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When should a remodeling company consider changing software from QB to a more sophisticated program?
Summary: below are the primary indicators to consider when thinking changing from QB to Master Builder/RBS/CoConstruct/BuilderTrend (or from a less sophisticated system to a more robust, construction specific system) when:

· QB isn’t providing sufficient and meaningful job cost reporting by which you can pro-actively manage your jobs;

· You have many jobs going on at once;

· Most or many of the jobs have a good degree of complexity, either in design or in construction which typically results in multiple change orders to both the clients and to trade partners;

· The company has levels of management which therefore require more internal accounting controls than are available in QB; for example there is a controller who has a data entry clerk or two who report to him/her;

· You want good integration between estimating, accounting and production management; there are very few systems external to QB which deliver the strength of integration capable in Master Builder;

· Your company is young and you intend to be in this business for a long time;

· Labor burden is not being applied to the jobs correctly or completely; and/or

· You want to operate your accounting/job costing at a stronger level.

If there are three (or even two critical) indicators, it is probably time to consider the change.  There are many important issues, including:  why, when, how long, who, how much – among others.
Call Judith Miller, formerly a Master Builder national trainer (since 1986, #2 in the country) to help you with this important decision.  She can also determine if your QB is running at its maximum.
Detail:
Assumptions:

1. Most remodeling companies use QuickBooks for accounting 
2. Most remodeling companies job cost using a combination of programs

3. Master Builder is the best “next step” up from QuickBooks

4. Changing accounting systems is difficult and potentially dangerous

5. Planning for the time and budgeting for the expense is critical to success

#1.  In my experience, most small remodeling companies - under $2million – use QuickBooks for accounting.  Many remodeling companies between $2million and $8 to $10million also use QuickBooks for accounting.  Many of these companies attempt to use QuickBooks for job costing as well, doing so with varying degrees of success.  Most companies, as they grow, tend to drop job cost information into Excel for comparisons of estimated to actual costs as the jobs progress.
#2.  Most, if not all, of estimating and project management is handled outside of QuickBooks: estimating in either personalized Excel templates or purchased programs including HomeTech, WinEst, or UDA, as those I hear most often.  Invoicing and change orders are typically presented to the client as a Word document.  In other words, there is very little integration between the accounting function and the project management function.

This is highly dangerous, time consuming and tedious:  dangerous because there is no one place where all information exists and can be verified by its relationship to corresponding reports; time consuming because it requires duplicate data entry; and tedious because of the continual need to check and cross check information after the tediousness of duplicate entry.

#3.  Master Builder is a good “next step” up from QuickBooks because it provides good accounting which meets the Generally Accepted Accounting Practices (GAAP) required by all accounting systems AS WELL as integrates the accounting with job costing and project management.  This is highly useful, cost effective and will, over time, reduce the dangers mentioned, but not expanded, in the previous paragraph.  There is not, to my mind, any better choice than MB for the remodeler under $20 Million.
Master Builder handles the highest risk components of job costing well: burdened labor (which separates the burden between Cost of Goods accounts and Overhead accounts automatically -something QB does not do); controls subcontracts including change orders to those subcontracts; and manages change orders perfectly from the point of view of both the change to the client contract and change to the job budget.  One of the best MB job cost reports shows the original budget, by line item, AS WELL change orders to the original budget, again by line item, resulting in a revised job cost budget, by line item, which can be easily reviewed against true costs to date.

Master Builder also produces excellent cost to complete analysis as well as hours to complete – a highly useful tool for companies with significant in-house labor.

#4.  Changing accounting systems is fraught with danger. In his classic book “Construction Contractor’s Survival Guide”, Thomas Schleifer cites Changes in Accounting Systems as 1 of the 10 reasons contractors fail.
“The construction industry spends less time and effort on accounting functions than any other industry.  Many contractors do not expend much energy on the accounting side of their businesses, may not be familiar with their own bookkeeping procedures and may not even have selected the accounting systems they use.  When this is the case, they are unable to check first-hand the accuracy of the numbers they are given.

‘ If a contractor does not understand how the numbers are derived and from what data, it is impossible to truly understand the figures, and if this is the case, the contractor is effectively just listening to the opinion of his bookkeeper.

‘Conversion will cost as  much as two or three times the early estimates and will take much more management time and energy to accomplish than anticipated.  I have seen this drain on time and money push construction companies almost out of business:  if combined with other business weaknesses, it can easily be the last straw.
‘… it is much more dangerous to wait too long to institute needed computerized systems.”

#5.  Every company wants and needs to grow.  Planned growth represents considered growth.  The implementation of the MB accounting and job costing system promises significantly better control and reporting.  However, the conversion should be planned, both from a budgetary and a time consideration.

A typical conversion from QB to Master Builder takes 3 months with excellent in-house personnel capable of managing and understanding both accounting and job costing.  During this period of time the company will operate simultaneously on two different programs.  If all goes well (remember, “excellent in-house personnel”) the conversion will be accomplished quickly (it’s never easy) and you’ll enjoy the benefits over the next year as you and the company learn the power of the program.
IF, however, the in-house personnel responsible for managing the conversion is less than stellar, the process can drag on for months, many months.  This puts a tremendous strain on the entire company and can be dangerous – if you don’t know your job costs, the overhead burden, the produced volume, budget to actual for the company, you can’t manage or protect profits.

Therefore, plan for the conversion, pull in an experienced Master Builder trainer and invest in the data transfer capabilities of Sage software.  Take every “anytime” MB class offered and teach the project management modules to your production staff.    Learn the basics of the estimating module yourself so that you can be sure that your people learn and use the most simple methods appropriate for your company.
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