Construction - Road Paving
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Ok, here's how road pavers operate.

Their main material is hot-mix asphalt, a mixture of gravel, sand and liquid asphalt, which comes from crude oil refining. The ingredients are mixed together at a central hot-mix plant. The hot-mix is trucked to a construction site, placed on the road with a paving machine, and rolled flat. As the asphalt cools it hardens. Asphalt layers can be 2 inches to 12 inches thick.

Most pavers are local companies, with less than $3 million of annual revenue and fewer than a dozen workers. They own paving machines, dump trucks, and rollers but many don't have their own hot-mix plant.

Most paving is for repair of streets and highways. The previous layer of asphalt, called RAP, is first removed and can be re-cycled into new asphalt. Removal contracts are specified in square yards. 

Aside from private driveways and parking lots, paving business comes from government contracts that are won by the low bidder. 

Here are some strategic things you should know.

Street work is contracted by local cities, and highways by the county or state. Government work is unreliable because budgets change from year to year, and street repair can be delayed if money is tight. There's a lot of competition because the technology is well-known.

Paving isn't done when it's cold, so some pavers switch to snow removal and others reduce their workforce to a small core. Most projects last just a few weeks.

The liquid asphalt in a mixture is only 5 to 10 percent but is much more expensive than the cost of  gravel and sand. Liquid asphalt prices can change rapidly because they're tied to energy costs. The range within a year can be 300 to $800 per ton.

Paving work is typically only guaranteed for a year because water and ice can break it apart. Asphalt mixed with rubber from old tires has better strength but is more difficult to recycle than RAP.
Here are some good talking points.

How many projects do they handle in a normal year? How many at one time?

What's the average value of a project? The average length of time?

How much of their work is under government contracts?

Do they own or lease their pavers and trucks?

Do they have their own hot-mix plant?

Are changing asphalt prices a problem for them?

How much were they affected by the recession?

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

Now, you're ready.

