Construction - Trade Contractors
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Ok, here's how trade contractors operate.

They specialize in one of the various aspects of building a house, such as foundations, framing, roofing, electrical, plumbing, HVAC, drywall, carpentry, or painting. Many also work on older homes, doing repairs or remodeling.

A typical contractor does $3 million in annual business and has a dozen employees.

They work as subcontractors on construction projects, either single-family homes or commercial buildings, and often work on several projects at the same time. They amount they receive for work on a new home may be around $20,000. Commercial jobs are won through bidding. Repair business comes through referrals or advertising.

Skill in estimating the cost of a job is essential because contractors are often responsible for cost overruns. They're usually cash poor because they have to pay their workers before collecting the full amount for a project.
Here are some strategic things you should know.

They're highly dependent on construction, which can vary a lot from year to year. During the recession, the amount of new construction dropped 60 percent. Repair and remodeling work is more stable but jobs are smaller. 

Finding and retaining qualified workers is difficult. Many workers are young and very mobile. Experienced workers are likely to go into business for themselves. 

Work varies throughout the year, with new construction in the summer and more repairs in the winter. Contractors often keep a core of permanent workers year round and hire temporary workers when needed.

Many projects last for weeks rather than months, so a lot of time is spent finding more work. Because of strong competition, contractors can't have a big backlog of projects.
Here are some good talking points.
How much of their business normally comes from new construction?

How much were they affected by the recession?

How many repair projects do they handle in a typical year?

Are these commercial or homeowner projects?

How do they get new work?

What's the dollar value of a typical project?

Does their workforce change much during the year?

And finally, how do they see their business changing in the future?

Now you're ready.

