CASE STUDY

AutoNation:
Taking Charge of Chargebacks
& Upgrading Downgrades
A case study by Optimized Payments on saving
AutoNation big bucks through powerful payment
analytics and insightful recommendations
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The Client
AutoNation, America’s largest automotive retailer, is a
Fortune 500 company employing more than 26,000 associates at over 350 franchised locations from coast to
coast. The company has sold over 11 million vehicles—
the ﬁrst automotive retailer to reach this milestone—generating an annual revenue of $21.6 billion in 2016.

Identifying an Expensive Challenge
“Processing millions of credit card transactions annually, we knew we were spending too much on credit card
fees,” notes Greg Moore, director of treasury operations at
AutoNation.
Cost concerns are not uncommon for most organizations. But the larger the scale of your operations, the
more pertinent it becomes to keep costs controlled. Unfortunately, this is easier said than done, especially when
it comes to payment processing expenses.
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Compounding Factors
The good thing about organizational growth
is the scale you gain in resources, purchasing
ability, labor, and more. However, without the
right data tracking and analytics, things slip
through the cracks and you lose visibility into
the day-to-day operations.
This means that a small issue can easily scale
to a larger, costly problem. At a high level, AutoNation understood this, but just couldn’t get
a grasp on the causes.

The Search Begins
With the expensive pain of card fees being
felt month after month, AutoNation’s leaders
were compelled to take action. Given his role
in treasury, Greg was charged with leading the
search to ﬁnd the right company.
He wasn’t exactly sure of all the ins and outs
of merchant services. “I knew enough to be
dangerous,” he shares candidly. But he understood that the potential partner had to have
deep knowledge of the payments industry and
had to be able to help AutoNation gain some
much-needed visibility and “stop the bleeding.”

Finding the Solution in Optimized
Payments
As luck would have it, Greg happened upon an
article written by the team at Optimized Payments Consulting (OPC) in the Association for
Finance Professionals’ (AFP) Exchange magazine. The subject involved reducing payment
processing costs, which was directly aligned
with AutoNation’s current needs.
He reached out to OPC and began a discussion. After a few calls and meetings, AutoNation gave OPC the green light to engage in
data discovery.
Greg shared some insights about his search:
“My search was harder than expected. At the
time, it was diﬃcult to even ﬁnd a company
that did what OPC does, much less specializes in. So, I was glad to ﬁnd an expert in this
industry when I happened upon OPC from that
article.”
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Laying the Groundwork
OPC immediately went to work on collecting and analyzing the tremendous amount of
card processing data AutoNation received every month from American Express, PayPal, two merchant acquirers, and two private-label card providers. To note, some of
these credit card partners provided merchant statements that were over 5,000 pages.
Understandably, this vast amount of data was too complex to properly process and
analyze through AutoNation’s current methods. Fortunately, OPC’s expertise was in
simplifying this complexity into easy-to-understand analytics.

One Dashboard to Rule Them All
OPC’s collection and analysis of AutoNation’s data was developed into a continually
updating dashboard that provides AutoNation with a powerful tool for in-depth information, actionable insights, and decision making. With this, OPC transformed mounds of
disparate data into an organized and consolidated knowledge tool AutoNation still uses
today.
Users are able to manipulate the dashboard in virtually any way they desire—from
ﬁltering and sorting to drilling down to minute details of individual stores.
One favored aspect of the dashboard is the graphical map of the country. This map
visually represents where sales are coming from, enabling a high-level picture of sales
by state. Delving further, users can click on a state to see and sort individual stores
from that state.
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“

”

The dashboard is great for seeing trends and making informed
decisions. With it, I’m able see a picture of behavior at the store level,
Greg notes.

© 2017 Optimized Payments Consulting. All rights reserved.

Identifying the Culprits

Rectifying the Downgrade Dilemma

It didn’t take long for OPC’s in-depth analysis and innovative dashboard to identify two
major areas for improvement in AutoNation’s
payment processing expenses. Chargebacks
and downgrades were both eating away at
proﬁts.

OPC’s ﬁrst move was to address downgrades.
Knowing what was missing—the ability to supply needed level 2 and 3 data—OPC advised
the company on how to address this technology gap. While initially apprehensive about
the additional IT costs, AutoNation decided to
proceed after reviewing ﬁnancial analyses by
OPC that showed a promising net beneﬁt over
the long term.

The general philosophy at the company was
that there wasn’t a chargeback problem when
compared to sales. Responsibility for chargebacks was decentralized, with each store
handling their own chargebacks. However,
this structure resulted in stores typically only
responding to about one out of every three
chargebacks they received (an estimated
30%).
While chargebacks at each store weren’t signiﬁcant, OPC’s analysis showed that, in aggregate, the total cost amounted to much more
than AutoNation realized.
“This was a real eye opener for us. We didn’t
think we had a chargeback problem, but it was
clear we did. This was the ﬁrst sign that we
had made the right choice in choosing Optimized Payments, as having a team that’s able
to give you info about where your weaknesses
are is extremely valuable,” Greg explained.
Similarly, downgrades were also problematic.
They represented a troubling 20% of sales.
The reason? OPC determined that AutoNation wasn’t supplying level 2 and 3 data in the
settlement ﬁle for commercial cards. Thus, the
card networks were penalizing each transaction with higher interchange fees.

Over time, OPC’s recommendations resulted
in decreasing AutoNation’s downgrades from
20% to a healthy 6% of sales, which is much
more in line with the optimal 2% of sales
benchmark and AutoNation’s goal.

Remedying the Chargeback Conundrum
OPC’s next move was to address chargebacks.
They had AutoNation restructure chargeback
responsibility from decentralized/distributed to a small centralized team that handles
chargebacks across all stores. When needed,
the small team could reach out to individual
stores to gather speciﬁc information relevant
to that store’s chargebacks.
Along with a few other changes, OPC streamlined AutoNation’s chargeback processes,
with savings that more than justiﬁed head
count. All in all, initial savings for the chargeback changes amounted to over $200,000 per
year with higher savings in the future.
“The monetary savings were great, of course.
But we also valued the stress reduction that
centralizing chargebacks brought to the
stores. Now they can focus on more value-adding activities instead of worrying about
chargebacks,” explains Greg.
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Realizing Sizeable Beneﬁts and Value-adds
Having engaged OPC in consulting on their payment processing challenges,
AutoNation received multiple beneﬁts:
• Decreased chargebacks – savings of over $200,000 per year and
more streamlined chargeback processes
• Reduced downgrades – reduction in downgrade percentage of
sales from 20% to just 6%, resulting in savings of over $1 million in
interchange fees
• Greater decision-making power – an innovative dashboard that
can be manipulated to show high-level or granular details about all
credit card payment-related data
• Ongoing consulting and value – in-depth knowledge and market
insights about the payment processing industry, available at any
time
“I have no regrets whatsoever over the last seven years we’ve worked with Optimized Payments. They provide in-depth knowledge about one of our largest cost
items and enable me to focus on things other than number crunching or quantifying anything related to payment processing. That’s a huge relief. The whole
team is simply fantastic and so customer focused.”
– Greg Moore, director of treasury operations
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About Optimized Payments
Optimized Payments is an Atlanta-based consulting ﬁrm that leverages its proprietary analytics
software and associates’ broad payments industry experience and insights to help all types of
businesses manage their payment processing costs and improve their bottom line.
All of our consulting engagements are centered on making lasting and substantial improvements
to the performance of merchant services for our clients. We deﬁne our success by the impact
our analytics and consulting make on our clients’ bottom line.
We value our clients’ time and have developed a payments analytics and consulting practice that
allows them to focus on their operations while we help simplify and optimize merchant services.
Most of our clients get a return on their investment within a few months, while the beneﬁts accrue year after year.

Contact Optimized Payments
• Website: www.optimizedpmts.com
• Email: sales@optimizedpmts.com
• Phone: 800-846-1305
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