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 Profit matters HOW DO YOUR NUMBERS LINE UP?

Photo: Getty Images/Jupiterimages

How’s business? Are things 
back to normal or at 
pre-recession times 

in your shop? Do you really know? I 
mean do things “feel” better? More 
importantly, how do the numbers look? 
That is where we  really can see how 
things are compared to pre-recession 
figures, providing that you know what 
numbers to look at. You do look at the 
numbers of your business, don’t you? 
Or are you running your shop based on 
pure emotion?

Let’s listen to a successful shop 
owner, Rick Johnson, who works on 
his business, not in it. Johnson has a 
second-in-command who runs the day-
to-day operations of his shop. He also is 
an ATI coach who has helped hundreds 
of shop owners drive profits and dreams 
home to their families. Here is his story.

Let’s talk about some particular num-
bers that are important to running your 
shop. Being a shop owner myself, I know 
the number that I like to look at first is 
net operating profit on my profit and 
loss statement (P&L). But so many dif-
ferent things go into making a positive 
net operating profit that we really must 
try to understand some of the numbers 
behind getting there in the first place.

Labor Hours per Ticket
We like to see 2.5 hours of labor sold per 
average repair order (ARO) as a model. 
To find out how many hours you have, 
take the labor hours sold every week 
and divide it by the weekly car count. 
That will give you your hours of labor 
sold per ARO. Anything 1.5 hours or less 
per ARO means that you don’t have a 
service advisor, you have an order taker, 
and that needs to be fixed. 

In today’s world with cars made much 
more reliably, we must have advisors 
who recommend and ask for mainte-
nance sales along with the repairs that 

are needed. Are your advisors looking 
for maintenance recommendations by 
mileage? Are they asking for shock and 
strut sales, timing belt sales, tune-ups 
and fluid exchanges? If not, they need 
to be, or you will have some slow days 
and low hours per repair order. Aim for 
30 percent of your weekly sales to be 
maintenance sales.

emotional figures
Are your service advisors selling or just listening to customers?
by Chris “Chubby” Frederick  |  Contributor

Scan this QR Code to get more on 
your smartphone. Or visit 
MotorAge.com/ProfitMatters512

get a free scan tool app at: 
www.scanlife.com



   
searchautoparts.com  15

  MotorAge.com/ProfitMatters Find more ways to examine your financials

To reach this number, it is crucial to 
have excellent courtesy checks or vehi-
cle inspections from the techs as well. 
Excellent means they can’t be pencil 
whipped or just fill-in-the-blank. The 
inspection form must be one that is 
very thorough and has the technicians’ 
buy-in as well. 

The service advisor needs a very 
good inspection with all needed repairs 
and maintenance recommendations so 
that they have something to sell. At 
ATI, we recommend that 75 to 90 per-
cent of the vehicles that go through the 
shop every week get a good courtesy 
check or vehicle inspection. 

Average Repair Order 
The service advisor needs to get the 
mileage and ask a few simple mainte-
nance history questions when the cus-
tomer drops off the car. They also have 
to have maintenance brochures avail-
able to them, to help show the customer 
the need for and value of maintenance 
items. This will lead to more labor hours 
sold per ARO, a better-maintained car 
for your customer and increased cus-
tomer satisfaction. 

Another number that is important to 
know is your ARO dollars. We recom-
mend that you have a $350 ARO. That 
is not only our recommendation, but 
AAA has a lot of data to back this up 
as well. So how do we get to a $350 
ARO? It starts with knowing another 
simple number and tracking it as well. 
That number is the size of your average 
estimate. If your estimate is $350 you 
will never have an ARO of $350. Why? 
Simply because no one sells everything 
they offer or ask for, that’s why. 

Average Estimate
So what should your average estimate 
be? It depends on your shop’s demo-
graphics to some point, the age of your 

average customer’s car, the mileage 
they drive and the level of neglected 
maintenance. One thing is for sure: 
the average age of your customers’ cars 
is at record highs, and this is going to 
increase the size of your estimates. 

Most full-service shops that we work 
with believe that the proper size of 
your average estimate should be right 
around $1,500, obviously varying by 
the year/make/model of the car. By con-
verting oil changes to “K” services and 
asking for other factory-recommended 
maintenance by mileage, this is a very 
realistic number to shoot for. 

If we find we have 1.5 hours of labor 
sold per ARO, what do we do? I would 
start with letting the advisors know 
that the goal is 2.5 hours and equip 
them with the tools and training to be 
able to hit that number. I would also 
recommend that you review your vehi-
cle inspection process. You can’t expect 
what you don’t inspect, right? These 
are measurable items that need to be 
tracked on a daily basis. The good news 
is that you can request a very simple-
to-use form called the Daily Tracker 
that will help you track all of these very 
important numbers. 

And now here is a real scary subject: 
How long has it been since you have 
adjusted your labor rate? I know that 
sounds scary, and with unemployment 
and all the high gas prices, etc., you 
might be hesitant to want to do that. 
But whether you like it or not, things 
have not gotten cheaper for you with 
utilities, insurance, marketing and on 

and on. If you need to raise it, then I 
recommend that you raise it. 

Being a shop owner is not for the faint 
hearted, is it? But again we can’t run a 
shop on emotions, can we? We have to 
run it by the numbers if we want to be 
successful. All too often I talk to shop 
owners who tell me that they feel like 
they are doing pretty well and they 
think their service advisor is doing a 
pretty good job of selling. Then we look 
at the numbers and we find major prob-
lems that need to be fixed. The numbers 
don’t lie; they tell it like it is. 

No one ever went out of business 
because they set their goals too high 
and just missed. But far too many have 
gone out of business because they set 
their goals too low and hit them. 

Do you know what your numbers 
are? If not, go to www.ationlinetrain-
ing.com/2012-05 and request your own 
copy of the Daily Tracker. Once you 
know where you are, you can set your 
compass to do better. 

“What is the easiest way to increase the shop labor on the average 
repair order? The answer is simple: Focus on your shop labor on the 

average estimate.”

Chris “Chubby” Frederick  [ATI CEO]
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Free Video Reveals…

The Secrets of Getting
Customers to Say “Yes”
• How some shops are able to charge more money for 

the same repair (and while creating happier customers.)

• What today’s best customers are looking for when 
they decide who to choose to repair their automobile. 

• Step-by-step outline of how to present your repair 
findings to get more customers to buy the repair.

To give back to the auto repair industry Chubby is making this online
training video available for free, visit www.ationlinetraining.com/629
for immediate access. This free video is available for a limited time only.


