By Denise Norberg-Johnson

| he Wizard of Oz" tells the story of Dorothy who, after being swept away to a fantastic
land, struggles to get back home and finds the ability was within herself all along.

The film stands as an allegory for life. With such a
oroad metaphor, it can be applied to, say, business.
Sometimes, being an electrical contractor feels a lot
ike riding through an unexpected tornado and waking
Jp in a fantasy world. Disoriented, you search for a
wvizard to find the way home again.

Like Dorothy who threw a bucket of water to defeat
‘he Wicked Witch of the West, contractors often grab
:he first available tool to fix an emergency. With too
ittle time to think and plan, they look for experts to
solve their problems and return them safely home.

The pitfall in this plan is that there is no wizard

with a sure way to safety. Like Dorothy, the solution
to your problems is within yourself.

Comfort and complacency
Dorothy and her friends almost failed in their mission
because they succumbed to the temptation to rest
in the poppy field. Drowsy and dreamy, they almost
became victims of the flying monkeys. Fortunately,
Glinda the Good Witch sent the cold reality of snow
to awaken them in time.

You may also need a wakeup call. Successful £
contractors find it hard to be flexible and change 5



direction, finding comfort in the very
strengths that may be morphing into weak-
nesses. You know your niche because you
have been operating successfully for years.
You think you know your competitors, but
perhaps the marketplace has changed; so
has their strategy. Look again.

Your priority is keeping your customers
happy, but perhaps you should be dropping
a house on some of them. You probably
spend 80 percent of your time servicing 20
percent of your client list, and they are out
to get you “and your little dog, too.”

You think you run a tight ship, but you
fail to innovate and notice minor profit leaks
or slippages in productivity. You think your
management team is stable, but your inflex-
ible corporate culture and lack of vision has
many of them plotting their exit strategies.
You think your employees are loyal, but sev-
eral of them are planning to start their own
electrical contracting firm and compete with
you. Your corporate values are sacred, and
you would never think of changing them.
Meanwhile, the world around you is the
Land of Oz, and the old rules no longer apply
in the new environment.

Signposts on the yellow brick road
The list of leading indicators is virtually the
same in every survey, article and book on
potential business failure. Look for these signs:

m Employee turnover is increasing, while productivity is decreas-
ing, but your training expenditures are inadequate.

m Your technology is out-of-date.

m Proposal/bid activity and backlog are declining, but your mar-
keting is not targeted; you fail to spot marketplace trends.

m You are spending more and more time on financial matters,
but your cash-conversion cycle time is lengthening.

m Compliance violations and legal problems are increasing.

Fighting the price wars

For those who do notice the signs that the business is in trouble,

one of the most common reactions is fighting a losing battle in the

price wars. The competition is fierce; you need to retain your existing

customers; and everyone else is doing it, so what's the problem?
The real problem is not your pricing; it is your inability to dem-

onstrate your value to clients. It is not enough to win jobs. The
must be profitable jobs, aligned with your technical strength:
and business plan.

Instead of simply measuring the rate of awards as a percentage
of jobs you are bidding, analyze how much profit you leave on the
table each time you win. If your price is substantially lower than tha
of your nearest competitor, your bidding is inefficient and wasteful
and you have just lost a substantial amount of potential profit. In the
hard-bid race, you want to win by a nose, not a mile.

Better yet, aim for the loyal, sole-source relationship. Chargt
more by delivering unique services, superior responsiveness anc
vertically integrated products, so that your clients have no reasor
to hire any other electrical contractor.

Growing broke

Growth is tempting, and everyone knows that bigger is better. Tt
be successful, you must constantly increase revenues. Growtt
requires more cash, more employees and more paperwork, espe
cially if you are taking on larger, riskier clients. Slow, incrementa
growth with a gradual entry into new niches is far superior tc
taking on big jobs, unknown clients and dozens of unfamilia
electricians. Even if the work is profitable, you may not survive
the cash-flow drought to enjoy the harvest of profit.

When you increase revenues, it is safer to build greater volum
with existing customers and employees who know how to com
plete your projects efficiently. Carefully check out the financia
resources and business values of potential clients, maintain tigh
collection procedures on new and larger projects, and hire nev
employees gradually in order to avoid serious impacts on pro
ductivity. The old rule is still a good one: never take on a projec
that is double the size of the biggest project your company ha
previously completed.

Expert or entrepreneur

Beware of the misconception that a skilled employee can eas
ily become a successful entrepreneur. Starting an electrica
contracting business is fairly easy, especially if you are a grea
technician. The technician works in the field while assuming
management duties such as keeping the books, managing per
sonnel and cultivating new business.

However, the former employee is now effectively working tw
jobs. Even if he or she becomes a decent manager, the chanct
of becoming a true entrepreneur is small. Seldom is the sams
person capable of adopting a strategic, long-term plan and entre
preneurial vision without resorting to fixing problems by strapping
on the tool belt and heading to the job site.

To make the transition to manager and then to entrepreneur






