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Sell with Service
A People Business?
Smart Management T ips

Cover Sponsor

Worth the

Call

24 HOUR
EMERGENCY RESPONSE

• State of the art water extraction equipment
• Drying & dehumidification
• Vortex drying – heat drying
• Mold remediation
• Thermal imaging
• Water damage restoration
• Dedicated project managers

800-993-9345 • www.on-sitecorporation.com • prp@on-sitecorporation.com
On-Site, where quality and customer care is our first concern.
We understand how important it is to your business that
our work be fast, reliable and most importantly done right the
first time. Our technicians are IICRC, mold, asbestos and lead
certified to provide your customers with quality workmanship.
On-Site has developed our Partner Referral Program to
encourage plumbing contractors to call us for water losses.

Please contact us to sign up for this rewarding program!
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$5 For 5 Minutes

We need your

HELP!

Take this survey and Earn $5 for your opinions!

Name

Fill out all
questions and fax
to 1-800-501-3989

Title

Job function: c Contractor

c Builder

c Plumber

c Other: __________________________________________________________
_

Company:
Address:
Tel:

Fax:

Best way to get in touch: c Mail c Phone c Email
# of employees ________

Email:

c Other: _________________________________________________________

how long in business ________

How much of your business is residential vs. commercial?

states you work in ________

________% Residential

________% Commercial

1. Tell us what has the biggest impact on the way you work on projects?

2. Discuss how you evaluate products that you recommend or select for your projects?

3. Do you ever offer alternatives to the specifications provided to you by the architect or engineer? Why or why not?

4. Why do you select one brand over another?

5. Are there any recent products that you have used that you are excited about?

6. What are your top sources for product information?

Top source ________

2nd source ________

3rd source ________

7. What can manufacturers do better for you?

8. Name five brands that come to mind that you consider to be “top brands” and tell us why you consider them top brands.

9. Are you into Social Media?

c Yes

c No

Why not? _____________________________________________________

c Check here if you are interested in being a part of an on-going research panel or focus group to provide feedback on topics related to
commercial or residential building?
Send me c $5 cash

or

c $5 Starbucks Card

Complete and Fax to: 800-501-3989

Code PHCCF
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331

Just Add Water
US Patent #
7,537,439

Portable Transfer Pump
Finally, a portable water pump that is as versatile as the job demands.
Need to drain a water heater fast? The 331 from Liberty can do it in
minutes! How about draining a pool cover, filling a livestock tank
or removing water from a flooded area? The 331 is up to the task with
features like an extra-long power cord, convenient on/off switch and
hand-tighten prime plug that requires no tools.
The new 331 from Liberty…Portable. Powerful. Versatile. All you have to
do is add water!

1/2 hp, 115 Volt.
Maximum pumping
head – 105 feet.
Maximum suction
lift – 15 feet.
Maximum pressure
boost – 40 P.S.I.
Not for use with chemicals or
flammable liquids.

Innovate. Evolve.

1 (800) 543-2550
Fax (585) 494-1839
Copyright © Liberty Pumps, Inc. 2010 All rights reserved.

www.libertypumps.com
One of Americas fastest growing,
privately owned companies.

President’s
Message
Bill Christ

In my last article as President, I would like
to express my thanks to you and the MPMCA
for allowing me to serve this past year. Currently
it is early July; when this article is published,
the summer will be a faint memory and the cold
winter reality will be soon arriving.
The annual summer meeting is history; you’ll
see coverage of these events and the awards
presented to the well deserving people in the next
magazine.
Speaking of awards, congratulations to Bill
Fedorinchik (JW Sales) – Lifetime Achievement
Award, Greater Michigan PMC – Local
Association of the Year Award, and Mike Buday –
Contractor of the Year Award. They are sincerely
deserving of our admiration for their dedication to
our associations and industry.
It’s always rewarding to serve the customer
in a fair and honest manner. Our work will result
in a satisfied customer when we stay focused on
providing a quality job. When reflecting on a
challenging job which gets completed as intended,
we feel a sense of accomplishment in seeing that
everything – the problems, delays, and hurdles –
works out when the customer is the priority. It’s
one of the rewards we experience in this industry.
The ultimate reward, however, is a secure
standard of living for our families that this
industry provides.
We’ve all experienced, and continue to
experience, a common characteristic of this
business: nothing stays the same. As members of
the MPMCA we have the tools to stay informed
of our changing times. I am hopeful that we will
meet our present day challenges as our industry
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changes in ways our predecessors could not
possibly have imagined. Aside from the condition
of our State and Nation’s economy, new taxes
and laws continue to make our practice of doing
business challenging. Appropriately, customers
expect our work practices and skills to improve
and meet their needs. This all means we work
harder and stay abreast to the latest technologies.
This is one of the great benefits of the MPMCA
membership as it keeps us informed of our
changing industry.
This vital information is available through
our parent associations – the MCA & PHCC – via
their websites, educational conferences and news
articles. It is there for our use, whether it be the
labor calculator, welding procedures, how to start
up a repair business in your company or develop
close out and commissioning procedures for your
project. There is useful information for every sized
company.
The relationships we forge and our ability to
change in order to meet the future challenges will
keep us strong and at the top of our game.
It is extremely important that we step up to
assume leadership roles in our local and state
associations. It is only through your efforts that
the proper leadership is given to our excellent staff
and Association. The goals and intentions of the
Board of Directors are implemented through the
efforts of our Executive Director Cindy Maher.
She does an excellent job as our representative
and at moving our agenda forward.
Thank you again for permitting me this great
opportunity and experience to serve our great
Association and industry.

For the fifth
straight year,
Bradford White
is the tank water
heater brand
most purchased
by professional
contractors.
And again,
we are the most
recommended
brand.

www.bradfordwhite.com

“We made the switch to Bradford White almost 15 years ago when we started having problems with
another brand. Our reputation depends on the products we recommend so quality and reliability are critical.
We couldn’t be happier. Bradford White is loyal to the plumbing profession. Their products and people are
top notch.” Kevin and Ryan Carney - Carney Plumbing – Heating – Cooling, Line Lexington, PA

The results of the 2010

And now our support for you gets

CLEAReport*, an independent water

even better. Bradford White has

heater study by Clear Seas

just opened a 24/7, factory-based

Research, revealed that product

call center.

quality, service, technical support,

This fully staffed technical service

and the fact that Bradford White is

team is there when you need it,

not sold in retail stores were the

anytime day or night.

most important factors to

We’re making it easy for you to

contractors when selecting a

be a Bradford White contractor.

brand of tank type water heater.

|

Built to be the Best™

|

To Find A Wholesaler Call

800.523.2931

*Ranking is based on the 2006, 2007, 2008, 2009 and 2010 CLEAReports by Clear Seas Research. Please visit www.clearseasresearch.com for additional information. © 2011, Bradford White Corporation. All rights reserved.

LOCAL ASSOCIATIONS

Greater Michigan PMCA
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We’re Pioneering Sustainable
Pump Solutions for Saving Energy

STAR
PRODUCTS
GRUNDFOS
MAGNA
TPE
BoosterpaQ
SE

PACO
KP/KPH
LF
VL/VLS
VSM/VSMS
PACOFlo 9000
QDSC

Grundfos is putting sustainability first by pioneering
new and innovative technologies to help a growing
world conserve its precious water, energy, and other
natural resources.
Grundfos invests more financially than any other
pump manufacturer in developing energy-efficient
pumps and pumping systems.
> Permanent-magnet motors (ECM) reduce energy
consumption by up to 80% and contribute to
reduced CO2 emissions
> Intelligent-design electronic controls maximize
total energy savings
> “SMART” pump designs decrease operating and
maintenance costs
> Materials used to manufacture our pumps are 95%
recyclable at life cycle end
Grundfos is the best choice for providing
sustainable, energy-efficient pumps and
pumping systems to the commercial
buildings market.

Represented by:

HS/Buy Van Associates, Inc.

56 S. Squirrel Road • Auburn Hills, MI 48326
888-472-8982 • www.hsbuyvan.com
www.grundfos.com
Fall 2011 | Michigan Plumbing & Mechanical Contractor
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LOCAL ASSOCIATIONS

Mid-Michigan MCA
2011 3MCA Golf Outing
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Easy
above-the-floor
installation

The original plumbing solution since 1958

Install a bathroom anywhere you need!
SANICOMPACT
Garages

Self-contained toilet with macerating
pump built inside
Pumps up to 9’ vertically and 100’
horizontally

Basements

Allows the connection of a sink
Uses approximately 38% less water
than a standard 1.6 gpf toilet

ONE
GALLON
PER
FLUSH!

Under the stairs

Pool houses

53 years experience

1-800-571-8191
www.saniflo.com
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LOCAL ASSOCIATIONS

West Michigan MCA
The Green Technology and Piping Systems Industry Week
The Green Technology and Piping Systems Industry Week held
this spring, at Local 174’s facilities, in Coopersville, was a
week-long exhibit of mechanical contracting technology. Eight
tractor trailers and exhibits showcased the various technologies of the piping industry’s training done on a consistent basis
in Local 174’s training center. These state-of- the-art mobile
classrooms provided workstations demonstrating industrial
instruction, welding, medical gas, residential and commercial
plumbing devices, green technologies, steam and hydronic
technologies, HVACR equipment and more!
Over 700 people participated in this educational event
aimed at increasing awareness of the public, local contractors, non-union workers and young people interested in career
opportunities, of training conducted and skills required in the
mechanical contracting field.
Local 174 and WMMCA were proud to sponsor the Green
Technology and Piping Systems Industry Week promoting
environmental stewardship of building technologies through
education for today and tomorrow’s workforce!
Officers Elected
During the WMMCA Annual meeting the following
contractor members were elected to the Executive Board: Brett
Lascko- Lascko Services, Tom Jasper-Andy J Egan Company
and Jodi Vandenberg- Advantage Mechanical~Refrigeration.
Contract Ratified
Local 174 and WMMCA representatives worked this year
to present contract terms which were ratified by the Local 174
membership on June 30, 2011. Local 174 and WMMCA pride
themselves on good labor management relationships and look
forward to working together to build market share and provide
stable employment for a skilled workforce.
The West Michigan Mechanical Contractors Association
promotes the organized mechanical contracting industry in
Western Michigan serving its members engaged in Industrial
Commercial and Residential: heating, power piping, plumbing,
process piping, ventilation, waste, and water treatment.
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For more information contact:
TARGET SALES
1535 N Leroy St, Ste B, Fenton, MI 48430
PHONE: (810) 629-4147
FAX: (810) 629-5722
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Federated Mutual Insurance Company
Federated Service Insurance Company®
Federated Life Insurance Company
Home Office: 121 East Park Square • Owatonna, Minnesota 55060
Phone: (507) 455-5200 • www.federatedinsurance.com

*Federated Service Company is not licensed in the states of NH, NJ, RI, and VT.

What do the Beach Boys,
Mickey Mouse, and
T&S low-lead faucets
have in common?

They all got their start in California, and they all swept the nation. Although
California led the way with the AB1953 legislation mandating low-lead
faucets, it’s only a matter of time until they are required in all states. And T&S
is ready — all of our faucets are low-lead compliant and are available across
the country. And, as always, T&S faucets are as rugged and reliable as they
come, and meet the requirements of the Buy America Act. Contact your sales
rep for more information.
Mickey Mouse® and the Beach Boys® are trademarks of Disney Enterprises, Inc. and Brothers Records, Inc., respectively, and T&S Brass has no affiliation with either such entity.

TSB-437 Low Lead PHCC Ad PUBS.indd 8

contributing
to LEED
certification

w w w. t s b r a s s . c o m • 8 0 0 . 4 7 6 . 4 1 0 3

T&S plumbing products represented in Michigan by:
Diversified Spec Sales - 248-398-2400
Process & Mechanical Systems, Inc. - 262-691-9991

12/2/10 8:53 [AM
Fall 2011 | Michigan Plumbing & Mechanical Contractor
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MCA Detroit’s 2011 Golf Invitational
THE 8TH ANNUAL KAROLAK CUP INVITATIONAL
In memory of John Karolak, HVAC contractor and industry leader.

It was a perfect day for golf! Sunny skies with a temperature in the high seventies. MCA contractors, their
staff and guests gathered ﬁrst for lunch, where they had a chance to catch up with one another.
Early in the afternoon, the carts rolled out on to the beautiful course at Walnut Creek Country Club in Novi.
Approximately thirty two teams played this year and all commented that the afternoon was a beauty!
Cocktails followed the golf game, with dinner served in the club’s large dining room.
After introductions by Mike Flesher, MCA President, Cheri Karolak presented the trophy and other awards.
After dinner, a satisﬁed group headed home with a tool box gift sent presented by the association.

Michael Flesher, MCA President, presenting Cheri Karolak with honorary bouquet.
Cheri Karolak presented winners with memorable prizes for longest drive (men’s and women’s), longest putt and closest to the hole. The Karolak Cup was awarded to the Graystone Consulting Team with the lowest team score of 59.

MCA DETROIT - Mechanical Contractors Association of Detroit
14801 West Eight Mile Road . Detroit, MI . 313-341-7661 . www.mcadetroit.org

Fall 2011 | Michigan Plumbing & Mechanical Contractor
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SMART Management TIPS
This article covers 5 broad areas:
1. DRIVING MAXIMUM PROFITS
2. SMART LABOR RATES
3. SUCCESSFUL ADVERTISING BUDGETS
4. PRICING STRATEGIES
5. THE BIG PICTURE

8 keys to maximize profit – All of these steps help improve
profit by themselves. However, together they work MAGIC!
1.    CHECK GROSS PROFIT – for pricing efficiency and theft
problems. The typical 18% profit plumber tries to keep his
direct labor cost, including benefits, under 25% of his gross
sales, materials at 15% and gas at 2%. That makes his gross
profit 100-25-15-2=58%.
2.    DETERMINE the AMOUNT of PROMOTION needed to
SELL OUT UNSOLD TIME based on HISTORICAL NEW
CUSTOMER ACQUISITION costs.
The typical plumber runs new customer costs of 14% to
26%. So, if you need to sell out $100,000 in time to new customers, you would need to spend $14,000 to $26,000 to do it.
3.    Check TOTAL SALES achievable at CURRENT FIELD
STAFF levels compared to CURRENT FIXED OVERHEADS. Then determine if a PROPER PROPORTION of
SALES to OVERHEAD is possible.
You want to keep you overhead under 40% of gross. If
you multiply your overhead by 2.5 you will calculate your
sales goal. Then determine if there are enough hours in the
month that your employee can work given your labor rate to
achieve your sales goal. Another way to set your sales goal
is to take your profit goal of 18% and multiply by 5.6. then
compare to determine if you have enough staff to hit that
number, given your labor rates, to reach the sales goal.
4.    Implement a SELF FUNDING SUSTAINABLE PROGRAM
for active lead generation by ADJUSTING PRICING to reflect necessary NEW CUSTOMER ACQUISITION COSTS.
Once you determine what new customers cost, you must pass
that cost on to them in your prices. Otherwise, you will run
[ 16 ]
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out of advertising budget before you hit your sales goals.
5.    Measure CURRENT CUSTOMER RETENTION, then start
a CUSTOMER RETENTION PROGRAM to MAXIMIZE
it.
Most plumbers report that the average customer uses them
once every 18 to 24 months. If you look at your total sales
from two years ago and compare it to today’s repeat sales
your customer retention becomes obvious. Retention rates
under 75% should trouble you. Then consider starting a
happy call program that is essential to hold staff accountable to your high standards.
6.    Start a system to measure YELLOW PAGE COSTS. Then
actively work to reduce those COSTS by improving copy
and proper placement.
From time to time track 100 customers to find out: are they
new or old? What yellow page book did they use? How much
was the sale? From this analysis you can determine what
your new customer cost is. We have tracked costs from $26
to $450 with most around $100. Better ads run under $50
per customer in most markets with proper placement within
six pages of the start of the section at normal space rates.
7.    INVEST up to three and a half percent of GROSS SALES in
radio, TV and Cable to MAXIMIZE Positive Top of Mind
Awareness which will, in turn, SUPER CHARGER YOUR
YELLOW PAGE and DIRECT MAIL results.
A $1,500 TV budget in most one hundred thousand-person
market can reach 25% of your target three times a month
on average. It would take a $7,500 budget in a five hundred
thousand-person market and a $!5,000 budget in a millionperson market to achieve the same coverage. So, you see, the
size of the market, compared to the size of your budget, will

tell you when you can become a player on TV.
8.    Monitor CLOSING/CONVERSION RATES for CSR’s,
technicians and sales staff. Then implement a PROVEN SALES TRAINING PROGRAM for CSR’s, TECHNICIANS and SALES STAFF to MAXIMIZE SALES
at PREMIUM PRICES. This is where having a good
mentor or sales trainer really comes in handy.
NOW LET’S DISCUSS LABOR RATES
First of all, there is NO MAGIC LABOR RATE
In the past 3 years, I have studied the financials of over
200 companies in 25 states and Canada. I have also conducted consumer awareness and market share studies for
the same. This is a complicated issue, so I will try to keep
my analysis in plain language and grossly simplified.
1)    Labor Rates are locally driven. To pay a technician $50 an hour is not uncommon in some cities,
while a technician with the same skill level may
get $15 an hour in other cities.
2)    A contractor’s market share is driven by their
labor rates working together with their top-ofmind awareness level.
3)    The market share levels are predictable. Given
the population within 20 miles, the average age of
the home, a company’s labor rates, labor costs and
qualitative and simple formulas I will accurately
predict market share and potential, nine times out
of ten times.
4)    Hourly efficiency is driven by traffic patterns
and your technician’s ability to sell additional
tasks. In effect, the more tasks done and the less
time spent in traffic, the higher the hourly efficiency.
Higher Hourly Efficiency =
Lower Real Labor Costs
So, let’s say you’re a FLAT rate company and your DIRECT labor goal is 25% of gross. It’s not just a matter of
taking your technicians pay including benefits and multiplying by 4.
-      Example: $20 X 4 = $80/hr.
You have to figure it by actual working hour less (assuming) 50% efficiency.
-      Example: $20 X 2 X 4 = $160/hr.
Now figure in call backs.
-      Example: $20 X 2 X 4 = $160 + 10% call backs =
$176/hr.
Fall 2011 | Michigan Plumbing & Mechanical Contractor
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Sun & Fun.
New courses at FloPro University!
We're always adding new courses to our online
learning channel, and now is a great time to visit
FloPro University.
Harness the sun.
John Barba will give you what you need to design
and install residential solar water heating systems
– the right way. Solar is a great way to grow your
business and save energy, too!
Have some fun
How do you set and get the prices you deserve for
your services? How do you boost profitability? Ellen
Rohr has the answers and her high energy style

www.taco-hvac.com/f lopro
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makes learning fun. You'll get practical advice you
can use every day!
Join for free.
Join the FloPro Team online and take advantage of
FloPro University this summer. It's free to members,
along with John Barba's Neighborhood, product
info, tech support, free software, chat, and lots of
videos and podcasts. See you there for some sun
and fun!
FloPro University.
One of the extras inside every
Taco box.

Where to Buy
®

Products

ALPENA SUPPLY
Alpena..............................................................(989) 354-2181
ART’S PLBG SUPPLY
Detroit..............................................................(313) 371-8888
Westland.........................................................(734) 729-3110
BEHLER-YOUNG
Ann Arbor......................................................(734) 761-5511
Flint.....................................................................(810) 743-1160
Grand Rapids................................................(616) 531-3400
Jackson..............................................................(517) 789-7191
Kalamazoo......................................................(269) 343-5504
Lansing..............................................................(517) 371-1770
Livonia...............................................................(734) 524-0623
Muskegon........................................................(231) 733-4421
New Hudson................................................(248) 437-3070
Bloomfield Hills............................................(248) 335-6527
Saginaw.............................................................(989) 799-4805
Taylor.................................................................(734) 374-8231
Toledo, Oh.....................................................(419) 727-8700
Traverse City.................................................(231) 946-7391
Warren.............................................................(586) 779-1730
H.L. CLAEY’S
Oxford..............................................................(586) 268-2666
Warren.............................................................(586) 264-2561
CURRENT ELECTRIC
Ann Arbor......................................................(734) 222-6400
Troy.....................................................................(248) 689-8000
Ypsilanti............................................................(734) 484-5200
DURO SUPPLY
Bay City............................................................(517) 894-2811
ENERGY CONSULTANTS
Milford..............................................................(248) 685-8336
FERGUSON SUPPLY
Big Rapids.......................................................(231) 796-4889
Grand Rapids................................................(616) 456-1688
Muskegon........................................................(616) 733-4447
Petoskey...........................................................(231) 348-1168
Traverse City.................................................(231) 947-3581
FERGUSON ENTERPRISES
Port Huron....................................................(810) 987-3111
GREAT LAKES SUPPLY
Gaylord............................................................(989) 732-5600
Petoskey...........................................................(231) 347-8771
H & E SUPPLY
Warren.............................................................(586) 756-3900
HODGES SUPPLY
Flint.....................................................................(810) 239-9421
Pontiac..............................................................(248) 858-2605
J.A.R. COMPANY
Bay City............................................................(989) 686-8507
JOCK & MELDRUM
Mt. Clemens..................................................(586) 463-0547
M SUPPLY
West Branch.................................................(517) 345-0727
MICHIGAN SUPPLY
Lansing..............................................................(517) 484-6444
MIDWEST SUPPLY
St. Ignace.........................................................(906) 643-7580
Traverse City.................................................(231) 943-3071
NORTHWEST PIPE
Brighton...........................................................(517) 546-7473
Mio......................................................................(517) 826-6767
NU-WAY SUPPLY
Gaylord............................................................(517) 732-5196
Highland...........................................................(248) 889-9666
Imlay City.........................................................(810) 724-2385
Utica...................................................................(586) 731-4000
PEERLESS SUPPLY
Adrian...............................................................(517) 263-2158
Monroe............................................................(734) 242-3655
SCHNEIDER WATER SUPPLY
Chesterfield....................................................(810) 749-6060
SID HARVEY
Marquette .................................................... (906) 226-2186
TALASKI
Bad Axe...........................................................(517) 269-7444
UNIVERSAL ELECTRIC PROD.
Farmington.....................................................(248) 476-9500
Grand Rapids................................................(616) 784-5039
Howell..............................................................(517) 546-9661
Kalamazoo......................................................(269) 226-9772
Traverse City.................................................(231) 933-0755
WHOLESALE OIL & GAS
Detroit..............................................................(313) 984-5555

But here’s the kicker: If you
can raise your hourly efficiency
and lower your call backs you
can charge customers less and
still keep your labor at 25%
-      Example: $20 X 1.5 efficiency
X 4 = $120 + 5% call backs =
$126 hr.
The benefit to you of charging
less: more customer retention,
more referrals, better word of
mouth, equals lower customer
acquisition costs equals lower
overhead.
5)    One time out of more
than 50 studies, have I
seen a time & material
(T/M) company with a
direct labor cost of less
than 35%. Now don’t get
me wrong, T/M companies often have higher
call-to-appointment ratios
and appointment-to-sales
ratios. But the plain fact
is, it is very rare to see a
T/M company clear more
than 8% profit. It’s very
common to see flat rate
companies that are properly managed, to be in the
12 to 18% profit range.
6)    Overhead is the killer.
Companies that maximize
profits keep their overhead
below 40%. That is next
to impossible to do unless
you tie your sales goals
and tech staffing to multiples of your overhead.
Also, you must tie in your
advertising/promotion
budgets to cover the gap
between your actual sales
and your necessary sales
goal, as demanded by your
historical new customer
acquisition costs.

RULES
1.    Flat rate pricing does
not forgive the sins of
bad management.
2.    Low hourly efficiency
will push up real
costs.
3.    Higher prices will
eventually equal lower
market share.
4.    Wasted dollars on
bad advertising will
increase overhead.
5.    Badly trained tech
with low average tickets equal higher real
labor costs.
6.    Excessive callbacks
eat profit and destroy
customer retention.
7.    A badly trained CSR
that wastes leads
kills your advertising
results.
CONCLUSION
It’s not just about some magic
ad. As an advertising pro I can tell
you, most times getting the phone
to ring is the easy part. It’s everything you do after the phone rings!
It’s not just about some magic labor
rates. IT’S ABOUT WHETHER
YOU RETAIN CUSTOMERS
AND HOW YOU EXPLOIT THE
LEADS YOU GET.
So there you have it.
No magic labor rates.
No magic advertising.
No substitute for great management.
THE REALITY – SUCCESS IS
A RESULT OF HARD WORK
AND PRAYER
Like Ghandi said “Before
enlightenment I carried water
and stacked wood … after
enlightenment I carried water
and stacked wood.” Like John
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Pope (my favorite business planner) said, “We all learn from
mistakes … but they don’t have to be our own mistakes.” So,
now that I’ve got my head on straight …HOW DO I SET MY
ADVERTISING BUDGETS?
The central logic to smart budgeting is that one should:
1.    “Buy” as many new customers as needed to achieve sales
and profit goals.
2.    Pricing needs to be adjusted to reflect the actual “new customer acquisition costs”.
A.    The process starts with customer retention, most good
companies retain about 75% of their prior customers.
Example: $1,000,000 average sales in 2000 and 2001
should make the first $750,000 in 2002 easy to sell to
repeat and referred customers.
B.    When you look at dollar return on yellow page, TV and
radio, the normal range is between 1 to 4 and 1 to 6 in
new customer sales.
Example: Let’s consider a $1,000,000 company with
a 7% advertising budget. Their $70,000 in advertising yields them $280,000 to $420,000 in new customer
sales, so with a 7% advertising budget the company
can see results that range from:
Company A
$750,000-repeat customers
$280,000-new customers
$1,030,000 total
Company B
$750,000-repeat customers
$420,000-new customers
$1,170,000 total
That’s a 7% advertising budget yielding a 3%
to 17% sales increase. The difference in results is due to market conditions and advertising fulfillment skills.
Reminder: Advertising is what you do to “Brand” your
company. It is designed to get people to think of your company
when they have a future need. VS. Promotions are designed to
create the need and get sales immediately.
Example: Let’s say Company B, can do more work with his
existing staff AND has a 50% overhead. That 50% is killing his
profits, dragging him down from 18% to 8%. So company B’s
overhead is 50% ($585,000). To get his overhead down to 40%
his sales will need to increase to $1,462,500. He is $292,500
short of justifying his overhead. He needs promotion to solve his
problem.
Example: If new customers cost him 20% of the sale (typical), he needs to invest $292,500 X 20% = $58,500 to solve his
problem. He has four alternatives to fund the project:
1.    Raise prices 4% to all customers. $1,462,500 X 4% =
[ 20 ]
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$58,500
2.    Charge new customers 20% more than repeat customers
3.    Eat it; drop profit expectation from 18% to 13%
4.    Suffer.
THE BIG PICTURE
I believe a contractor should operate with four principles:
1.    I owe it to my customers to operate my company with
high ethics and efficiency.
2.    I owe it to my employees to run a company that is
stable.
3.    I owe it to myself and my family to earn 18% net profit.
4.    I owe it to the LORD to “not be slothful” and to have
my money and my time be available to do His good
works. Too many of us are slaves to our companies,
unavailable to our families or our higher callings.
Some final thoughts on pricing: The conversion rates (closing rates) on the CSR and tech levels are the dead giveaway as
to whether you can raise your prices. The customer retention
levels are the dead giveaway as to whether those prices are
sustainable over time.
All of these statistics are measurable and therefore allow accountability of yourself and your employees’ performance. Yes,
good CSR training and tech training will allow you to charge
more without a drop in conversion rates. However, while you
are waiting for the results of training, your conversion rates are
the best indicator of “price elasticity”, the fancy term economists use to mean what you can get away with, and by the way,
forget about the “going rate”.
The “going rate” would be better called the “going out of
business rate”. In 26 years as a consultant, I cannot tell you how
many times I have seen young men turn old and bitter too soon
and families destroyed while they were trying to live with the
“going rate”. The “going rate” leaves no cash to put aside for the
eventual lawsuit or the general contractor that bankrupts on you
or the next economic down turn. The “going rate” sets you up to
be sold cheap to the next owner.
The business world today is not very forgiving of those
slow to adapt. Like it or not the industry is changing and contractors are facing challenges, the biggest challenge I believe is
… their own thinking.
Mr. Michael Morosi is the CEO of MultiMedia Advertising Services, LLC, the nation’s largest advertising agency, specializing
in independent contractors. Following 12 years as a direct mail,
radio and television executive, he founded MultiMedia in 1992.
Mr. Morosi resides in Central NY with his wife and their five
children. Office 607-770-8933 | Website: www.contractor2020.
com | Email: multimedia@stny.rr.com

Sell with
Service
By Adams Hudson
Do you realize that the failure rate in sales is 95%?
That means 95% of the people who go into sales fail
and get out. This huge majority of non-performers are
usually the ones doling out awful advice to you and setting a poor image for the profession.
Many techs have bought into this image, believing somehow that sales is disreputable or that they’re
“above it” in some way and would never do that to a
customer. Bad word choices all around.
You see, sales – in the broadest sense of the word
– is what we’re all doing in some capacity. Everyone.
From the waiter at the nice restaurant to the guy at the
tire store to the beautiful actress on a TV infomercial.
And especially our children, who “sell” us on the idea
that they MUST HAVE every possible new toy-gamecandy-clothes-entertainment gadget that has ever been
invented… and a couple that haven’t.
When we get the benefit represented that meets or
exceeds the price, we have gotten a good value. Pure
and simple, please don’t forget: the best and most valuable sales are service.
That’s why it’s surprising that many technicians
shy from upselling. They feel customers will ask for
the upgrade OR will think they’re pushy if they offer it.
Hear me out: If you feel the upgrade/upsell is a worthwhile option for your prospect, it is your duty and responsibility to offer it. Make your techs and salespeople
see upsells this way. And here’s the way you make them
work…

If you have just 20 service calls a day and only
25% of those like you enough to be called “customers”,
that’s five repeats, and 15 “new” customers a day.
Let’s say the five repeats only buy the upsell 30%
of the time (national average is 60%), and the 15 new
customers only buy the upsell 10% of the time, that’s
1.5 sales a day of something.
If two-thirds of your actual upsells in both groups
only buy $300 of additional product or service (national
average) you’ll be seeing $78,000 out of your “repeats”
and $78,000 out of your new customers for $156,000 in
accidental money you’re missing. (That is: 1.5 customers a day x $300 x 66.66% = $77,992.)
Bottom Line: You can’t afford not to train your
technicians in selling techniques. It’s an investment
that makes them better employees and puts more dollars in your pocket. You’re turning employees into an
untapped profit source that builds their confidence in
themselves your confidence in their abilities, and your
customer’s confidence in your company’s expertise.
And confidence equals sales. Pretty tough to lose when
you’re on the right side of the training track.
Adams Hudson is president of Hudson, Ink, a
creative marketing firm for contractors and PHCC
National Marketing Partner. PHCC members can go
to www.hudsonink.com to grab Adams’ free ezine, the
Contractor Sales & Marketing Insider or see other
marketing report.
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A PEOPLE BUSINESS?
By Bill Harrison
President PLI, Inc.
wiharrison@comcast.net
Whoever said the building industry was a people business?
The Coach just did! “Are you nuts?” - you might be tempted to
ask. This is about dusty job sites, heavy equipment, power tools,
unique trade materials, trucks, schedules and budgets, etc., etc.
The building industry indeed is about all those things; but at
the core what makes it all work is: PEOPLE
When it is working well and profits are being made it is
because of the people involved. And the same can be said when
it isn’t going well and we are losing our behinds. It is all about
people and what they do or do not do every day.
Think about it for a minute. What is the only factor that
separates your company from every other competitor out there;
now or in the future? Can the competition buy trucks? Sure. Can
they get materials from the supply house? Yes. Can they buy tools,
computers, etc., etc? Obviously. So, they can match you item for
item on “stuff”. So that leaves the only differentiation between you
and them is: PEOPLE
Rewards
In my monthly newsletter this year I will be spending a lot of
time covering the people aspect of the industry; because my experience shows it is sadly ignored for the most part. The basic premise
is that we will throw money at people and they will perform at a
high level. How well has that worked for you in the last few years?
Not well I would imagine because some of the first folks we let
go during this crisis were highly paid ones. They were actually
overpaid for their skill sets, attitude and work ethic. Am I on track
here? Can you relate?
If you want to get through these challenging times you will
need to get a better understanding of people and how they should
be led and managed and motivated and trained and rewarded and .
......
You get the picture. We already spend a lot of time on how we
handle our “stuff”, but the bottom line is never about our “stuff”;
it is always about our people. Our greatest wins and our biggest
losses come about from what our people do or do not do every day.
We need to look first at how we compensate folks for their
participation in our company. Have you ever given someone a raise
in salary or wage? Stop that! We all know when folks are given
things they don’t appreciate it; they just expect to be given more.
Most of your team members expect to be paid for attendance;
not performance. It is critical however that you create systems
where team members can earn greater rewards; that doesn’t always
mean a raise. The more your people do, and the better they do it,
[ 24 ]
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the more reward they
can earn. This puts the
responsibility for rewards
where it belongs – with the individual team member. It can also be
designed to affect teams of folks; not just the individual.
Growing our team members
Another very sad aspect of our industry is the almost total lack
of effective training; particularly as our team members advance to
supervisory positions. Giving someone the title of foreman does
not give them the requisite skills to be a supervisor. Think for a
moment. Why do we select someone to be a foreman? Usually
because they are a very hard working and accomplished tradesman.
They are a very good worker. Right?
And why is the position of foreman so critical? Everyone
understands that we win or lose in the field; not in our corporate office. We might use the title of superintendent, or foreman, or something else; but that is the person who makes it happen every day.
And the greatest challenge for a new supervisor – getting the
work done through others. In fact, their being a hard worker often
hinders them in getting the job done. And yet, with our most critical position, a field supervisor, we almost never train them on how
to be an effective one.
Their knowing their trade is a great asset. But they can’t be
a good supervisor unless they understand how to lead, supervise,
motivate, plan the actions of, and get results from – PEOPLE
We have covered some very significant areas in this short
article. Your understanding of these concepts is irrelevant however.
The world is full of folks who know what to do or understand what
to do.
It is seriously under populated in those who actually do it. Are
you going to be a knower or a doer. Choosing to get it done; no
matter what, will lead you to the top of your industry. Are you going to read this and think about acting on it; or are you going to act
on these ideas today?
The Coach does not succeed until you succeed.
Bill Harrison is president of
PLI, Inc. His contact information
is: P. O. Box 1403
Centreville, VA 20122
(703) 909-8230
wiharrison@comcast.net
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The Torch Is Past
(and so are welding and grooving)
Put those welding torches away and pack up that old roll groover
too. Now, there is a better way to connect stainless steel pipe—with
Viega ProPress®. Press technology is faster, safer and more consistent
compared to traditional methods. We’ll prove it! Contact Viega for
more information or for a demonstration on the future of pipe joining.

TheTorchIsPast.com
866.766.7805

The global leader
in plumbing, heating
and pipe joining systems
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Train With Us to Deliver
Optimized Home Heating.

Want to install the strongest-performing home heating system? It depends on
where you stand. Literally. A new study on comparative home heating reveals how system
performance varies depending on location, energy and appliances.
Learn all about it and earn CEU credits by taking our free AIA- and NAHB-approved
Comparative Home Heating course at buildwithpropane.com/training.

Find a Michigan propane retailer at
www.usemichiganpropane.com.

