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  Introduction

  It is good to have an end to journey toward; but it is the journey that matters in the end.

  —Ernest Hemingway

  Contractors build our homes, our offices, the roads and bridges we travel across, the parks in which our children will play, and the infrastructure we depend on for our everyday life. We build our nation one dream at a time. Our hands touch the entire world that surrounds you. The construction industry does tell many tales of arrogance, dishonesty, incompetence, and betrayal. At the core of it, however, there are many hardworking men and women who pride themselves in adhering to the highest standards. The reasons you seek to be a contractor are only answered by your own mind and heart, but answered they should be.

  I wrote this book from the general point of view of a remodeler. Any type of contractor will find the key points mentioned here relevant to their line of work with industry-wide applications. Seasoned contractors will nod in agreement of essentials that echo in their minds. New business owners will gather useful information to help them build a solid company.

  In the chapters to follow you will read about: standards and expectation on the home improvement business; how to get started on the office side and in the field; dealing with employees and clients; what to write in contracts and how to successfully bid on jobs; how to keep records and understand your profitability; how to take care of personal benefits that self-employed individuals need, and many other easily overlooked points to be careful of.

  You will inevitably run into problems throughout your career. Such is life. Takeaways in this book might make some of your issues avoidable if you are open to understanding the message. Never contemplate and put yourself down. You need to solve the crisis and move on. Brighter days always wait ahead. Knowing in your heart you are always doing the right thing will make your dilemmas so much clearer. It is very important in this industry, as it is elsewhere, that you operate with integrity and honesty to yourself and others. Good communication solves most issues before they ever arise and tackles misunderstandings between you and your clients or workers. You must stay organized and focused on your business, handling paperwork promptly and efficiently. Maintain full control of your jobs, being relentless about trimming costs and improving quality. You will touch the lives of many people directly or indirectly. All of your actions will have consequences, sometimes unintended. Always strive to be better at everything you do and always seek improvement. As the U.S. Army once proudly proclaimed, be all you can be!

  As I set out to write this book, I had imagined I would help many new contractors navigate entry hurdles in the construction business. I had also planned on helping myself evolve and systemize my thinking in business terms. Getting away from the job site gives you time to evaluate methods of streamlining your operations and make your business more efficient. I believe I have accomplished both my goals of educating others and reeducating myself. This has come at great sacrifices. As I wrote the following chapters, I was moving into a new house outside the city, we were relocating our shop and all equipment to a new location, and a fire in the building destroyed my city apartment. I had imagined a stress-free environment where I would take a few months off from working and sit on a beach writing this book. I am still dreaming. While trying to write and think clearly, I have been inundated with major remodeling jobs that my ego couldn’t turn down. I unsuccessfully tried bringing my laptop on to job sites, tried hiring a manager who lost me money and turned my business into a chaotic mess, and just lost grip of my relationships with clients and employees. I do believe that everything happens for a reason that we don’t yet see, and every challenge makes room for opportunity. As you go on to become your own success story, after possibly tackling many trying times, you will have gained experiences beyond the pages of this book. You will, however, find comfort in running across most of the things I describe here, giving you a leg-up on your competition.


  Chapter 1

  The Right Mindset

  Why join the Navy if you can be a pirate?

  —Steve Jobs

  Modern society has set itself up for an unsettling scenario. We no longer live our lives. We work our lives. We spend most of our time working rather than living our lives. As much as anyone loves what he/she does for work, it still is work. Who would not trade work hours for time spent with loved ones, or time enjoying a hobby, or personal time away from the thought of work, or maybe just some extra sleep? Unfortunately, we are stuck. We spend more time with our coworkers than we do with our families. More than half of us working people wake up every morning cringing at the thought of having to go to work. Furthermore, when you have to answer to someone else, work gets even more depressing. Most of us have thought about the freedom owning your own business brings. The thought of setting your own hours and making your own decisions, while making money for yourself and not enriching someone else, is very appealing. But freedom comes with great responsibility and getting there means walking on shaky grounds. It all sounds like a dream too far from reality for most of us to achieve. The potential is, however, here for us all. I can think of no better place where entrepreneurs have achieved greatness than here in the United States, where the playing field is leveled for us all. And when it comes to construction, if you are handy and have some business sense, I can think of no other area that is more encouraging for starting your own enterprise.

  Before you go off to pick a name for your newly minted business and start building skyscrapers, I would consider a few things:

  •   What do you really want to do in life? What makes you happy?

  •   Can you handle the stress of running your own business?

  •   Are you cut out for construction?

  When the dust settles and you wake up one morning years down the road, are you excited to go to work? Planning is essential to success in life and in business. So before you jump headfirst into something new, you should consider all the alternatives and evaluate all prospects. While life is highly unpredictable, you should realize that you will encounter many challenges. This is also part of the planning. Plan for the unexpected.

  You may just be starting your career and are new to the workforce. You may be changing your career by choice or because economic factors have forced you out of your current occupation. Or maybe you have been working in the construction field for some time and decided to go off on your own. Regardless of the motivation behind wanting to start your own construction business, you should know what you are getting yourself into. But most importantly, you should ask yourself if this is really what you want to do and what you wish to be doing five, ten, twenty years down the road. We grow up being molded by our environment. We look up to people we admire, while wishing to be in their shoes. Often, we follow the dreams that have been projected on to us by our parents and the society we live in. I know that you are probably excited at the prospect of starting your own construction business and you were not expecting any contrary advice in this book. Everyone’s priority in this short life should be to find happiness on all levels. Success in your career comes not just from the financial freedom you may gain, but also from the work enjoyment factor that is not so easily quantified. Your overall quality of life will be altered dramatically by your career choices. With all of that being said, we are a product of our experiences. Good or bad, we should learn from life’s challenges and grow on a personal level. If you ever find yourself trapped in a not-so-desirable scenario, all you have to do is move on. Life is full of choices and we are responsible for making the ones that best suit us. Make sure to do some soul searching and figure out what exactly you wish to be doing, and not what you should be doing. Before you start setting goals for your future and start working toward them, it is imperative that you understand what you want out of life. If you just go with the flow, you may just end up in a place you never intended.

  Only 10 percent of newly founded construction companies survive after their first couple of years. That’s not to say that 90 percent of new contractors go bankrupt. Some of them realize that running their own business is simply not for them. Many find the challenges, long hours, and stress to not pay off. The small profits incurred in the beginning of a new business make choosing a steadier career a better choice for some. Regardless of the statistics, running your own business, successful or not, is a worthy experience. It will teach you things about others and about yourself. You will learn invaluable lessons about society and the business world. Taking on such a challenge can only enhance your abilities to do even better at your next endeavor.

  In 2012, Construction and Remodeling Services had 1.5 million inquiries with the Better Business Bureau, ranking at number eight for most complaints in any industry. (There are thousands of industries listed with the BBB.) If we add all the other construction specific services and businesses, we can see inquiries in the tens of millions for one year alone. These statistics not only show that there are a lot of players in our industry not equipped for the job, but also that construction is a tough market with a hard-to-please audience. In light of this fact, there is that much room for growth for the new contractor who is skilled and meticulous, and has a passion for seeing a job done right.

  There is a great old saying: We are not here for a long time, but for a good time. In a nutshell, this summarizes all of the above. Always remind yourself what you are here for.

  THE APPEAL

  Here are many of the positive aspects of owning your own contracting business:

  We all dream of being independent. After all, it is a value our country is built on. Being financially free is liberating. Running your own business has the sound of a success story and the fulfillment of The American Dream. More than half a billion new businesses are founded each year. Being your own boss is empowering, but remember that it comes with great responsibility. Working for oneself is a common ambition among contractors. Entrepreneurs who run their own construction businesses like the challenge of solving problems, and they like being in control and making their own decisions. Being in the driver’s seat saves business owners from having to work for and answer to someone else. Even though you will not be going on any formal job interviews, you will still need to sell yourself and your services everyday.

  By being your own boss, you create your own work–life balance. Running a business brings you the opportunity to work as little or as much as you want. You can work from and where you want to. You can live where you chose to, not where your job dictates. There is plenty of construction work available across the country. You may even have the time or the ability to incorporate some of your other hobbies into your work schedule. Some of the guys on my crew even bring their kids to work at times if the work and site are at a safe enough stage. I see no reason why you couldn’t hang out with friends, family, or even your dog while you do your office work or put finishing touches on a project. Sometimes sharing your achievements with others brings even more personal fulfillment and pride. And let us not forget the fun-filled days of playing with the toughest and biggest power tools around. Big toys for big kids keep us young forever.

  You make your own choices about the direction you want for your business and for your life. You also generally get to choose the people you want to work for and the folks you want to work with. Even though it may take quite a few trials, you ultimately can create your own dream team, and take on projects that stimulate your creativity and simplify your life. You can surround yourself with people who move you forward and fire those who set you back.

  Owning your own construction business gives you a platform to meet many new people from a variety of backgrounds. If you are a social person, you will make a ton of new friends. Even if you are not a people person, you will be able to make some lasting connections and at least have acquaintances in many fields. You will be working with and involving many people in your community. Inevitably, you will eventually be a connecting link to individuals and businesses, from the businesses you buy supplies from to the subcontractors you employ, to the workers you hire and the clients you service. This also makes you a valuable member of your community. You can be as involved as you would like and eventually you will have the opportunity to give something back to society.

  Business ownership can be very profitable on a material level and on a personal level. There is very good money to be made from renovations if you apply sound business rules and have good judgment. A home or a commercial space is built once and renovated many, many times in its lifetime. There is much more business in remodeling than there is in new construction. You can charge a very nice premium for quality work and your risk is much lower. It is also extremely rewarding to be the business owner. You will get the satisfaction of solving many problems. You will see progress in the work you have directed others to do, and you will see your projects come to completion. There is so much personal pride when you walk into a place you renovated. Years down the road you see the beautiful job that made someone happy for all this time, and you can say, “I did that!”

  Also, the remodeling business is much easier to get into than new construction. The amount of time and financial investment required for building something new is extremely high. In renovations, all you need are a few tools and good work ethic. The job is sold before you even start, and generally you take a deposit up front to cover your initial expenses. If something goes wrong, you won’t blow up your entire business model and go bankrupt. You just move on to the next job and the next opportunity to make money.

  As with two of my previous careers, I can say that in construction there is never a boring day. (I used to be in the military and also used to work on a trading floor for a financial firm. I see many similarities between going to war, being on a trading floor, and running a contracting business.) Construction work is always challenging and ever changing. No two projects will ever be the same. This can be exciting but also very stressful for the faint-of-heart. If you are the adventurous type, then you will find yourself right at home. At the end of the day, we just have to laugh at all the crises that arise on a daily basis.

  To reiterate the point I started the book with, owning your own business lets you pursue your passion. You will spend most of your time at work, so why not make it exciting. Work should be fun for you, and you should enjoy yourself. As a contractor, you should love what you do and take pride in your work. If successful, you will have done it all on your own. You started from scratch, and through your own abilities and leadership, you were able to make your business shine. There is no greater satisfaction than knowing that you are living the life you’ve always wanted, and through your own efforts you have made it all happen.

  ROADBLOCKS

  For all the positives you read above, there are negative aspects that come with being your own boss as a contractor. Here are a few to watch out for:

  Being your own boss comes with many risks. If having a set schedule at a steady job that earns you an income you can anticipate is of importance to you, then you should probably not venture off into starting your own business. Working for yourself means that you make your own money and are responsible for finding and securing your own jobs. There is no one there to hold your hand and tell you how you need to go about your work. There is no one to hold you accountable for missing the mark. Other than, of course, your clients, you must hold yourself accountable for missing deadlines, missing cost estimates, and just missing out on work. On the bright side, if you look around in today’s job market, there is no such thing as job security anywhere anymore. The quite frequent economic downturns have left many of us without jobs over and over. So maybe next time unemployment spikes over 10 percent and all your friends are out looking for a career change, you might just be able to hand them a hammer and put them to work.

  In the beginning of your new construction business you will face long hours and little pay. You will have to make many personal sacrifices. Most of your relationships will be tested, whether friends or loved ones. You will find yourself up early before your crew starts work, taking deliveries or picking up materials for the day ahead. You will be the last to leave the job site as you set everything up for the next day. You will be running to other potential jobs for estimates after the workday ends. You will be at home late in the evening preparing tools and making plans for the next day. And you will spend your weekends writing proposals, sending out bids, doing payroll and taxes, and filing a lot of other paperwork. Your business will be your life. However, it is yours and only yours and there is no one else who will profit from your efforts but you.

  I mentioned earlier that remodeling work can be quite profitable. I also have to remind you that it can also be quite unprofitable if the business is not run properly. If you are disorganized and you let your cost get out of control, you will quickly be out of business. Low bid estimates are also something to watch for. Getting your foot in the door is important, but making a living is more important. So please always consider if a job is worth taking on for the budget that’s available. In the finance world, traders used to say that sometimes your best trade is the trade you never put on. So not having a job is sometimes better than doing a job that costs you money.

  You will undoubtedly have to deal with difficult people. You are getting yourself into a service industry and pleasing your clients is your number one priority. Ultimately, they are the ones writing you a check. As you probably already know, there are many types of people with a wide range of personalities. You will encounter your fair share of characters, to say the least. Sometimes you will be able to spot problem clients ahead of time, and you will save yourself the hassle by not taking on that job. Other times, fires get fueled long after you’ve started and you must mediate situations before you get paid. More people problems will arise even from within your company. You will have to deal with employees who do not show up for work when you need them, are late for work at a critical time, or get confrontational at the wrong moment. And be ready for the subcontractor who cannot get along with your client or your crew and the work goes nowhere. In this field, interpersonal skills are important, and you will get some firsthand experiences in dealing with people.

  On the same topic, there will be times when some of the work will get messed up. Something needs to be done a certain way, and when you check the job at the end of the day, it is not up to standard. Your own workers and subcontractors make mistakes or just forget what they were told. It is your responsibility to fix the problem or redo the work. Unfortunately it is also at your cost. This will happen and you should plan for it.

  I say the following with deep regret. The government makes it very tough for small businesses. I love our country and believe this place still is the land of opportunities. However, our government makes it really tough for us small entrepreneurs to make good money in the beginning. As you will learn soon, there are way too many taxes and filing requirements by federal, state, and local governments. There are also strict rules about insurance, bonds, worker’s comp, and disability benefits that business owners must adhere by. All of these cost us thousands of dollars up front, before we even get to see a paycheck. And after we do get some cash flow, somehow most of it evaporates into thin air at the end of each month and each quarter. You will learn to prioritize things and set money aside for required business filings. But just as a warning, be prepared to be shocked on how much of your hard earned money has to go away to entities that do not seem to be supporting your business but just profiting from it. On top of money flushed down the drain, the amount of paperwork required of small businesses is overwhelming. From payroll filings to sales tax filings, to federal and state tax filings, to unemployment insurance, to loads of other seemingly worthless bureaucratic waste of trees, you are in for a treat. Of course, you have the option to hire an accountant, but you wouldn’t quite understand your business entirely. I prepare all of my own paperwork and have been quite successful at it. In this modern age of the Internet where all the information is readily available for research, if someone else could learn to do something, then why couldn’t I?

  To link the above together, you should be aware that in the initial stages of your new business, you will need to do everything or at least understand all aspects of your business. If you do not have a solid understanding of the pieces that comprise your construction company, then you are not in control. The empire collapses under a ruler who loses control. You will of course have to understand how to frame a wall and how to tile a backsplash. Basic construction skills are a must, and even if you do not perform most of the daily duties, you should understand how they are done. When watching your guys install a sink, or a subcontractor pour concrete to level a floor, you have to know if what they are doing is right. If you do not, then you may get a call back for a leaking sink and a cracked subfloor. Generally, especially in the beginning, the contractors work hand in hand with their crews to see the job done. You will be a day laborer during the workday, a sales person at lunch, a financier and lawyer in the afternoon, and an accountant on the weekends. You must be comfortable wearing all these hats or have trust in others to have your best interest. You still own all the parts of your business so you must still understand how they all fit together. I personally see no other person out there that has the best interest of my company but me. So I choose to have a closet full of hats for different occasions.

  I must not omit one very important drawback of owning your own business: The job comes with no benefits; you must make your own. No one will offer you and your family medical benefits. You will not be given paid vacations. There is no such thing as a retirement plan. All of the above must be thoroughly planned by you. You do, however, have some options, and you should always plan ahead. Your income will also vary widely depending on how busy you are and the type of jobs you take on. So you must balance your fruitful business times with the sedentary workdays.

  I do not live in fear. I have a strong belief in making my own destiny and have full faith in my abilities to weather any storm. Survival is a choice. I would advise against letting fear guide your decisions. Maybe you are too busy to start a business. Maybe you are in debt. Maybe you are scared of failure. Maybe you know others with failing businesses. I, myself, have had several other business ventures that have failed. So what? I would much rather live with the experience of having failed at something than living in regret of not ever trying it. As Michael Jordan wisely put it: “I’ve failed over and over and over again in my life and that is why I succeed.” There is nothing out there that I built myself that I cannot build again. I try, I fail, I start over and build it again, but only better. To myself I say: take the challenge, fail, learn from it, grow a stronger person, and live life to the fullest. There are many roadblocks in business, as in life. The way we handle them as they come is what differentiates us.

  IMPORTANT IN THIS BUSINESS

  You are excited at the prospect of running your own contracting business. You should be. You also know many of the challenges that must be tackled in order to be successful. As you start to plan your new venture, you should be aware of some essential skills. Some are standards that you should set for yourself and some are values you may already have and should work on improving.

  First and foremost, you will need to have or develop some construction skills. You are, after all, trying to run a construction company. Your business is construction, therefore you should not only understand it, but be able to perform most tasks required on your jobs. Alternatively, you could be a fine general contractor who essentially manages projects and pulls together teams of subcontractors to perform the work. In this case you may not ever need to use a hammer yourself, but in the beginning you may not have much credibility without a track record. Most contractors start their businesses by using the skills they currently master. If you have some practice doing tile work, maybe you should look at renovating bathrooms. You may have to hire a plumber and the rest you should be able to swing on your own with a helper. This would be a starting point before you gain expertise in other areas and expand your business. Regardless, construction skills are very important in this business.

  As you will be a manager, you need to understand that role and walk in those shoes. Time and money management cannot be stressed enough. You will be juggling between supervising your workers and subcontractors, organizing effective timing of hours worked, efficiently running the completion of project steps, and controlling cost. You need good overall management skills.

  You are in the service industry. You will be dealing with people on a daily basis. From suppliers, to workers, to clients, your business depends on your interaction with others. Unfortunately, problems are inevitable in this field. The way in which you handle them is also critical to your success. If you are not a people’s person, then you need to start getting more comfortable in social settings.

  The phrase “attention to detail” always brings me back to Basic Training. Drill sergeants used to hammer that in our heads. If we were too slow to learn, they found a way we wouldn’t forget. I will not be coming to your job site to make you do push-ups if you forget, but you will be reminded by your clients. Not everyone is as obsessive as I am, but the details do matter. You sometimes think that no one will notice, but they do. You might have to redo a project over or fix mistakes that were avoidable. Save yourself the embarrassment and pay attention to details.

  There is no substitute for hard work. There are those who get lucky by winning the lottery, and there are those who earn it. Get-rich-quick schemes are a sure way to be out of business quickly. Those with strong work ethic will never be without a job.

  Having discipline and high moral standards will also pay you dividends over time. Doing what is right and not what is easy will earn you an impeccable reputation. Contractors are notorious for sometimes being misleading. Please do not perpetuate that status. High standards will get you better work.

  I cannot over-stress the importance of cost control. You must stay organized with what you spend on different projects. You should also keep them all separated so you can understand where you make money, where you bleed, and why. Controlling your expenses is absolutely vital to your business. You must always have a view of the bigger picture. Do not run into a scenario where you closed up a wall in the bathroom and tiled it only to realize you need to run an electrical wire for an outlet above the sink. Step back and see the job as a whole. Make clear to everyone the steps that need to take place, and then make sure they get executed as such. Your guys may work fast and start closing up the newly built bedroom wall. When the cable guy comes the next day to run the TV wires, all the walls have been sheetrocked. Surprise!
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