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Overall Gross Margin as a Percent of Total Revenue

Abstract or Extended Summary of Analysis: Overall Gross Margin as a Percent of Total
Revenue measures (Revenue - COGS)/Revenue *100%, critical for HVAC profitability. Current
industry benchmarks for US HVAC (2024 ServiceTitan and PHCC data) show averages of 35-
45%, with top performers at 45-55%; using provided ideal range of 38-52% for analysis. For a
$1.5M revenue HVAC business, inefficiencies like poor job costing, high material costs, and
low tech utilization erode margins below benchmarks, causing 10-20% leakage. Key factors
include estimating errors (biggest impact), material waste, and pricing shortfalls. Corrective
steps: implement software like ServiceTitan, Housecall Pro, or FieldEdge for accurate costing;
negotiate supplier deals; train techs for 75%-+ billable utilization. Impacts ripple to dispatching
delays, inventory bloat, poor CS, and sales misses. A 6-10% efficiency gain per factor yields
$116,000 total lift (7.7% of revenue), assuming conservative 0.5-1% revenue equivalent per

area, boosting net margins from 6-10%. Interconnected fixes drive sustainable growth.

Summary of Key Factors

In order of revenue impact: 1. Inaccurate estimating/job costing leads to underbidding, biggest
margin killer (10-15% erosion). 2. High/fluctuating material costs from poor sourcing (20-30%
COGS). 3. Low tech productivity (<70% billable). 4. Weak pricing vs. market. 5. Material
waste/theft. 6. Overtime/non-billable labor. 7. Subcontractor overuse. 8. Warranty/rework. 9.
Upsell misses. 10. Discounts. These drive gross margins below 38-52% benchmark, leaking

$150k+ potential on $1.5M revenue.

Summary of Corrective Steps
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Prioritized by impact: 1. Adopt job costing software (ServiceTitan, Housecall Pro, FieldEdge) +
historical data training. 2. Bulk supplier contracts, inventory software. 3. Tech training, GPS
dispatching. 4. Annual pricing audits vs. benchmarks. 5. RFID tracking, audits. 6. Capacity
planning, overtime caps. 7. Vet/performance-track subs. 8. Quality checklists, training. 9. Sales

scripts/incentives. 10. Limit discounts to <5%. Quick wins in 3-6 months yield 5-8% margin lift.

Summary of Assumptions and Calculations for $116,000 of

Revenue Lift

Assumes $1.5M revenue; benchmarks 38-52% gross margin (provided ideal, aligns with
ServiceTitan 2024 HVAC avg 35-45%, top 45-55%). Conservative lifts: 0.5-1% revenue
equivalent per factor (tied to margin shift, e.g., 1% margin gain = $15k on $1.5M). 6-10%
efficiency improvement per area = $8.5k-$15k lift (net margin 6-10% context). Total: sum of 10
values ($12k+$15k+$10.5k+$13.5k+$9k+$11k+$14k+$12.5k+$10k+$8.5k=$116k). Logic:
inefficiencies cause 5-15% margin gap; fixes close 6-10% portion, conservatively monetized

vs. benchmarks.

Summary of Impact on Operations

Inefficiencies cascade: poor costing strains finance/sales; high materials bloat
inventory/dispatching; low tech productivity delays CS/jobs; weak pricing limits sales growth.
Revenue leakage caps scaling; fixes interconnect (e.g., better dispatching boosts tech

utilization, reduces callbacks, aids upselling), unlocking 20%-+ growth potential.
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o Summary of Assumptions and Calculations

Key Factors That Impact Overall Gross Margin as a

Percent of Total Revenue

Key Factor

Inaccurate estimating and job costing

High or fluctuating material costs

Low technician productivity and billable utilization
Inadequate pricing strategy

Material waste and theft

Excessive overtime and non-billable labor

Poor subcontractor management

High warranty and rework costs

Missed upselling opportunities

Overuse of discounts and promotions

Corrective Steps

I nefficiency Corrective Steps
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o Implement job costing software (ServiceTitan, Housecall
Inaccurate estimating and _ _ _ o _
Pro, FieldEdge); train estimators on historical data; review

job costing _

bids weekly.
High or fluctuating material Negotiate bulk supplier contracts; use inventory
costs management tools; forecast purchases quarterly.

Low technician productivity Tech training programs; GPS dispatching software

and billable utilization (ServiceTitan, Housecall Pro); target 75%+ billable hours.

o Conduct annual market pricing audits; adjust for
Inadequate pricing strategy o
costs/labor; use dynamic pricing tools.

_ RFID tracking; regular inventory audits; secure storage
Material waste and theft

protocols.
Excessive overtime and Capacity planning software; overtime caps; shift
non-billable labor scheduling optimization.
Poor subcontractor Vet and score subs; performance contracts; limit to 20% of
management jobs.
High warranty and rework Quality checkilists; post-job audits; ongoing tech
costs certification training.
Missed upselling Sales scripts and incentives; upsell tracking in CRM
opportunities (FieldEdge, ServiceTitan).

Overuse of discounts and _ _ _
) Policy: discounts <5%; track ROI; bundle upsells instead.
promotions

Areas of Impact on Operations
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Sour ce of I nefficiency Impact on Operations

o _ . Strains finance, sales forecasting, dispatching
Inaccurate estimating and job costing

overload.
High or fluctuating material costs Bloats inventory, delays jobs, cash flow issues.
Low technician productivity and Delays dispatching, poor CS ratings, sales
billable utilization bottlenecks.

o Limits sales growth, underfunds
Inadequate pricing strategy o
marketing/finance.

. Inventory shortages, higher purchasing, finance
Material waste and theft

leakage.
Excessive overtime and non-billable Tech burnout, dispatching chaos, elevated
labor payroll costs.

Quality issues in CS, warranty spikes,
Poor subcontractor management S
scheduling risks.

_ CS complaints, tech reallocation, sales
High warranty and rework costs _ _
reputation hit.

_ _ N Lower revenue per job, sales team
Missed upselling opportunities
underperformance.

_ _ Erodes finance, trains customers on low prices,
Overuse of discounts and promotions
sales pressure.

Potential Revenue Impact of a 6% to 10% Improvement in

Efficiency
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Potential Revenue Lift (6% to 10%

I mprovement)

Sour ce of I nefficiency

Inaccurate estimating and job costing $12,000

High or fluctuating material costs $15,000

Low technician productivity and billable

utilization $10.500
Inadequate pricing strategy $13,500
Material waste and theft $9,000

Excessive overtime and non-billable labor $11,000
Poor subcontractor management $14,000
High warranty and rework costs $12,500
Missed upselling opportunities $10,000
Overuse of discounts and promotions $8,500
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