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Mike Maroone was leaving as president of AutoNation.

Most dealers agree there is cyclical nature of the economy.
Seasoned dealers know how to ride the wave and fight the
current.

continued from page 5

“I REMEMBER WHEN I USED TO BE A MEGA DEALER”

I had the pleasure of working around him and of knowing how
corporate and dealership management regarded him.

In doing the WardsAuto analysis, I wanted to look back to how
we got to where we are today, and what the world was like
before the public mega groups evolved to where they are now.
Fortunately the WardsAuto archives are in good order, and
allowed me to do that.

His leadership was such that some great talent stayed with the
company at the expense of better opportunities.
Some of AutoNation’s great talent may be lost in the vacuum
that will be created by Maroone’s absence.

And now for some predictions.

CARS

AMC – Eagle – Rambler

IN THIS ISSUE

A second-generation dealer who joined AutoNation at the
very beginning (back when it was called Republic Industries),
Maroone was a great leader.

Last year, I predicted Van Tuyl, a mega among the megas, would
not remain a private company. Shortly afterward’s Warren
Buffett’s publicly traded investment group acquired Van Tuyl. It’s
now called Berkshire Hathaway Automotive.

1 Megadealers Leave Mark

on Auto Industry.

He was also someone who never forgot your name or your last
conversation, someone who made the world’s largest dealer
group seem personable and worth working hard for.

I had also predicted a major consolidation within the top 10.
Lithia and DCH fulfilled this prediction.

2 Predictions and

AutoNation’s Predicament
at the Top.

How AutoNation responds to losing its internal leader will be
interesting to see.

This year I see something big happening with Asbury. Its
management philosophy is poised for a merger. I see them
becoming part of something new or bigger.
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Megadealers Leave Mark
on Auto Industry
By Phil Villegas

An analysis for the 27th annual WardsAuto Megadealer 100 looks
at how grand-scale auto retailing started and where it went.

T

he growth of megadealers is significant. In the beginning of auto retailing
and for several decades afterwards, the automotive retail space was primarily
dominated by individual owners with single franchises in hometowns.

From a big-deal perspective, the
next blockbuster would have to
be Hendrick. If I were Buffett, this
would be the deal I would target.
This would be the one that would
make the most sense.

Then came the great public group consolidations of the 1990s. Skepticism greeted
their arrival. But once they got started, they’ve become a greater presence.
In 1996, megadealers represented 4% of the nation’s 22,500 franchised dealerships.
In 2014, they represented 15% of the pared-down 17,750 dealerships.

The main question is whether
Hendrick would actually sell and
whether the price would be sensible
enough for Buffett. These are two
variables I can only estimate, but
it could work. But then again, what
would be Hendrick’s motivation to
sell?

We’re

HIRING!

Hendrick has proven over the last
20 years, that if it sticks to the same
guiding leadership and acquisition
principals, it will continue to be
at the top of the privately owned
dealership groups in the U.S.

Our expansion is grounded in the core philosophy that has helped get us where we are, providing exceptional
client service. Besides professional experience requirements, we are looking for individuals who are driven
and passionate about being the best in their profession and providing the best customer experience available.
Axiom strives to be the most respected and most trusted firm in our industry, not the largest.

For the second year in a row Phil Villegas
has had the honor of writing the
centerpiece for the Wards Auto Mega
Dealer 100 article.

In 1996, megas sold 8.9% of the 15.4 million units delivered. In 2014, they sold
18% of the 16.8 million vehicle deliveries. The top 10 megadealers accounted for
45% of the mega’s 3 million vehicle sales that year.
To better understand the fluctuation of the Mega 100, consider four categories:
a) Top 10
b) 11 – 25
c) 26 – 50
d) 51 – 100

Axiom is currently searching for exceptional Tax, Audit, Valuation and Consulting individuals to be part of our
team. Please visit Career Opportunities at www.Axiom-Auto.com for more information.

Call 888-9AXIOM9
or visit www.axiom-auto.com

One last prediction. If AutoNation
is to remain No.1, it must readjust. I
don’t see this as a need to outpace
a Buffett, someone who clearly is a
competitor.

Innovative.Automotive.Insight.

I see it more as a leadership issue.
Here’s why. A few months ago, with
great surprise, it was announced

5

Axiom Advisors was formed in the spirit of providing a fresh, new alternative to meet the specialized needs of retail automotive dealers.

are “car guys” who speak the language of the
industry and truly understand the complexities of your business.

What makes Axiom Advisors different? Our
team of professionals has the unique combination of over 60 years of hands-on retail automotive industry experience working directly in
dealerships, paired with the assurance of professional accounting experience. Our advisors

Axiom Advisors specializes in Enterprise Management, Mergers and Acquisitions, and
Litigation Support. For more information or
a complimentary consultation please contact us at 888-9AXIOM9 or visit us online at
www.axiom-auto.com.
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Note Our New Address:
520 Brickell Key Drive Suite O-307
Miami, FL 33131

Phil Villegas
pv@axiom-auto.com
Marilou C. Vroman, CPA, CFE
mv@axiom-auto.com
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There was remarkable parity among these segments in 1996
at the dawn of the public groups. Each of these segments
represent roughly one quarter of all revenues in the Mega 100.

Both Van Tyul and Hendrick are closely managed companies
that not only adapted to an ever-changing retail environment,
but also thrived in it when public groups were amassing and
over-paying for stores.

This all changed after AutoNation, Sonic and other publics
saturated the auto-retail sector. Ever since, what used to be
three quarters of all sales now was struggling to maintain half
of that.
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Some expansion-minded dealers rapidly add stores but
neglect to make sure they have the proper personnel as part of
the growth plan. They can lack the management or corporate
infrastructure to properly evaluate the expansion they are
taking on.

With the topic of private equity groups making headlines, it
is important to note their growth philosophy. Typically, it’s all
about quickly adding stores under the main premise that these
stores are truly underperforming and can be transformed into
leaner more aggressive profit driven models that will change
everything.

The industry has seen this more than once. A dealer has been
very successful operating a store or two. All of a sudden, this
dealer starts believing the highest yield is not in improving
those holdings, but in adding new ones.

That the top 10 dealers outsell the other 90 dealers on the list
speaks volumes to private equity firms and investors that are
seeing this as a viable opportunity.

By Phil Villegas

I

n writing an analysis for this year’s
WardsAuto Megadealer 100, I
wanted to embody some of what
I have learned over the last 20 years
of being in and around dealerships.

Ten years later, it had shed a third of its dealers and was just
above 200 stores. It recognized, painfully, that this business is
not all volume or about grabbing all the available franchises
in sight.

I started as a filing clerk at Ken
Marks Ford in Clearwater, FL,
in the mid-1990s. I went on to
work for AutoNation and then as
a consultant. I had the pleasure
(and sometimes displeasure) of
interacting with and learning from
hundreds of dealers and thousands
of dealership personnel.

Rick Hendrick’s group quick to adapt.

There are a lot of tangible and intangible benefits to operating in
some of these smaller or isolated markets. Single representation
franchise markets allow dealers to truly advertise the benefits
of the product as opposed to try to out-price a same-brand
dealer in the same market. Here, the art and value of the sale
are at the forefront.

These two companies did not need to change their core
operating philosophies in a desire to compete with public
groups saturating the auto retail space.
They based their approach on acquiring the right opportunities
in the right market, not simply trying to accumulate as many
dealerships as possible in a mad grab, which essentially was
how most public groups were formed in the 1990s.

However, the greatest challenge with some of the smaller
or non-mainstream areas can often boil down to talent and
resources. Dealers can in a way become hostage to their own
employees, or lack of them. The issue is about leadership,
whether at the group or store level.

If asked to single out one element
that makes a dealership or
dealership group great, I would say
it’s not the franchise, geographic
location, size or beauty of the
facilities. It’s leadership.

Both Van Tuyl and Hendrick had a core understanding of the
most important asset to fuel growth. It was mainly about having
the right human capital in stores and markets.

As groups look to enter a market or fuel their expansion, here
are some considerations. Comparing the top 10 dealer were in
1995, a couple of years before the true consolidation of 1997
occurred brings questions to the surface.

Both groups give general managers the opportunity to earn an
ownership interest in their stores. The managers are vested and
entrepreneurial. They stand to win as much as lose.

With a few exceptions – notably Bill Heard Enterprises that
went bankrupt in 2008 and Dobbs Brothers Management that
was acquired by AutoNation – most all the other groups on that
1995 list are still part of current list, just not at the same ranking
level.

This approach is not unique to these two groups. Several other
groups operate this way. Rock star general managers are more
likely to work for a dealer or group where they have a vested
interest.
This is one of the reasons we see so many of the dealers in the
top 10 in 1995 drop down and not be able to keep pace with
either the publics or Van Tuyl and Hendrick.

Two Great Megas
Van Tuyl and Hendrick groups seem to embody the content
of James Collins’ business books, “Good to Great” and “Built to
Last.”

Perils of Expansion
Healthy group growth depends of having the right personnel
at all levels.

Van Tuyl this year became part of Warren Buffett’s newly formed
and publicly held Berkshire Hathaway investment company.
Rick Hendrick’s megadealer group remains privately owned.

WARDSAUTO EDITION

Predictions and AutoNation’s
Predicament at the Top

AutoNation had a very similar philosophy, and in many ways
still does. In 2000, AutoNation at its peak was just shy of 300
dealerships after its first expansion burst.

Where they had been conservative and pragmatic, they start
getting into marginally less attractive deals, and eventually
into deals that only work if all goes right all the time. This defies
the cyclical nature of the auto business.

The heavyweight groups skew towards the Sunbelt. But we
are beginning to see consolidation patterns in smaller and
non-Sunbelt states as dealer groups and investors choose to
maximize return on investment by not having to pay premiums
for metro or Sunbelt stores.

SPECIAL

This bad situation is driven by ego and bankrolled by built-up
profit reserves or investors looking to ride the next wave. It’s
essentially a failure of leadership.

AutoNation’s growth since 2010 has been very selective, no
different than Van Tuyl or Hendrick, where the quality of the
dealerships trumps that of simply adding stores.

We see some groups that make a rapid ascent, and unlike the
Buffett acquisition where a single group is being acquired,
these are groups likely fueled by investor/private equity capital
that is primarily being banked off the goodwill of the dealer’s
past.

Lithia was no different. It took the growth approach of acquiring
less-desirable franchises in secondary markets. Yet, it swung
for the fences last year and stuck the DCH deal, a transaction
that caught many by surprise, not due to the fact that DCH
was acquired or that a top-10 fellow megadealer acquired it.
Rather, the surprise was that Lithia pulled off the transaction.

These rapid-ascent dealers feel they have either a unique
selling proposition or that other dealers are missing the mark.
While there may be small truths in both of these statements,
it is usually not to the extent that the acquiring dealer thinks.
Picasso or Matisse did not paint with an airbrush. Similar
passion and attention to detail from a good dealer can get
diluted by continued expansion. The dealer can’t dedicate
the time to all the stores in an expanded portfolio. If the right
leaders aren’t in place, it spells trouble.

This may sound simplistic, given that
leadership is always at the forefront
of most successful enterprises.
But the leadership trait I refer to
is on two distinct levels: at the
megadealer level and the individual
dealership general manager level.
To run a successful dealership
group, you need leadership throughout the operations, from
the home office to the individual stores.

While the Top 10 garner a lot of attention, No. 11 to 25 is my
favorite segment of the WardsAuto Mega 100.

Sometimes great megadealer leadership is not followed by great
general manager leadership at the store level, and vice versa.
If it’s not at both levels, it affects the full greatness of the group.

There has been a lot of talk of Tesla and its avoidance of
the dealer franchise system. Tesla has indicated that it may
ultimately transition from factory-direct sales to a franchised
dealer system.

This is where some of the true heavyweights to keep an eye on
are, including Herb Chambers, Fletcher Jones, David Wilson, Jim
Koons, Keyes Automotive, Suburban Collection, Findlay and
Chapman.

The sheer size and volume of some dealerships should not be
mistaken with successful and thriving leadership. A ranking
shouldn’t be a leader board where those on top are assumed to
be the best and those at or near the bottom are marginalized by
every dealer above them.

If Tesla were to submit its numbers, it likely would occupy
the No.12 spot. WardsAuto Megadealer 100 ranking is based
on total revenues. Tesla’s is $3.1 billion. Sometimes it’s fun to
speculate.

Any member of No. 11 to 25 could merge or consolidate, but
they are well establish with seasoned leadership, financial
independence and the ability to set their own course.
No. 26 through 50 is the most unpredictable of the tiers, if
you look over the last 20 years of trending. The No. 51 to 100
segment has the most movement in and out for various reasons.

On the contrary, within every tier of the WardsAuto Megadealer
100, we can discern true leadership and success.
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There was remarkable parity among these segments in 1996
at the dawn of the public groups. Each of these segments
represent roughly one quarter of all revenues in the Mega 100.

Both Van Tyul and Hendrick are closely managed companies
that not only adapted to an ever-changing retail environment,
but also thrived in it when public groups were amassing and
over-paying for stores.

This all changed after AutoNation, Sonic and other publics
saturated the auto-retail sector. Ever since, what used to be
three quarters of all sales now was struggling to maintain half
of that.
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Some expansion-minded dealers rapidly add stores but
neglect to make sure they have the proper personnel as part of
the growth plan. They can lack the management or corporate
infrastructure to properly evaluate the expansion they are
taking on.

With the topic of private equity groups making headlines, it
is important to note their growth philosophy. Typically, it’s all
about quickly adding stores under the main premise that these
stores are truly underperforming and can be transformed into
leaner more aggressive profit driven models that will change
everything.

The industry has seen this more than once. A dealer has been
very successful operating a store or two. All of a sudden, this
dealer starts believing the highest yield is not in improving
those holdings, but in adding new ones.

That the top 10 dealers outsell the other 90 dealers on the list
speaks volumes to private equity firms and investors that are
seeing this as a viable opportunity.

By Phil Villegas

I

n writing an analysis for this year’s
WardsAuto Megadealer 100, I
wanted to embody some of what
I have learned over the last 20 years
of being in and around dealerships.

Ten years later, it had shed a third of its dealers and was just
above 200 stores. It recognized, painfully, that this business is
not all volume or about grabbing all the available franchises
in sight.

I started as a filing clerk at Ken
Marks Ford in Clearwater, FL,
in the mid-1990s. I went on to
work for AutoNation and then as
a consultant. I had the pleasure
(and sometimes displeasure) of
interacting with and learning from
hundreds of dealers and thousands
of dealership personnel.

Rick Hendrick’s group quick to adapt.

There are a lot of tangible and intangible benefits to operating in
some of these smaller or isolated markets. Single representation
franchise markets allow dealers to truly advertise the benefits
of the product as opposed to try to out-price a same-brand
dealer in the same market. Here, the art and value of the sale
are at the forefront.

These two companies did not need to change their core
operating philosophies in a desire to compete with public
groups saturating the auto retail space.
They based their approach on acquiring the right opportunities
in the right market, not simply trying to accumulate as many
dealerships as possible in a mad grab, which essentially was
how most public groups were formed in the 1990s.

However, the greatest challenge with some of the smaller
or non-mainstream areas can often boil down to talent and
resources. Dealers can in a way become hostage to their own
employees, or lack of them. The issue is about leadership,
whether at the group or store level.

If asked to single out one element
that makes a dealership or
dealership group great, I would say
it’s not the franchise, geographic
location, size or beauty of the
facilities. It’s leadership.

Both Van Tuyl and Hendrick had a core understanding of the
most important asset to fuel growth. It was mainly about having
the right human capital in stores and markets.

As groups look to enter a market or fuel their expansion, here
are some considerations. Comparing the top 10 dealer were in
1995, a couple of years before the true consolidation of 1997
occurred brings questions to the surface.

Both groups give general managers the opportunity to earn an
ownership interest in their stores. The managers are vested and
entrepreneurial. They stand to win as much as lose.

With a few exceptions – notably Bill Heard Enterprises that
went bankrupt in 2008 and Dobbs Brothers Management that
was acquired by AutoNation – most all the other groups on that
1995 list are still part of current list, just not at the same ranking
level.

This approach is not unique to these two groups. Several other
groups operate this way. Rock star general managers are more
likely to work for a dealer or group where they have a vested
interest.
This is one of the reasons we see so many of the dealers in the
top 10 in 1995 drop down and not be able to keep pace with
either the publics or Van Tuyl and Hendrick.

Two Great Megas
Van Tuyl and Hendrick groups seem to embody the content
of James Collins’ business books, “Good to Great” and “Built to
Last.”

Perils of Expansion
Healthy group growth depends of having the right personnel
at all levels.

Van Tuyl this year became part of Warren Buffett’s newly formed
and publicly held Berkshire Hathaway investment company.
Rick Hendrick’s megadealer group remains privately owned.
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Predictions and AutoNation’s
Predicament at the Top

AutoNation had a very similar philosophy, and in many ways
still does. In 2000, AutoNation at its peak was just shy of 300
dealerships after its first expansion burst.

Where they had been conservative and pragmatic, they start
getting into marginally less attractive deals, and eventually
into deals that only work if all goes right all the time. This defies
the cyclical nature of the auto business.

The heavyweight groups skew towards the Sunbelt. But we
are beginning to see consolidation patterns in smaller and
non-Sunbelt states as dealer groups and investors choose to
maximize return on investment by not having to pay premiums
for metro or Sunbelt stores.
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This bad situation is driven by ego and bankrolled by built-up
profit reserves or investors looking to ride the next wave. It’s
essentially a failure of leadership.

AutoNation’s growth since 2010 has been very selective, no
different than Van Tuyl or Hendrick, where the quality of the
dealerships trumps that of simply adding stores.

We see some groups that make a rapid ascent, and unlike the
Buffett acquisition where a single group is being acquired,
these are groups likely fueled by investor/private equity capital
that is primarily being banked off the goodwill of the dealer’s
past.

Lithia was no different. It took the growth approach of acquiring
less-desirable franchises in secondary markets. Yet, it swung
for the fences last year and stuck the DCH deal, a transaction
that caught many by surprise, not due to the fact that DCH
was acquired or that a top-10 fellow megadealer acquired it.
Rather, the surprise was that Lithia pulled off the transaction.

These rapid-ascent dealers feel they have either a unique
selling proposition or that other dealers are missing the mark.
While there may be small truths in both of these statements,
it is usually not to the extent that the acquiring dealer thinks.
Picasso or Matisse did not paint with an airbrush. Similar
passion and attention to detail from a good dealer can get
diluted by continued expansion. The dealer can’t dedicate
the time to all the stores in an expanded portfolio. If the right
leaders aren’t in place, it spells trouble.

This may sound simplistic, given that
leadership is always at the forefront
of most successful enterprises.
But the leadership trait I refer to
is on two distinct levels: at the
megadealer level and the individual
dealership general manager level.
To run a successful dealership
group, you need leadership throughout the operations, from
the home office to the individual stores.

While the Top 10 garner a lot of attention, No. 11 to 25 is my
favorite segment of the WardsAuto Mega 100.

Sometimes great megadealer leadership is not followed by great
general manager leadership at the store level, and vice versa.
If it’s not at both levels, it affects the full greatness of the group.

There has been a lot of talk of Tesla and its avoidance of
the dealer franchise system. Tesla has indicated that it may
ultimately transition from factory-direct sales to a franchised
dealer system.

This is where some of the true heavyweights to keep an eye on
are, including Herb Chambers, Fletcher Jones, David Wilson, Jim
Koons, Keyes Automotive, Suburban Collection, Findlay and
Chapman.

The sheer size and volume of some dealerships should not be
mistaken with successful and thriving leadership. A ranking
shouldn’t be a leader board where those on top are assumed to
be the best and those at or near the bottom are marginalized by
every dealer above them.

If Tesla were to submit its numbers, it likely would occupy
the No.12 spot. WardsAuto Megadealer 100 ranking is based
on total revenues. Tesla’s is $3.1 billion. Sometimes it’s fun to
speculate.

Any member of No. 11 to 25 could merge or consolidate, but
they are well establish with seasoned leadership, financial
independence and the ability to set their own course.
No. 26 through 50 is the most unpredictable of the tiers, if
you look over the last 20 years of trending. The No. 51 to 100
segment has the most movement in and out for various reasons.

On the contrary, within every tier of the WardsAuto Megadealer
100, we can discern true leadership and success.
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There was remarkable parity among these segments in 1996
at the dawn of the public groups. Each of these segments
represent roughly one quarter of all revenues in the Mega 100.

Both Van Tyul and Hendrick are closely managed companies
that not only adapted to an ever-changing retail environment,
but also thrived in it when public groups were amassing and
over-paying for stores.

This all changed after AutoNation, Sonic and other publics
saturated the auto-retail sector. Ever since, what used to be
three quarters of all sales now was struggling to maintain half
of that.
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Some expansion-minded dealers rapidly add stores but
neglect to make sure they have the proper personnel as part of
the growth plan. They can lack the management or corporate
infrastructure to properly evaluate the expansion they are
taking on.

With the topic of private equity groups making headlines, it
is important to note their growth philosophy. Typically, it’s all
about quickly adding stores under the main premise that these
stores are truly underperforming and can be transformed into
leaner more aggressive profit driven models that will change
everything.

The industry has seen this more than once. A dealer has been
very successful operating a store or two. All of a sudden, this
dealer starts believing the highest yield is not in improving
those holdings, but in adding new ones.

That the top 10 dealers outsell the other 90 dealers on the list
speaks volumes to private equity firms and investors that are
seeing this as a viable opportunity.

By Phil Villegas

I

n writing an analysis for this year’s
WardsAuto Megadealer 100, I
wanted to embody some of what
I have learned over the last 20 years
of being in and around dealerships.

Ten years later, it had shed a third of its dealers and was just
above 200 stores. It recognized, painfully, that this business is
not all volume or about grabbing all the available franchises
in sight.

I started as a filing clerk at Ken
Marks Ford in Clearwater, FL,
in the mid-1990s. I went on to
work for AutoNation and then as
a consultant. I had the pleasure
(and sometimes displeasure) of
interacting with and learning from
hundreds of dealers and thousands
of dealership personnel.

Rick Hendrick’s group quick to adapt.

There are a lot of tangible and intangible benefits to operating in
some of these smaller or isolated markets. Single representation
franchise markets allow dealers to truly advertise the benefits
of the product as opposed to try to out-price a same-brand
dealer in the same market. Here, the art and value of the sale
are at the forefront.

These two companies did not need to change their core
operating philosophies in a desire to compete with public
groups saturating the auto retail space.
They based their approach on acquiring the right opportunities
in the right market, not simply trying to accumulate as many
dealerships as possible in a mad grab, which essentially was
how most public groups were formed in the 1990s.

However, the greatest challenge with some of the smaller
or non-mainstream areas can often boil down to talent and
resources. Dealers can in a way become hostage to their own
employees, or lack of them. The issue is about leadership,
whether at the group or store level.

If asked to single out one element
that makes a dealership or
dealership group great, I would say
it’s not the franchise, geographic
location, size or beauty of the
facilities. It’s leadership.

Both Van Tuyl and Hendrick had a core understanding of the
most important asset to fuel growth. It was mainly about having
the right human capital in stores and markets.

As groups look to enter a market or fuel their expansion, here
are some considerations. Comparing the top 10 dealer were in
1995, a couple of years before the true consolidation of 1997
occurred brings questions to the surface.

Both groups give general managers the opportunity to earn an
ownership interest in their stores. The managers are vested and
entrepreneurial. They stand to win as much as lose.

With a few exceptions – notably Bill Heard Enterprises that
went bankrupt in 2008 and Dobbs Brothers Management that
was acquired by AutoNation – most all the other groups on that
1995 list are still part of current list, just not at the same ranking
level.

This approach is not unique to these two groups. Several other
groups operate this way. Rock star general managers are more
likely to work for a dealer or group where they have a vested
interest.
This is one of the reasons we see so many of the dealers in the
top 10 in 1995 drop down and not be able to keep pace with
either the publics or Van Tuyl and Hendrick.

Two Great Megas
Van Tuyl and Hendrick groups seem to embody the content
of James Collins’ business books, “Good to Great” and “Built to
Last.”

Perils of Expansion
Healthy group growth depends of having the right personnel
at all levels.

Van Tuyl this year became part of Warren Buffett’s newly formed
and publicly held Berkshire Hathaway investment company.
Rick Hendrick’s megadealer group remains privately owned.
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Predictions and AutoNation’s
Predicament at the Top

AutoNation had a very similar philosophy, and in many ways
still does. In 2000, AutoNation at its peak was just shy of 300
dealerships after its first expansion burst.

Where they had been conservative and pragmatic, they start
getting into marginally less attractive deals, and eventually
into deals that only work if all goes right all the time. This defies
the cyclical nature of the auto business.

The heavyweight groups skew towards the Sunbelt. But we
are beginning to see consolidation patterns in smaller and
non-Sunbelt states as dealer groups and investors choose to
maximize return on investment by not having to pay premiums
for metro or Sunbelt stores.
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This bad situation is driven by ego and bankrolled by built-up
profit reserves or investors looking to ride the next wave. It’s
essentially a failure of leadership.

AutoNation’s growth since 2010 has been very selective, no
different than Van Tuyl or Hendrick, where the quality of the
dealerships trumps that of simply adding stores.

We see some groups that make a rapid ascent, and unlike the
Buffett acquisition where a single group is being acquired,
these are groups likely fueled by investor/private equity capital
that is primarily being banked off the goodwill of the dealer’s
past.

Lithia was no different. It took the growth approach of acquiring
less-desirable franchises in secondary markets. Yet, it swung
for the fences last year and stuck the DCH deal, a transaction
that caught many by surprise, not due to the fact that DCH
was acquired or that a top-10 fellow megadealer acquired it.
Rather, the surprise was that Lithia pulled off the transaction.

These rapid-ascent dealers feel they have either a unique
selling proposition or that other dealers are missing the mark.
While there may be small truths in both of these statements,
it is usually not to the extent that the acquiring dealer thinks.
Picasso or Matisse did not paint with an airbrush. Similar
passion and attention to detail from a good dealer can get
diluted by continued expansion. The dealer can’t dedicate
the time to all the stores in an expanded portfolio. If the right
leaders aren’t in place, it spells trouble.

This may sound simplistic, given that
leadership is always at the forefront
of most successful enterprises.
But the leadership trait I refer to
is on two distinct levels: at the
megadealer level and the individual
dealership general manager level.
To run a successful dealership
group, you need leadership throughout the operations, from
the home office to the individual stores.

While the Top 10 garner a lot of attention, No. 11 to 25 is my
favorite segment of the WardsAuto Mega 100.

Sometimes great megadealer leadership is not followed by great
general manager leadership at the store level, and vice versa.
If it’s not at both levels, it affects the full greatness of the group.

There has been a lot of talk of Tesla and its avoidance of
the dealer franchise system. Tesla has indicated that it may
ultimately transition from factory-direct sales to a franchised
dealer system.

This is where some of the true heavyweights to keep an eye on
are, including Herb Chambers, Fletcher Jones, David Wilson, Jim
Koons, Keyes Automotive, Suburban Collection, Findlay and
Chapman.

The sheer size and volume of some dealerships should not be
mistaken with successful and thriving leadership. A ranking
shouldn’t be a leader board where those on top are assumed to
be the best and those at or near the bottom are marginalized by
every dealer above them.

If Tesla were to submit its numbers, it likely would occupy
the No.12 spot. WardsAuto Megadealer 100 ranking is based
on total revenues. Tesla’s is $3.1 billion. Sometimes it’s fun to
speculate.

Any member of No. 11 to 25 could merge or consolidate, but
they are well establish with seasoned leadership, financial
independence and the ability to set their own course.
No. 26 through 50 is the most unpredictable of the tiers, if
you look over the last 20 years of trending. The No. 51 to 100
segment has the most movement in and out for various reasons.

On the contrary, within every tier of the WardsAuto Megadealer
100, we can discern true leadership and success.
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Most dealers agree there is cyclical nature of the economy.
Seasoned dealers know how to ride the wave and fight the
current.

Mike Maroone was leaving as president of AutoNation.
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“I REMEMBER WHEN I USED TO BE A MEGA DEALER”

I had the pleasure of working around him and of knowing how
corporate and dealership management regarded him.

In doing the WardsAuto analysis, I wanted to look back to how
we got to where we are today, and what the world was like
before the public mega groups evolved to where they are now.
Fortunately the WardsAuto archives are in good order, and
allowed me to do that.

His leadership was such that some great talent stayed with the
company at the expense of better opportunities.
Some of AutoNation’s great talent may be lost in the vacuum
that will be created by Maroone’s absence.

And now for some predictions.

CARS

AMC – Eagle – Rambler

IN THIS ISSUE

A second-generation dealer who joined AutoNation at the
very beginning (back when it was called Republic Industries),
Maroone was a great leader.

Last year, I predicted Van Tuyl, a mega among the megas, would
not remain a private company. Shortly afterward’s Warren
Buffett’s publicly traded investment group acquired Van Tuyl. It’s
now called Berkshire Hathaway Automotive.

1 Megadealers Leave Mark

on Auto Industry.

He was also someone who never forgot your name or your last
conversation, someone who made the world’s largest dealer
group seem personable and worth working hard for.

I had also predicted a major consolidation within the top 10.
Lithia and DCH fulfilled this prediction.

2 Predictions and

AutoNation’s Predicament
at the Top.

How AutoNation responds to losing its internal leader will be
interesting to see.

This year I see something big happening with Asbury. Its
management philosophy is poised for a merger. I see them
becoming part of something new or bigger.
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Megadealers Leave Mark
on Auto Industry
By Phil Villegas

An analysis for the 27th annual WardsAuto Megadealer 100 looks
at how grand-scale auto retailing started and where it went.

T

he growth of megadealers is significant. In the beginning of auto retailing
and for several decades afterwards, the automotive retail space was primarily
dominated by individual owners with single franchises in hometowns.

From a big-deal perspective, the
next blockbuster would have to
be Hendrick. If I were Buffett, this
would be the deal I would target.
This would be the one that would
make the most sense.

Then came the great public group consolidations of the 1990s. Skepticism greeted
their arrival. But once they got started, they’ve become a greater presence.
In 1996, megadealers represented 4% of the nation’s 22,500 franchised dealerships.
In 2014, they represented 15% of the pared-down 17,750 dealerships.

The main question is whether
Hendrick would actually sell and
whether the price would be sensible
enough for Buffett. These are two
variables I can only estimate, but
it could work. But then again, what
would be Hendrick’s motivation to
sell?

We’re

HIRING!

Hendrick has proven over the last
20 years, that if it sticks to the same
guiding leadership and acquisition
principals, it will continue to be
at the top of the privately owned
dealership groups in the U.S.

Our expansion is grounded in the core philosophy that has helped get us where we are, providing exceptional
client service. Besides professional experience requirements, we are looking for individuals who are driven
and passionate about being the best in their profession and providing the best customer experience available.
Axiom strives to be the most respected and most trusted firm in our industry, not the largest.

For the second year in a row Phil Villegas
has had the honor of writing the
centerpiece for the Wards Auto Mega
Dealer 100 article.

In 1996, megas sold 8.9% of the 15.4 million units delivered. In 2014, they sold
18% of the 16.8 million vehicle deliveries. The top 10 megadealers accounted for
45% of the mega’s 3 million vehicle sales that year.
To better understand the fluctuation of the Mega 100, consider four categories:
a) Top 10
b) 11 – 25
c) 26 – 50
d) 51 – 100

Axiom is currently searching for exceptional Tax, Audit, Valuation and Consulting individuals to be part of our
team. Please visit Career Opportunities at www.Axiom-Auto.com for more information.

Call 888-9AXIOM9
or visit www.axiom-auto.com

One last prediction. If AutoNation
is to remain No.1, it must readjust. I
don’t see this as a need to outpace
a Buffett, someone who clearly is a
competitor.

Innovative.Automotive.Insight.

I see it more as a leadership issue.
Here’s why. A few months ago, with
great surprise, it was announced

5

Axiom Advisors was formed in the spirit of providing a fresh, new alternative to meet the specialized needs of retail automotive dealers.

are “car guys” who speak the language of the
industry and truly understand the complexities of your business.

What makes Axiom Advisors different? Our
team of professionals has the unique combination of over 60 years of hands-on retail automotive industry experience working directly in
dealerships, paired with the assurance of professional accounting experience. Our advisors

Axiom Advisors specializes in Enterprise Management, Mergers and Acquisitions, and
Litigation Support. For more information or
a complimentary consultation please contact us at 888-9AXIOM9 or visit us online at
www.axiom-auto.com.
6

Note Our New Address:
520 Brickell Key Drive Suite O-307
Miami, FL 33131

Phil Villegas
pv@axiom-auto.com
Marilou C. Vroman, CPA, CFE
mv@axiom-auto.com
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