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BUSINESS SUMMARY

Currently, Olson Construction (herein referred to as “Olson” or “Company”) specializes in high-grade residential renovations and restorations.  This sort of work requires a tremendous amount of skill and a degree of artistic expression, which is owner Ken Olson’s specialty.  However, due to the highly specialized nature of this work, it is inherently limiting to the growth of a construction company.  Olson proposes growth by expanding into two additional areas of renovation, creating a three-tiered system of business:  Residential, Commercial, and Investment.  

Residential is Olson’s primary area of operations.  It ranges from simple maintenance of household and building systems, to renovations of existing structures, to new structures or rooms added to existing structures.  Quality of work is exceptional, and the finished appearance retains the look and feel of the original structure, appearing as if it were always part of the building.  This area can be somewhat profitable, however it is time consuming and demands exacting standards of workmanship.  It is not as deadline sensitive as Commercial work (described below).  This must be the area in which Owner Ken Olson can spend a majority of his time to insure consistently high standards of quality, workmanship and customer service.

Commercial renovations are the logical first expansion for Olson Construction, as they require a greater attention to deadlines but less detailed and intensive types of work.  Commercial renovations can typically be handled by an experienced crew of 2-3 men, including a Supervisor responsible for day-to-day work assignments and progress reports.  Commercial work can be highly profitable if performed in a way that is consistent with the expectations of the customer and completed on time.  Employees in this area may be equipped with Company tools and resources or they will supply their own (to be determined later).  The Commercial expansion process is already underway pending negotiations with Fifth Third Bank.  Olson qualifies as a contractor eligible for “small” jobs (under $40,000/job) with Fifth Third.

Investment is a potential third area of operations for Olson Construction, and should be considered almost mandatory very early in the Commercial expansion.  Investment indicates properties in need of renovation which are purchased by the Company or by independent investors with the intention of quickly and economically renovating the property for immediate refinance or resale.  These properties will have no specific deadlines for completion, and therefore do not demand a dedicated work crew of their own.  However, in order to attract and retain top-quality employees, it is vital that the Company be able to provide 40 hours of productive work each week, and the Company has an interest in seeing that each employee not only pays for himself, but that he earns a profit for the Company.  The Investment portion of the Company provides additional work for employees in the event that Residential and/or Commercial work is unavailable or delayed.  In particular, it compliments the Commercial work very well because of the excellent flexibility it offers: labor for time-sensitive Commercial jobs is immediately available from the Investment portion, which, of course, has no deadline.

To achieve this system, significant growth on the part of Olson is required, and this business plan proposes a controlled plan for expanding the business without significant additional investment by owner(s) or investor(s).  Goals and checkpoints will be carefully mapped as benchmarks for the plan’s success.

CORPORATE GOALS & PLAN SUMMARY
1) MANAGEMENT (see page 7).  Currently, Olson Construction is a very small firm, employing anywhere from 2-5 people depending on the size of the project.  Because of its status as a small business, Olson is able to react quickly to customer needs and feedback.  However, this small size also limits the scope and timing of many jobs.  Olson Construction wants to grow larger to better service a wider variety of customers, while simultaneously maintaining the excellent customer relations that has been so successful in the past.

What Olson proposes is a management TEAM, made up of ambitious individuals who take responsibility for their jobs.  The TEAM includes Ken Olson as the primary customer contact and quality control inspector, at least one lead carpenter, and a business manager to manage accounts, billing, materials acquisition, business operations, etc.  This would allow Olson Construction to double its work force and therefore double the number of jobs the Company is capable of completing each year.

SHORT TERM GOAL:  Hire and justify at least 2 additional permanent, full-time employees (a Lead Carpenter and 1 additional laborer) by the end of year 2000.
LONG TERM GOAL:  
2) REVENUE & FINANCIAL MANAGEMENT (see page 9).  With its small size (and big heart), Olson Construction frequently captures small residential jobs taking from 1-5 days, jobs in which few larger companies are interested.  Some examples include straightening leaning garages, recovering weathered porch floors, and repairing damaged chimneys.  While these projects can keep a crew busy when no large jobs are present, they are frequently not profitable, and probably do not contribute significantly to growth of the company because of their large demands on the time and resources of only a small portion of the business.  Existing residential customers may continue to expect such specialized service from Olson, but as part of the company’s growth plan, projects smaller than $5000 should be avoided whenever possible.

As an alternative to the smaller jobs, Olson may purchase investment properties for renovation and resale.  With these properties, idle crews can easily find a full day’s work whenever necessary while still contributing to the company’s bottom line.  Capitalization on the investment properties will be cumulative, with each successive property purchase funded largely by the proceeds of the last.  In this way, the work crews become self-supporting, building a mutually beneficial relationship between the Company and its employees.  It is vital that work crews have consistent 40+ hour weeks every week in order to retain quality employees.
In addition, profit margins must be closely monitored on a daily basis and accounts micromanaged to insure profitability from all projects—currently not an Olson strong point.  A 50% mark-up on all costs (which produces a 33% gross profit) is typically accepted as the minimum necessary to survive in the remodeling industry.  Olson must strive to maintain a minimum of 50% mark-up on all costs, including labor.  With close project management, this is a very realistic goal, and should be the guide by which all jobs are evaluated.  If it isn’t profitable, Olson should not be doing the work.  Period.

SHORT TERM GOAL:  Increase yearly gross revenue from $200,000 to $500,000 in 2 years, while simultaneously maintaining a 50% gross margin on all costs.  Reduce demands on resources by shrinking the volume of “small” residential jobs.

MID TERM GOAL:  Purchase one (1) investment property by the end of 2001.
3) GEOGRAPHY  (see page  ).  More travel time = increased expenses.  Olson follows the work instead of generating a strong reputation in a single geographic area or city.  Again, like the above mentioned “small” residential jobs, the wide geographical areas covered by Olson reduces  exposure and increases travel time and travel expenses.  By specializing in high-end residential remodeling and restoration, Olson specifically limits its operating area to locations where such structures exist, with emphasis on Shaker Heights, Beachwood, Cleveland Heights, and University Heights.

The wide variety of current work locations prevents Olson from developing a strong relationship with suppliers and local building associations, as well as city resources.  It dilutes the concentration of Olson work sites, and diminishes public knowledge of the Olson Construction “brand” name.  

As an example, refer to Neubert Painting, a house painting company located on the east side of Cleveland.  They constantly have several jobs going simultaneously, and their name is typically well-known and well-respected in the communities they serve.  They combine high quality (with an appropriate price premium) with familiarity to increase their visibility and status in the neighborhoods they serve.  An excellent example of how to do it right.

SHORT TERM GOAL: Reduce geographical residential work areas to fewer than 10 zip codes by the end of year 2000.
4) MARKETING (see page  ).  Olson presently relies almost exclusively on word-of-mouth advertising to promote its business.  Although it is probably the most effective form of advertising, it typically does not reach great numbers of people.  In addition, word-of-mouth advertising does very little to promote “brand awareness” and company exposure within a community.  A well-targeted advertising campaign can increase broad-based knowledge of  Olson Construction, and invite new customers to experience what Olson Construction has to offer.

In addition to the marketing program to reach new customers, Olson must develop “on site” advertising that tells visitors and neighbors who is doing the work.  A simple sign in front of the house stating something like, “Another excellent job by Olson Construction” and a phone number can do wonders for the curiosity seekers watching the job’s progress from next door or across the street.  This is largely how Neubert Painting became a household word on Cleveland’s east side.

SHORT TERM GOAL:  Place high-quality print ads in 2 targeted magazines by the end of year 2000 and develop “on site” advertising by the end of 3rd quarter 2000.
5) CHANGE CORPORATE CULTURE (see page  ).  Corporate culture is vital to a company’s health, particularly in these times of low unemployment and minimal employee loyalty.  Business in the 21st century requires more than just a paycheck, it requires perks that make a company special, a work environment that makes employees proud and anxious to come to work.  An important consideration for employee happiness is free evening and weekends, something Olson promotes.  But so do most companies.  Olson needs to make itself special to attract high-quality employees.

Some suggestions:  

A) 10 hours a day, 4 days a week.  Giving employees a 3-day weekend each week can be a tremendous bonus, without costing the Company a single extra penny.  Imagine a family with 2 small children that suddenly has only to pay for 4 days of day care each week instead of 5.  Not only are you giving the employee 52 days off each year, you may be giving him extra money!  And it costs the Company nothing!

In addition, it maximizes productive time for the company, since there are only 4 “set up” and “clean up” periods in a week instead of 5.  For instance, if it requires 15 minutes to set up and 30 minutes to clean up each day, a 5-day week has 3 hours, 45 minutes of “unproductive” time.  However, with a 4-day week, a crew has only 3 hours of “unproductive” time, a significant 20% improvement!  More work gets done in the same amount of time.  Consider 7:30 to 5:30 instead of 8:30 to 4:30 as a standard day.

B) Paid lunch hours and vacations.  Simple and (relatively) inexpensive perk.

C) Health insurance.  Get it, offer it, pay for a big chunk of it.  Offer choices for families and individuals.  It will pay for itself in employee retention and loyalty.

D) Savings plans.  Build a 401k program for employees.  Give them an allowance to pay for insurance co-payments and deductibles.  It is not necessary to give them more money, but give them the option of building towards their future with Olson Construction.

E) Training.  Invest in employees and give them the skills they need to do their jobs.  Start with relatively inexperienced labor and teach them the “Olson way” to do things so that old habits are not getting in the way.  Or, give experienced employees the opportunity to learn a new skill, such as giving a carpenter some experience with laying tile floors.

F) Engender the “entrepreneurial” spirit.  Give employees responsibility for their jobs and watch them bloom into ambitious members of the team.  Trust them to do their jobs right, and they’ll pay you back by doing their jobs right and staying with the Company.

G) Company-provided tools (and eventually vehicles).  Enforce employee responsibility by assigning tools to employees, who are responsible for inventory, damage, and proper maintenance.  This reduces employee’s out-of-pocket expenses and increases the Company’s net worth.  Equipment can be depreciated as well, which is a significant savings at tax time.

SHORT TERM GOAL:  Implement at least TWO of the above suggestions by the end of 3rd quarter, 2000.
MANAGEMENT TEAM & STRUCTURE

KEN OLSON, OWNER & PRESIDENT (suggested salary: $60,000+).  35 years experience.  Highly skilled in all aspects of construction, renovation, and restoration, including carpentry, finishing, plumbing, and electrical.  A perfectionist famous for taking jobs which other contractors say “can’t be done.”  Excellent professionalism and customer relations skills.  Qualified business person with a sound financial knowledge base.

Responsibilities:  Supervise all aspects of business operations.  Concentrate on strongest skills:  hands-on and supervision of renovation and restoration in Residential areas.  Initial point of contact for sub-contractors.  Estimate development.  Final decision making authority.

MATTHEW HARWOOD, GENERAL MANAGER (suggested salary: $45,000; employee).  10 years experience.  Apprenticed under Ken Olson for many years.  Familiar with carpentry and renovation.  Proven personnel and company management success, growing Mallett Cars, LTD. from $220,000 gross annual income in 1997 to over $1.3 million in 1999.  Additional background in sales and sales presentation.  Excellent professionalism and customer relations skills.  Sound business knowledge and accounting skills.

Responsibilities:  Daily business operations: accounts payable, accounts receivable, payroll, bookkeeping, financial management.  Design and maintenance of Olson Construction advertising information (print and Internet).  Customer cultivation and scheduling.  Purchasing: supplies, tools, materials, etc.  Estimate development.  Develop Investment portion of Company—search, negotiate, finance, and budget investment projects.  Hands-on labor as required in any area.
LEAD CARPENTER(S) (suggested salary: $45,000; employee [or partner?]).

Responsibilities:  Project & personnel management & supervision.  Primary contact for on-site customer relations.  Problem solving & job scheduling.  Responsibility for project deadlines.  Employee mentoring & training.  On-site counterpart to General Manager.

GENERAL LABORERS (suggested hourly rate: $11.00/hour starting + bonus & 5% annual raises; employees).

Responsibilities:  General labor under President & Lead Carpenter supervision.  Responsible for all aspects of Company labor including rough framing, masonry, demolition, drywall, finish work, etc.  Creativity a bonus.

A management team must be selected based on ability and responsibility.  Owner will have absolute control over all aspects of business and will, to a certain degree, maintain supervision over all employees.  However, in order to concentrate his primary efforts on his specialty, it is suggested that the owner delegate authority in the following manner:




Figure 1: STAGE I MANAGEMENT CHART

REVENUE & FINANCIAL MANAGEMENT

Growth in the financial areas of Olson Construction can be summed up simply:  accept only larger, more profitable jobs.  As mentioned in the summary, Olson Construction frequently accepts smaller jobs because of several different factors:  a) there is no other work (a scheduling or marketing problem) or b) a past or current customer/friend/relative has a project and doesn’t know who else to turn to (an acceptable reason to perform a small job)  or c) there is some interest on the part of management to undertake such a project (these can probably be eliminated easily).  Although Olson has made its reputation on undertaking those jobs that nobody else wants or can do, that reputation might be better applied towards Olson’s specialty: fine home renovation.

The first problem can be solved by two primary methods, each of which should be applied to the Company’s operation.  First, there should be advertising to generate sufficient high-quality jobs to keep the Company busy at all times.  Second, failing to fill the work schedule 100%, the Investment properties owned by the Company will provide work for employees in the event that a primary job cannot be scheduled.  At no time should workers be dismissed without work (which leads to dissatisfied workers and/or counter-productive expenses).
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