery store, a coffee shop, or a gym largely through repetition, dozens of small interactions a year 

that either reinforce the relationship or erode it. Vehicle service does not work that way. A typical owner 

needs their vehicle serviced two or three times a year, sometimes less. That is the entire relationship, 

measured in visits: two or three data points spread across fifty-two weeks, on which the dealership must build 

something durable enough to survive eleven or twelve months of silence in between. 

Dealers have responded to that constraint by pouring resources into the handful of hours a year the customer 

is actually standing in front of them: advisor training, CSI-linked pay plans, faster write-ups, better waiting 

rooms, and loaner vehicles. It works. Individual store CSI scores can and do run high. But that is where the 



mistake happens: dealers routinely treat a high CSI score as evidence of loyalty, when a CSI score only 

measures how a customer felt about the transaction they just finished. It says nothing about the other three 

hundred and sixty-some days a year when the customer is not thinking about the dealership at all, and it is 

those days, not the visit itself, that decide whether the customer comes back. 

A dealership can score 95 on every CSI survey it sends and still watch the customer leave, because loyalty is 

not decided at the counter. It is decided in two places a CSI survey never measures: whether the customer 

believes the advisor is telling them what the vehicle actually needs, rather than simply reading a menu at 

them, and whether that recommendation felt like a sale being made or a problem being explained, which is 

stage five of the cycle, and whether the dealership gave the customer any reason to think well of it during the 

months it was not asking for anything at all, which is stage six. Both are trust judgments, not satisfaction 

judgments, and a customer can render both without ever setting foot back in the service drive. 

The incentive cliff described in the next section is what that gap looks like in practice: a customer who was 

satisfied, by every CSI measure, on every visit, and who still leaves the moment the subsidy that had been 

masking the missing trust runs out. 

4. The Incentive Cliff: Why Coming Back Once Is Not the Same as Coming 

Back Always 

A common pattern illustrates the problem. A dealer offers a free oil change to induce the first service visit. 

The customer's factory warranty then requires further visits, so the relationship appears healthy for a year or 

two on the strength of an obligation the customer did not create and cannot control. Then the warranty 

expires. Industry reporting citing Automotive News data puts customer defection to independent shops as 

high as the high seventies, in percentage terms, within twelve months of warranty expiration. The dealership 

loses the majority of a customer base it spent real money to acquire, not because the service was bad, but 

because nothing was ever built to replace the incentive once it disappeared. 

Complimentary maintenance programs make the same point from the other direction. Performance 

Administration Corp data reported in industry research shows retention rates climbing from an industry 

baseline near one in four customers to roughly two in three while a complimentary program is active, a 

substantial lift. But a subsidized visit is still an externally funded version of the first four stages of the cycle: 

handoff, incentive, scheduling, experience. It does not, by itself, build the Recommend, Trust, and Remind 

stages that keep a customer coming back once the subsidy ends. Warranty coverage and complimentary 

maintenance buy a dealership time. They do not buy loyalty unless that time is used deliberately to build the 

relational stages of the cycle rather than simply administering the transactional ones. 

5. Why This Is a Structural Problem, Not a Discipline Problem 

It is tempting to treat broken retention as a training issue: remind advisors to build rapport, ask them to follow 

up personally, add a line item to a checklist. That approach fails for a simple operational reason. A service 

advisor managing a full board of repair orders has no spare capacity to track which of several thousand active 

customers is approaching their next service interval, which one deferred a repair two visits ago, or which one 



has not heard from the dealership in months in a way that has nothing to do with asking for money. This is 

especially acute for growing multi-store dealer groups operating with a limited marketing budget and reliant 

on referral networks and pilot relationships rather than large in-house marketing staff, where the between-visit 

stages of the cycle have no natural owner on the org chart at all. 

Published retention rates often appear to range widely partly because OEMs, DMS platforms, and third-party 

studies measure different customer populations and time periods. The operational conclusion is more 

consistent than the percentages: the recommend, trust, and remind stages require a timed, individualized touch 

for every active customer, continuously. That is fundamentally a systems problem rather than a willpower 

problem. 

6. The Payback: What Getting It Right Is Worth 

The financial case for closing the loop rests on data the industry has already measured: 

• Retention math compounds. A 5% increase applied to the dealer's existing customer-pay repair-order 

volume can create a meaningful financial gain. The model below applies that 5% directly to the 

estimated annual customer-pay RO count; it does not convert a five-percentage-point change in a 

retention rate into a larger relative increase. 

• Retention is cheaper than acquisition. Industry estimates cited in recent fixed-ops research put the 

cost of acquiring a new customer at up to ten times the cost of retaining an existing one. Every 

retained service customer is, in effect, acquired for free compared to what it would cost in advertising 

and incentives to replace them. 

• The between-visit channels themselves carry strong measured returns. Personalized service reminders 

and non-transactional communication show meaningfully higher open and click-through rates than 

generic messages, and email-based retention communication specifically has been reported to return 

roughly forty dollars in revenue for every dollar spent, among the highest-ROI activity available to a 

dealership of any kind. 

What a 5% Increase in Customer-Pay RO Volume Is Worth 

The table below applies NADA's published 2025 repair-order and customer-pay averages to a single, typical 

franchised store, then calculates a 5% increase from the store's existing customer-pay repair-order count. 

Warranty repair volume is not included in the uplift because warranty claims are driven by covered repairs, 

recalls, and related programs rather than by an improvement in ordinary customer retention. Any dealer can 

substitute its own customer-pay RO count and average customer-pay RO value to produce a store-specific 

figure. 

Metric Illustrative Value 

Total repair orders per store, per year (NADA average) ≈16,000 

Customer-pay share of repair order volume ≈60% 

Estimated customer-pay repair orders per year ≈9,600 



Metric Illustrative Value 

Average customer-pay repair order (NADA, mid-2025) $470 

Estimated annual customer-pay revenue ≈$4.5 million 

Illustrative increase in customer-pay RO volume 5% 

Additional customer-pay repair orders per year ≈480 

Additional customer-pay repair orders per month ≈40 

Incremental annual customer-pay revenue ≈$226,000 

Blended customer-pay gross margin (industry range 45%-55%) ≈50% 

Incremental annual gross profit, single store ≈$113,000 

Incremental annual gross profit, 5-store group ≈$564,000 

Table 1. Illustrative impact of a 5% increase in existing customer-pay repair-order volume. NADA 2025 averages are used for total RO volume, 

customer-pay share, and average customer-pay RO. Warranty and internal ROs are not counted as retention-generated uplift. Substitute your own 

store metrics for a precise figure. 

The math is deliberately conservative. It assumes no increase in average repair-order value, no uplift in 

warranty repair volume, and no reduction in acquisition or marketing spend. It counts only a 5% increase in 

the customer-pay ROs the dealership already generates. For a single store, that improvement is worth 

approximately $226,000 in annual revenue and $113,000 in annual gross profit. For a five-store group, the 

same improvement is worth approximately $564,000 in annual gross profit, without spending additional 

marketing dollars to replace customers who would otherwise have defected. 

7. Closing the Loop Requires Tools, Not Just Intent 

Once the handoff and the between-visit stages are structurally under-resourced rather than merely neglected, 

the solution follows directly: automate exactly those stages without adding headcount, rather than asking an 

already-stretched service team to do more by hand. 

Why the Handoff Breaks, and What Engage Does About It 

The sales-to-service handoff is supposed to happen at delivery, but delivery is frequently the worst possible 

moment for it. Two things usually work against it. First, timing: a meaningful share of deals close in the 

evening, after the service department has already closed for the day, so there is no one from service in the 

building to make the introduction in person. Second, fatigue: by the time a customer reaches delivery, they 

have typically just finished negotiating the price of the vehicle in sales and then sat through a separate 

presentation of products and protection plans in F&I. Whatever patience remains at that point is thin, and the 

customer's overwhelming priority is to sign, take the keys, and enjoy the new vehicle. Introducing a third 

money conversation, this time about service, at that exact moment competes for attention the customer does 

not have left to give. 

NexGen Engage was built around that specific insight. Rather than forcing the handoff into the delivery 

moment, Engage sends a personalized video message from the Service Director the day after delivery, once 



the customer is home, has had a chance to enjoy the new vehicle, and is no longer in a negotiating posture. 

The message introduces the service department in the Service Director's own voice, sets expectations for what 

ownership will involve, and invites the customer to set up their first service appointment directly, particularly 

when that first visit is complimentary. The handoff becomes a warm, documented moment that happens on 

the customer's own terms, instead of a rushed introduction competing with F&I paperwork. 

What Actually Builds Trust 

This is the CSI myth from Section 3 made concrete. The traditional tool for stage five, communicating 

recommended services, is a printed menu and an advisor who is short on time. The customer is shown a 

service and a price and is implicitly asked to take the recommendation on faith, because there is rarely time in 

a busy service drive to explain the mechanical reason behind it or what happens if the work is deferred. That 

approach can move repair orders and still score well on a CSI survey, because CSI measures whether the visit 

went smoothly, not whether the customer believed the recommendation. It does not build trust; it simply asks 

for it. 

There is a second dimension to this that has nothing to do with whether the recommendation is correct: how it 

lands. A customer can be given technically right recommendation and still walk away feeling pushed, because 

pushed is a function of manner, not accuracy, and a rushed advisor can be perfectly polite and still create that 

feeling. The clearest signal a customer reads as salesy is being told what they need without being shown why. 

An advisor who says the brake pads are down to three millimeters is stating a fact the customer has no way to 

evaluate on their own. An advisor, or a photo, that shows the actual worn pad next to a new one lets the 

customer reach that same conclusion themselves, and a conclusion a customer reaches on their own reads as 

information, not as a pitch, even when the price attached to it is identical. 

NexGen Connect is built to carry that explanation instead of asking the customer to take it on faith, and to 

carry it in a way that shows rather than tells. For factory-scheduled maintenance, Connect delivers the same 

information already sitting in the owner's manual, a document almost no owner ever opens, but does so at the 

moment it becomes relevant, in plain language, tied to the customer's specific vehicle and mileage. For 

dealer-recommended services, Connect adds photos of the customer's specific vehicle and its specific issue, 

not a generic stock image of what that service covers in general, alongside a plain-language explanation of 

both the need for the service and the benefit of having it done. The customer is evaluating evidence about 

their own car, not accepting an advisor's word for it, and whether that moment feels pushed or feels informed 

is decided by that difference, well before anyone says a price out loud. In effect, Connect functions as the 

service advisor in the customer's pocket, available to make that case on the customer's own time, without 

competing for the advisor's attention on a busy service drive. 

 

 

Between-Visit Communication and Community Perks 

The most neglected link in the entire cycle is also the simplest to describe what a dealership says to a 

customer when nothing is due. When every message a customer receives amounts to some version of, we 

need you to come spend money, even when that is never said outright, that is how it is read, and the customer 



eventually tunes the channel out entirely. A handful of genuinely non-transactional messages a month changes 

what the relationship feels like. It stops reading as a sales channel and starts reading as evidence that the 

dealership is paying attention to the customer, not just to their wallet. 

NexGen Connect automates exactly that kind of message: a birthday greeting, a short explainer on how a 

feature or system in the customer's own vehicle works, an introduction to service staff, and updates on the 

dealership's community involvement. NexGen calls one category of this messaging Community Perks: offers 

from nearby retail partners, a free car wash from a local business, for example, delivered through the same 

non-transactional channel. It works as a genuine two-way arrangement: the dealership's customer receives 

something of real value with no transactional ask attached, and the local partner gains exposure to a qualified, 

local customer base. Neither side is selling anything to the customer in that moment, which is exactly why the 

message gets read instead of tuned out. 

Neither Engage nor Connect replaces the advisor relationship built inside a visit. Both exist because the stages 

of the cycle that happen outside a visit, the handoff, the trust-building, and the reminders, cannot depend on 

any one person remembering to run them for any one customer, for as long as that customer owns the vehicle. 

Conclusion 

Retention rarely breaks at the visible, transactional stages of the customer relationship. It breaks at the 

invisible, relational ones, the stages that happen after the customer has left the building and before they have 

any obvious reason to come back. Those stages are, by their nature, difficult to run manually at scale. Because 

OEMs, DMS platforms, and third-party studies do not all calculate retention the same way, a dealer should 

judge progress against its own consistently defined baseline while using OEM reporting as a complementary 

view of brand capture. The payback for closing the gap is still large and measurable. What remains is the 

operational question every dealer ultimately has to answer: which of the seven links in the cycle is breaking 

first, and what would closing it be worth in fixed absorption over the life of every vehicle already sold. 
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