
 Home improvement companies come and go. Most, in fact, go 
within fi ve years. Typically, for two reasons: They run their 
businesses on cash deposits instead of installed work that’s 

been paid for, and they fail to budget for service, not understanding 
that the more work you install, the more service calls you’re going 
to make. 

So, say you operate on a cash rather than an accrual basis and you 
fail to budget for service. Then you hit a patch when sales level off 
and service obligations multiply. One down year and you’re gone. 

How do you avoid these pitfalls? Learn to 
operate on an accrual rather than a cash 
basis and, by all means, budget for ser-
vice. But, just as importantly, owners 
need to know when things are off 
fi nancially and how to make a course 
correction when that happens. 

BLOWN BUDGETS 

Advertising is a good example. What 
happens to most guys who try to go 
big in this business is that they over-
spend on advertising. When they start 
their companies and begin advertising, 
the company grows. Then at some point 
their advertising stops working, but they just 
keep rolling the dice, hoping it gets better. 

By doing monthly fi nancials and reading weekly fl ash reports, you’ll 
quickly see when your advertising expense is increasing. Then what? 
Say my company budgets its marketing expense at 9%, and I determine 
in June that we’re actually spending 14%. Unless something changes, it 
will be 15% or 16% by year end, and with that go all the profi ts. 

Having recognized the problem, there are two ways to deal with it: 
a) Do a little tweaking here and there and hope it straightens itself out 
in a month or two; b) Go to the marketing department and tell them 
that for the next four weeks they’re required to produce the 700 leads 
needed without spending the $60,000 that would normally take. In 
other words, they’ll need to make bricks without straw. 

It can be done. In the course of the year, marketing produces 
thousands of inquiries about our product. Thousands of names 
are archived in the phone room. If you’ve been in business awhile, 
chances are good that those resources exist for you, too. True, it’s 
harder to work than the fresh stuff, but the marketing manager needs 
to develop an organized plan to go back into that material — potential 
referrals, previous customers — and rework it. 

SYSTEM SHOCK

The fi rst time you do this it’s a shock to the phone room and marketing 
department. But you’ll fi nd that they rise to the occasion. 

What’s crucial is that the general manager take ownership of 
the program. Don’t just throw it at marketing and say: Figure it 

out. Direct them to the 10,000 inquiries on fi le, including those 
who responded to an ad but 
never set an appointment. Get 
your salesforce involved by hav-
ing them revisit these customers 
when they’re not on scheduled 
appointments. 

Leads are expensive and hard 
to get. Treat every one like gold. 

REALITY CHECK 

Once you’ve established a pro-
gram and marketing understands that it has to get its job done on-
budget — making bricks without straw — you’ll be surprised at how 
much more effi cient marketing becomes. By having the marketing 
department generate leads without a budget for a month, you buy 
yourself the time to fi x the problem by changing your advertising and 
marketing strategy. Believe me, it won’t fi x itself. The owner must 
make a decision to get back on track. It’s wishful thinking versus 
action. Which do you want to bet on? —Charles Smith is CEO of True 

Home Value, in Louisville, Ky. 

Bricks Without Straw

Does your company have a business practice or installation

technique to share with the industry? Call Jim Cory at

215.923.9810 or e-mail jcory@hanleywood.com. Il
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You’ll be 

surprised at 

how much 

more effi cient 

marketing 

becomes.
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Challenge your marketing department to produce leads without spending money. 
The results will surprise you.

replacementcontractor.com
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