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Preface


There’s an old story about two men who drive up to a residential property in an unmarked rusty van, knock on the front door, and inform the homeowner that they can reseal the owner’s cracked asphalt driveway at only a little more than half the going rate. The homeowner, Mr. Jones, strapped for cash after taking his family on a theme-park vacation, readily agrees to pay cash for the work. The next day, three men arrive bright and early, sweep dirt and leaves off the driveway, and proceed to apply a thin black substance to the driveway. They finish the job quickly and place protective yellow ribbon around the driveway.


After packing their tools in the van, they show Mr. Jones the finished project, telling him not to walk or drive on the asphalt for two days in order to give the sealer plenty of time to harden. “You don’t wanna track the black stuff into your house,” they inform him.


Delighted to have saved money and have the job finished quickly, Mr. Jones readily pays cash for the job. He’s so happy with the results, he forgets to get a receipt. The only thing he knows is that the lead man’s name is “Joe.”


Very early the next morning, while Mr. Jones is dreaming about his golf game scheduled for that day, a wild and thunderous rainstorm awakens him and his wife. Trees bend in the storm, small branches break, and their rain gutters overflow. They give up their sleep and plod to the kitchen for their morning coffee.


Mr. Jones steps outside as dawn is breaking to retrieve the morning newspaper that is usually tossed onto his driveway. He takes a few steps and is dumbstruck by what he sees. His driveway is no longer black. The old cracks are still evident and even more prominent because of the rain. But his lawn is black and the gutter along the street is full of black goo. The light bulb goes on as Mr. Jones realizes that he has been taken. The men did not seal his driveway yesterday—they just “painted” it with some sort of black liquid.


Weeks later, after paying more than the going rate for a proper sealing job and additional money to have a portion of his lawn reseeded, Mr. Jones comes to the realization that he will either have to give up his weekly game of golf or tell the family that there will be no vacation next summer.


You’ve all heard such stories about inept, incompetent, inefficient, and sometimes downright crooked contractors. There are websites dedicated to contractor horror stories, TV news magazine shows that highlight unscrupulous contractors, and organizations like the Better Business Bureau that monitor the activities of problem companies.


So in these circumstances, why in the world would anyone want to start his or her own contracting business? Fortunately, the vast majority of contractors are honest, hardworking folks who provide valuable services to the general public. They are talented men and women who have a positive vision of the future and a burning desire to use their talents for the betterment of not only themselves and their families but also for their community and fellow citizens.


This book covers many facets of the contracting business: It includes checklists for getting started, ideas on marketing your services, and guidelines on how to price these services to make a reasonable profit. It presents ideas for hiring and managing employees and what to do when something goes wrong, either with those employees or with your customers. Along the way we’ll include valuable tips, statistics, and facts about running your own business.


The goal is simple: We want you to know how to start your contracting business and keep it running smoothly, efficiently, and profitably.









CHAPTER 1


The Contracting Industry


The contracting industry is both huge and varied. All sorts of people and companies call themselves contractors. On one side of the coin are thousands of profiteering contractors who made money off the war in Iraq, who supplied Americans on the front lines with everything from meals, laundry, and housing, to drivers, translators, bodyguards, and garbage collectors.


We also know of the hard-working and talented contractors who were instrumental in making the Apollo missions to the moon such a huge success.
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According to the Small Business Administration, approximately 10 to 12 percent of businesses open and 10 to 12 percent of businesses close each year. About half of those that open survive for five years; only one-third are still operating after ten years.






 





These are examples of the far edges of the contracting industry: major companies with thousands of contract employees at one end of the spectrum and the individual specialist on the other end.


The intent of this book is to provide knowledge to either individual entrepreneurs or to small teams of entrepreneurs who want to start businesses providing contracting services to other businesses or individuals involved in property development. These contractors may provide services to individual homeowners; developers of apartment, condominium, or commercial complexes; governments who develop public parks, plazas, and other recreational areas; or developers of residential subdivisions and housing developments.


In simple terms, there are two types of contractors who work with property development. First is the general contractor who organizes a project, hires other contractors to act as subcontractors, and is responsible for coordinating the activities of these subcontractors through the completion of the project. For example, the general contractor may be a home builder who engages the services of excavating contractors, carpenters, plumbers, electricians, and others to build a single home for a client. This operation is usually referred to as a “turnkey” because the general contractor bundles the services of several subcontractors into a single contract with his or her client.


The second type of contractor is the independent contractor. These contractors work one-on-one with their clients and do not work under the direction of a general contractor. Many projects will have both types of contractors working in conjunction with each other. A client may hire a general contractor to build a new home and also hire, under separate contracts, a landscape contractor to plan and install the outdoor spaces, a driveway installer to lay asphalt, and an irrigation company to install an automatic sprinkler system.


This book will focus on those contractors, both general and independent, who provide the services and material required to develop homes, office buildings, subdivisions, and similar projects. If you have the desire to become what we’ll call a “property development” contractor, then this book is for you. We’ll help you determine if you are the right type of person for such an undertaking. Then, we’ll discuss the nitty-gritty of getting started. A lot of time will be spent on how to profitably price your product and service. Troubleshooting problem employees and clients will be another important topic. Finally, we’ll tell you why it’s important to PANIC in order to be successful.
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The feds are watching you closely. If you are hiring subcontractors it is your responsibility to pay them in full at the agreed-upon rate. The rates of subcontractors should be factored into the pay applications so that when the client pays you, the money for your subcontracts will be included. Contractors have landed in jail for failing to pay subcontractors in full. Don’t cut corners, or you can ruin your reputation and end up in hot water.









The Players


Developing a property can be a very complex and time-consuming undertaking. A wide range of experts are needed for a successful property development project. In general, there are two types of contractors involved with the development process: those who generally work on the inside of a building and those who work on the exterior of the building or on the landscape. Following is a list of contractors found working at property development projects. The list is not inclusive; there are additional contractors who have a special niche in the industry. Some contractors specialize in maintenance and repair, while others work with new construction; many do both.


Inside contractors include:


       [image: ][image: ]  Architects


       [image: ][image: ]  Engineers


       [image: ][image: ]  Interior designers


       [image: ][image: ]  Carpenters


       [image: ][image: ]  Plumbers


       [image: ][image: ]  Electricians


       [image: ][image: ]  Cabinetmakers


       [image: ][image: ]  Drywall contractors


       [image: ][image: ]  Flooring and tiling contractors


       [image: ][image: ]  Heating and air-conditioning specialists


       [image: ][image: ]  Insulation contractors


       [image: ][image: ]  Painters and paperhangers


       [image: ][image: ]  Security systems specialists


       [image: ][image: ]  Masons


Outside contractors include:


       [image: ][image: ]  Landscape architects


       [image: ][image: ]  Engineers


       [image: ][image: ]  Grading and excavating companies


       [image: ][image: ]  Asphalt companies


       [image: ][image: ]  Lighting experts


       [image: ][image: ]  Irrigation specialists


       [image: ][image: ]  Landscape contractors


       [image: ][image: ]  Surveyors


       [image: ][image: ]  Deck and patio builders


       [image: ][image: ]  Painters


       [image: ][image: ]  Swimming pool builders


       [image: ][image: ]  Waterproofers


The United States Department of Labor Occupational Safety and Health Administration (OSHA) also adds a number of specialty trade contractors including those that work on mobile homes, those involved with bridge painting, as well as special trade contractors primarily engaged in activities that are clearly linked to specialization in the area of heavy construction, such as grading for highways and airport runways; guardrail construction; installation of highway signs; underwater rock removal; and asphalt and concrete construction of roads, highways, streets, and public sidewalks. You’ll also find specialists in masonry, stonework, tile setting, plastering, and so forth. The point is, contract specialists can be found in almost any possible area of expertise.


Contractors most often, except on very small jobs, will work in teams. For example, a landscape architect will be responsible for the design of the exterior of the property, and an architect will design the building itself. Each may be responsible for ensuring that her designs are properly built. Each may hire other contractors to complete the work. These subcontractors usually work for the architect/landscape architect and not for the owner of the property. They will schedule their work with the architect/landscape architect who, in turn, will coordinate the activities of all the subcontractors.


Another type of contractor is the design/build firm. This type of contracting company has trained architects and/or designers who provide plans for the development, assist the owners with obtaining the required permits for construction, and provide their own work force to complete the actual construction. In some cases, subcontractors may be used for services that the design/build company does not provide. These are usually very skilled services such as cabinetmaking, or work that requires expensive equipment such as bulldozers and backhoes.


Of course, a property owner can act as his own general contractor. However, in order to be successful, the owner must have the time to coordinate all the activities. Typically, he should be on-site daily to be sure that materials are delivered on time and that subcontractors are performing their work according to the plans. It’s also very important that the property owner authorizes all changes in the plans when necessary. (Imagine going on vacation for a week and returning to the project the following Monday morning and finding that your brand-new kitchen was painted metallic gold rather than the soft yellow you thought you had selected.) While creativity can be a plus, making sure everything you do is authorized, in writing, is essential in this industry. This is true whether or not the business or home owner is on the property.


There is nothing worse during the course of a project than having to undo work that has already been done. Imagine you are the general contractor, and the driveway contractor has just completed his work: excavating and grading, installation of a 12-inch gravel base, and then laying three inches of asphalt. Then, the next day your plumber shows up with a huge backhoe and informs you that he must dig a trench eight-feet deep right through your new driveway so that he can install the septic system.


These are nightmare scenarios that have actually happened. Proper time management and knowledge of all facets of the work are vitally important to a successful project. Contractors of all types must know not only their own areas of expertise but also the sequence of the project and be able to communicate with, and understand the basic work of, the other contractors working on the project.
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According to industry sources, 90 percent of businesses in the U.S. construction industry employ fewer than 20 workers. Small construction businesses are a critical part of a vital economic sector and the U.S. economy as a whole.









Economic Importance


The contracting industry is vital to the economy of the United States. During good economic times, contractors are often the engine that keeps a local economy vibrant. In fact, according to the Engineering News-Record (at www.enr.com), the top 400 contracting companies in the United States generated over $330 billion in revenue in 2014. Whenever you drive past a new subdivision, take a look at the number of different types of trucks and vans that enter the development each morning; note the different types of equipment being used by these workers. And think about the families that these workers are supporting. Their work helps support industries like department and appliance stores, grocery stores, and restaurants. During times of economic struggle, the most creative of these companies remain busy and viable with remodeling projects as well as providing maintenance and repair services. However when building and development slow down, the entire economy suffers as many employers lay off portions of their staff.
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If you are currently working for a contractor and plan to open your own business, don’t assume that your customers will automatically move their business to your new company. Most customers are more loyal to a business than to an individual employee. You may, however, serve a niche market and can handle business opportunities in an area of expertise in conjunction with your former contractor and/or other established contractors.






 





Recent data (according to www.investopedia.com) indicates that in spite of the major recession of 2008–2009, entrepreneurship in the United States is alive and well, and the construction and contracting industries are growing. In fact, half of the top ten fastest-growing industries in the United States, as of 2015, are tied to the construction industry. Not only have construction revenues grown but unemployment has dropped considerably in the industry.


While the contracting industry is not for the faint of heart, for those who have the resources, the talent, and the desire to become a contractor, the rewards can be substantial. Not only financial rewards but also quality of life issues are enhanced by owning your own successful contracting business.


So grab your hard hat, and jump right in to learn what it takes to become a successful and profitable contractor.


Wrap-Up


       [image: ][image: ]  The contracting industry is very large and diverse.


       [image: ][image: ]  Contractors are important and valuable contributors to local and regional economies.


       [image: ][image: ]  Profitable and rewarding opportunities abound for creative and talented entrepreneurs.









CHAPTER 2


Why Become a Contractor?


Becoming a contractor is a unique endeavor because contractors work out among their fellow citizens, unlike most retail or professional businesses who draw customers to their establishments. Contractors, on the other hand, spend most of their time away from their office or their home base. Typically they are working in apartment buildings, client’s offices, or on the property of real estate owners.


Contractors Are Important to Their Communities


Contractors do much more than develop property. In many ways they improve their clients’ and communities’ quality of life . For many clients, their homes are their castles, their property, their domains. They spend countless hours in and around their homes and feel it’s important to be comfortable with their surroundings. Of course they all have their own individual likes and dislikes. While one may require a quiet but colorful garden for introspective thought, another may need a high-tech “great room” for entertaining friends and family. For many businesses, image is an important factor in their success. Perhaps a large fountain with multicolored lights is what they need, or a comfortable meeting room with the latest in high-tech communications devices. Most municipalities have specific requirements and standards for the design of subdivisions, park land, and urban spaces. Creative contractors meet the varying needs of all these groups, completing their work in ways that will improve the health and welfare of the community.


Contractors also improve and ensure the safety of their clients. Proper design and construction of the spaces that people use for living, working, and recreation ensure a safe environment for these activities. Contractors must be knowledgeable about local building codes as well as industry-accepted methods of installation. Construction contractors improve the safety of the community by:


       [image: ][image: ]  Providing safe working conditions for their employees


       [image: ][image: ]  Requiring employees to use safety equipment such as eye/ear protection and hard hats


       [image: ][image: ]  Ensuring that buildings are fire safe


       [image: ][image: ]  Using construction materials that ensure the structural integrity of a building


       [image: ][image: ]  Designing proper surface grading to provide acceptable drainage of rainwater


       [image: ][image: ]  Installing handicap ramps and railings to meet building codes


       [image: ][image: ]  Installing septic systems for environmental safety


       [image: ][image: ]  Utilizing sight safety triangles at roadway and driveway intersections for safe driving conditions


Owning and managing your own business can be very rewarding—both mentally and financially. However, do not think that it is always a bed of roses. Operating your own business is much like a rose garden. The vibrant colors of the garden provide beauty and joy to passersby, but for those who get too close and do not pay attention to what they are doing, the sharp thorns can cause pain and discomfort. As you will learn later in the book, paying close attention to the details of your daily work will keep you from being stuck by the thorny issues that surround most businesses.


Do You Have What It Takes?—Part I


Contractors come in all sizes, shapes, and temperaments. But the one trait they all seem to have in common is a burning desire to start and operate their own business. If you have this burning desire to become your own boss, to work independently, to make all the important decisions required to run a successful business and you are willing to assume full responsibility for your decisions, you pass the first test on starting your own business. You also have to be willing to spend long hours and make many personal sacrifices to achieve success. There will be times when your family life will need to make sacrifices because of the demands of your business. Do you have a good partner or spouse who understands and accepts these demands? Starting a business is difficult and stressful. It’s very important to have a supportive family to get through the tough times when running your own business. Finally, you need to have enough self-confidence to stand by your decisions as well as enough self-discipline to persevere and build your new business.
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You can find accredited colleges in architecture, landscape architecture, and engineering. Go to the National Architectural Accrediting Board at www.naab.org. The American Society of Landscape Architects at https://asla.org/schools.aspx or the American Society of Engineering Education at www.asee.org.






 





One of the intangible and hard-to-define qualities found in the most effective business owners is the ability to stand back and look at the big picture. Much like the race car drivers of the past, successful business owners must be able to understand and recognize the multitude of situations that affect the daily activities of their business. The race car driver, for obvious reasons, is concerned with speed. However, pure speed is not the only factor in winning the race. While driving as fast as he can, the driver must be aware of tire pressure, engine temperature, and the front end of the car that controls steering, among many other things, such as the positions of the other cars on the track. These factors influence both the speed and the sustainability of the car. Low tire pressure will make the car more difficult to steer, which will affect speed; high engine temperature will effect engine performance and also reduce speed. The driver must be able to look at the big picture and understand how the smallest of details interact and influence the final result of the race. The best drivers are also able to look at an anomaly and realize that it may not affect the performance of their car. Today, drivers, much like modern business owners, are assisted by computer technology and a team that helps to interpret the data. But this help does not reduce the importance of understanding how the numerous bits and pieces of a business react and influence each other—and when to ignore what seems to be a problem when it is of little or no significance to the operation of the business. Today’s technology provides various tools for race car drivers and for contractors. The key is knowing how to utilize such tools to your advantage and when to use them.


Do You Have the Proper Background?


Individual skills are extremely important to succeeding in the contracting industry. Some are natural, and many can be learned. The ability to use and improve both natural and learned skills is an important factor in developing a successful business. Either way, it is important to develop your skills to the highest possible level.


Those of you who have a desire to enter the design field, such as architecture or landscape architecture, must have artistic and creative instincts. The ability to think abstractly and visualize outcomes is extremely important. Creative solutions to development challenges separate the outstanding firm from the average one. Most industry associations have annual awards competitions where companies or individuals have the opportunity to present their best projects, their best ideas, to their peers. The most creative of these projects stand out and set the standards of excellence for their respective industries.


However, natural skill and ability is not enough.


Consider professional athletes. From 1997 through 2008 Tiger Woods won 14 of the 48 major golf tournaments. But Tiger did not get to the top merely by using the talents he was born with. His father worked tirelessly with young Tiger to hone his skills; he perfected his swing and trained his mind to withstand the rigors of intense competition. Even after winning many major golf tournaments, Tiger kept working with his coaches to improve his swing so that he could continue to stay ahead of the competition. Other athletes like Michael Jordan would arrive an hour early before pre-game warm-ups to take shot after shot. This wasn’t during his early years learning the game but during his amazing NBA career. The best of the best don’t stop once they’ve made it to the top; they continue working hard to stay there, always pushing themselves. At any level, you can always work on enhancing your current skills while learning new ones.


Formal Education


Architects, landscape architects, engineers, and others in the professional field typically earn undergraduate or graduate degrees in their field. Four years of college are required for an undergraduate degree and an additional two years for a master’s degree. Many colleges will allow students to earn a master’s degree even if their undergraduate degree is in a field unrelated to architecture, landscape architecture, or engineering.
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The website www.collegeboard.org has an extensive search engine for finding colleges of all types throughout the United States.






 





There are excellent opportunities for those who do not wish, or are unable, to attend a full four-year college program. Technical schools, usually offering two-year degree programs, are a great place to learn a new trade or to improve a skill you presently have. These programs do not require the rigorous high school curriculum and pre-admission testing needed to be accepted at four-year colleges. Technical schools offer degrees in the construction trades such as plumbing, carpentry, and landscaping. They also offer programs in business management, marketing, and real estate for those who intend on someday starting their own business in the property development industry. Currently nearly 2,000 technical schools in the United States offer associate degree programs in the construction trades and/or horticulture/landscaping.


On-the-Job Training (OJT)


Those of you who have been in the military likely understand the term “OJT.” After surviving eight weeks of torturous basic training, you were given an MOS (military occupational specialty) and assigned to a post. If, for example, the Army decided that it needed a clerk-typist, you might be assigned to a company headquarters office to learn typing and filing. No experience needed; just show up for work, and your superior would show you what to do. Over the following weeks and months, you’d learn your job while doing it. Little, if any, formal education was provided. If you learned the job quickly, you’d be promoted from private to specialist, and hopefully to sergeant. Each promotion would bring more responsibility and higher wages.


In the construction business OJT is a common way for employees to learn the trade. New, inexperienced employees are assigned to a work crew led by an experienced foreman or crew leader. It’s the job of the foreman to complete each job or project according to the specifications established for the project and to finish it at or under budget. Her job is also to train new employees on how to do their particular tasks. As in the military, new employees are given simple tasks at first and then move on to more complex and skilled work as they master each task. Repetition and familiarity with the necessary tools will help facilitate OJT.


An important part of OJT is making mistakes! All employees (as well as bosses and business owners) will make mistakes at some time during their career, and new employees typically make more mistakes than more experienced ones. The key to mistakes is the ability to learn from them. As a boss or business owner, you should make it a point to encourage employees to understand what they did wrong and move forward. Those who do learn from mistakes and errors eventually become much better and more productive employees. And, most important for those who intend on starting their own contracting business, understanding and learning from your past mistakes will make you a better teacher of new employees; the result will be that your business is more productive, successful, and profitable.
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