Construction - Concrete

ReadyGetSet Report

Ok, here's how concrete producers operate.

They prepare batches of ready-mix concrete at a central location and deliver them to construction sites in rotating cement trucks.

Most are local companies, typically with $5 million in annual sales, 20 employees, and 10 cement trucks.

Concrete is a mixture of cement, gravel, sand and water. Operators store these at a central site and pour them into cement trucks, which rotate and mix the ingredients as they drive to a construction site. 

The quality of the concrete depends on the proportion of ingredients. Once a batch is mixed, it has to be used within 90 minutes or it starts to harden. Cement is bought from big producers. Sand and gravel are usually bought locally. Some operators own their own quarries.

Jobs are usually won by competitive bidding. Delivered costs for concrete are around $90 per square yard.

Here are some strategic things you should know.

Operators depend enormously on the construction industry, especially foundations for homes, and floors for commercial buildings. The amount of construction can change rapidly from year to year. During the recession, home construction in the US fell 60 percent. 

Cement costs can change a lot because making cement uses a lot of energy. But most concrete mixtures contain less than 20 percent cement and the other ingredients are cheap. So concrete prices are fairly steady.

Because concrete is a commodity product, operators usually have a number of competitors within their market area. Since mixed concrete has to be used within about 90 minutes, the market area is often no more than 50 miles from the mixing plant. 

To qualify for more projects, operators may offer special concrete mixtures with ingredients like cork, metals, or dyes. 
Here are some good talking points.
How large a market do they serve? How many miles from the mixing plant? How many competitors in that area?

How many trucks do they operate? Do they own or lease them?

How much concrete do they sell in a normal year? in cubic yards. 

What's most of their product used for? Homebuilding? Roads and sidewalks?

How badly were they affected by the recession?

How much of their business is from competitive bidding?

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

Now you're ready.

