Company Overview

Has anyone heard of Nuvont Communications?
Around 4500 houses along the Wasatch front have Nuvont for Internet, Phone, or TV service, including one out of every 8 houses in Provo, and customers in 22 states.

Nuvont Communications is based in Provo, Utah.  The company was established in the summer 2005, and had revenues of approximately $4 million in 2007.  Nuvont offers Internet, TV, and VoIP phone services in limited areas along the Wasatch Front, in addition to VoIP, or Internet Phone Service, nation-wide.  The company had as many as 85 employees at one point in 2007, but after a long downsizing period the company currently employs about 17 people.
Nuvont offers service on the iProvo and UTOPIA community fiber (ftth) networks.  The company was started with the plan of taking advantage of Internet Phone technology, which is called VoIP.  Ownership had aspirations of building a billion dollar business and then being acquired.  Much like Vonage, the nation’s largest VoIP provider, Nuvont was more concerned with rapidly growing its customer base than it was with making money in the short term.
Industry-
Nuvont is in the residential telecommunications industry, which is dominated by huge companies such as Comcast, AT&T, Qwest, and Verizon.  Initially, Nuvont tried to differentiate their product through better service such as shorter hold times.  As time passed they realized that customers view phone and internet products strictly as a commodity.  This led Nuvont to lower customer service standards to lower costs.

Challenges

In a rapidly changing industry, Nuvont lacks the funding to keep up with the research and development of its competitors.  VoIP technology has allowed small companies to compete with relatively low barriers to entry.  
· The small companies still have a serious disadvantage competing with the economies of scale that their large competitors enjoy.  

· Nuvont’s limited advertising budget has prevented fast growth.  

· Large companies like Comcast also offer promotions for new customers at a price point where they operate at a monthly loss for the first year.  Comcast will then raise the prices to a point where they can be profitable.  
These industry factors led Nuvont to change its business strategy after 15 months of operation.
Decision to Downsize

In October of 2007 it became clear to Nuvont’s management that changes had to be made.  The company was acting as if it was building the billion dollar business, but new accounts were coming in at 10-20% the expected rate.  From October 2007 to March 2008 the company’s monthly payroll (including taxes) dropped from $105,000 to $30,000.  Total expenses, including COGS, payroll, and debt service went from $450,000 to $285,000.  Six out of the company’s 8 highest paid employees were let go.  The software development and product development departments were cut out completely.  The company also moved into a much smaller, older, office space.

Many operational decisions were made by this decision to downsize.  By discontinuing software development the company is forced to rely more on employees.  Automation through software development was a huge part of being able to reduce the workforce in the first place.  Jeremy will now explain these changes to the operational strategy in greater detail.
