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Praise for


Staying Alive in the Funeral and Cemetery Profession


“When you need surgery, you go to an expert surgeon; when you need an expert in the funeral industry, you go to Johnson Consulting Group. Whether you’re buying, selling, or growing your business, Jake’s experience and wisdom will help you achieve optimal outcomes from your investment and efforts!”


—Sheldon Harris, Partner, CEO Coaching International


“Jake and his team of experienced professionals are a valuable resource to all areas of the funeral profession. This book is just a sample of their deep insights.”


—Mike Webb, CEO, Service Corporation International


“Jake Johnson has written a book that, as I read it, seemed like my thirty-three-year career condensed into just a few pages! I have experienced and lived nearly every single topic in Jake’s book, but most of it I learned the hard way, through trial and error. This book is a must-read for any funeral professional in any stage of their career! For some it will help them exit successfully, and for others it will help them build successful businesses and grow them wisely. I feel like I lived my career over again by reading this book and wished I would have had it available to me years ago! Two thumbs up, Jake!”


—Rick Allnutt, Former Owner, Allnutt Family Companies


“Jake has touched on many valuable lessons and tools in this book, and I only wish I had read it twenty years ago. It is no secret the funeral industry has changed tremendously over the last thirty years and continues to do so, with higher cremation rates, new competition, and declining revenue per call, not to mention the ever-increasing costs of doing business. Over the years of working with Jake and Johnson Consulting Group, our business operated stronger and was more financially stable. Our surveys and performance improved. All the while, having ‘real-time’ financials and sales analysis from the accounting team kept the train on track and rolling right ahead. Then when the time came to sell our business, once again I turned to Jake and his team. Their metrics for valuations and recommendations were spot on, which ultimately lead to an easy decision for the business and my family.


“This book can be an invaluable tool to the owner trying to be more relevant, a new generation coming into the business, or a family thinking about succession planning for the future. Jake and the team of experts at JCG will work with you to create a plan today and help you navigate the future in funeral service successfully and profitably. Your business and personal life will be better for it.”


—Laurens Fish III, Former Owner, Weed Corley Fish Funeral Homes


“Jake Johnson offers fresh perspective and a progressive take on the current state of the death care industry. His years of experience in all aspects of funeral service make this book a must-read for anyone interested in acquisitions or taking their existing business to the next level.”


—Kenny Knauss, Past President, Palm Mortuaries and Cemeteries


“Jake and the Johnson Consulting team have helped hundreds of funeral and cemetery owners. As a result they have a wonderful view of our profession—where we’ve been, where we’re headed, and some great thinking on how to best get there.”


—Jay Waring, COO, Service Corporation International


“In a profession that is experiencing so much consumer change and disruption, Jake’s message is the most relevant guide to future growth and success available today!”


—Walker Posey, Owner, Posey Funeral Directors


“The content of this book proves that you can grow your business successfully—despite rising cremation rates—through innovation and recruiting the right team. Embracing these changes will help you leap forward. This book has reaffirmed to me that the funeral industry is constantly evolving and how to strategize for the future. Jake’s wisdom is certainly a refreshing yet forward-thinking outlook on future profitability, innovation, and collaboration as keys to success in our industry. This is certainly a great read for all funeral and cemetery professionals.”


—Paul C. St. Pierre, Sixth-Generation Funeral Director


“I often am skeptical when I see a must-read for our profession, but this is a must-read. Jake delivers beyond words an excellent summation of what business owners must navigate and consider. His wisdom from real-life experience is more than advice; it is a true testimonial of someone who cares deeply for our profession.”


—James H. Busch, President, Busch Funeral and Crematory Services, Cleveland, Ohio


“Jake Johnson has written an excellent book that very accurately identifies the current challenges and opportunities for improvement in modern death care businesses. His creativity in the manner that he presents his information is matched by his unique and very deep knowledge of funeral service operations. There are few funeral professionals who have witnessed firsthand all aspects of funeral home and cemetery management as Jake. His vast and varied experiences are unique among peers, and this book offers a recipe for best practices and improvement in business operations for a multifaceted profession in challenging and changing times.”


—Charles M. Billow, Billow Funeral Homes & Crematory


“I started Johnson Consulting some twenty years ago and turned it over to Jake’s capable hands shortly thereafter with great success. Now the book … great information based on many years of experience. A must-read!”


—Tom Johnson, Founder, Johnson Consulting Group


“Jake Johnson is truly a ‘unicorn extraordinaire’ who possesses a deep and vast knowledge of the funeral and cemetery business. Jake earned his stripes and credibility by demonstrating how, when, and what an owner should do to grow revenue, reduce cost, or position themselves for a sale.”


—Steve Tidwell, Senior Vice President, Sales and Marketing, Service Corporation International


“Having been a client of JCG for more than ten years, I credit Jake and his firm for providing invaluable tools that have allowed our funeral homes, cemeteries, crematory, and flower shops to grow via the JCG accounting and management reporting they provide. Staying Alive in the Funeral and Cemetery Profession by Jake Johnson is a must-read. Jake walks through the strategic steps owners must do to maximize the value of their enterprises.”


—W. Warren Claybar, President, Claybar Funeral Homes and Hillcrest Memorial Gardens
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I would like to dedicate this book to you! Thank you for taking an interest in this profession and making it the best you can!




 


About the Author


Jake Johnson has rapidly advanced into senior leadership roles and gained respect throughout the funeral and cemetery industries. He is known as an innovator, change agent, and thought leader. Jake’s success is based on his unique ability to identify simple solutions for complex business problems and communicate across all levels of the organization, instilling positive morale, empowerment, and employee ownership to drive service excellence. His strong foundation in accounting, financial analysis, and EBITDA forecasting is complemented by technology savvy and broad general management qualifications in business development and operations.


As president and CEO of Johnson Consulting, Jake provides strategic direction and marketing innovations that laid the groundwork for the company’s rapid growth, gaining recognition as the premier total solutions provider within the funeral industry. In his former position as executive vice president and general manager at Palm Mortuaries and Cemeteries, he provided key operations leadership to the Palm Cemetery Division. During his time at Palm Mortuaries, he handled funeral arrangements and funeral directing, and he was a funeral home manager for a seven-hundred-plus annual funeral call location. Jake began his career at Keystone Group Holdings (now Dignity Memorial Network) as associate director, corporate development, where his financial analysis and forecasting expertise was foundational to the firm’s growth. Jake’s educational credentials include a BSBA degree in management with an emphasis in accounting and financial analysis from Xavier University in Cincinnati, Ohio. Rounding out his financial portfolio, he is an Arizona-licensed real estate agent and licensed investment advisor representative. Jake is also a member emeritus of the Funeral Service Foundation Board.
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Preface


This book aims to help people in our profession recognize how change impacts their business in more ways than meet the eye, such as how decisions impact enterprise value. I want the reader to consider carefully how they spend their day to get the most out of the value they bring and to put the lesser-value tasks out to others; to discover that there are opportunities in this business now and in the future if you go after them with all your efforts; and to know that, as they say, “There is always somebody out there that is bigger, better, stronger.” My aim for the reader is to be that somebody! It is up to you. There is no wrong answer, but that also means there should be no excuse on your part. You can either make it happen or wonder what happened. It’s your choice.




 


Foreword


Jake Johnson’s Staying Alive in the Funeral and Cemetery Profession is refreshing, visionary, challenging, and insightful—with a good touch of subtle dry humor! Truly, it is invigorating, expansive, and exciting to read.


Jake’s background in funeral service and cemeteries is remarkable and unique. Except for embalming, Jake has literally done it all and at every level. Significantly, his early career formation and experience was outside of the “family business” of Jake’s iconic and highly successful father, Tom Johnson, truly one of the most distinguished in the history of our industry. After, Jake had very extensive upward success in his career, and then Jake joined Johnson Consulting in its early days, and after many years of being a major contributor in the success and growth of JCG, he became his father, Tom’s, successor and serves today as its CEO. Since Jake became the executive leader at JCG, the firm has grown exponentially as a full-service consulting firm—offering its clients every innovative service imaginable to best serve them at their very difficult times and offering its client owners and their associates the opportunity to enjoy a successful enterprise—a true win-win for all!


On a personal level, my respect, friendship, and gratitude to Jake; Tom, the founder; and the JCG team is profound. I have often said and continue to say, “The single best business decision I have ever made was engaging Johnson Consulting nearly a decade ago!” Our relationship with Jake and the team has allowed us to grow significantly and challenged our associates, leadership team, and me to become far better across every metric. It has been fun, added to our passion, and been a great return on investment, and with positive expectancy for the future, we will continue this great and wonderful relationship!


Death, taxes, and change are the only guarantees of life! “Caring for the dead while serving the living” has been and, in some form, will always be a part of societies and civilizations. How we change and adapt (or not) will determine our role in this honorable service to others. Jake Johnson’s insight is the “cutting edge” of maximizing our today while preparing for our new and different tomorrow—all while having passionate enjoyment in the process!


Whether you are young and considering entering our profession, early in your career journey, midstage, a serious (or potential) investor, or just a “classic citizen” like me (I prefer this term to “old”!), Staying Alive in the Funeral and Cemetery Profession is a must-read, in my opinion. I am so very confident you will enjoy reading and inwardly digesting Jake’s remarkable book, and you will be very happy you did so!


—Bill Hawkins


Founder, President 
 Angeleno Mortuaries Inc.




 


Introduction


You’ve worked diligently your whole life to build a successful funeral or cemetery business. Yet in the past few years—despite all your efforts—it can seem like a struggle. With so much effort and so little to show for it, you’re feeling, well, like the walking dead.


You’re not alone. The rise in cremation rates, ever-changing buying habits of today’s consumers, and entrance of low-cost providers into the US market have delivered a blow to bottom lines. Funeral and cemetery professionals are working harder than ever for less. You have to wonder: Where is this all headed? And what kind of impact will it have on the value of your firm? After all, value is at the heart of what we do.


We all know that the perception of value changes along with customer preferences. And it can be a real challenge, considering that you’re selling something no one wants to buy. But just how often do you weigh the impact of the business you bring in every day?


It can be said that the average funeral can provide up to $20,000 in enterprise value. So what happens when you don’t serve a customer well? Serving one less family for the year may just cost the operation $20,000 in enterprise value. You could argue that these things happen, but the real question is, how can you ensure your business will thrive in the current economic climate rather than … decline?


Many businesses struggle to answer questions like this one. With roughly 80 percent of funeral operations in small towns—averaging just three to seven employees each—it’s hard to see the bigger picture and to know what’s happening outside of your own organization. I’ve had the opportunity to do just that. I’ve occupied almost every role there is in the funeral and cemetery professions, from the grounds to the executive board. And as president and CEO of Johnson Consulting, the premier consulting firm for the funeral and cemetery professions across North America, I’ve bought, sold, and collaborated with thousands of businesses. I’ve seen firsthand the challenges they face and the factors that result in their success or failure—the good, the bad, and the ugly.


It may be less obvious today, in a world where social media seems to highlight just how green the grass is on the other side, but this is still a great business to be in. There are plenty of opportunities to refine, expand, or sell what is likely the most valuable asset you have. That’s what we’ll do here. The insights in this book—compiled over more than two decades of experience—can help you find more success, whatever your goals may be. But before we jump into the how, let me give you some of the why: my background.


I’ve been around the funeral business for as long as I can remember. I originate from Batesville, Indiana, home to the United States’ largest casket manufacturer. If you were in Batesville—which has a population of about seven thousand people—you were most likely involved with the Batesville Casket Company in one way or another. My connection came through my father’s side of the family, who knew the company’s owners, the Hillenbrands, and eventually through my father himself.


Back in the day, when it was the norm to follow in your parents’ footsteps, my dad thought he’d be a banker like his father, who was president of the local Batesville bank. That’s not quite how things worked out, though. He had joined Fifth Third Bank in Cincinnati, Ohio, and was doing quite well. But banking was slower than my dad pictured. A serial entrepreneur and salesman by nature, he wanted more action. So he approached Batesville Casket Company to seek out employment in his hometown. After several interviews, he became the sales training manager for the company and found himself learning how to sell and merchandise caskets. The sales aspect of the job provided more excitement than banking offered, and Dad never turned back. He eventually implemented and ran the national accounts program for Batesville Casket, which negotiated contracts with larger firms in the United States. The rest of his career—and all of mine—would revolve around the funeral and cemetery professions.


My father’s work took us to San Diego, California, where he was general manager of Greenwood Memorial Park, a very large cemetery/ mortuary combination. When that company sold, it was on to Los Angeles, where he became president of Pierce Brothers Mortuaries and Cemeteries, then the largest funeral operation in Southern California. Pierce Brothers had fallen on tough times, and my dad was brought in to revive it. With him as my primary role model, when it came time for me to find summer work, a cemetery seemed like the most logical choice. The grounds at Pierce Brothers Valley Oaks in Westlake Village became my domain. I pulled weeds, cleared sidewalks, and trimmed rosebushes. It was a formative experience for me: the first place I ever got my hands dirty. It was also where I learned to drive, mostly because it was safe—there was no one I could hit that would die again. At the cemetery, I also had a manager who made a real difference in my life: Ruben Lariz. Ruben would always tell me my options: “La pluma or la pala”—the pen or the shovel. He worked me hard, with the goal of making sure that I would find my way from the grounds into an office. In many ways, my deep appreciation for the funeral and cemetery profession began there, on those grounds. It was humbling to see how hard the groundskeepers worked, and I promised myself that if I was ever in a position to manage a staff, I would treat them well and make sure my customers did the same.


Meanwhile, my father was working to turn the business around at Pierce Brothers. He was addressing the company workflow, consolidating where necessary, and holding roundtables with staff to figure out how to grow. Everyone left Dad alone because they knew that if they did, he would do his job as if he were the owner. And he was good at it. Pierce Brothers’ owner at the time, self-made millionaire Joe Allbritton, had wanted to sell the business for $10 million before my dad came in. The highest offer had been $6 million. After Dad was done with it, a decade or so later, the company was worth well over $150 million. In fact, when Mr. Allbritton finally had a buyer—Service Corporation International, the world’s largest chain of funeral homes and cemeteries—it was Dad he called to help him carry out the transition.


The sale was rough for my dad; he had invested so much time in the company. And so after it was through, he told himself that, going forward, he wouldn’t be doing that kind of work for anyone but himself. He started his own acquisition company, Prime Succession, in Batesville, Indiana in 1992. I had just graduated high school, and I wasn’t about to move from Los Angeles back to that sleepy town, so I began attending Santa Barbara City College. But without any family in California, I soon got lonely. It was through another funeral profession connection that I found Xavier University in Cincinnati, which is just forty-five minutes from Batesville. Michael Saint Pierre, who ran Wilson Funeral Homes in Indianapolis, had a son, Paul, who went to Xavier, and he showed me around. I graduated with a management degree, but I also took electives in subjects such as tax and financial statement analysis, things I knew I wanted to be part of my skill set.


My coursework at Xavier combined with a few traits I’ve had since birth would help shape my professional path. I’ve always been all about organization: if I was in the living room playing with my toys, they were lined up from big to small. Also, I thrive on my own, I never have a problem trying something new, and I try not to get stuck in analysis paralysis. If I can’t find something I need or want, I’ll invent it.


This mentality meant I didn’t really need much direction; I liked to work, to fix things, to create them from scratch. And along with my accounting skills, I carried these tendencies into my first real job: working for my dad as an accountant. I was a little intimidated—my dad had around fifty employees, and no one in our family had ever considered working for his company—but I handled it as I should have. I walked on eggshells, and I didn’t say crap if my mouth was full of it.


Soon after I joined Prime, the investor group that backed Dad decided to sell. The business went to Loewen Group, a big player in the space. This meant I—and many at the Prime home office—would be let go. But my dad had been good to his partners, Bob Horn, Bill Cutter, Berny Gaarsoe, and Steve Tidwell, and they were ready to set out on their own. With the money from the transaction, they started an acquisition company by the name of Keystone Group Holdings, based in Tampa, Florida. Steve and Bob brought on Steve Shaffer, who had been controller of Prime Succession, and a gentleman by the name of Jim Price, who ran the Pierce Brothers cemetery I worked at in high school. They agreed to bring me along too.


As an acquisition firm with VC backing, our charge was to go out and buy funeral businesses, and I had a chance to be involved from the very first deal. I quickly rose to director of business development within Keystone Group. Then, in 1999, the funeral and cemetery space went through an incredible change.


In prior years, the purchase price multiples that buyers would pay were based on historical performance, with offers coming in at five or six times earnings before interest, taxes, depreciation, and amortization (EBITDA). But the problem with acquisition analysis is that you can convince yourself of anything. There’s nothing in front of you that says you can’t do it except your own imagination. And now, acquisition companies were creating a pro forma in which purchasing companies would increase revenues by 3, 5, even 10 percent depending on where sales were compared to other funeral homes in the market, which created a higher cash flow.


In addition, competition in the acquisition space was getting so fierce that companies were paying very high multiples for businesses. Multiples kept creeping up—six and a quarter, six and a half, seven, and beyond. It was a double whammy of sorts: creating cash that didn’t yet exist at these businesses, then paying more on top of that to secure the sale.


An owner would believe he was getting a purchase price multiple of seven times, but because the acquisition company had created such a high EBITDA, it appeared to investors that the buyer was only paying six times the value. As such, the investment community didn’t have a fair method to compare one company to another using earnings per share.


This was especially challenging with the purchase of cemeteries. Let’s consider receivables for a second. In our business there are at-need receivables and preneed receivables. Whether it’s a funeral home or a cemetery, if it’s an at-need receivable, it probably will come due and paid in less than forty-five days. For funeral homes, the preneed receivable could be five to seven years; however, depending on the state, typically a large balance of those funeral home preneed receivables will be due into an insurance product (there are exceptions, though, as with some states it can still be favorable to sell funeral home trust products). Now, typically with a cemetery, those preneed receivables over five to seven years are due in a trust or in cash, depending on whether it’s merchandise, property, or a service (state rules dictating of course). Because of this, if revenues weren’t being projected correctly, or if as a buyer you misinterpreted the financial statement, you were in jeopardy of vastly overpaying for cemeteries. And the numbers couldn’t keep inflating forever.


Loewen Group, the company that had purchased my dad’s firm, went bankrupt due in part by overpaying for acquisitions. Service Corporation International, which was publicly traded, dropped a whopping 94 percent between 1998 and 2000.1


During this crazy time, I decided I would go back and work inside a funeral home to get boots-on-the-ground experience. I got a job working for Palm Mortuaries and Cemeteries in Las Vegas, Nevada, which was then one of the largest privately owned funeral businesses west of the Mississippi, with sixty-five hundred funeral calls, twenty-four hundred cemetery interments, a monument company, and one of the largest flower shops in Las Vegas. There was no job description for me. Ken Knauss, the owner, trusted that I was a good worker and a quick learner. He hired me with the knowledge that I had been doing accounting and financial analysis previously, but he told me, “If you’re really serious about working in a funeral home, this is what you’re going to get. I hope you enjoy it.” Instead of sitting behind a computer, I was driving coaches and limousines and delivering flowers. Eventually, I began directing funerals and doing funeral arrangements. My next role was running one of the company’s funeral homes, which held about seven hundred funerals a year, compared to the US average of 110. I went on to oversee cemetery operations before serving on the company’s executive board.
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