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Section 1 - Executive Summary

ABC creates value for buyers and sellers of permits by automating the information exchange and workflow.  Real estate developers, builders, heavy construction management firms, and telecommunications firms represent the buy side.   On the sell side are over 40,000 state and local governments.  Permits range in cost and complexity.  Managing the permit process on-line generates considerable benefits to both buyers and sellers.

The executive summary will describe the buy and sell side dynamics and opportunities and identify other participants in the ABC value proposition. The executive summary concludes with a method for ranking potential partners. Subsequent sections discuss the broader set of participants in greater detail.  The final section includes a partially completed ranking table and profiles of selected partner candidates.

1-1 Buy Side – Construction & Telecommunications

On the buy side are several groups of players who share the characteristics of either constructing buildings or running services underground.  The largest market, the construction sector, includes local tradesmen (e.g., plumbers and electricians), local, regional or national builders and real estate developers, property management firms, and global heavy construction management firms.  Growth in underground utilities is greatest among telecommunications firms (local, long distance, wireless, cable, utility telecom plays). Installation of traditional utility services (electric, gas, water, sewer) is driven by new construction and are therefore captured within the construction industry.

The revenue potential for ABC in the construction industry is estimated at $300-600 million.  The challenge for ABC will be the building industry’s slow adoption of technology as a management tool.  Given the industry structure ABC should drive change from the top by signing the big players (e.g., Fluor) who will then influence their subcontractors (e.g., Michael Baker) and the rest of the industry (e.g., Trammel Crow).  Small developers and tradesmen can be acquired through builder portals.

The revenue potential for ABC is estimated at $30-60 million.  Primary drivers are the strong continued expansion of telecommunications and cable networks (capital spending for 2000 is estimated to exceed $120 billion).  ABC should pursue partners in all telecommunications segments: cell tower leasing & management (Crown Castle International), local and long distance (Bell Atlantic and AT&T), cable (Adelphia), wireless (Sprint PCS), utility telecom subsidiaries (Touch America), and cable and telecom installation sub-contractors (Dycom Industries).
1-2 Sell Side - Government

Governments responsible for communities experiencing high growth are faced with an onslaught of new permit requests.  Growth in residential construction leads to growth in retail and office construction, all of which require basic utilities – telecommunications, electrical, water.  The workload impact to affected agencies is dramatic, often resulting in delays and increased processing costs as new staff gets hired and trained. 

Permits range in cost and complexity.  Automating the workflow creates efficiencies with-in the agency, enables improved process management, and offloads data input to the buy-side user (which also reduces data re-entry errors).  In addition to the preceding efficiency gains, other opportunities are created, some of which are beneficial to agencies other than the permitting agency.  

1. Fire and emergency personnel can access on-line information/building plans that make their efforts more effective and safer.

2. Streets departments can better co-ordinate their activities with those of contractors to minimize disruptions and wastefulness.

3. An individual government can improve its operations through benchmarking. 

4. Governments can compare their fee structures and use ABC to establish targets in negotiating right-of-way deals.

Lining them up behind ABC will be a challenging task. There are over 40,000 state and local governments.  Ideal candidates for government partners would exhibit the several characteristics: open government, e-aware, compelling need.

1-3 Builder Portals

More than one million homes are built annually in the U.S.  The annual value of all construction in the US exceeds $1 trillion.  This traditionally paper intensive industry is fraught with inefficiencies, owing in some part to its structure – it is highly fragmented, and its resistance to new technologies. A set of business-to-business portals focused on the opportunities and problems of the construction industry is attempting to remove inefficiencies and capture a piece of the savings. ABC offers a highly complimentary set of functions, considering construction in the field can begin only after designs are approved and related permits granted.  By partnering with the builder-portals ABC can immediately add their base.

1-4 Government Portals

Government portals are investing to grow their reach into government agencies.  By partnering with and following government portal firms into targeted agencies, ABC can achieve significant growth with modest investment.  ABC adds value to the Government portal and to its government customers.  The government agency benefits from automated permit processes.  The Government portal benefits from additional site traffic and transaction fees.

1-5 Systems Integrators

ABC represents both a threat and an opportunity for systems integrators.  There is a compelling need for the ABC offer in systems integrators’ traditional client base. This could be viewed as an opportunity for systems integrators to introduce the ABC offer and provide adjunct services that integrate ABC with existing applications, or convert the agency completely over to new systems. The threat systems integrators might feel is that ABC could erode their revenues, particularly if they don’t participate. The larger threat though does not come from ABC, but from the broader shift towards ASPs that could significantly undermine the systems integrators traditional markets.  In that regard, ABC is an opportunity for systems integrators to participate in that shift to the ASP market though investment in ABC.  In fact, with systems integrators active investment, ABC could expand into other government functions and processes.

1-6 Partner Candidate Rating and Ranking

A significant number of candidate partners have been identified.  Candidates come from the construction, telecommunications, government portals and systems integrator, and builder-portal markets, see section 6, Target Partners by Sector. 

The next step is to prioritize the candidate firms by individually scoring each candidate on several criteria, ranking the candidates in each sector, and determining which firms would make the best partners.  The top 10-15 firms in each sector should be pursued agressively.

To aid in this task, section 6 includes a partially completed scoring table, and section 7 contains profiles on selected candidates.  Following are proposed scoring and ranking criteria; appropriate weighting factors should be considered.

Ranking Criteria

1. Firm size within the sector

2. Regions, geographic coverage – operating areas and jurisdictions covered.

3. Strength of existing relationships with key management

4. Demonstrated user of e-commerce; innovator (v. stoggy)

5. History of successful partnerships and ventures

6. Strong, stable management team

7. Degree to which the ABC value proposition is central to the firms’ business

8. Ability to execute and deliver on partnerships

9. Impact of the partner on ABC’s valuation

10. Likely nature of partnership:

a. Active in marketing & sales

b. Active in product development/definition

c. Equity partner
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