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The Entrepreneurial Approach to Running a 
Successful Diesel Repair Shop
PART I: The Entrepreneurial Perspective.

If you are reading this article, you are most likely a diesel repair shop owner, a manager, or a diesel repair 
technician looking to expand your knowledge or start your own business. Whatever the case may be, you 
should know that the key to running a successful diesel repair shop is to constantly improve and innovate 
your operating systems to ensure sustainable growth and business longevity.

Who, or what is an entrepreneur? Dictionary.com defines an entrepreneur as; “a person who organizes and 
manages any enterprise, usually with considerable initiative and risk.”

A person who organizes or manages an enterprise with considerable risk to themselves or to their assets is 
a special type of person who is willing to step out of their comfort zone and put forth the effort to start or 
improve a business without the certainty that they will make a profit. They are typically driven people. They 
know what they want and have a pretty solid idea of how to get there. 

Some people are entrepreneurs because they love to start something new, or to be the first to start 
something. Others see a need and want to be the one to fill that need. Most of all though, they create a 
business because they want to take advantage of our free enterprise system - to invest their money into 
an idea and make it come to life. There are not too many places where a drive to fill a demand and pulling 
together the resources to do it can become an opportunity to better oneself and their community. 

These are all good examples of how most diesel repair shops got started. Many diesel repair shop owners 
started out as repair technicians at an early age. As they progressed in their careers, they discovered that 
they had the technical skills and knowledge to start their own business. Sound familiar?

In most cases, these owners ran their businesses by implementing the same systems and processes they 
learned at other repair shops. The problem with this is that not all repair shops are created equal. There are 
many variables that determine the success or failure of a diesel repair shop business. What works for one, 
may not work for another. In fact, 80% of all diesel repair shops fail due to a lack of adequate and efficient 
systems.

The key to sustainable growth and business longevity is to adopt an Entrepreneurial Approach to running 
your diesel repair shop, which makes changes as circumstances change, so your products and services 
remain in high demand. Most frustrations, failures, and negative variances that diesel repair shops experience 
are caused by rapid change in technology, extreme competition, lack of new and better systems, lack of 
diversification, and inadequate training.

The entrepreneur innovates systems so every employee knows how to change, which reduces risk and 
grows revenues through good times and bad. You can’t do today’s job with yesterday’s systems, and be in 
business tomorrow. Innovative and systemic changes are required to succeed, especially in these difficult 
economic times.
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PART II: Setting Strategic and Tactical Goals for Success.

So, how do you implement innovative and systemic changes to help your diesel repair shop succeed? You 
begin by establishing goals and utilizing strategic, project-based budgeting. Every system needs to have 
an end goal that can be measured and analyzed, so you can evaluate the effectiveness of your systems. 
Goals should focus on achieving higher performance and sustainable growth. 

Your goals should follow the “S.M.A.R.T.” Principle. They must 
be: Specific; Measurable; Achievable; Realistic; and Timely. 

Depending on your particular situation, some strategic goals 
you might set for your diesel repair shop may include:

•	 Increasing	Revenue
•	 Increasing	Net	Profit
•	 Creating	Positive	Cash	Flow
•	 Customer	Retention	or	Satisfaction
•	 Strategic	Alliances
•	 Increasing	Productivity
•	 Debt	Reduction
•	 Developing	New	Products	or	Services
•	 Recruiting	Better	Talent
•	 Reducing	Risk
•	 Training	lower	cost	people	to	perform	higher	value	work

In order to accurately measure the results of systems and processes, you must also establish Key System 
Indicators (or KSI’s) for the core business functions that drive your goals. Gathering and analyzing accurate 
and timely data input is a key requirement to understanding the effectiveness of your systems.

The core business functions you should establish measurable, strategic, and tactical KSI’s for, include:
•	 Marketing	&	Sales
•	 Operations
•	 Management
•	 Finance
•	 Human	Resources
•	 Information	Technology

Examples of Tactical KSI’s for Marketing and Sales include:
•	 Leads	Generated
•	 Leads	Converted	to	Estimates
•	 Estimates	Converted	to	Sales
•	 New	Customers	Acquired
•	 Number	of	Repeat	Customers

Examples of Tactical KSI’s for Operations include:
•	 Direct	Payroll	to	Sales
•	 Material/Inventory	Control
•	 Number	of	Jobs	Completed	or	Units	Produced
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•	 Production	Cycle	Time	or	Time	in	Process
•	 Product/Service	Quality

Examples	of	Tactical	KSI’s	for	Finance	include:
•	 Accounts	Receivable
•	 Accounts	Payable
•	 Measurable	Return	on	Investment
•	 Job	Costing/Profit	Analysis
•	 Expense	Control
•	 Ratio	Analysis

Examples of Tactical KSI’s for Human Resources include:
•	 Number	of	New	Employees	Recruited
•	 Employee	Retention	and	Turnover	Rate
•	 Injury	Reduction
•	 Employee	Complaint	Reduction

Examples of Tactical KSI’s for Information Technology include:
•	 Technology	Upgrades
•	 Productivity	and	Efficiency	Enhancements
•	 Error	Reduction

These are all tangible and measurable KSI’s. They can be easily tracked and measured using scorecards and 
software	programs	like	Outlook,	ACT	and	others.	By	establishing	KSI	baselines,	you	will	be	able	to	identify	
the positive and negative variances as you track and measure them over time. This will provide you with the 
knowledge you need to make changes and improvements to correct them.

Understanding	and	managing	KSI	variances	is	the	most	important	job	of	your	Management	staff	to	reduce	
the risk of failing.

Don’t Fall Below the Redline

The sole purpose of taking an Entrepreneurial Approach to running your diesel repair shop is to avoid 
complacency that will put you and your business at risk of failing. You must do whatever you can to 
achieve sustainable growth, because it won’t happen on it’s own, unless you implement strategic, systemic 
changes. 

So why is Sustained Growth so important? The chart below illustrates that if your repair shop Revenues 
are	flat	(indicated	by	the	purple	line),	and	Costs	increase	by	only	3%	(indicated	in	green),	then	Profits	will	
decline as well (as shown in red).
(Examples	of	Costs:	Energy,	healthcare,	wages,	taxes,	rent,	general	expenses,	etc.)

Other key benefits of systems development and innovation are; reducing the risks of lawsuits and increasing 
long-term organizational growth.

Here are some of the top concerns and risks affecting the ability for most repair shops to stay above the 
Red	Line.	
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Risks in Sales & Marketing are: 
•	 Flat	or	declining	sales
•	 Not	enough	new	customers
•	 No	effective	marketing	or	sales	strategies
•	 No	brand	awareness	in	target	market
•	 Loss	of	a	large	customer
•	 Declining	product	or	service	demand
•	 Not	keeping	up	with	innovation	or	customer	needs

Risks in Management are: 
•	 Lack	of	effective,	proven	systems,	policies	and	procedures,	causing	confusion	and	poor	

productivity
•	 Inadequate	job	status	reporting,	resulting	in	unknown	problems
•	 Outdated	job	descriptions	or	organizational	charts,	resulting	in	lack	of	employee	direction
•	 Litigation	and	lawsuits	caused	by	employee	errors
•	 Not	having	the	right	people	in	the	right	positions,	causing	poor	performance
•	 Lack	of	control	across	key	business	functions

Risks in Operations are: 
•	 Lack	of	labor	capacity	to	secure	or	complete	work	and	sustain	growth
•	 Inadequate	employee	training	programs,	resulting	in	poor	quality	work
•	 Outdated	technology	or	equipment	failures
•	 Slow	work	pace	or	failure	to	meet	deadlines
•	 Losses	on	jobs,	outnumbering	profitable	jobs

Risks	in	Finance	and	Information	Technology	are:
•	 Running	out	of	cash	and	credit
•	 High	overhead	and	low	gross	profit,	causing	negative	net	profit
•	 Slow	collections	or	uncollectable	accounts
•	 Lack	of	quality	or	timely	data
•	 Lack	of	taking	action	to	resolve	financial	variances

Most Diesel Repair Shops that failed had the following in common:
•	 Stopped	monitoring	KSI’s	and	correcting	key	variances
•	 Had	no	transition	plan
•	 Didn’t	have	the	right	people	in	the	right	position
•	 Incurred	too	much	debt
•	 Slowed	down	or	abandoned	systems	development	projects
•	 Lost	large	accounts
•	 Became	complacent,	until	it	was	too	late,	and	fell	below	the	Red	Line

Successful diesel repair shops utilize an Entrepreneurial Approach of systems development and innovation 
to improve performance and reduce risk, and apply this knowledge to actionable measures to achieve the 
goals they set for their business. These initiatives are called “Strategic Growth Projects.” 
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PART III: Implementing Strategic Growth Projects.

“Strategic Growth Projects” are the optimal tactics, identified 
through analyzing systems variances that will produce the 
best possible results for correcting variances.

For	instance,	if	your	Lead	Generation	goal	was	to	acquire	250	
new leads in one month, and you only reached 150, then the 
variance was 100. So, in order to correct the variance, you 
should develop a new lead generation strategy or marketing 
tactic.

Let’s	 say	 you	 set	 a	 goal	 to	 overhaul	 50	 diesel	 engines	 last	
month, because you make a higher profit margin on them, 
and you only performed 30. Your variance on engine 
overhauls	was	20.	By	analyzing	the	variance	and	determining	
the cause, you will have the knowledge required to implement a “Strategic Growth Project” to correct it. 
For	example;	if	the	variance	was	caused	by	a	lack	of	capacity,	then	you	may	need	to	recruit	another	repair	
technician. If it was caused by a lack of customers, then you might change your sales strategy.

If you don’t do anything to correct the variances we mentioned, then you won’t reach your ultimate goal of 
increasing revenue, which, as we indicated in Part II of this blog series, will eventually cause you to go below 
the	“Red	Line”	and	risk	going	out	of	business.

Before	you	embark	on	starting	new	projects,	perform	some	market	and	industry	research	to	answer	these	
questions. You may find some simple solutions in the answers:

1) What will make your customers spend more with your repair shop?
2) Will producing your products and services less expensively increase your profits without lowering 

your sales?
3)	 Can	 you	 raise	 the	 price	 of	 your	 labor	 or	 parts	 without	 negatively	 affecting	 sales	 or	 losing	

customers?

Examples of Marketing “Growth Projects” are:
•	 Researching	to	uncover	new	market	opportunities,	especially	unmet	needs
•	 Developing	a	more	effective	and	measurable	Marketing	Plan
•	 Increasing	the	marketing	tactics	or	channels	to	achieve	better	results
•	 Changing	the	marketing	messages	and	measuring	the	results	of	the	change
•	 Expert	Sales	Training	to	increase	the	rate	of	conversion

Examples of Management “Growth Projects” are:
•	 Updating	Policies,	Procedures,	and	Systems
•	 Developing	Scorecarding	and	Reporting	Processes
•	 Updating	Job	Descriptions	and	Organizational	Charts
•	 Priority	Time	Management
•	 Increasing	Productivity	of	Employees
•	 Developing	new	Training	Programs	
•	 Increasing	Oversight	and	follow-through	Leadership
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•	 Developing	Strategic	Plans	with	Key	Performance	Indicators
•	 Developing	Position	Transition	and	Career	Paths

Examples of Operational “Growth Projects” are:
•	 Updating	Technology	to	Increase	Productivity	and	Efficiency
•	 Improving	Quality	Control	Process
•	 Increasing	Production	Capacity	and	Flexibility
•	 New	Product/Service	Innovation
•	 Increasing	Customer	Satisfaction	Levels
•	 Obtaining	Skill	Certifications	and	Continuous	Training
•	 New	Product/Service	Development	to	increase	Market	Potential
•	 Improving	Gross	Profit
•	 Reducing	Errors	and	Re-work	Costs

Examples	of	Finance	“Growth	Projects”	are:
•	 Cost	Analysis
•	 Expense	Reduction	Planning
•	 Cash	Flow	Planning
•	 Financial	Reporting	for	Managers
•	 Pricing	Strategies	for	Profit
•	 Forecasting	Expenses	and	Cash	Flow
•	 Activity	Based	Budgeting	tied	to	KPI’s
•	 Increasing	Net	Worth	Valuation	and	Cash	Reserves

This graph illustrates how implementing 
“Strategic Growth Projects” within your main 
business systems can have a dramatic impact 
on 3-5 year goals. It demonstrates how the 
effect is accelerated over time, achieving the 
highest profit increase in the last year.

The longer you wait to implement “Strategic 
Growth Projects”, the longer it takes to achieve 
your goals. 

By	 taking	 an	 Entrepreneurial	 Approach	 to	
developing the right combination of systems 
innovation and “Strategic Growth Projects” – monitored, measured, and improved over time – you can 
dramatically increase your diesel repair shop performance and create sustainable growth and longevity for 
your business.
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