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StageTwoStrategies: Awecomm Technologies LLC
By Dustin Walsh

Location: Troy

Description:

Awecomm Technologies provides Web design, marketing and hosting

services to clients that include United Way for Southeastern

Michigan, Plante & Moran PLLC and MyInsuranceExpert.com.

President and CEO: Brent Yax

Founded: 1999

Employees: 16

Revenue: $2.8 million in 2009, with $3 million projected for 2010

Problem to be solved: Seventy-five percent of Awecomm's business

comes from server hosting; the rest comes from design and marketing,

which has razor-thin margins, normally about 10 percent.

“It's a commodity-based business, and anybody who has ever built a

website can come in and compete,” Yax said. “It just wasn't generating

the growth opportunities we were seeing in our hosting side of the

business.”

Yax considered eliminating the company's design and marketing services

to expand elsewhere.

“The problem is that we have a lot of internal resources,” he said. “We

felt there had to be an opportunity to use that intelligence and expertise

in a different market.”

Solution: After conducting market research, Yax decided five months

ago to have his Web staff build websites that Awecomm would own and

operate through affiliates, similar to LendingTree. It launched

Carguysflooring.com in July.

Awecomm manages and markets the site, which sells epoxy garage

flooring, and the product providers pay a commission — which varies —

to Awecomm for each sale.

Awecomm has created several other affiliate sites, including

farmfreshleads.com, which generates sales leads for health care

insurers, and myfranchiselaw.com, which connects potential

franchisees with local lawyers with expertise in franchise law.

Cablestudy.com is set to launch this quarter; visitors will use it to find
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cable and satellite providers in their area.

The company plans to launch 10-12 sites this year.

Awecomm invests $70,000 to $150,000 in staff time to launch each site,

Yax said. But it's paid off, as early numbers show profit margins at 50

percent to 85 percent.

Risks and considerations: Spending money to build a site that may or

may not be profitable is a big risk, Yax said.

“It's possible that we may not have a revenue source strong enough to

justify the work we put into the site,” he said. “We do, however, have a

fairly substantial vetting process.”

Yax and his team conduct market research on potential industries before

developing test sites.

Expert opinion: Ren Carlton, president of Troy-based Dynamic

Advisory Solutions, said the marketplace is evolving and finding new

revenue streams is essential to success.

However, he warns business owners not to enter new markets without

due diligence.

“We see a lot of businesses getting abused in advance selling,” he said.

“Don't run with the great idea until you've gone out and found

commitments from clients.”

It's also wise to not completely abandon stable business for high-risk opportunities, he said.

“The small profit margin business is probably more stable. The businesses that are most successful have a good mix of high

risk, high reward and low risk, low reward. Not every strategy is a home run; you have to have some base hits.”
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