Pro Clean, Tennessee

INTRODUCTION
Pro Clean is a small carpet cleaning business based in Knoxville, Tennessee.  Attempts to expand have met with limited success, and owner/operator Kevin Wilson is struggling to determine the strategic direction he should take.  Despite the company's small size, Wilson can clarify business conditions and establish the best way to manage his resources by using the strategic management process.  Conducting a situation analysis of the external and internal environments will help him to determine if steps can be taken to achieve competitiveness or, in his case, if the business can even survive.  The following steps should be followed to complete his assessment.
1. How would Wilson define his greatest organizational strengths?

2. What are Pro Clean's biggest weaknesses?

3. Given the competitive conditions, what are the merits of opportunities that are available for Wilson to pursue?

4. What actions are required by Wilson to successfully position the company for growth and improved profitability? 
ANALYSIS


Internal Environment
Strengths.  Pro Clean holds a respectable 5% share of the Knoxville carpet cleaning market and is growing at a rate of approximately 5% each year.  The company holds a strong position in the city's northeast residential district.  It has a loyal and satisfied customer base which generates 60% of revenues from repeat business.  Non-repeat business is derived from: 




Marketing

   10%




Referrals

  8.5%




Other*


19.5%



Website

     3%



*Leads from painted van sightings.


While carpet cleaning services represent 77% of Pro Clean's sales, other sources of revenue include:


Upholstery

     9%
 -  Higher price per piece than competitors'


Area rug 

     5%   -  Pricing is 1/3 less than King Rug's 


Tile and grout

     5%



Carpet/fabric protection   3%


Drapery

     1%
 - Only competitor offering this service 
Wilson has 15 years of experience in carpet cleaning.  He has invested in establishing the Pro Clean brand with a professional image (logo, training, uniforms and painted vans) and engages in ethical business practices (contrary to bait and switch tactics used by competitors).
Weaknesses.  When Wilson emulated the King Rug business model by increasing staff, vans, and rented office space, he did not adopt the competitor's higher price structure to cover the additional expense items.  Without higher prices or growth to support Pro Clean's new overhead costs, the company is experiencing poor financial performance.  Due to payroll and van lease payments, cash flow has become an issue.  And the expansion costs sunk into the business are not producing an acceptable level of return on investment for Wilson.  In fact, as he seeks to find the answers to his current dilemma, Wilson has taken on additional expenditures which are contributing to further financial setbacks.   


Pro Clean is desperately in need of new business, but does not have the marketing expertise or resources to attract new customers.  Only 10% of business currently comes from marketing efforts.  Customers are not segmented or targeted according to their profile of needs.  


In addition, Pro Clean's current staff does not match the functional requirements of the company.  Functional needs which are not being met include:

· Selling - Converting Estimates into Sales, Up-selling, and Cross-Selling:  Although the percentage of estimates which become jobs is unknown, current staff has limited effectiveness at onsite selling.  The exception is Scott's ability to relate to older clientele.

· Cleaning - After Hours Jobs:  Despite idle technician time during the day and Wilson's preference to not be involved with cleaning, he is covering jobs which are scheduled in the evenings and on weekends.
· Marketing:  Again, the company lacks the marketing experience or skill sets required to attract new business.

· Accounting:  Wilson claims that he is not good at record keeping, and Scott's background is not related to managing financial transactions.

· Zone Scheduling:  The ability to cut operational costs is hampered by the inability to properly execute zone scheduling.
Meanwhile, Wilson is performing clerical responsibilities, cleaning technicians and vans have excessive idle time, and the office manager spends his time either in the field or working from home rather than at the office.  Wilson has proven to be ineffective at managing the firm's resources, and employee compensation does not yield desired behavior.
Opportunities in the External Environment

The price-competitive carpet cleaning market in Knoxville serves a growing population of over 183,500 people.  It is saturated with competitors.  Although they are primarily owner/operators like Wilson, one national franchise (with name recognition, aggressive advertising, lower prices, and a good share of the market) and a couple of direct rivals (with 2-3 vans) also compete for market share.  
Despite market saturation and only slight increases in median household income (just 2% per year), home values are increasing at approximately 6% per year, and the market for carpet cleaning in Knoxville is expanding at approximately 5% per year.  None of Pro Clean's competitors is targeting business in surrounding counties, but growth beyond Knoxville introduces scheduling complexities.  And Pro Clean is already struggling to improve its operational cost efficiencies.  
Knoxville's diversified and expanding commercial sector is an appealing avenue of growth for Pro Clean.  To enter the commercial carpet cleaning domain would pit the company against one-shop-stop janitorial services.  It would also require A/R collection capabilities which the company is lacking.  Wilson needs to determine if he can compete with diverse janitorial service providers along any dimensions, such as quality or price.  Targeting the light commercial district in the northeast corner of Zone 2 would enable Pro Clean to establish a foothold in the commercial market without going head-to-head with D-Cleaner's in Zone 3 and to gain scheduling advantages to reduced operating and fuel costs.  According to Wilson's market analysis, no other carpet cleaners are targeting commercial markets.  On the downside, national janitorial cleaning and carpet cleaning chains are advertising aggressively to enter the city despite the saturated marketplace, so competition for commercial accounts can be expected to intensify.  Considering the company's specialized equipment, competitive pricing, and core competency at carpet cleaning, Pro Clean might be able to contract with small janitorial services or chains to provide care for their accounts' carpets.   
Due to its competitive price levels, Pro Clean could pursue a market penetration opportunity in Zone 4, King Rug's territory.  However, this strategy is likely to trigger additional rivalry with the strong competitor.

With increased effectiveness of its marketing efforts, Pro Clean could discover several areas where growth is possible.  For instance, heavily marketing to clients in Zone 2 could generate new business in a dense region which is close in proximity to current business and enhances the company's ability to achieve scheduling efficiencies.  Or aiming marketing efforts to convert loyal and satisfied average users to frequent users could increase the percentage of Pro Clean's customers who use its services every 6 months, generating new revenues from its existing client base.  Perhaps most importantly, engaging in aggressive neighborhood marketing programs, increasing business during points of interaction, and networking with current customers have the greatest potential for generating business with conveniently-located and desirable customers.    

Expanding the service portfolio into related areas of floor care, such as hardwood floor cleaning, is another option for Pro Clean to consider.  However, to the degree which hardwood floor care requires additional or different cleaning equipment and supplies, it becomes less compatible with current capabilities.  Whether additional investments are justified will depend upon further study of market size and potential profitability.  Other related services, with perhaps less demanding operational considerations, such as maintenance on regular (household) carpet care equipment and supplies, could open up appealing opportunities for the company. 

Finally, additional emphasis on current services could be a valuable growth strategy for Pro Clean.  For example, the company's price is significantly lower than its only rug cleaning competitor, King Rug.  And on site rug cleaning is convenient for customers.  Also, Pro Clean is the only competitor offering drapery cleaning.  However, the only way to capture more business with these services is to overcome the company's weakness in marketing and selling capabilities.
STRATEGY FORMULATION
Pro Clean needs a competitive business-level strategy which is designed to:
· exploit the company's strengths and core competencies (price competitiveness, customer rapport, and vans/business image), and 
· overcome its marketing/selling and operational weaknesses (primary activities in the value chain).

Assuming that he would not choose to raise prices to restore financial viability, Wilson needs to develop a marketing plan to grow the business and establish a staffing model to effectively meet his operational needs.  His business strategy should be one of differentiation based on customer relationships and the price/quality value proposition. 
Marketing Plan
To grow the business, Pro Clean should focus on market penetration of Zone 2 and increasing revenues from its existing customer base.  Wilson needs to provide the marketing tools necessary for accomplishing this function.  The following methods are suggested to help the company achieve its growth objectives:
· Increase referrals by offering discounts for multiple cleanings scheduled in the same neighborhood.  Marketing efforts should be initiated when doing estimates and booking jobs to build awareness of "Neighborhood Pricing" and that "Pro Clean will be the neighborhood". 

· Increase the rate of jobs received by on-site estimates.  This is an advantage that Pro Clean has over its smaller competitors.  Wilson should be tracking closing rates, evaluating successful selling techniques, and rewarding improved on-site sales performance.
· Increase sales of other services to current customers.  Newsletters can be used to highlight and "soft sell" additional services (especially drapery sales which no other service offers and rug sales where Pro Clean has a significant price advantage over competitors).  And Pro Clean can use suggestive selling techniques when scheduling jobs simply by asking: "Do you need any additional services while we are on site?" 

· Increase neighborhood marketing efforts.  Pro Clean vans should not be sitting at the office.  They are perhaps the company's best marketing tool which is not being fully exploited.  Despite the amount of time that they are not in the field, nearly 20% of new business comes in from van sightings.  In addition, idle technician time should be spent distributing flyers and building awareness of Pro Clean's services.  This should not be optional, but a part of the technician's job description.

In addition, Pro Clean should seek and pursue opportunities to increase its light commercial business, either by capturing accounts or by contracting with small janitorial services or chains to do carpets for their account bases.  Making inroads in the Zone 2 commercial district would give the company experience with this type of account before venturing into more competitive zones.  The company should also add carpet-related services to its portfolio.
Staffing Plan 
Implementation of Pro Clean's business and marketing strategies require an operating plan which will produce the structure, staff, skills, and controls to properly achieve the company's goals.  It will also be helpful to build a culture which values revenue growth and keeps the focus of the organization constantly on pleasing customers and generating new business.   
Most importantly, Wilson needs to restructure the jobs at Pro Clean.  This involves defining cohesive job responsibilities and filling positions with individuals qualified for the role.  A recommended model which assigns responsibilities according to qualifications and needs is outlined below.  
Business Manager, Wilson 


Business Development - Set Direction and Goals

Staff Hiring, Training, and Performance Evaluation

Scheduling

Inventory Management and Purchasing

Some Clerical and Administrative as Needed


Field Technicians, Scott and Martinez


Cleaning, Includes Part-time and Weekend Rotation


Van and Equipment Maintenance



Non-contact Marketing - Flyer Distribution, Neighborhood Awareness

Lead Generation - Identify Opportunities with Current Customers 


(Draperies, Rugs, Additional Rooms, Etc.)


Sales and Marketing Professional, New Hire

On-Site Estimates

Customer Care Management - Newsletters, Up-Selling, and Cross-Selling 


Website Management* 

Marketing Activities - Neighborhood Campaign and Materials

Some Clerical and Administrative as Needed 

Outsource - Payroll, Bookkeeping, and A/R can be contracted with a small accounting firm because it should not justify a full-time employee, and Pro Clean does not possess the skills to perform these non-strategic activities internally. [*The company website can be managed without incurring a huge expense, but it does add value.  It should be handled in-house or outsourced depending on the new hire's capabilities and time availability to manage the website.]

Properly-designed compensation packages motivate employees to achieve organizational goals and promote desired behaviors.  Pay based on the number of jobs completed, rather than on a flat salary, is one method of focusing compensation on company objectives to grow the business.  Providing generous incentives for up-selling and bringing in new business also serves to link compensation to growth objectives.  Giving more than a 10% reward for new business generated by the employee is worthwhile because it has a greater likelihood of motivating business-generating activity, and because real value exists in the potential for repeat business.  Currently, Pro Clean has only one technician in the field, and if he is not generating business, he is not really doing the job you need him to do.  All employees representing the company need to be trained, incented, or replaced.  It is a hard line, but when the alternative is losing a job or going out of business, Wilson needs his staff to perform.  And the present pay structure does not motivate or reward important goals of the company. 
Also, Wilson may have made a mistake when he reduced his technicians by letting Jeremy Turner go.  Turner was hard working, reliable, knowledgeable about the Knoxville area, and perhaps most importantly, he had 5 years' experience in janitorial cleaning.  Before considering other avenues, Wilson should approach Turner to see if he would be available to help Pro Clean expand its commercial business.  Again, an appropriately-designed salary/compensation plan is essential to driving the goals of the company.  
Finally, the decision to keep the rented office space can be made once the new organizational structure and operating patterns are in place.

SUMMARY
The analysis above highlights the importance of Wilson's business development and resource management responsibilities.  Without access to financial information, it is difficult to assess whether Wilson is in a position to recover from his expansion investment and to continue on profitably.  But, assuming that closing the business or returning to a single-operator business are not acceptable options, the marketing and staffing recommendations provide a game plan for Wilson to realize his vision and rewards from his expansion efforts.    
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