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During the slowdown, Seconn Fabrication made
investments to prepare for bigger opportunities ahead

By Dan Davis, Editor-in-Chief

11 | t was the education that | will never forget.”
That's Rob Marelli, owner and president of Sec-
onn Fabrication, Waterford, Conn,, reflecting

on the recession, which officially ended in June 2009,

but still lingered for several months in other indus-

trial sectors. Not many people would describe living
through those days as a positive experience, but

Marelli is certain his company is better off for it.

Even with business heading south in 2009, Sec-
onn pushed ahead with a 25,000-square-foot ex-
pansion, a manufacturing resource planning (MRP)
software implementation, and a new silk screening
operation. On the shop floor, employees learned ad-
ditional job functions and conducted several kaizen
events aimed at weeding out waste in targeted fab-
ricating activities. The company even moved for-
ward with a new business unit.

That's right. Seconn launched a new fabricating
business—Solar Fabricators. With some of its best
employees. Down the street.

Now, that probably leaves some people scratch-
ing their heads, but it's one of the realizations that
came to Marelli during the recession. As business
forecasts became cloudier in 2009, Marelli saw his
own business more clearly. In fact, he grew more
confident in Seconn, The FABRICATOR’s 2008 Indus-
try Award winner and No. 28 in the 2011 FAB 40.

Marelli shared his thoughts about those unset-
tling months, the steps Seconn took to survive, and
the plans that the company has put together to
grow aggressively over the next couple of years.
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FIGURE 1 A recession may not seem like the best time
for an expansion, but with the construction industry suf-
fering as well, Seconn Fabrication picked an opportune
time to add 25,000 square feet to accommodate future
growth.

The FABRICATOR: How did Seconn Fabrication
weather the last two years?

Rob Marelli: We weren’t immune as far as top line.
My revenue got cut in half by the first quarter of ‘09.
We were going from $10.5 million a year and
$900,000 a month, and by April 2010, | was at
$450,000 a month.

But here’s the best part, believe it or not: That
year, 2009, we were in the black 11 out of those 12
months. In that free fall we had the tenacity to make
whatever tough calls we needed to get through it. |
loved it.

The recession was almost the secret to my future
success. I'm grateful that happened—to learn those
lessons at 43 and not 63.

FAB: What were some of those lessons?

RM: Obviously, the easy ones. Cash is king. The fact
that you have to have diversification in your revenue
stream. Thank God we were in multiple industries.
Of course, all industries were hurting me, except for
health care. My largest account at the time was only
9.5 percent of my revenue.
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FIGURE 2 In addition to fabricating activities, some light assembly work and machining take place in the company’s new

work area.




FIGURE 3 In setting up Solar Fabricators down the road from Seconn, Marelli and his team
cleaned up the old Crown Manufacturing building and invested in new equipment, lighting,
landscaping and paint. By the beginning of this year, the new fab shop was ready to take on
small projects, such as repairing snowplow blades, that don't fit Seconn’s business model.

Having the guts to make those tough calls. What got us through was know-
ing what our threshold of pain was, knowing that, when we went all the way
down from $900,000 per month to $450,000, that we made money. It wasn't a
lot, don’t get me wrong. We weren't afraid to make the pay cuts or salary freezes.
We weren't afraid to go down to 30 hours. We did what we had to do.

We hired right. We had the right guys, and they had skin in the game. For

them not to be afraid and have the can-do spirit was really a difference-maker.
FAB: Did you have layoffs?
RM: We always hired ahead. | used to work for a guy who would wait for a PO,
and then he would go find the bodies. So what we do is we work with three
temp agencies. They know what we want. They know we have a no-cell-phone
policy, and they know we drug-screen.

So in 2008 we were up to 66 people. So we lost some, but some were temps
for hire. We went down to about 50. Those people that we lost were not my
core guys. It didn’t hurt my core competencies. | didn't lose the guys that could
run three pieces of equipment.

We are now back in the high 50s, maybe 57 or 58.

We actually made more money in 2009 on $7 million in sales than we did in
2008 at $10.5 million in sales. It was really an eye-opening experience.

We grew so fast to $10.5 million, and we were leaving some of it on the table.
When the recession came, we went into it and were challenged by it. We took it
as an opportunity. It made my whole organization healthier.

It was a great opportunity for us. We loved it. It was probably my best year
managing. And it was probably the year | was proudest of.

FAB: Looking back, what factors helped Seconn out the most during the eco-
nomic downturn?

RM: Having cash. No doubt about it. Having that community bank that was not
afraid to help us. The sky was falling, and everyone knew it. My guy checked with
me and asked if we needed anything.

Those guys being cross-trained was huge. No one was giving you blank orders
anymore. Everyone was spot buying. The guy that wanted 50, and he had only
23 sold. Guess what? He’s only buying 23. Being able to move those bodies
around and not being pigeonholed. It was huge for us.

FAB: What sort of projects did Seconn undertake over the last couple of years
in the face of the recession?

RM: We added 25,000 square feet [see Figure 1]. We acted as the general con-
tractor. We were in under $1 million when it was all said and done.

We made significant investments in IT. We have a new MRP system. We are
now running E2.

One of the things that we were looking forward to when we got through this
thing was having more intimacy with our clients. We're talking about a portal on
our Web page that was password-protected and had e-mail triggers for job stat-
uses. We also went paperless.

We obviously took advantage of the interest rates. With what happened in
‘09, we just took a lot of 7.5 and 9.5 percent money down to 4 or 5 percent. It was
a no-brainer.

We did numerous kaizen events. Being as diversified as we were, trying to
put all of the work on the shop floor the same way was difficult. So being able
to look at some similarities between the scopes of work and organize schedules

accordingly made sense. For example, we have some high-volume stuff and some
high-end weldments, so we developed silos, or plants within a plant, to force us
to have the right people and the right tools in place not only to increase our pro-
ductivity and efficiencies, but also to enhance our quality.

We diversified our offerings a little bit. We went into silk screening, which
was a huge benefit in terms of controlling our lead-times. We put about $20,000
into the equipment and went after a guy with 20 years of experience. Now we
have two or three guys out there.
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FIGURE 4 Seconn actively tries to recognize employee con-
tributions. On this particular day, a visit from the ice cream
man broke up a typically busy day on the shop floor.

We went into light assembly [see Figure 2], just
some mechanical stuff. A lot of our clients didn’t
want to hold onto the variable cost of their direct
labor. One week they were assembling cabinets that
were formed in a press, and the next week their guys
were pushing brooms. We took over a lot of their bill

of materials and locked up the accounts. So now we
assemble for about five or six accounts.

FAB: What was the reasoning behind the creation of
Solar Fabricating?

RM: One of the reasons that we went after Solar [see
Figure 3] so aggressively was that our audience was
changing here. We began looking at the opportuni-
ties that were presenting themselves. In the end, we
actually created a solution for more of those trans-
actional-type accounts.

As our business has grown, we’ve added more
layers of bureaucracy and set up more quality pro-
cedures. In the old days it would be, “Hey Rob, | have
a part that you need to look at,” and | would send a
truck right then. You could pick up the phone and
act that quickly. Now you have to go through layers
to get the same decisions done, and not everyone
wants to pay for that. But some of these larger ac-
counts want to do business that way, and we have
begun to gravitate toward that.

| said let’s take this thing [a former sheet metal
shop] up the street, and we can create this small
business. Maybe transactional-type accounts don't

fit Seconn today, but they sure fit Seconn four to five
years ago. So let’s get back to basics and create a busi-
ness model that is suited for that.

It's worked out quite nicely.

FAB: Are you confident with the decision to set up
another metal fabricating shop down the street?
RM: | feel very confident in where we are in the mar-
ketplace. | feel very confident that when | finish
building the team here at Seconn, | can double my
business in less than five years.

In attempting to do that, | had to look at the
book of business. What are my options? Increase the
organization to make it worth the pain of handling
some of these smaller accounts? Give that business
to someone else? Ignore it?

So now I've given a couple of my managers—
who have grown with me for five or six years, who
understood our early days, who understood the
walk-in guys, the entrepreneurs, and the small com-
mercial accounts—a chance to succeed. Shift the
revenue stream over into the business model that is
more suited for itand is able to deliver the attention
it deserves. Why ignore it here at Seconn?
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“One of the reasons
that we went after
Solar so aggressively
was that our audience
was changing here.
We began looking
at the opportunities
that were presenting
themselves. In the end, we
actually created a solution for
more of those transactional-
type accounts.”

—Rob Marelli, Seconn Fabrication

So at Solar, the equipment is ready.
The fourth quarter of last year was just
getting it ready. Over the last four
months [as of early May], it has begun
to grow from $75,000 per month to
$200,000 per month. The benefit here is
that my direct labor-to -sales ratio used
to be $0.20 on the dollar. It is now $0.15
on the dollar. I've picked up 25 percent
more productivity here at Seconn just
by getting the noise out of the way.

Now | have 11 guys over there.

FAB: How have customers reacted to
the creation of Solar?
RM: We haven't had any push back at
all. We did have one account that did
remain with Seconn because they
needed to be ISO-certified. Solar is not
ISO-certified. That was the only one
that has had any problem.

The best part is that my guy is on the

road and making calls. He has been sit-
ting down in our monthly sales meet-
ings, and he knows where we are going.
When he now makes the call, he has a
Swiss Army knife. If he shows up ata call
now and he finds out there is not much
there [in terms of volume], he now has
an option. It's not a wasted call.
FAB: What's driving Seconn now that
it's made it through the tough times?
RM: Most entrepreneurs are risk-tak-
ers and gamblers. With me, you get
high with the highs and low with the
lows. And | guess a lot of business
owners do. You can never shut it off.
There are always challenges.

From ‘03 to ‘08, the challenges be-
came less and less. Then the economy
jolts you. It’s time to say, “Let’s go. Give
me your best shot.” Maybe it’s fear that
drives some of your decisions. You can
either face it or run from it.

It got me juiced up all over again.
Then to come through it and get to
the other side. To know that you just
went through what people are calling
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the worst recession in 70 years. Everybody stuck with you
and you didn’t lose any key workers [see Figure 4]. You
turned a better profit than you did the year before.

Then you start to reflect on what you did wrong in ‘08.
Why did | make more money on $7 million than $10.5 mil-
lion? Those bad decisions then become glaring. So now, in
hindsight, you start changing your marketing strategy, and
you get some new opportunities coming your way.

It’s time to ask the question: Do you want to be a good
$7 million or $8 million company, or do you want to try and

be the best in your area and grow your business in the best
interest of all of your employees? And | chose the latter.
That's what has me cranked up right now. | know that we
can be a premier shop in this area. FAB

Editor-in-Chief Dan Davis can be reached at dand@the
fabricator.com.

Seconn Fabrication, 180 Cross Road, Waterford, CT 06385,
860-443-0000, www.seconn.com

Solar Fabricators, 147 Cross Road, Waterford, CT 06385,
860-442-4325, www.solar-fabricators.com
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