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INTRODUCTION

Inthisarticle, | will provide business advice and guideines to help established contractors
expand or diversify the services they offer asaway of increasing profit. Diversfication can be
defined as offering a different type of service to an existing or new customer. Expansion would be
defined as providing services related to those you dready provide to an existing customer. Gener-
aly, expansonis abetter way to sart. It's easier to manage, more profitable and doesn't require a
new customer base, as you're finding additiona ways to earn more dollars from current cusomers.

For example, if you offer carpet cleaning, you may aso offer drapery and upholstery cleaning,
high pressure washing, topica trestments or other services and products related to carpet cleaning.
Y ou're dready in the home or business and, assuming the customer is satisfied because you' ve done
agood job, chances are they’ d be happy to have you provide other related services as well.

Thisdso fitsin with future trends in marketing, of finding ways to get more dollars from your
existing customer base instead of looking for large numbers of new customers. If you look at your
exiging customers over alonger period of time, they have a much greeter vaue than just a monthly
charge. If you get $1,000 from an account on a monthly basis, the account is worth $12,000 per
year; over five years, it'sworth $60,000; over ten years the value is over 120,000 dollars. In
redity, the potentid vaue of acustomer is much grester than the monthly invoice amount. If you
add on increases, additiond services and the company’ s growth potentia, the vaue will go up
condderably.

ISTHISCONCEPT VALID?
One of the largest contract cleanersin the country, American Building Maintenance Indudtries,

has been extremely successful with this approach. They concentrate on their core janitoria busi-
ness, but have diverdfied and now offer eeven different services through independent divisons.
Their god isto be the full service property maintenance company. Once they get their foot in the
door with janitorid, they sell additiona services and develop other profit centers. This alows them
to spread the financid risk over a grester area and to concentrate on offering services to a specific
segment of the building industry.

This same gpproach, on amuch smdler scae, when properly developed and implemented as
outlined in thisarticle, will enable you to increase your cusomer base, income leve and profit
percentage. Specidizing in a certain type of service or area, such as doctor’s offices or parking lots,
is an effective marketing tool. When considering expansion or diversfication, you may wish to
operate under a separate company name, with different crews, or utilize subcontractors for each
pecidty when firg garting.
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More services will dlow you to find additional opportunities for profit. Janitorial servicesin
most aress are very competitive. To build a profitable business, you must sell additional services
that can earn a higher profit percentage, in the range of 30% to 200%.

In most cases, add on services, at least in the beginning, won't generate adequate revenues on
their own to be a completey independent venture. They Smply can't generate enough income
because most of the larger accounts are controlled by contract cleaners. They have the customers
and they’ re going to either subcontract or buy the equipment themselves. Trying to start a carpet
dying or blind cleaning business and make alarge profit soldy fromi it is questionable. However, as
an add on service for an exigting contractor with a sufficient customer base it can be very lucrative.
In addition, the new service may open the door to additiona accounts and it gives you another
reason to contact an exigting or potentia customer with something new to offer.

ANALY SIS, RESEARCH & PLANNING
To avoid problems and help assure success, it isimportant that you do the necessary andysis,

research and planning before you decide to offer anew service to existing or potential customers.
Let'stake amore detailed look at this before we proceed.

Are you and the existing business capable of handling the demands that offering and providing
anew service will create? 'Y ou must have your exigting business well-organized and operating both
efficiently and profitably before consdering expangon or diversfication. Offering new services will
stress your ahility to perform as a manager, to market and to supervise the employees doing the
work. One of the worgt things you can do in abusiness that’ s having financid difficulty or manage-
ment problems isto complicate an dready delicate Stuation by attempting to do more.

Other important questions to ask yoursdlf are;

1. Isthe exigting office space and support aff able to handle additiond calls, correspon-
dence, bids and invoicing?

2. Towhat degree will offering the new service interfere with the company’s ability to
provide qudity service to exising customers?

Y ou must be careful that you don’t dilute your focus away from where your primary money
source comes from.

3. What expenses are involved in setting up anew area?
A. Labor
B. Marketing
C. Overhead
D.Equipment and Chemicds
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If you offer anew service today, how long will it be before themarketing kicks in and sarts
generating leads and customers? Are you looking a 10 days, 30 days, 3 months, 6 months or
more? Areyouina  postion to financialy cover costsfor that period of time? It'simportant to
answer these questions now, regarding how much and how long.

4. What isthe competition like?

Don't enter acrowded field with low profit potentid. Theideahereis  to make more
money. Develop detailed business and marketing plans. Make sure this is worthwhile before you
commit to increased costs for equipment, labor and marketing. If the decision is made to proceed,
once you do gtart, monitor costs and income to prove that the profit is redly there.

5. What safety, environmenta and hazardous waste concerns apply? Are specia permits,
training or certification required?

6. What equipment and vehicles are needed? Can they be leased, rented or purchased
used? How about cost, maintenance and operation?

7. Would it be better to purchase or merge with an exigting business, versus sarting from
scratch? Many large companies, when seeking to diversify or expand, frequently buy
an exiging business that has a customer base, equipment and taff dready in place. It's
generdly more difficult to start from scratch than to take over an exigting operation and
make it better.

8. Do you have adequate production, supervision and marketing saff to handle the
increased workload, or will additional staffing be required? If you don't have the
technica expertise required, where are you going to get it? Can you hire someone who
has the required expertise to work for you? Can you hire away akey person from a
competitor who has experience as wdl as a customer base? Y ou may wish to run
severd test “help wanted” adsto see who'savailable. Can you learn the skills yoursdlf
or hire a subcontractor?

One of the key aspects of providing additiond servicesis daffing. That's redly what you sl
it's not equipment, products or uniforms, it's the people who do the work. When you expand or
diversfy, you need employeesto serve the customers. From day one, begin training back up
support, o you're not caught in area bind should your key person leave or get injured.

9. Where will the customers come from?

Y our present customers are dways your best and least expendve source of new business
and additiona income. However, sdlling to your existing customers done may not generate the level
of income you need to make a new venture profitable. After they have been tapped, you must offer
the service to a more expendve and difficult to penetrate audience.

6
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MARKETING
Marketing isthe life-blood of a service business. Develop adetailed marketing plan that

includes 1) who the potentia customers are, 2) what you' re going to do to reach them, 3) what
kinds of cogts you'll incur, and, most important, 4) how much income and profit you will generate
over aset period of time.

Don't overlook the possibility of marketing services on aregiond or national bass. This
sounds difficult, but many companies are sole sourcing for an entire chain of stores. Eagle Hard-
ware, Safeway, Silo, Price Cutters, Office Max, Office Depot and Walt Disney stores frequently
contract with one firm that may subcontract with asmal business in each areato get the work done.

From a marketing standpoint, ook at services that customers need severd times per year and
can be sold on a maintenance contract versus aonetime sarvice cal. Thiswill smplify sdlesand
scheduling, and dlow for increased income and profit.

Let’stake aquick look at the range of additiona services one might offer.

- Carpet cleaning, dying, repair and ingalation
- Hard and resilient floor care

- Concrete sedling

- Wood floor refinishing

- Marble and stone restoration

- Drapery cleaning

- Upholstery cleaning

- Office partition cleaning

- Computer cleaning

- Wall and celling dleaning

- Blind cleaning

- Fire, water and odor damage restoration
- High pressure washing

- Parking lot cleaning and gtriping (painting)
- Building exterior cleaning

- Metd polishing and seding

- Landscaping

- Pest control

- Security services

- House cdleaning

- Window washing

- Painting

- Carpentry, plumbing and eectrica repair
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- Congtruction clean-up
- Apartment turn over services
- Swimming pool maintenance
- Janitorid supplies
- Carpet spotters, vacuums and brushes
- Property management
- Lighting maintenance
- High tech dleaning
- Clean rooms
- Computer rooms
- Recydling
- Environmenta cdleaning and testing
- Wood refinishing and touch up
- Awning and Sgn deaning
- Carpet carving
- Air duct deaning and seding
- Formicarepair and recoloring
- Porcelain and appliance recoloring
- Carpet and floor covering inspections
- Fabric protector application
- Contract management services
- Consulting services

Thekey isto identify the most gppropriate and profitable service for you, while redlizing that
you can't do everything. Also remember that Specidization sdls.

| would caution againgt purchasing a franchise or signing alicensaing agreement that requires
payment of amonthly fee. In most cases, this Smply isn't necessary; the products, information and
technica support you need are available from independent sources such as suppliers, manufacturers,
associations and consultants.

This is one of over 80 Professond Cleaning Reports available from Cleaning Consultant
Services, Inc. For a Cataog of dl the reports and training materids available from CCS,
please visit our webgte at www.cleaningpublisher.comor call 206-682-9748.
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