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Avoid involvement in high risk projects. 
Carefully analyze risks involved in each 
project and take steps to reduce them to 
levels your firm can handle. 
Review business risk coverage your in­
surance provides with the aid of a com­
petent insurance specialist. 
Study how reliable your estimating pro­
cess has been in projecting costs. 
Review your business organization form. 
Strive for a high rate of return on in­
vestment. 
Make a real effort to implement as effec­
tive an employee safety program as pos­
sible (44- 45) . 
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Equal and balancing factors in the construction 

industry are technical and profit management. Tech­

nical management refers to the estimating, cost con­

trol, and engineering portion. Profit management is 

concerned with risk management, money management, and 

collection management. The controlling factor is the 

business plan. A successful businessman will utilize 

the business plan to effectively control technical and 

profit management. The business plan is the " guiding 

force" of any company. The basic goals and objectives 

of a company, its programs, and its resources are all 

contained in the business plan. It is the organ-

izational strategy of a contracting firm (Brunotte 5) . 

Statement of Purpose 

Ozark Builders, a housing development company 

specializing in the constructi on of lake homes, is in 



13 

need of a business plan. Therefore , this study will 

investigate the design and implementation of a business 

plan for Ozark Builders. 



I ndustry Conditions 

Chapter II 

LITERATURE REVIEW 

The U. S . Department of Commerce released a report 

in August 1996 o n New One - FamjJy Houses Sol d in the 

U.S . The statistics in this report, as shown in Figure 

2 , revealed that the sales o f new one family houses in 

June 1 996 were at a seasonally adjusted annual rate of 

73 4,000 houses sold . The May 1996 rate was 775 , 000, 

down 41 , 000 units, but up over the June 1995 rate o f 

72 4,000 new one- f amily houses sold (2) . 
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Figure 2 

I IOUS[S SOLD (Annual Role thousands) 

January February March April May June 

- 1995 - 1996 

Source: O.S. Department of Commerce. New One-Family Houses Sold 
(August 1996) . 
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A June 1996 D110 and Bradstreet Snrvey of two 

hundred construction executives showed strong growth in 

the construction industry. Future growth was expected 

to remain strong . The construction executives reported 

that their current order books, employment levels, and 

selling prices were at a peak level (1) . 

John A. Tuccillo, chief economist fo r the National 

Association of Realtors, reported in Today ' s Realtor 

that, " Economic growth is again going to be a positive 

factor in 1997 , and employment numbers will help tell 

you where it's going" (Umlauf-Garneau , " 1997 : Strong 

Housing ... "). Tuccillo forecasts a fairly strong 

housing market for the first and second quarters of 

1997. He predicts that home sales will not reach the 

current projection of four million units, but will be 

around 3 . 85 million units in the first quarter of 1997. 

The highest annual home sales volume for the 1990s was 

3.94 million units in 1994 , and the record all-time 

annual high was 3 . 98 mil lion units i n 1978 . With the 

commitment rate on the thirty-year fixed-rate mortgages 

falling to below eight percent and with possible relief 

in the capital gains area, Tuccillo believes that all 

areas of the country will do well in 1997 (44). The 

NAR Research Division reported that the monthly sales 

of single family units hit a high of 4 . 04 million units 

in November 1996 ( "Existing Home Sales"). Homeowner­

ship is the highest in fourteen years according to the 
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U. S. Department of Housing and Urban Development . The 

rate zoomed to 65 . 1 percent in late 1995 . There has 

been a steady decline in homeownership in recent years . 

NAR President, Art Godi, credits this increase to 

housing affordability and to programs that reach out to 

first time buyers and loan mortgage rates (" Homes Are 

Hot . .. " ) . This national homeownership rate has risen 

without a drop for ten consecutive quarters, con­

tinuing the l ongest uninterrupted increase of home-

ownership in thirty years ( " Homeownership Boom") . 

Business Plan 

"A business plan is the written expression of your 

business idea," is a statement made in the booklet by 

Lhe Missouri Department of Economic Development, Start­

ing a New Business jn Missouri. Writing a business 

plan forces the business owner to take a critical , ob­

jective look at his business idea and rethink certain 

areas. It communicates the owners ' ideas to financial 

institutions and to others. A good business plan is 

essential in both new and existing businesses. By out­

lining goals , the business owner can spot weaknesses 

and strengths during all phases of the venture (7) . 

A good business plan includes an executive summary 

that describes the company, its management, current 

stage of development, and future plans . It has a 
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mar keting section that has industry data , including 

trends and p rofi t p otentials. The marketi ng section 

also i n clud es a marketing plan , customer demographics, 

market a nalyses , and informat ion about the competition . 

A prod uct and services section that identifi es the 

product and services and a description o f the manu­

facturing distribution chain should also be included in 

the business plan . And finally , a section in the plan 

that is devoted to financial information, such as 

financial statements and projecti ons is necessary (U . S . 

Small Business Admin . " What Makes a . . . " 2). 

Many construction companies' plans are for both 

the short term (one year) and the long term (three to 

five years) . Most short term business p l ans consists 

of three parts : a sales plan , an operat i ons p l an , and a 

forecast statement of income . The forecast statement 

of income is usually prepared annual ly during the last 

quarter of the year for the following year (Lang and 

Decoursey 148) . 

The U. S . Small Business Administration in thei r 

pamphlet , A Bus i ness Plan fo r Sma l l Construction Firms, 

lists a number of questions an o wner should ask himself 

when compiling his business plan : 

* What business am I in? 
* What do I sell? 
* Where is my market? 
* Who will buy? 
* Who is my competition? 
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* What is my sales strategy? 
* How much money is needed to operate 

my firm? 
* How will I get the work done? 
* What management controls are needed? 
* When should I revise my plan? 
* Where can I go for help? (2) 

Fourteen basic steps in making a business plan 

that any small business could utilize was contained in 

Sma ll Business Management Fundamentals: 

Step 1 : 

Step 2: 

Step 3 : 

Step 4: 

Step 5 : 

Step 6: 

Step 7 : 
Step 8 : 

Step 9 : 

Step 10 : 

Step 11 : 

Step 12 : 

Step 13 : 
Step 14 : 

Determine what profit is wanted 
from the business and complete a 
projected income statement. 
Survey the market and determine 
if projected sales are obtainable . 
Prepare a statement of assets to 
be used . 
Prepare an opening day balance 
sheet. 
Study location and c hoose site for 
business . 
Prepare a layout for business 
activity . 
Choose legal form of organization . 
Review all aspects of the merchan­
dising plan . 
Analyze the estimated expenses in 
terms of their fixed or variable 
nature . 
Determine the firm ' s break- even 
point. 
If sales on account is being con­
sidered , establish a credit policy . 
Review the risks and how to cope 
with them. 
Establish a personnel policy . 
Establ i sh an adequate system of ac­
counting records. (Steinhoff 29- 30) 

There are many organizations available to give 

assistance to firms desiring information and counseling 

in starting and managing their businesses . The Service 
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Corps of Retired Executives Association (SCORE) is a 

volunteer organization associated with the U. S. Small 

Business Administration. SCORE members conduct busi­

ness seminars each month . They may be reached by phone 

to answer business questions and give on-the- spot 

counseling. They provide one-on- one counseling for as 

long as this service is needed. Many of the county 

extension centers have business and industry special­

ists who provide information and individual assistance 

to business owners . The Missouri Department of 

Economic Development is another good source of infor­

mation for businesses . Municipalities, such as Kansas 

City and St . Louis, have councils set up t o provide 

information to new business owners (Eliason 13). 

The Internet is becoming a new source for business 

valuation . It is growing at the rate of ten percent 

per month, and one-half of all activity on the Internet 

is business oriented. Economic data can be accessed 

through the U.S. Census Bureau (http : //www . census . gov). 

Some of the information on the Web is free, but many of 

these providers, such as Dun and Bradstreet, charge a 

fee for their services . The Web is still in its 

infancy as far as a full-service information provider 

is concerned. Industry ratios for comparative purposes 

are not now available on the Web and for many infor­

mation searches, traditional sources still have to be 

used (Chipalkatti 7). 
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Organ i zationa l structure 

One of the most important decisions that organ­

izers of a small business enterprise must make is 

selecting the type of legal structure for the business . 

In Missouri, the law allows for the following types of 

legal structures: a sole proprietorship, a general or 

limited partnership, a limited liability company (LLC), 

and a corporation (S corporation or C corporation). 

A sole proprietorship is owned and operated by one 

person . It is the least costly way of starting a busi­

ness . The owner assumes all risks and is entitled to 

all profits. The business debts of a sole proprietor­

ship may be paid by confiscating the owner's personal 

assets (Missouri Dept. of Economic Development 19) . 

In a general partnership, the business is owned by 

two or more persons. Generally, the actions of one 

partner obligates all partners. This type of partner­

ship can be formed by either an oral or written agree­

ment. Each partner is one hundred percent responsible 

for the debts. All profits of the business are shared 

by the partners (19) . 

Under a limited partnership, the limited partners 

have limited personal liability, only their investment 

is at risk . However, the limited partners have no 

control over the business . The general partners in the 

limited partnership are fully liable for the partner-


