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Abstract

The purpose of the thesis was to find out feasibility for starting a small-scale company in
construction business through analysing internal and external environments of the case company
and by making a SWOT-analysis. The main service of the company would be statutory foreman
services in renovation sites and new construction sites. The target market which was analysed was
Northern Savo.

The research approach is qualitative. The theoretical framework consists of marketing and
business literature together with information regarding construction business and especially
statutory foreman's role in contructing. The research data was gathered by analysing various
journals, publications and statistics. Interviews were held with the case company.

The results show, that recession has slowed down constructing in certain areas in Finland.
However, especially year 2010 has showed signs of better things to come in construction business,
as building permits especially in Northern Savo have stayed in normal level. As a result of ageing
houses and apartments, houses are in constant need for renovations. Actions in political
environment, such as household deduction have increased renovating. Moreover, newly launched
housing cooperative law brings out more supervising work and opportunities for foremen. Inside
Northern Savo, Kuopio was seen as the most ideal target market.
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1 INTRODUCTION

The objective of the study is to find out the feasibility for starting a small-scale

company in construction business in the field of construction supervising.

The main research topic of the study is as follows:

“What is the current situation in the market, considering construction business?”

The secondary research question refers to the business plan done prior to entering
the market:

“Is it feasible to start a small-scale company in construction business?”

The main aim of the study is to try to understand the structure of the market, the
forces that control the market, which affect the case company and see the situation
in the market as a whole and form a clearer picture of it. This provides valuable
information and understanding to the case company in case the business will some

day be started.

The methods of the research are analysis of literature, publications and journals,
which provide the secondary data for the study. The research approach is
gualitative. The primary data is collected from interviews with the case company.
Theoretical framework consists of marketing and business literature together with

publications in internet, newspapers and magazines.

Another aim is to find out market opportunity by analysing the market environment
and pointing out the strenghts and weaknesses in the company, and the
opportunities and threats the external environment poses. The analysis is known as
SWOT.

SWOT is one of the most common and best known analysis of company’s business

environment.



The research was done by following the market situation from publications, books
newspapers and through internet. The observing of the market was done locally
(Northern Savo) and domestically (Finland). Further knowledge of the constructing

business was gained in conversations with the case company.



2 BUILDING INSPECTION IN FINLAND

The case company will provide building supervision services and the entrepreneur
himself will act as the responsible foreman in the building sites.

The need for a general foreman is compulsory in Finland for a builder who is
starting a constructing project. Every construction site, in which a building permit is
required or other inspection required by the state officials, must have a general

foreman. The need for a general foreman is stated in the Finnish construction law:

“One who is starting a construction project, must take care, that the building is
designed and built according to regulations and specifications of building and
according to granted building permit. Heeding the demands of the project, he/she
must have sufficient prerequisites for implementing the project and must have
qualified personnel available for the project.”

(Maankaytto- ja rakennuslaki MRL 119 §)

The general foreman in the construction site must be qualified by the state officials
for the work according to the law:

“The construction plan writer and the responsible foreman in the construction site
must be qualified in experience and education according to the demands of the
construction project.”

(Maankaytto- ja rakennuslaki MRL 123 §)

The main purpose of the Finnish construction law is to:

1) Organize the use of areas and construction so, that they create
conditions for a good living environment,

2) Assist sustainable development ecologically, economically, socially and
culturally,



3) Secure everyone's chance to take part in preparation of matters, the
quality of planning and interactivity, diversity of expertise and open
briefing.

Moreover, the aim is to create a healthy, safe and entertaining environment, which
is socially working and where the needs of citizen groups have been taken into
account.

(Ymparisto.fi)

The actions and duties of a building supervisor and foreman

The aim of the inspection in the construction site is to ensure by cooperation and
by inspection the work performance of contractors. The inspector is the contact
person of the work orderer in the construction site. The work performance should
be according to contract and agreement and should not differ from the agreed
technically, financially, timewise and in quality. The inspector works independently
and is an important link between the contractors and the work orderer. The
performance of the foreman can substantially better the outcome of the construction
project. (Doventus 2010)

The duties of a building supervisor can be divided into different groups which are
technical, financial, timely and qualitative inspection.

1. Firstly, an inspection plan is made, where all tasks which need
inspection are stated. This can mean inspection of work or purchased
building materials. Each side in the building project sees the
responsibilities of the project in the inspection plan.

2. Starting meetings are held before the actual building project starts.
The meetings are held between the foreman, contractor and municipal
building inspector.

3. Meetings in between the building project are meant for the
communication and work planning between different parties of the
project. Mainly the parties include the work orderer, foreman,

contractor and possibly representatives of raw material suppliers.
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The inspector organizes a receival inspection on request from the
contractor where the work is evaluated and decided if the work result
is according to the agreement made before the start of the project.
Qualitative inspection consists of actions such as documentation,
inspecting the raw material suppliers and their goods. Quality
objectives are inspected through separate inspections in the
construction site.

Timely inspection makes sure that the project is concluded in the
agreed time. It consists of keeping track of the timetable. The
timetable is gone through in meetings with the inspector, orderer and
contractor. Moreover, the inspector keeps on track and makes sure
that the raw material and component deliveries made by the work
orderer are on due time in the construction site from the suppliers.
(Pietila, K.)

“A foreman is a person responsible for the work performance and quality in the

construction site, which leads the construction work and takes care that the

construction work is done according to the rules, regulations, granted building

permit and good means of construction.”
(Maankaytto- ja rakennuslaki MRL 122 §)

The generel foreman is always first approved by the municipal building inspection.

The construction project cannot be started before a foreman has been approved to
the site. (Mestari-Inssit 2010)

The foreman in the construction site:

1)

2)

3)

4)

Reports about the starting of construction project to the municipal building
inspector officer.

Takes care that the construction work is done according to granted
permission and rules and regulations concerning constructing are obeyed.
Takes care that deficiencies and flaws detected during construction work are
corrected.

Is responsible for job safety
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5) Is responsible that the inspections are requested in due time and are held in
start meeting or in other appropriate work stages.

6) Takes care that the approved blueprints, needed special blueprints, up to
date inspection documents, test documents and other needed documents
are in use in the construction site.

(Maankaytto- ja rakennusasetus MRA 73 8)
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3 SWOT ANALYSIS

The SWOT analysis is a method widely used in marketing audits. SWOT is grid that
plots internal strenghts and weaknesses in one-half of the grid and external
opportunities and threats in the other half. The terms opportunities and threats
should not be viewed as “absolutes”, for as Johnson and Scholes (1998) point out,
what might appear at first sight to be an opportunity may not be so when examined
against an organization’s resources and the feasibility of implementing a strategy.
(Palmer, Hartley, 1999, 380)

A SWOT analysis summarizes the main environmental issues in the form of
opportunities and threats facing an organization. With this technique, these are
specifically listed alongside the strenghts and weaknesses of the organization. The
strenghts and weaknesses are internal to the organization and the technique is
used to put realism into the opportunities and threats. In this way, the environment
may be assessed as giving rise to a number of possible opportunities. However, if
the organization is not capable of exploiting these because of internal weaknesses,
they should be left alone.

(Palmer, Hartley, 1999, 380)

When making business decisions, a company needs to take into account the
external and the internal business environments. Both environments create
opportunities, but they also create threats.

(Lahtinen, Isoviita, 2004, 17)

Seppo Hoffren’s “Perustettavan Yrityksen Liiketoimintasuunnitelman Laatiminen”
states that there should be market based reasons for starting a business in order

for it to be feasible and succesful.

The normal reasons/grounds for starting a business are external factors or
arguments, which give basis for starting the business as a whole.
(Hoffren, 1999, 13)
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Other reasons spur from the entrepreneur or entrepreneurs themselves, which are

analysed in internal analysis.

Lahtinen and Isoviita (1998, 83) suggest that companies should exploit the
information provided by the SWOT analysis:

Create competitive advantages from Get rid of weaknesses!
strenghts!
Make full advantage of opportunities! Turn threats into opportunities!

Figure 1. Exploiting SWOT. Lahtinen, J. & Isoviita, A., 1998, 83
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4 ENVIRONMENTAL ANALYSIS

Johnson & Scholes (1997, 90) have presented five steps that should be taken into
account in environmental analysis: identify key opportunities and threats, identify
competitive position, identify key competitive forces, audit environmental influences

and assess the nature of the environment.

In order for a company to succeed in long-term, a company in minimum has to spot
the changes in business environment, understand the consequenses, and to
change actions accordingly. Moreover, it is possible to see future’s changes in
advance and to gain advantage from future opportunities and even threats. If a
company does not understand the consequences of the change that has happened
in the environment and change its operations accordingly, it will die sooner or later.
These are the reasons why analysing the environment is so important for
companies. (Kamensky, 2008, 21-22)

Kotler (2000, 76-78) divides the environments into two: internal and external
environments. The internal analysis points out the strenghts and weaknesses of the
company, while the external analysis points out the opportunities and threats in the

market.

4.1 Internal analysis

The internal analysis is a comprehensive analysis of a company’s strenghts and
weaknesses. The strenghts of a company are attributes that can give a company a
competitive edge over other companies in the same industry. Weaknesses are
areas within the company where competitors in the same industry can take
advantage of as their competitive edge. The company does not have to correct all
its weaknesses or gloat with its strenghts. What is most important is whether the
company should limit itself to those opportunities where it possesses the required
strenghts or should it consider better opportunities where the company might have

to acquire or develop certain strenghts. The internal factors set limits to the
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business decisions that can be made. The parts of the internal environment are
business idea, financial and mental resources, know-how and profitability objective.
The company can itself affect the factors in the internal environment.

(Lahtinen, Isoviita, 2004, 17)

Business idea

A business idea defines, what actions the company does or in what it is involved in.
It also defines its most important customer groups and procedures it takes. Another
important factor of business idea is the image of the company. If the customers’
image of the company or its products or services are negative, the customers move
on and do business with a company, that has a more positive image in their eyes.
Consumers do not want to engage in business with a company with a bad
reputation. The four main parts of the business idea should blend in well together.
The four main parts defines what the company offers, to whom the products are
offered, why customers use the company’s products and how the products are
produced and offered. If a company has decided to be service-oriented, it has to
take care, that it happens in practice. A business idea is functional, when a
customer feels that the company has exceeded his/her expectations toward the
product or service. A business idea should be unique and hard to be copied for the
competitors. From a marketing perspective, the success of business idea can be
divided into productional and commercial success. Productional success arises
from good products and procedures, which customers have approved. Commercial
success is a result from choosing the right market segments and that customers
have a good image of the company. Productional success enables commercial
success, while commercial success enables overall success. (Lahtinen, Isoviita,
2004, 27-28)

Resources

Lahtinen and Isoviita (2004, 28) have split resources into two different categories:
financial and mental resources. Mental resources include know-how of the
personnel. Without mental resources, other resources are not of any use. If a
company does not have adequate financial resources for a project, the company

has to back off. The same goes with mental resources: if a task can not be well
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handled, the company should not engage into it, before the task can be performed
with the appropriate know-how. Other factors include company’s ability to adapt to

the changing circumstances in the internal and external environments.

Profitability aim

Profitability aim is the most important factor in the internal environment. All business
decisions should be made bearing profitability in mind. If business in long run is not
profitable, it is doomed to end. Companies cannot afford producing products and
services with inadequate contribution. In case of private firms, the major objective is
profit. (Kotler, 2000, 23)

4.2 External analysis

“No company is an island, but exists in a sea of other organizations.”

(Adrian Palmer and Bob Hartley)

Some of those organizations mentioned above are helpful to a company in meeting
its objectives, while others are out to compete with it. Some elements in the
business environment have direct and immediate impacts on an organization, while

other elements are more remote.

Palmer and Hartley (1999, 31) claim that the external environment comprises all of
the forces and events outside the organization that impinge on its activities. Some
events directly affect the firm's activities — they can be described as forming an
organization’s microenvironment. Other events that are beyond the immediate
environment nevertheless affect the organization can be described as the

macroenvironment.

Businesses have to monitor the key macroenvironment forces (demographic-
economic, technological, political-legal, and social-cultural) and significant
microenvironment actors (customers, competitors, distibutors, suppliers) that affect
its ability to earn profits. For each trend or development, opportunities and threats

can be identified.
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(Kotler, 2000, 76)

According to Kotler (2000, 76) an external environment analysis points out the
opportunities and threats in the market.

According to Kotler (2000, 76) a marketing or business opportunity is an area of
buyer need in which a company can perform profitably.

Opportunities can be classified according to their attractiveness and their success
probability. The company’s success probability depends on whether its business
strenghts not only match the key success requirements for operating in the target
market but also exceed those of its competitors. Mere competence does not
constitute a competitive advantage.

(Kotler, 2000, 76-77)

An environmental threat is a challenge caused by an unfavorable trend or
development that would lead, in the absence of defensive action, to lowering of
profits. Kotler (2000,77) adds that threats should be classified according to
seriousness or probability of occurrence. Once major threats and opportunities
have been identified, business’s overall attractiveness can be characterized in the

following way:

1. An ideal business is high in major opportunities and low in major threats.
2. A speculative business is high in both major opportunities and threats

3. A mature business is low in major opportunities and in threats

4. A troubled business is low in opportunities and high in threats.

(Kotler, 2000, 76-77)

4.2.1 Microenvironment

The microenvironment can be best understood as all those other organizations and
individuals who directly or indirectly affect the activites of a company. The

microenvironment of a company includes suppliers and distributors. The company
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may deal directly with some of these, while others exist with whom there is no direct
contact, but can still influence on the company’s actions. Company’s competitors
can also have a direct effect on its market position and form part of the company’s
microenvironment.

(Palmer & Hartley, 1999, 32)

According to Palmer and Hartley, (1999, 32) the following key groups can be

identified in companies’ microenvironment:

Customers
Suppliers
Intermediaries
Other stakeholders

w0 NP

Customers are a crucial factor in an organization’s microenvironment. In a
competitive environment, without customers there can be no business. A company
should be concerned about the requirements of its customers. A company should
know its customers so well that it is able to predict what they will require next,
instead of waiting too long until it is too late and to follow.

(Palmer & Hartley, 1999, 32-33)

Consumer buying behaviour among consumers varies from service to service from
product to product. Expensive purchases are likely to involve more buyer
deliberation and more participants. Philip Kotler (2000, 176-178) has distinguished

different buying roles of buying behaviour:

An influencer is one whose view or advice influences the purchase decision.

A decider is one who decides on any component of a buying decision: whether to
buy, what to buy, how to buy or where to buy.

A buyer is the person who makes the actual purchase.

A user is the person who benefits of the service.

Kotler (2000, 177-178) states that there are four different types of buying behaviour:
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Firstly, complex buying behaviour is a three step process, in which the buyer
develops beliefs about the product or service and develops attitudes. After that the
buyer makes a thoughtful choice. This is usually the case in expensive products or
products or services which are bought infrequently or are risky.

Dissonance- reducing buyer behaviour happens when a consumer is highly
involved in a purchase but sees little difference in brands or different service

providers, building supervisors for example.

Habitual buying behaviour means products bought with low involvement and no
brand differences. Buying decision is made out of habit.

Variety- seeking buying behaviour is characterized by low involvement but
significant brand differences. Here consumers often do a lot of brand switching, or

service provider switching.

The suppliers of this company are the construction companies who provide the

actual technical implementation of the building project.

Other stakeholders form an increasingly important part in company’s
microenvironment. In the case of customers or suppliers, a company has or may
have some form of contractual relationship. However, there are many other
organizations and individuals in a company’s microenvironment that can directly
affect its effectiveness in the market. According to Palmer & Hartley (1999, 33),
these are referred to as “publics” of and organization and include pressure groups,
government agencies and the local community. Society at large has rising
expectations on companies that increasingly have to act in a socially responsible

manner.

Competition environment

For a new company, identifying competitors and finding out their way of doing

business is crucial when trying to establish itself to the market. The range of
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company’s actual and potential competitors usually is very broad. A company is
more likely to be hurt by emerging competitors or new technologies than current
competitors. Identifying competitors can also measure to some extent the demand
of the service which the case company would provide. If there are only few
competitors on the market it might can mean safer passage for the case company
and would mean the entry barriers for the market to be low. This could also mean
that the case company would be more able to survive in the business. However,
many potential competitors in the same area would imply that the customers have
many alternatives to choose from and would mean for the competition to be strict.
However, as the foreman activities in a construction site are stated as compulsory,
it impacts the demand. Moreover, especially the economic environment and the

political environment influence the buying behaviour of individuals.

Competitors can be divided into direct competitors and indirect competitors. Direct
competitors are those who essentially provide the same product or service. Indirect
competitors are those who satisfy the same need with different product or service.

The first basic determinants of a company’s profitability are the attractiveness of the
industry. The rules of the game in the industry must be deeply understood.
According to Porter, (1999, 16) the aim of competitive strategy is to cope with the
rules — and in an ideal case, to alter the rules so that it benefits the company.

Five forces have been identified by Michael Porter that determine the long-run profit
attractiveness of a market or market segment. These are industry competitors,
potential entrants, substitutes, buyers and suppliers. All industries are not equal in
their profitabilities. Industries where all five forces are favourable, many competitors
earn big profits. However, in industries where one or more of the forces create
pressure only a few companies can create profits. The profitability of the industry
does not depend on the product or the service, it depends much on the structure of
the industry and market. Industries differ greatly in ease of entry. It is easy to open
a new restaurant but difficult to enter aircraft industry. Major entry barriers include
high capital investments, economies of scale, patents and raw materials to name a
few. Even after a company has entered the industry, it might face mobility barriers

when trying to enter more attractive market segments. Companies also face exit
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barriers, such as legal or moral obligations to customers, creditors. Many
companies stay in the industry as long as they have covered their variable costs
and at least some of their fixed costs. Their continued presence in the industry,
however, reduces the profits for everyone.

(Porter, 1999, 20-22; and Kotler, 2000, 221 )

A segment in unattractive if it contains many, strong and aggressive competitors. If
the segment proves to be stable or declining, if fixed costs are high or if competitors
have high stakes in staying in the segment, it might prove to be even more
unattractive. Kotler (2000, 218) has stated according to Michael E. Porter, that
these kind of conditions listed above will lead to price wars, advertising battles and

will make it expensive to compete.

The attractiveness in a segment varies with the height of its entry and exit barriers
(see figure 1). The segment is most attractive when entry barriers are high and exit
barriers are low. Then few new companies can enter the industry, and firms which
perform poorly, can easily exit. When entry and exit barriers are high, profit
potential is high, but firms face more risk because poorer-performing firms stay in
and try to compete. When both barriers are low, firms can easily enter and leave
the market, but returns are stable and low. Threat of new entrants also defines the
probability, that industry gets new companies, who change the value of service to

the customers through lower prices or diminish the value by raising the costs of

competition.

Low High

Low Low,stable returns | Low, risky returns

High High,stable returns | High, risky returns

Figure 2. Barriers and Profitability (Kotler, 2000, 219)
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When there are actual or potential subsitutes for a product or service on the market,
the segment is unattractive. Substitutes place a limit on prices and on the profits. If
technology advances or competition increases in these industries, prices and profits
in the segment will probably fall. This threat of substitute products however does
not play a significant role in this study, as the service itself does not vary
significantly from supplier to another.

(Kotler, 2000, 218)

A segment poses threat in unattractiveness if the buyers possess strong or growing
bargaining power. The bargaining power grows when buyers become more
concentrated or organized, when the product or service is undifferentiated or when
it represents a significant fraction of buyers’ costs. The bargaining actions force
prices down, buyers may become price aware, demand more quality, and set
competitors against each other. This results usually in lowering the seller
profitability. (Kotler, 2000, 218-219)

Industry and market concepts of competition

The market conditions facing companies vary considerably. Customers may feel
they are exploited with high prices and bad service by companies who know that
their customers have little choice of supplier. On the other hand, customers are
wooed by many companies who are selling similar products or services in a market
which provides a lot of variety for the customers.

(Palmer & Hartley, 1999, 146)

According to Philip Kotler (2000, 220) competition can be examined by looking at

competition from an industry and a marketing point of view.

“An industry is a group of firms that offer a product or class of products that are
close substitutes for each other.”
(Kotler, 2000, 220)
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As the action provided by the starting company in the study would be a service, the
above statement also refers to services. What needs to be taken highly into account
is the construction industry which provides the need for the service provided by the
company.

Competitors can be identified in addition to the industry approach by using the
market approach. Competitors are companies that satisfy the same customer need.
Once the competitors are identified in the market, their characteristics, strategies,
objectives, strenghts, weaknesses and reaction patterns should be found out. The
resources and capabilities of the competitors decide whether they can carry out
their strategies and reach their goals. Six competitive positions can be pointed out
in the target market which a firm will occupy, they are: dominant, strong, favorable,
tenable, weak and nonviable. Moreover, Kotler (2000, 226) has brought up four
categories of competitors according to their reaction pattern, which are: laid-back
competitor, selective competitor, tiger competitor and stochastic competitor.

Analyzing competitors and their actions

Competitor analysis has two primary actions which are to obtain information about
potential competitors and use that information to predict competitor behaviour. The
goal of competitor analysis is to understand:

1) With which competitors to compete

2) Competitor’s strategies and planned actions

3) Competitor’s reaction patterns

4) How to influence competitor behaviour to firm’'s own advantage.
(NetMBA Business Knowledge Center 2010)

Michael Porter (1980, 49) has presented a framework for analysing competitors.

The framework is based on four aspects of competitors:

1) Competitor’s objectives

2) Competitor's assumptions
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3) Competitor’s strategy

4) Competitor’s capabilities

Objectives and assumptions drive the competitor. Strategies and capabilities define
what the competitor is capable to do or what it is doing.

What the competitor is doing

What drives the competitor or is capable of doing

Objectives Strategy

N\ /

Competitor
Response Profile

/! AN

Assumptions Resources
& Capabilities

Figure 3. Competitor Analysis Components (Michael E. Porter, Competitive
Strategy, 1980, 49)

Competitor’s strategies

“A competitive strategy means looking for favourable competitive positions in the
industry. Competitive strategies are aimed at gaining a profitable and continuous
position against the forces that determine the competition among the industry.”
(Michael E. Porter)

Two main sources exist where the company can gain information about

competitors’ strategies: what the competitors say they do and what the competitors
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actually do. What the competitors are saying is revealed in press releases,
shareholder reports, statements and interviews. It is not so difficult to know what
thecompetitors are saying about their doings, however the stated strategies may
differ from the actual ones. What the competitor is doing is evident in where the
cash flow is directed such as capital investments, strategic partnerships,
promotional campaigns and hiring activities. However, figuring out this information

can realistically prove to be difficult.

Michael E. Porter (1985, 25-31) has defined three basic competition strategies, with
which companies can gain better success. These strategies are cost leadership,
differentiation and focusing. Philip Kotler (1999, 5-9) bases the strategies on similar
affairs. Kotler states that markets can be won through higher quality, better service,
lower prices, high market share, adaptation and by exceeding customer
expectations. Kotler adds that markets can be won by continuous product
improvement, innovation or by entering high-growth markets. Michael E. Porter
(1999, 9) has also stated the essence of operational excellence and competitor
strategies. It is argued that a company does not really have a strategy if it performs
similar activities as competitors, only a little better. It is simply operationally more
effective. “Being operationally excellent is not the same as having a robust strategy.
Operational excellence might help the firm for a while, but other firms will soon
catch up or pass up the firm.” Thus, only operational performance is not enough to

survive in the market.

Competitor’'s assumptions

The assumptions that a competitor's managers hold about their industry,
competitors and their industry help to define the moves that they will consider. A
competitor’'s assumptions may be based on a number of factors, which can be:
beliefs about its competitive position, regional factors, industry trends or past
experiences with a product or service. Moreover, a thorough competitor analysis
also includes assumptions that a competitor makes of its own competitors in the
same industry and region, and whether that assesment is accurate.

(NetMBA Business Knowledge Center 2010)
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Competitor’s objectives

Knowledge of competitor's objectives gives better prediction of competitor's
reaction to different competitive moves. Competitor objectives may be financial or
other types. Objectives can include growth rate, market share and technology
leadership. Whether the competitor is meeting its objectives indicated how likely it is
to change its strategy.

Competitor’s resources and capabilities

The resources and capabilities determine the competitor’'s ability to respond
effectively to a competitive attack. Assumptions, objectives and strategy are only
useful in understanding how the competitor might want to respond.

The capabilities can be assessed according to strenghts and weaknesses as in
SWOT analysis. The strenghts of the competitor define its capabilities. The
competitors’ ability to increase its capabilities in certain areas can be analyzed.
Moreover, the competitors’ ability to react to changes can be evaluated. Some
companies may continue for many years in the same direction before adapting,
while others are able to mobilize and adapt quickly. Factors that slow a company
down are low cash reserves, large investments in fixed assets and organizational
structure that holds back quick action.

(NetMBA Business Knowledge Center 2010)

Industry structure and equilibrium between demand and supply

The demand to the services of the studied company arises from constructing of
single family houses and renovation which are clearly affected by

macroenvironmental issues such as economical situation and political environment.

Demand refers to the quantity of product people are willing and able to buy at a
specific price on a specific time. Construction surveillance is a matter which the
construction work orderer has to have sorted out. Both new constructing and

renovating sites may have a constructing supervisor. That is why demand should
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be examined through both started construction sites and renovation sites. As
having an inspector and a foreman in the building site is compulsory, the demand
rises from the amount of started projects.

Common understanding of an industry’s profitability is that profit is determined on
the equilibrium between demand and supply. If demand is greater than supply, it
results in better profitability. The structure of the industry affects on the long-term
equilibrium and to what effects the equilibrium has on profitability of companies. As
shifts in demand and supply can affect on short-term profitability, the structure of
the industry must be seen for a healthy long-term profitability.

(Porter, 1988, 23-25)

4.2.2 Macroenvironment

The macroenvironment comprises general trends and forces that may not
immediately affect the actions of a company and the relationships it has with
customers, suppliers and intermediaries, but, sooner or later the
macroenvironmental change will alte