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One of the most difficult things a 
field service business owner must 
learn is when to start working more 
on their business than in it. 

For most owners, when you grow beyond running three 
or four trucks, increasing your business knowledge 
starts to become more important than technical skills.

Most of us didn’t study business management before 
getting into plumbing, HVAC, or any other field service 
business. However, as your business grows, so does the 
number and variety of problems you have to solve, 
which is why you need more business knowledge. 

Read on to learn how to move from a business owner to 
a highly successful business owner with some financial 
management knowledge you can start using now. 



MARGIN PRICING VS. FLAT-RATE VS. T&M
The running debate about pricing in the field service 
industry for some time has been whether to price based 
on time and material or flat rates. Customers prefer flat 
rates because they know the cost upfront, while with 
hourly pricing they don’t. 

Using either method requires determining what to charge 
for parts and new equipment as well as what to charge 
for labor. Most operators mark up the wholesale prices 
they pay by a percentage ranging from 25% – 100%. 

If you’re doing that you’re leaving as much as 50% of potential 
profits on the table! Let’s look at the differences between a 
60% markup and a 60% net profit margin when the labor rate 
is $70/hour. The labor rate includes the technician’s hourly 
pay plus burden – insurance, retirement, vacation, and so on. 

Using margin pricing for labor provides a 56% boost. More 
importantly, it establishes an hourly rate that more 

accurately reflects all the costs associated with keeping 
techs in the field, including trucks, equipment, drive time, 
fuel stops, insurance, and so on. 

Income Statement – also known as Profit 
& Loss Statement or just P&L. It documents 
revenues, expenses, gains, and losses for a 
given period, usually a month, quarter, or year. 
It also provides the data you need to calculate 
gross and net profit margins. 

Cash Flow Statement – provides a full 
accounting of your cash position for a given 
period by summarizing the cash and cash 
equivalents entering  and leaving a company.  

Balance Sheet – shows total assets as being  
equal to total liabilities + owner’s equity. The  
balance sheet provides a picture of a company’s  
overall financial position and what the owner’s  
investment is worth at a given time. 

Collectively, the P&L, Cash Flow Statement, and Balance 
Sheet show the profitability, liquidity, solvency, and 
efficiency of any business. 

The P&L is so essential to business success that we based 
Sera field service management software on P&L data so you 
always know how profitably you’re operating. 
 

Margin – The margin pricing feature built into Sera software 
makes it quick and easy to set and change prices through-
out all price books for all parts, labor, and equipment. Add in 
the tech efficiency data and you can see the net profit 
margin for each job as it is completed. 

EBITDA – Earnings Before Interest, Taxes, Depreciation, and 
Amortization is a calculation that shows short-term opera-
tional efficiency and provides an indication of a company’s 
market value. EBITDA margin (EBITDA amount divided by 
revenue) shows earnings per dollar of revenue.

EXAMPLE 

$1,500,000 – Revenue

$170,000 – EBITDA

$170,000 ÷ $1,500,000 = 11.33% EBITDA Margin 

The EBITDA margin of 11.33% means you earn $11.33 for 
every $100 of revenue. 

Top-performing field service companies have EBITDA 
margins of 15% and higher. To reach that level with $1.5 
million revenue EBITDA needs to be $225,000, which means 
cutting expenses and improving efficiency by $55,000. 
Also, you can find the approximate market value of a company 

by multiplying EBITDA by the EBITDA multiple. Without going 
into that calculation, from 2011 through 2021 HVAC 
companies with revenue less than $5 million had an average 
EBITDA multiple of 2.4. 

Therefore, a company with an EBITDA of $170,000 would have 
an estimated market value of $408,000. When you improve 
profitability the value of your company increases. The data to 
calculate EBITDA is in QuickBooks. You may be able to create 
customized EBITDA reports, depending on which edition of 
QuickBooks you use. 

TRACKING KPIS THAT MATTER

HOW TO BE A 
TOP 5% COMPANY
The road to profit runs through pricing. The top 5% of 
field service companies have figured out how to price 
for profit. What’s their secret? They think differently.  

Highly successful companies set profit goals BEFORE 
they determine prices for goods and services. They peg 
pricing to net profit margin, not gross margin, and not 
by marking up time & material by an arbitrary 
percentage. 

Net profit margin is what’s left for the company after 
accounting for all negative and positive cash flows, 
whereas gross profit margin counts only revenue and 
the direct cost of goods and services sold. 

THE 5% - 95% PROBLEM
Field service industry analysts and consultants say the top 
5% of businesses make 95% of the profits. Put another way, 
95% of these businesses split the remaining 5% of profits.

The top companies are not always the biggest; they are the 
ones with high operating efficiency that use proven 
financial management techniques. 

Most of us would rather work with our hands than read 
financial reports. Although they may seem boring, financial 
statements can be exhilarating when you know how to profit 
from them.  

The terms revenue, profit, and cash are closely related, but 
each has a distinct meaning.

 • Revenue is income from the sale of goods   
    and services. 
 • Profit is an accounting term that shows you   
    have some money left when all the bills are paid. 
 • Cash is what pays the bills.  

Cash flow is the inflow and outflow of money passing 
through a business. It provides funds for daily operations, 

rent/mortgage, utilities, taxes, operating costs, employees, 
and acquiring inventory, to name a few. 

Having positive cash flow means you’re earning more than 
you’re spending. Negative cash flow means you are not. It 
isn't as easy to determine cash flow in your head because 
it requires several calculations. 

Fortunately, everything you need is in three financial 
statements that QuickBooks and other financial 
management software calculate for you. 

PRICING FOR PROFIT
You need positive cash flow to turn a profit, but have 
you ever wondered about what the purpose of profit 
really is? Ultimately, profit provides the means for 
business growth and for owners to build a valuable 
asset that can be sold at some future date.

However, profit has a different role to play first.
 
Management guru Peter Drucker said the primary 
responsibility of a company is to serve its customers, 
not to make a profit. Drucker quickly added that without 
profits, a business cannot serve its customers or sustain 
itself. He expressed it this way: 

“Profit is not the purpose of a business, but rather the 
test of its validity.”

In plain language, if you don’t have profits, you don’t 
have a business. You have a job. Profit must be baked 
into your thinking and your processes. Aim to make 
each transaction, each service call, profitable so you 
can continue to serve your customers. 
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Keeping your eye on the most relevant key performance 
indicators (KPIs) helps you tell at a glance how well your 
business is performing. These are the ones Sera 
recommends:

 • Memberships
 • Efficiency
 • Margin
 • EBITDA

Just think “MEME” to keep them in mind.

Memberships – Membership plans establish a relatioship 
you can build on for repeat business and referrals year after 
year, as long as you offer real value. 

Memberships are the fastest and simplest way to grow and 
expand a field service business, regardless of the location or 
size of the company. You need one to compete with bigger 
companies already rounding up members in your own backyard.

Efficiency – The purpose of field service management 
software is to boost efficiency by automating routine tasks. 
Online scheduling is a prime example, especially when it 
interacts with automated dispatching. Sera does that, and it 
calculates tech efficiency for each job.

THE “BIG 3” FINANCIAL STATEMENTS 

CONCLUSION
A small percentage of field services businesses account for 
the majority of profits industry-wide. In HVAC, 5% of the 
120,000 US companies take home 95% of the profits. That 
leaves 114,000 companies splitting up the remaining 5%.

If you don’t like those odds, start now to get into the top 
5% by doing what the top companies do. 

 • Pay close attention to your Income Statement (also  
    called P&L), Profit & Loss Statement, and  Balance  
    Sheet to see where to cut costs and boost profits.

 

• Set pricing for profit using margin pricing  instead   
   of marked-up flat-rate or time & material pricing.

 • Track the key performance indicators that   
    matter– Memberships Efficiency, Margins, and   
    EBITDA.  

 • Use field service management software that will 
    do all the heavy lifting for you to increase your   
    efficiency and profitability more than you can   
    imagine.



MARGIN PRICING VS. FLAT-RATE VS. T&M
The running debate about pricing in the field service 
industry for some time has been whether to price based 
on time and material or flat rates. Customers prefer flat 
rates because they know the cost upfront, while with 
hourly pricing they don’t. 

Using either method requires determining what to charge 
for parts and new equipment as well as what to charge 
for labor. Most operators mark up the wholesale prices 
they pay by a percentage ranging from 25% – 100%. 

If you’re doing that you’re leaving as much as 50% of potential 
profits on the table! Let’s look at the differences between a 
60% markup and a 60% net profit margin when the labor rate 
is $70/hour. The labor rate includes the technician’s hourly 
pay plus burden – insurance, retirement, vacation, and so on. 

Using margin pricing for labor provides a 56% boost. More 
importantly, it establishes an hourly rate that more 

accurately reflects all the costs associated with keeping 
techs in the field, including trucks, equipment, drive time, 
fuel stops, insurance, and so on. 

Income Statement – also known as Profit 
& Loss Statement or just P&L. It documents 
revenues, expenses, gains, and losses for a 
given period, usually a month, quarter, or year. 
It also provides the data you need to calculate 
gross and net profit margins. 

Cash Flow Statement – provides a full 
accounting of your cash position for a given 
period by summarizing the cash and cash 
equivalents entering  and leaving a company.  

Balance Sheet – shows total assets as being  
equal to total liabilities + owner’s equity. The  
balance sheet provides a picture of a company’s  
overall financial position and what the owner’s  
investment is worth at a given time. 

Collectively, the P&L, Cash Flow Statement, and Balance 
Sheet show the profitability, liquidity, solvency, and 
efficiency of any business. 

The P&L is so essential to business success that we based 
Sera field service management software on P&L data so you 
always know how profitably you’re operating. 
 

Margin – The margin pricing feature built into Sera software 
makes it quick and easy to set and change prices through-
out all price books for all parts, labor, and equipment. Add in 
the tech efficiency data and you can see the net profit 
margin for each job as it is completed. 

EBITDA – Earnings Before Interest, Taxes, Depreciation, and 
Amortization is a calculation that shows short-term opera-
tional efficiency and provides an indication of a company’s 
market value. EBITDA margin (EBITDA amount divided by 
revenue) shows earnings per dollar of revenue.

EXAMPLE 

$1,500,000 – Revenue

$170,000 – EBITDA

$170,000 ÷ $1,500,000 = 11.33% EBITDA Margin 

The EBITDA margin of 11.33% means you earn $11.33 for 
every $100 of revenue. 

Top-performing field service companies have EBITDA 
margins of 15% and higher. To reach that level with $1.5 
million revenue EBITDA needs to be $225,000, which means 
cutting expenses and improving efficiency by $55,000. 
Also, you can find the approximate market value of a company 

by multiplying EBITDA by the EBITDA multiple. Without going 
into that calculation, from 2011 through 2021 HVAC 
companies with revenue less than $5 million had an average 
EBITDA multiple of 2.4. 

Therefore, a company with an EBITDA of $170,000 would have 
an estimated market value of $408,000. When you improve 
profitability the value of your company increases. The data to 
calculate EBITDA is in QuickBooks. You may be able to create 
customized EBITDA reports, depending on which edition of 
QuickBooks you use. 

TRACKING KPIS THAT MATTER

HOW TO BE A 
TOP 5% COMPANY
The road to profit runs through pricing. The top 5% of 
field service companies have figured out how to price 
for profit. What’s their secret? They think differently.  

Highly successful companies set profit goals BEFORE 
they determine prices for goods and services. They peg 
pricing to net profit margin, not gross margin, and not 
by marking up time & material by an arbitrary 
percentage. 

Net profit margin is what’s left for the company after 
accounting for all negative and positive cash flows, 
whereas gross profit margin counts only revenue and 
the direct cost of goods and services sold. 

THE 5% - 95% PROBLEM
Field service industry analysts and consultants say the top 
5% of businesses make 95% of the profits. Put another way, 
95% of these businesses split the remaining 5% of profits.

The top companies are not always the biggest; they are the 
ones with high operating efficiency that use proven 
financial management techniques. 

Most of us would rather work with our hands than read 
financial reports. Although they may seem boring, financial 
statements can be exhilarating when you know how to profit 
from them.  

The terms revenue, profit, and cash are closely related, but 
each has a distinct meaning.

 • Revenue is income from the sale of goods   
    and services. 
 • Profit is an accounting term that shows you   
    have some money left when all the bills are paid. 
 • Cash is what pays the bills.  

Cash flow is the inflow and outflow of money passing 
through a business. It provides funds for daily operations, 

rent/mortgage, utilities, taxes, operating costs, employees, 
and acquiring inventory, to name a few. 

Having positive cash flow means you’re earning more than 
you’re spending. Negative cash flow means you are not. It 
isn't as easy to determine cash flow in your head because 
it requires several calculations. 

Fortunately, everything you need is in three financial 
statements that QuickBooks and other financial 
management software calculate for you. 

PRICING FOR PROFIT
You need positive cash flow to turn a profit, but have 
you ever wondered about what the purpose of profit 
really is? Ultimately, profit provides the means for 
business growth and for owners to build a valuable 
asset that can be sold at some future date.

However, profit has a different role to play first.
 
Management guru Peter Drucker said the primary 
responsibility of a company is to serve its customers, 
not to make a profit. Drucker quickly added that without 
profits, a business cannot serve its customers or sustain 
itself. He expressed it this way: 

“Profit is not the purpose of a business, but rather the 
test of its validity.”

In plain language, if you don’t have profits, you don’t 
have a business. You have a job. Profit must be baked 
into your thinking and your processes. Aim to make 
each transaction, each service call, profitable so you 
can continue to serve your customers. 
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Keeping your eye on the most relevant key performance 
indicators (KPIs) helps you tell at a glance how well your 
business is performing. These are the ones Sera 
recommends:

 • Memberships
 • Efficiency
 • Margin
 • EBITDA

Just think “MEME” to keep them in mind.

Memberships – Membership plans establish a relatioship 
you can build on for repeat business and referrals year after 
year, as long as you offer real value. 

Memberships are the fastest and simplest way to grow and 
expand a field service business, regardless of the location or 
size of the company. You need one to compete with bigger 
companies already rounding up members in your own backyard.

Efficiency – The purpose of field service management 
software is to boost efficiency by automating routine tasks. 
Online scheduling is a prime example, especially when it 
interacts with automated dispatching. Sera does that, and it 
calculates tech efficiency for each job.

THE “BIG 3” FINANCIAL STATEMENTS 

CONCLUSION
A small percentage of field services businesses account for 
the majority of profits industry-wide. In HVAC, 5% of the 
120,000 US companies take home 95% of the profits. That 
leaves 114,000 companies splitting up the remaining 5%.

If you don’t like those odds, start now to get into the top 
5% by doing what the top companies do. 

 • Pay close attention to your Income Statement (also  
    called P&L), Profit & Loss Statement, and  Balance  
    Sheet to see where to cut costs and boost profits.

 

• Set pricing for profit using margin pricing  instead   
   of marked-up flat-rate or time & material pricing.

 • Track the key performance indicators that   
    matter– Memberships Efficiency, Margins, and   
    EBITDA.  

 • Use field service management software that will 
    do all the heavy lifting for you to increase your   
    efficiency and profitability more than you can   
    imagine.

CASH IS KING



MARGIN PRICING VS. FLAT-RATE VS. T&M
The running debate about pricing in the field service 
industry for some time has been whether to price based 
on time and material or flat rates. Customers prefer flat 
rates because they know the cost upfront, while with 
hourly pricing they don’t. 

Using either method requires determining what to charge 
for parts and new equipment as well as what to charge 
for labor. Most operators mark up the wholesale prices 
they pay by a percentage ranging from 25% – 100%. 

If you’re doing that you’re leaving as much as 50% of potential 
profits on the table! Let’s look at the differences between a 
60% markup and a 60% net profit margin when the labor rate 
is $70/hour. The labor rate includes the technician’s hourly 
pay plus burden – insurance, retirement, vacation, and so on. 

Using margin pricing for labor provides a 56% boost. More 
importantly, it establishes an hourly rate that more 

accurately reflects all the costs associated with keeping 
techs in the field, including trucks, equipment, drive time, 
fuel stops, insurance, and so on. 

Income Statement – also known as Profit 
& Loss Statement or just P&L. It documents 
revenues, expenses, gains, and losses for a 
given period, usually a month, quarter, or year. 
It also provides the data you need to calculate 
gross and net profit margins. 

Cash Flow Statement – provides a full 
accounting of your cash position for a given 
period by summarizing the cash and cash 
equivalents entering  and leaving a company.  

Balance Sheet – shows total assets as being  
equal to total liabilities + owner’s equity. The  
balance sheet provides a picture of a company’s  
overall financial position and what the owner’s  
investment is worth at a given time. 

Collectively, the P&L, Cash Flow Statement, and Balance 
Sheet show the profitability, liquidity, solvency, and 
efficiency of any business. 

The P&L is so essential to business success that we based 
Sera field service management software on P&L data so you 
always know how profitably you’re operating. 
 

Margin – The margin pricing feature built into Sera software 
makes it quick and easy to set and change prices through-
out all price books for all parts, labor, and equipment. Add in 
the tech efficiency data and you can see the net profit 
margin for each job as it is completed. 

EBITDA – Earnings Before Interest, Taxes, Depreciation, and 
Amortization is a calculation that shows short-term opera-
tional efficiency and provides an indication of a company’s 
market value. EBITDA margin (EBITDA amount divided by 
revenue) shows earnings per dollar of revenue.

EXAMPLE 

$1,500,000 – Revenue

$170,000 – EBITDA

$170,000 ÷ $1,500,000 = 11.33% EBITDA Margin 

The EBITDA margin of 11.33% means you earn $11.33 for 
every $100 of revenue. 

Top-performing field service companies have EBITDA 
margins of 15% and higher. To reach that level with $1.5 
million revenue EBITDA needs to be $225,000, which means 
cutting expenses and improving efficiency by $55,000. 
Also, you can find the approximate market value of a company 

by multiplying EBITDA by the EBITDA multiple. Without going 
into that calculation, from 2011 through 2021 HVAC 
companies with revenue less than $5 million had an average 
EBITDA multiple of 2.4. 

Therefore, a company with an EBITDA of $170,000 would have 
an estimated market value of $408,000. When you improve 
profitability the value of your company increases. The data to 
calculate EBITDA is in QuickBooks. You may be able to create 
customized EBITDA reports, depending on which edition of 
QuickBooks you use. 

TRACKING KPIS THAT MATTER

HOW TO BE A 
TOP 5% COMPANY
The road to profit runs through pricing. The top 5% of 
field service companies have figured out how to price 
for profit. What’s their secret? They think differently.  

Highly successful companies set profit goals BEFORE 
they determine prices for goods and services. They peg 
pricing to net profit margin, not gross margin, and not 
by marking up time & material by an arbitrary 
percentage. 

Net profit margin is what’s left for the company after 
accounting for all negative and positive cash flows, 
whereas gross profit margin counts only revenue and 
the direct cost of goods and services sold. 
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THE 5% - 95% PROBLEM
Field service industry analysts and consultants say the top 
5% of businesses make 95% of the profits. Put another way, 
95% of these businesses split the remaining 5% of profits.

The top companies are not always the biggest; they are the 
ones with high operating efficiency that use proven 
financial management techniques. 

Most of us would rather work with our hands than read 
financial reports. Although they may seem boring, financial 
statements can be exhilarating when you know how to profit 
from them.  

The terms revenue, profit, and cash are closely related, but 
each has a distinct meaning.

 • Revenue is income from the sale of goods   
    and services. 
 • Profit is an accounting term that shows you   
    have some money left when all the bills are paid. 
 • Cash is what pays the bills.  

Cash flow is the inflow and outflow of money passing 
through a business. It provides funds for daily operations, 

rent/mortgage, utilities, taxes, operating costs, employees, 
and acquiring inventory, to name a few. 

Having positive cash flow means you’re earning more than 
you’re spending. Negative cash flow means you are not. It 
isn't as easy to determine cash flow in your head because 
it requires several calculations. 

Fortunately, everything you need is in three financial 
statements that QuickBooks and other financial 
management software calculate for you. 

PRICING FOR PROFIT
You need positive cash flow to turn a profit, but have 
you ever wondered about what the purpose of profit 
really is? Ultimately, profit provides the means for 
business growth and for owners to build a valuable 
asset that can be sold at some future date.

However, profit has a different role to play first.
 
Management guru Peter Drucker said the primary 
responsibility of a company is to serve its customers, 
not to make a profit. Drucker quickly added that without 
profits, a business cannot serve its customers or sustain 
itself. He expressed it this way: 

“Profit is not the purpose of a business, but rather the 
test of its validity.”

In plain language, if you don’t have profits, you don’t 
have a business. You have a job. Profit must be baked 
into your thinking and your processes. Aim to make 
each transaction, each service call, profitable so you 
can continue to serve your customers. 
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Keeping your eye on the most relevant key performance 
indicators (KPIs) helps you tell at a glance how well your 
business is performing. These are the ones Sera 
recommends:

 • Memberships
 • Efficiency
 • Margin
 • EBITDA

Just think “MEME” to keep them in mind.

Memberships – Membership plans establish a relatioship 
you can build on for repeat business and referrals year after 
year, as long as you offer real value. 

Memberships are the fastest and simplest way to grow and 
expand a field service business, regardless of the location or 
size of the company. You need one to compete with bigger 
companies already rounding up members in your own backyard.

Efficiency – The purpose of field service management 
software is to boost efficiency by automating routine tasks. 
Online scheduling is a prime example, especially when it 
interacts with automated dispatching. Sera does that, and it 
calculates tech efficiency for each job.

THE “BIG 3” FINANCIAL STATEMENTS 

CONCLUSION
A small percentage of field services businesses account for 
the majority of profits industry-wide. In HVAC, 5% of the 
120,000 US companies take home 95% of the profits. That 
leaves 114,000 companies splitting up the remaining 5%.

If you don’t like those odds, start now to get into the top 
5% by doing what the top companies do. 

 • Pay close attention to your Income Statement (also  
    called P&L), Profit & Loss Statement, and  Balance  
    Sheet to see where to cut costs and boost profits.

 

• Set pricing for profit using margin pricing  instead   
   of marked-up flat-rate or time & material pricing.

 • Track the key performance indicators that   
    matter– Memberships Efficiency, Margins, and   
    EBITDA.  

 • Use field service management software that will 
    do all the heavy lifting for you to increase your   
    efficiency and profitability more than you can   
    imagine.



MARGIN PRICING VS. FLAT-RATE VS. T&M
The running debate about pricing in the field service 
industry for some time has been whether to price based 
on time and material or flat rates. Customers prefer flat 
rates because they know the cost upfront, while with 
hourly pricing they don’t. 

Using either method requires determining what to charge 
for parts and new equipment as well as what to charge 
for labor. Most operators mark up the wholesale prices 
they pay by a percentage ranging from 25% – 100%. 

If you’re doing that you’re leaving as much as 50% of potential 
profits on the table! Let’s look at the differences between a 
60% markup and a 60% net profit margin when the labor rate 
is $70/hour. The labor rate includes the technician’s hourly 
pay plus burden – insurance, retirement, vacation, and so on. 

Using margin pricing for labor provides a 56% boost. More 
importantly, it establishes an hourly rate that more 

accurately reflects all the costs associated with keeping 
techs in the field, including trucks, equipment, drive time, 
fuel stops, insurance, and so on. 

Income Statement – also known as Profit 
& Loss Statement or just P&L. It documents 
revenues, expenses, gains, and losses for a 
given period, usually a month, quarter, or year. 
It also provides the data you need to calculate 
gross and net profit margins. 

Cash Flow Statement – provides a full 
accounting of your cash position for a given 
period by summarizing the cash and cash 
equivalents entering  and leaving a company.  

Balance Sheet – shows total assets as being  
equal to total liabilities + owner’s equity. The  
balance sheet provides a picture of a company’s  
overall financial position and what the owner’s  
investment is worth at a given time. 

Collectively, the P&L, Cash Flow Statement, and Balance 
Sheet show the profitability, liquidity, solvency, and 
efficiency of any business. 

The P&L is so essential to business success that we based 
Sera field service management software on P&L data so you 
always know how profitably you’re operating. 
 

Margin – The margin pricing feature built into Sera software 
makes it quick and easy to set and change prices through-
out all price books for all parts, labor, and equipment. Add in 
the tech efficiency data and you can see the net profit 
margin for each job as it is completed. 

EBITDA – Earnings Before Interest, Taxes, Depreciation, and 
Amortization is a calculation that shows short-term opera-
tional efficiency and provides an indication of a company’s 
market value. EBITDA margin (EBITDA amount divided by 
revenue) shows earnings per dollar of revenue.

EXAMPLE 

$1,500,000 – Revenue

$170,000 – EBITDA

$170,000 ÷ $1,500,000 = 11.33% EBITDA Margin 

The EBITDA margin of 11.33% means you earn $11.33 for 
every $100 of revenue. 

Top-performing field service companies have EBITDA 
margins of 15% and higher. To reach that level with $1.5 
million revenue EBITDA needs to be $225,000, which means 
cutting expenses and improving efficiency by $55,000. 
Also, you can find the approximate market value of a company 

by multiplying EBITDA by the EBITDA multiple. Without going 
into that calculation, from 2011 through 2021 HVAC 
companies with revenue less than $5 million had an average 
EBITDA multiple of 2.4. 

Therefore, a company with an EBITDA of $170,000 would have 
an estimated market value of $408,000. When you improve 
profitability the value of your company increases. The data to 
calculate EBITDA is in QuickBooks. You may be able to create 
customized EBITDA reports, depending on which edition of 
QuickBooks you use. 

TRACKING KPIS THAT MATTER

HOW TO BE A 
TOP 5% COMPANY
The road to profit runs through pricing. The top 5% of 
field service companies have figured out how to price 
for profit. What’s their secret? They think differently.  

Highly successful companies set profit goals BEFORE 
they determine prices for goods and services. They peg 
pricing to net profit margin, not gross margin, and not 
by marking up time & material by an arbitrary 
percentage. 

Net profit margin is what’s left for the company after 
accounting for all negative and positive cash flows, 
whereas gross profit margin counts only revenue and 
the direct cost of goods and services sold. 

THE 5% - 95% PROBLEM
Field service industry analysts and consultants say the top 
5% of businesses make 95% of the profits. Put another way, 
95% of these businesses split the remaining 5% of profits.

The top companies are not always the biggest; they are the 
ones with high operating efficiency that use proven 
financial management techniques. 

Most of us would rather work with our hands than read 
financial reports. Although they may seem boring, financial 
statements can be exhilarating when you know how to profit 
from them.  

The terms revenue, profit, and cash are closely related, but 
each has a distinct meaning.

 • Revenue is income from the sale of goods   
    and services. 
 • Profit is an accounting term that shows you   
    have some money left when all the bills are paid. 
 • Cash is what pays the bills.  

Cash flow is the inflow and outflow of money passing 
through a business. It provides funds for daily operations, 

rent/mortgage, utilities, taxes, operating costs, employees, 
and acquiring inventory, to name a few. 

Having positive cash flow means you’re earning more than 
you’re spending. Negative cash flow means you are not. It 
isn't as easy to determine cash flow in your head because 
it requires several calculations. 

Fortunately, everything you need is in three financial 
statements that QuickBooks and other financial 
management software calculate for you. 

PRICING FOR PROFIT
You need positive cash flow to turn a profit, but have 
you ever wondered about what the purpose of profit 
really is? Ultimately, profit provides the means for 
business growth and for owners to build a valuable 
asset that can be sold at some future date.

However, profit has a different role to play first.
 
Management guru Peter Drucker said the primary 
responsibility of a company is to serve its customers, 
not to make a profit. Drucker quickly added that without 
profits, a business cannot serve its customers or sustain 
itself. He expressed it this way: 

“Profit is not the purpose of a business, but rather the 
test of its validity.”

In plain language, if you don’t have profits, you don’t 
have a business. You have a job. Profit must be baked 
into your thinking and your processes. Aim to make 
each transaction, each service call, profitable so you 
can continue to serve your customers. 
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“Profit is not the purpose of a business, but rather 
the test of its validity.” 
   — Peter Drucker

Keeping your eye on the most relevant key performance 
indicators (KPIs) helps you tell at a glance how well your 
business is performing. These are the ones Sera 
recommends:

 • Memberships
 • Efficiency
 • Margin
 • EBITDA

Just think “MEME” to keep them in mind.

Memberships – Membership plans establish a relatioship 
you can build on for repeat business and referrals year after 
year, as long as you offer real value. 

Memberships are the fastest and simplest way to grow and 
expand a field service business, regardless of the location or 
size of the company. You need one to compete with bigger 
companies already rounding up members in your own backyard.

Efficiency – The purpose of field service management 
software is to boost efficiency by automating routine tasks. 
Online scheduling is a prime example, especially when it 
interacts with automated dispatching. Sera does that, and it 
calculates tech efficiency for each job.

THE “BIG 3” FINANCIAL STATEMENTS 

CONCLUSION
A small percentage of field services businesses account for 
the majority of profits industry-wide. In HVAC, 5% of the 
120,000 US companies take home 95% of the profits. That 
leaves 114,000 companies splitting up the remaining 5%.

If you don’t like those odds, start now to get into the top 
5% by doing what the top companies do. 

 • Pay close attention to your Income Statement (also  
    called P&L), Profit & Loss Statement, and  Balance  
    Sheet to see where to cut costs and boost profits.

 

• Set pricing for profit using margin pricing  instead   
   of marked-up flat-rate or time & material pricing.

 • Track the key performance indicators that   
    matter– Memberships Efficiency, Margins, and   
    EBITDA.  

 • Use field service management software that will 
    do all the heavy lifting for you to increase your   
    efficiency and profitability more than you can   
    imagine.



MARGIN PRICING VS. FLAT-RATE VS. T&M
The running debate about pricing in the field service 
industry for some time has been whether to price based 
on time and material or flat rates. Customers prefer flat 
rates because they know the cost upfront, while with 
hourly pricing they don’t. 

Using either method requires determining what to charge 
for parts and new equipment as well as what to charge 
for labor. Most operators mark up the wholesale prices 
they pay by a percentage ranging from 25% – 100%. 

If you’re doing that you’re leaving as much as 50% of potential 
profits on the table! Let’s look at the differences between a 
60% markup and a 60% net profit margin when the labor rate 
is $70/hour. The labor rate includes the technician’s hourly 
pay plus burden – insurance, retirement, vacation, and so on. 

Using margin pricing for labor provides a 56% boost. More 
importantly, it establishes an hourly rate that more 

accurately reflects all the costs associated with keeping 
techs in the field, including trucks, equipment, drive time, 
fuel stops, insurance, and so on. 

Income Statement – also known as Profit 
& Loss Statement or just P&L. It documents 
revenues, expenses, gains, and losses for a 
given period, usually a month, quarter, or year. 
It also provides the data you need to calculate 
gross and net profit margins. 

Cash Flow Statement – provides a full 
accounting of your cash position for a given 
period by summarizing the cash and cash 
equivalents entering  and leaving a company.  

Balance Sheet – shows total assets as being  
equal to total liabilities + owner’s equity. The  
balance sheet provides a picture of a company’s  
overall financial position and what the owner’s  
investment is worth at a given time. 

Collectively, the P&L, Cash Flow Statement, and Balance 
Sheet show the profitability, liquidity, solvency, and 
efficiency of any business. 

The P&L is so essential to business success that we based 
Sera field service management software on P&L data so you 
always know how profitably you’re operating. 
 

Margin – The margin pricing feature built into Sera software 
makes it quick and easy to set and change prices through-
out all price books for all parts, labor, and equipment. Add in 
the tech efficiency data and you can see the net profit 
margin for each job as it is completed. 

EBITDA – Earnings Before Interest, Taxes, Depreciation, and 
Amortization is a calculation that shows short-term opera-
tional efficiency and provides an indication of a company’s 
market value. EBITDA margin (EBITDA amount divided by 
revenue) shows earnings per dollar of revenue.

EXAMPLE 

$1,500,000 – Revenue

$170,000 – EBITDA

$170,000 ÷ $1,500,000 = 11.33% EBITDA Margin 

The EBITDA margin of 11.33% means you earn $11.33 for 
every $100 of revenue. 

Top-performing field service companies have EBITDA 
margins of 15% and higher. To reach that level with $1.5 
million revenue EBITDA needs to be $225,000, which means 
cutting expenses and improving efficiency by $55,000. 
Also, you can find the approximate market value of a company 

by multiplying EBITDA by the EBITDA multiple. Without going 
into that calculation, from 2011 through 2021 HVAC 
companies with revenue less than $5 million had an average 
EBITDA multiple of 2.4. 

Therefore, a company with an EBITDA of $170,000 would have 
an estimated market value of $408,000. When you improve 
profitability the value of your company increases. The data to 
calculate EBITDA is in QuickBooks. You may be able to create 
customized EBITDA reports, depending on which edition of 
QuickBooks you use. 

TRACKING KPIS THAT MATTER

HOW TO BE A 
TOP 5% COMPANY
The road to profit runs through pricing. The top 5% of 
field service companies have figured out how to price 
for profit. What’s their secret? They think differently.  

Highly successful companies set profit goals BEFORE 
they determine prices for goods and services. They peg 
pricing to net profit margin, not gross margin, and not 
by marking up time & material by an arbitrary 
percentage. 

Net profit margin is what’s left for the company after 
accounting for all negative and positive cash flows, 
whereas gross profit margin counts only revenue and 
the direct cost of goods and services sold. 

THE 5% - 95% PROBLEM
Field service industry analysts and consultants say the top 
5% of businesses make 95% of the profits. Put another way, 
95% of these businesses split the remaining 5% of profits.

The top companies are not always the biggest; they are the 
ones with high operating efficiency that use proven 
financial management techniques. 

Most of us would rather work with our hands than read 
financial reports. Although they may seem boring, financial 
statements can be exhilarating when you know how to profit 
from them.  

The terms revenue, profit, and cash are closely related, but 
each has a distinct meaning.

 • Revenue is income from the sale of goods   
    and services. 
 • Profit is an accounting term that shows you   
    have some money left when all the bills are paid. 
 • Cash is what pays the bills.  

Cash flow is the inflow and outflow of money passing 
through a business. It provides funds for daily operations, 

rent/mortgage, utilities, taxes, operating costs, employees, 
and acquiring inventory, to name a few. 

Having positive cash flow means you’re earning more than 
you’re spending. Negative cash flow means you are not. It 
isn't as easy to determine cash flow in your head because 
it requires several calculations. 

Fortunately, everything you need is in three financial 
statements that QuickBooks and other financial 
management software calculate for you. 

PRICING FOR PROFIT
You need positive cash flow to turn a profit, but have 
you ever wondered about what the purpose of profit 
really is? Ultimately, profit provides the means for 
business growth and for owners to build a valuable 
asset that can be sold at some future date.

However, profit has a different role to play first.
 
Management guru Peter Drucker said the primary 
responsibility of a company is to serve its customers, 
not to make a profit. Drucker quickly added that without 
profits, a business cannot serve its customers or sustain 
itself. He expressed it this way: 

“Profit is not the purpose of a business, but rather the 
test of its validity.”

In plain language, if you don’t have profits, you don’t 
have a business. You have a job. Profit must be baked 
into your thinking and your processes. Aim to make 
each transaction, each service call, profitable so you 
can continue to serve your customers. 
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Keeping your eye on the most relevant key performance 
indicators (KPIs) helps you tell at a glance how well your 
business is performing. These are the ones Sera 
recommends:

 • Memberships
 • Efficiency
 • Margin
 • EBITDA

Just think “MEME” to keep them in mind.

Memberships – Membership plans establish a relatioship 
you can build on for repeat business and referrals year after 
year, as long as you offer real value. 

Memberships are the fastest and simplest way to grow and 
expand a field service business, regardless of the location or 
size of the company. You need one to compete with bigger 
companies already rounding up members in your own backyard.

Efficiency – The purpose of field service management 
software is to boost efficiency by automating routine tasks. 
Online scheduling is a prime example, especially when it 
interacts with automated dispatching. Sera does that, and it 
calculates tech efficiency for each job.

THE “BIG 3” FINANCIAL STATEMENTS 

CONCLUSION
A small percentage of field services businesses account for 
the majority of profits industry-wide. In HVAC, 5% of the 
120,000 US companies take home 95% of the profits. That 
leaves 114,000 companies splitting up the remaining 5%.

If you don’t like those odds, start now to get into the top 
5% by doing what the top companies do. 

 • Pay close attention to your Income Statement (also  
    called P&L), Profit & Loss Statement, and  Balance  
    Sheet to see where to cut costs and boost profits.

 

• Set pricing for profit using margin pricing  instead   
   of marked-up flat-rate or time & material pricing.

 • Track the key performance indicators that   
    matter– Memberships Efficiency, Margins, and   
    EBITDA.  

 • Use field service management software that will 
    do all the heavy lifting for you to increase your   
    efficiency and profitability more than you can   
    imagine.

https://sera.tech/blog/cash-flow-the-lifeblood-of-your-business/


MARGIN PRICING VS. FLAT-RATE VS. T&M
The running debate about pricing in the field service 
industry for some time has been whether to price based 
on time and material or flat rates. Customers prefer flat 
rates because they know the cost upfront, while with 
hourly pricing they don’t. 

Using either method requires determining what to charge 
for parts and new equipment as well as what to charge 
for labor. Most operators mark up the wholesale prices 
they pay by a percentage ranging from 25% – 100%. 

If you’re doing that you’re leaving as much as 50% of potential 
profits on the table! Let’s look at the differences between a 
60% markup and a 60% net profit margin when the labor rate 
is $70/hour. The labor rate includes the technician’s hourly 
pay plus burden – insurance, retirement, vacation, and so on. 

Using margin pricing for labor provides a 56% boost. More 
importantly, it establishes an hourly rate that more 

accurately reflects all the costs associated with keeping 
techs in the field, including trucks, equipment, drive time, 
fuel stops, insurance, and so on. 

Income Statement – also known as Profit 
& Loss Statement or just P&L. It documents 
revenues, expenses, gains, and losses for a 
given period, usually a month, quarter, or year. 
It also provides the data you need to calculate 
gross and net profit margins. 

Cash Flow Statement – provides a full 
accounting of your cash position for a given 
period by summarizing the cash and cash 
equivalents entering  and leaving a company.  

Balance Sheet – shows total assets as being  
equal to total liabilities + owner’s equity. The  
balance sheet provides a picture of a company’s  
overall financial position and what the owner’s  
investment is worth at a given time. 

Collectively, the P&L, Cash Flow Statement, and Balance 
Sheet show the profitability, liquidity, solvency, and 
efficiency of any business. 

The P&L is so essential to business success that we based 
Sera field service management software on P&L data so you 
always know how profitably you’re operating. 
 

Margin – The margin pricing feature built into Sera software 
makes it quick and easy to set and change prices through-
out all price books for all parts, labor, and equipment. Add in 
the tech efficiency data and you can see the net profit 
margin for each job as it is completed. 

EBITDA – Earnings Before Interest, Taxes, Depreciation, and 
Amortization is a calculation that shows short-term opera-
tional efficiency and provides an indication of a company’s 
market value. EBITDA margin (EBITDA amount divided by 
revenue) shows earnings per dollar of revenue.

EXAMPLE 

$1,500,000 – Revenue

$170,000 – EBITDA

$170,000 ÷ $1,500,000 = 11.33% EBITDA Margin 

The EBITDA margin of 11.33% means you earn $11.33 for 
every $100 of revenue. 

Top-performing field service companies have EBITDA 
margins of 15% and higher. To reach that level with $1.5 
million revenue EBITDA needs to be $225,000, which means 
cutting expenses and improving efficiency by $55,000. 
Also, you can find the approximate market value of a company 

by multiplying EBITDA by the EBITDA multiple. Without going 
into that calculation, from 2011 through 2021 HVAC 
companies with revenue less than $5 million had an average 
EBITDA multiple of 2.4. 

Therefore, a company with an EBITDA of $170,000 would have 
an estimated market value of $408,000. When you improve 
profitability the value of your company increases. The data to 
calculate EBITDA is in QuickBooks. You may be able to create 
customized EBITDA reports, depending on which edition of 
QuickBooks you use. 

TRACKING KPIS THAT MATTER

HOW TO BE A 
TOP 5% COMPANY
The road to profit runs through pricing. The top 5% of 
field service companies have figured out how to price 
for profit. What’s their secret? They think differently.  

Highly successful companies set profit goals BEFORE 
they determine prices for goods and services. They peg 
pricing to net profit margin, not gross margin, and not 
by marking up time & material by an arbitrary 
percentage. 

Net profit margin is what’s left for the company after 
accounting for all negative and positive cash flows, 
whereas gross profit margin counts only revenue and 
the direct cost of goods and services sold. 

THE 5% - 95% PROBLEM
Field service industry analysts and consultants say the top 
5% of businesses make 95% of the profits. Put another way, 
95% of these businesses split the remaining 5% of profits.

The top companies are not always the biggest; they are the 
ones with high operating efficiency that use proven 
financial management techniques. 

Most of us would rather work with our hands than read 
financial reports. Although they may seem boring, financial 
statements can be exhilarating when you know how to profit 
from them.  

The terms revenue, profit, and cash are closely related, but 
each has a distinct meaning.

 • Revenue is income from the sale of goods   
    and services. 
 • Profit is an accounting term that shows you   
    have some money left when all the bills are paid. 
 • Cash is what pays the bills.  

Cash flow is the inflow and outflow of money passing 
through a business. It provides funds for daily operations, 

rent/mortgage, utilities, taxes, operating costs, employees, 
and acquiring inventory, to name a few. 

Having positive cash flow means you’re earning more than 
you’re spending. Negative cash flow means you are not. It 
isn't as easy to determine cash flow in your head because 
it requires several calculations. 

Fortunately, everything you need is in three financial 
statements that QuickBooks and other financial 
management software calculate for you. 

PRICING FOR PROFIT
You need positive cash flow to turn a profit, but have 
you ever wondered about what the purpose of profit 
really is? Ultimately, profit provides the means for 
business growth and for owners to build a valuable 
asset that can be sold at some future date.

However, profit has a different role to play first.
 
Management guru Peter Drucker said the primary 
responsibility of a company is to serve its customers, 
not to make a profit. Drucker quickly added that without 
profits, a business cannot serve its customers or sustain 
itself. He expressed it this way: 

“Profit is not the purpose of a business, but rather the 
test of its validity.”

In plain language, if you don’t have profits, you don’t 
have a business. You have a job. Profit must be baked 
into your thinking and your processes. Aim to make 
each transaction, each service call, profitable so you 
can continue to serve your customers. 

$70 × 60% = $42 markup
hour labor, 
with markup

$70 + $42   = $112/

hour labor, with 
margin pricing

$70 ÷ 40% = $175/

Markup Labor Rate:

Margin Labor Rate:
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Keeping your eye on the most relevant key performance 
indicators (KPIs) helps you tell at a glance how well your 
business is performing. These are the ones Sera 
recommends:

 • Memberships
 • Efficiency
 • Margin
 • EBITDA

Just think “MEME” to keep them in mind.

Memberships – Membership plans establish a relatioship 
you can build on for repeat business and referrals year after 
year, as long as you offer real value. 

Memberships are the fastest and simplest way to grow and 
expand a field service business, regardless of the location or 
size of the company. You need one to compete with bigger 
companies already rounding up members in your own backyard.

Efficiency – The purpose of field service management 
software is to boost efficiency by automating routine tasks. 
Online scheduling is a prime example, especially when it 
interacts with automated dispatching. Sera does that, and it 
calculates tech efficiency for each job.

THE “BIG 3” FINANCIAL STATEMENTS 

CONCLUSION
A small percentage of field services businesses account for 
the majority of profits industry-wide. In HVAC, 5% of the 
120,000 US companies take home 95% of the profits. That 
leaves 114,000 companies splitting up the remaining 5%.

If you don’t like those odds, start now to get into the top 
5% by doing what the top companies do. 

 • Pay close attention to your Income Statement (also  
    called P&L), Profit & Loss Statement, and  Balance  
    Sheet to see where to cut costs and boost profits.

 

• Set pricing for profit using margin pricing  instead   
   of marked-up flat-rate or time & material pricing.

 • Track the key performance indicators that   
    matter– Memberships Efficiency, Margins, and   
    EBITDA.  

 • Use field service management software that will 
    do all the heavy lifting for you to increase your   
    efficiency and profitability more than you can   
    imagine.



MARGIN PRICING VS. FLAT-RATE VS. T&M
The running debate about pricing in the field service 
industry for some time has been whether to price based 
on time and material or flat rates. Customers prefer flat 
rates because they know the cost upfront, while with 
hourly pricing they don’t. 

Using either method requires determining what to charge 
for parts and new equipment as well as what to charge 
for labor. Most operators mark up the wholesale prices 
they pay by a percentage ranging from 25% – 100%. 

If you’re doing that you’re leaving as much as 50% of potential 
profits on the table! Let’s look at the differences between a 
60% markup and a 60% net profit margin when the labor rate 
is $70/hour. The labor rate includes the technician’s hourly 
pay plus burden – insurance, retirement, vacation, and so on. 

Using margin pricing for labor provides a 56% boost. More 
importantly, it establishes an hourly rate that more 

accurately reflects all the costs associated with keeping 
techs in the field, including trucks, equipment, drive time, 
fuel stops, insurance, and so on. 

Income Statement – also known as Profit 
& Loss Statement or just P&L. It documents 
revenues, expenses, gains, and losses for a 
given period, usually a month, quarter, or year. 
It also provides the data you need to calculate 
gross and net profit margins. 

Cash Flow Statement – provides a full 
accounting of your cash position for a given 
period by summarizing the cash and cash 
equivalents entering  and leaving a company.  

Balance Sheet – shows total assets as being  
equal to total liabilities + owner’s equity. The  
balance sheet provides a picture of a company’s  
overall financial position and what the owner’s  
investment is worth at a given time. 

Collectively, the P&L, Cash Flow Statement, and Balance 
Sheet show the profitability, liquidity, solvency, and 
efficiency of any business. 

The P&L is so essential to business success that we based 
Sera field service management software on P&L data so you 
always know how profitably you’re operating. 
 

Margin – The margin pricing feature built into Sera software 
makes it quick and easy to set and change prices through-
out all price books for all parts, labor, and equipment. Add in 
the tech efficiency data and you can see the net profit 
margin for each job as it is completed. 

EBITDA – Earnings Before Interest, Taxes, Depreciation, and 
Amortization is a calculation that shows short-term opera-
tional efficiency and provides an indication of a company’s 
market value. EBITDA margin (EBITDA amount divided by 
revenue) shows earnings per dollar of revenue.

EXAMPLE 

$1,500,000 – Revenue

$170,000 – EBITDA

$170,000 ÷ $1,500,000 = 11.33% EBITDA Margin 

The EBITDA margin of 11.33% means you earn $11.33 for 
every $100 of revenue. 

Top-performing field service companies have EBITDA 
margins of 15% and higher. To reach that level with $1.5 
million revenue EBITDA needs to be $225,000, which means 
cutting expenses and improving efficiency by $55,000. 
Also, you can find the approximate market value of a company 

by multiplying EBITDA by the EBITDA multiple. Without going 
into that calculation, from 2011 through 2021 HVAC 
companies with revenue less than $5 million had an average 
EBITDA multiple of 2.4. 

Therefore, a company with an EBITDA of $170,000 would have 
an estimated market value of $408,000. When you improve 
profitability the value of your company increases. The data to 
calculate EBITDA is in QuickBooks. You may be able to create 
customized EBITDA reports, depending on which edition of 
QuickBooks you use. 

TRACKING KPIS THAT MATTER

HOW TO BE A 
TOP 5% COMPANY
The road to profit runs through pricing. The top 5% of 
field service companies have figured out how to price 
for profit. What’s their secret? They think differently.  

Highly successful companies set profit goals BEFORE 
they determine prices for goods and services. They peg 
pricing to net profit margin, not gross margin, and not 
by marking up time & material by an arbitrary 
percentage. 

Net profit margin is what’s left for the company after 
accounting for all negative and positive cash flows, 
whereas gross profit margin counts only revenue and 
the direct cost of goods and services sold. 

THE 5% - 95% PROBLEM
Field service industry analysts and consultants say the top 
5% of businesses make 95% of the profits. Put another way, 
95% of these businesses split the remaining 5% of profits.

The top companies are not always the biggest; they are the 
ones with high operating efficiency that use proven 
financial management techniques. 

Most of us would rather work with our hands than read 
financial reports. Although they may seem boring, financial 
statements can be exhilarating when you know how to profit 
from them.  

The terms revenue, profit, and cash are closely related, but 
each has a distinct meaning.

 • Revenue is income from the sale of goods   
    and services. 
 • Profit is an accounting term that shows you   
    have some money left when all the bills are paid. 
 • Cash is what pays the bills.  

Cash flow is the inflow and outflow of money passing 
through a business. It provides funds for daily operations, 

rent/mortgage, utilities, taxes, operating costs, employees, 
and acquiring inventory, to name a few. 

Having positive cash flow means you’re earning more than 
you’re spending. Negative cash flow means you are not. It 
isn't as easy to determine cash flow in your head because 
it requires several calculations. 

Fortunately, everything you need is in three financial 
statements that QuickBooks and other financial 
management software calculate for you. 

PRICING FOR PROFIT
You need positive cash flow to turn a profit, but have 
you ever wondered about what the purpose of profit 
really is? Ultimately, profit provides the means for 
business growth and for owners to build a valuable 
asset that can be sold at some future date.

However, profit has a different role to play first.
 
Management guru Peter Drucker said the primary 
responsibility of a company is to serve its customers, 
not to make a profit. Drucker quickly added that without 
profits, a business cannot serve its customers or sustain 
itself. He expressed it this way: 

“Profit is not the purpose of a business, but rather the 
test of its validity.”

In plain language, if you don’t have profits, you don’t 
have a business. You have a job. Profit must be baked 
into your thinking and your processes. Aim to make 
each transaction, each service call, profitable so you 
can continue to serve your customers. 
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Keeping your eye on the most relevant key performance 
indicators (KPIs) helps you tell at a glance how well your 
business is performing. These are the ones Sera 
recommends:

 • Memberships
 • Efficiency
 • Margin
 • EBITDA

Just think “MEME” to keep them in mind.

Memberships – Membership plans establish a relatioship 
you can build on for repeat business and referrals year after 
year, as long as you offer real value. 

Memberships are the fastest and simplest way to grow and 
expand a field service business, regardless of the location or 
size of the company. You need one to compete with bigger 
companies already rounding up members in your own backyard.

Efficiency – The purpose of field service management 
software is to boost efficiency by automating routine tasks. 
Online scheduling is a prime example, especially when it 
interacts with automated dispatching. Sera does that, and it 
calculates tech efficiency for each job.

THE “BIG 3” FINANCIAL STATEMENTS 

CONCLUSION
A small percentage of field services businesses account for 
the majority of profits industry-wide. In HVAC, 5% of the 
120,000 US companies take home 95% of the profits. That 
leaves 114,000 companies splitting up the remaining 5%.

If you don’t like those odds, start now to get into the top 
5% by doing what the top companies do. 

 • Pay close attention to your Income Statement (also  
    called P&L), Profit & Loss Statement, and  Balance  
    Sheet to see where to cut costs and boost profits.

 

• Set pricing for profit using margin pricing  instead   
   of marked-up flat-rate or time & material pricing.

 • Track the key performance indicators that   
    matter– Memberships Efficiency, Margins, and   
    EBITDA.  

 • Use field service management software that will 
    do all the heavy lifting for you to increase your   
    efficiency and profitability more than you can   
    imagine.

MEME

MEMBERSHIPS

EFFICIENCY

MARGIN

EBITDA

https://sera.tech/four-pillars/


MARGIN PRICING VS. FLAT-RATE VS. T&M
The running debate about pricing in the field service 
industry for some time has been whether to price based 
on time and material or flat rates. Customers prefer flat 
rates because they know the cost upfront, while with 
hourly pricing they don’t. 

Using either method requires determining what to charge 
for parts and new equipment as well as what to charge 
for labor. Most operators mark up the wholesale prices 
they pay by a percentage ranging from 25% – 100%. 

If you’re doing that you’re leaving as much as 50% of potential 
profits on the table! Let’s look at the differences between a 
60% markup and a 60% net profit margin when the labor rate 
is $70/hour. The labor rate includes the technician’s hourly 
pay plus burden – insurance, retirement, vacation, and so on. 

Using margin pricing for labor provides a 56% boost. More 
importantly, it establishes an hourly rate that more 

accurately reflects all the costs associated with keeping 
techs in the field, including trucks, equipment, drive time, 
fuel stops, insurance, and so on. 

Income Statement – also known as Profit 
& Loss Statement or just P&L. It documents 
revenues, expenses, gains, and losses for a 
given period, usually a month, quarter, or year. 
It also provides the data you need to calculate 
gross and net profit margins. 

Cash Flow Statement – provides a full 
accounting of your cash position for a given 
period by summarizing the cash and cash 
equivalents entering  and leaving a company.  

Balance Sheet – shows total assets as being  
equal to total liabilities + owner’s equity. The  
balance sheet provides a picture of a company’s  
overall financial position and what the owner’s  
investment is worth at a given time. 

Collectively, the P&L, Cash Flow Statement, and Balance 
Sheet show the profitability, liquidity, solvency, and 
efficiency of any business. 

The P&L is so essential to business success that we based 
Sera field service management software on P&L data so you 
always know how profitably you’re operating. 
 

Margin – The margin pricing feature built into Sera software 
makes it quick and easy to set and change prices through-
out all price books for all parts, labor, and equipment. Add in 
the tech efficiency data and you can see the net profit 
margin for each job as it is completed. 

EBITDA – Earnings Before Interest, Taxes, Depreciation, and 
Amortization is a calculation that shows short-term opera-
tional efficiency and provides an indication of a company’s 
market value. EBITDA margin (EBITDA amount divided by 
revenue) shows earnings per dollar of revenue.

EXAMPLE 

$1,500,000 – Revenue

$170,000 – EBITDA

$170,000 ÷ $1,500,000 = 11.33% EBITDA Margin 

The EBITDA margin of 11.33% means you earn $11.33 for 
every $100 of revenue. 

Top-performing field service companies have EBITDA 
margins of 15% and higher. To reach that level with $1.5 
million revenue EBITDA needs to be $225,000, which means 
cutting expenses and improving efficiency by $55,000. 
Also, you can find the approximate market value of a company 

by multiplying EBITDA by the EBITDA multiple. Without going 
into that calculation, from 2011 through 2021 HVAC 
companies with revenue less than $5 million had an average 
EBITDA multiple of 2.4. 

Therefore, a company with an EBITDA of $170,000 would have 
an estimated market value of $408,000. When you improve 
profitability the value of your company increases. The data to 
calculate EBITDA is in QuickBooks. You may be able to create 
customized EBITDA reports, depending on which edition of 
QuickBooks you use. 

TRACKING KPIS THAT MATTER

HOW TO BE A 
TOP 5% COMPANY
The road to profit runs through pricing. The top 5% of 
field service companies have figured out how to price 
for profit. What’s their secret? They think differently.  

Highly successful companies set profit goals BEFORE 
they determine prices for goods and services. They peg 
pricing to net profit margin, not gross margin, and not 
by marking up time & material by an arbitrary 
percentage. 

Net profit margin is what’s left for the company after 
accounting for all negative and positive cash flows, 
whereas gross profit margin counts only revenue and 
the direct cost of goods and services sold. 

THE 5% - 95% PROBLEM
Field service industry analysts and consultants say the top 
5% of businesses make 95% of the profits. Put another way, 
95% of these businesses split the remaining 5% of profits.

The top companies are not always the biggest; they are the 
ones with high operating efficiency that use proven 
financial management techniques. 

Most of us would rather work with our hands than read 
financial reports. Although they may seem boring, financial 
statements can be exhilarating when you know how to profit 
from them.  

The terms revenue, profit, and cash are closely related, but 
each has a distinct meaning.

 • Revenue is income from the sale of goods   
    and services. 
 • Profit is an accounting term that shows you   
    have some money left when all the bills are paid. 
 • Cash is what pays the bills.  

Cash flow is the inflow and outflow of money passing 
through a business. It provides funds for daily operations, 

rent/mortgage, utilities, taxes, operating costs, employees, 
and acquiring inventory, to name a few. 

Having positive cash flow means you’re earning more than 
you’re spending. Negative cash flow means you are not. It 
isn't as easy to determine cash flow in your head because 
it requires several calculations. 

Fortunately, everything you need is in three financial 
statements that QuickBooks and other financial 
management software calculate for you. 

PRICING FOR PROFIT
You need positive cash flow to turn a profit, but have 
you ever wondered about what the purpose of profit 
really is? Ultimately, profit provides the means for 
business growth and for owners to build a valuable 
asset that can be sold at some future date.

However, profit has a different role to play first.
 
Management guru Peter Drucker said the primary 
responsibility of a company is to serve its customers, 
not to make a profit. Drucker quickly added that without 
profits, a business cannot serve its customers or sustain 
itself. He expressed it this way: 

“Profit is not the purpose of a business, but rather the 
test of its validity.”

In plain language, if you don’t have profits, you don’t 
have a business. You have a job. Profit must be baked 
into your thinking and your processes. Aim to make 
each transaction, each service call, profitable so you 
can continue to serve your customers. 
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Keeping your eye on the most relevant key performance 
indicators (KPIs) helps you tell at a glance how well your 
business is performing. These are the ones Sera 
recommends:

 • Memberships
 • Efficiency
 • Margin
 • EBITDA

Just think “MEME” to keep them in mind.

Memberships – Membership plans establish a relatioship 
you can build on for repeat business and referrals year after 
year, as long as you offer real value. 

Memberships are the fastest and simplest way to grow and 
expand a field service business, regardless of the location or 
size of the company. You need one to compete with bigger 
companies already rounding up members in your own backyard.

Efficiency – The purpose of field service management 
software is to boost efficiency by automating routine tasks. 
Online scheduling is a prime example, especially when it 
interacts with automated dispatching. Sera does that, and it 
calculates tech efficiency for each job.

THE “BIG 3” FINANCIAL STATEMENTS 

CONCLUSION
A small percentage of field services businesses account for 
the majority of profits industry-wide. In HVAC, 5% of the 
120,000 US companies take home 95% of the profits. That 
leaves 114,000 companies splitting up the remaining 5%.

If you don’t like those odds, start now to get into the top 
5% by doing what the top companies do. 

 • Pay close attention to your Income Statement (also  
    called P&L), Profit & Loss Statement, and  Balance  
    Sheet to see where to cut costs and boost profits.

 

• Set pricing for profit using margin pricing  instead   
   of marked-up flat-rate or time & material pricing.

 • Track the key performance indicators that   
    matter– Memberships Efficiency, Margins, and   
    EBITDA.  

 • Use field service management software that will 
    do all the heavy lifting for you to increase your   
    efficiency and profitability more than you can   
    imagine.



MARGIN PRICING VS. FLAT-RATE VS. T&M
The running debate about pricing in the field service 
industry for some time has been whether to price based 
on time and material or flat rates. Customers prefer flat 
rates because they know the cost upfront, while with 
hourly pricing they don’t. 

Using either method requires determining what to charge 
for parts and new equipment as well as what to charge 
for labor. Most operators mark up the wholesale prices 
they pay by a percentage ranging from 25% – 100%. 

If you’re doing that you’re leaving as much as 50% of potential 
profits on the table! Let’s look at the differences between a 
60% markup and a 60% net profit margin when the labor rate 
is $70/hour. The labor rate includes the technician’s hourly 
pay plus burden – insurance, retirement, vacation, and so on. 

Using margin pricing for labor provides a 56% boost. More 
importantly, it establishes an hourly rate that more 

accurately reflects all the costs associated with keeping 
techs in the field, including trucks, equipment, drive time, 
fuel stops, insurance, and so on. 

Income Statement – also known as Profit 
& Loss Statement or just P&L. It documents 
revenues, expenses, gains, and losses for a 
given period, usually a month, quarter, or year. 
It also provides the data you need to calculate 
gross and net profit margins. 

Cash Flow Statement – provides a full 
accounting of your cash position for a given 
period by summarizing the cash and cash 
equivalents entering  and leaving a company.  

Balance Sheet – shows total assets as being  
equal to total liabilities + owner’s equity. The  
balance sheet provides a picture of a company’s  
overall financial position and what the owner’s  
investment is worth at a given time. 

Collectively, the P&L, Cash Flow Statement, and Balance 
Sheet show the profitability, liquidity, solvency, and 
efficiency of any business. 

The P&L is so essential to business success that we based 
Sera field service management software on P&L data so you 
always know how profitably you’re operating. 
 

Margin – The margin pricing feature built into Sera software 
makes it quick and easy to set and change prices through-
out all price books for all parts, labor, and equipment. Add in 
the tech efficiency data and you can see the net profit 
margin for each job as it is completed. 

EBITDA – Earnings Before Interest, Taxes, Depreciation, and 
Amortization is a calculation that shows short-term opera-
tional efficiency and provides an indication of a company’s 
market value. EBITDA margin (EBITDA amount divided by 
revenue) shows earnings per dollar of revenue.

EXAMPLE 

$1,500,000 – Revenue

$170,000 – EBITDA

$170,000 ÷ $1,500,000 = 11.33% EBITDA Margin 

The EBITDA margin of 11.33% means you earn $11.33 for 
every $100 of revenue. 

Top-performing field service companies have EBITDA 
margins of 15% and higher. To reach that level with $1.5 
million revenue EBITDA needs to be $225,000, which means 
cutting expenses and improving efficiency by $55,000. 
Also, you can find the approximate market value of a company 

by multiplying EBITDA by the EBITDA multiple. Without going 
into that calculation, from 2011 through 2021 HVAC 
companies with revenue less than $5 million had an average 
EBITDA multiple of 2.4. 

Therefore, a company with an EBITDA of $170,000 would have 
an estimated market value of $408,000. When you improve 
profitability the value of your company increases. The data to 
calculate EBITDA is in QuickBooks. You may be able to create 
customized EBITDA reports, depending on which edition of 
QuickBooks you use. 

TRACKING KPIS THAT MATTER

HOW TO BE A 
TOP 5% COMPANY
The road to profit runs through pricing. The top 5% of 
field service companies have figured out how to price 
for profit. What’s their secret? They think differently.  

Highly successful companies set profit goals BEFORE 
they determine prices for goods and services. They peg 
pricing to net profit margin, not gross margin, and not 
by marking up time & material by an arbitrary 
percentage. 

Net profit margin is what’s left for the company after 
accounting for all negative and positive cash flows, 
whereas gross profit margin counts only revenue and 
the direct cost of goods and services sold. 

THE 5% - 95% PROBLEM
Field service industry analysts and consultants say the top 
5% of businesses make 95% of the profits. Put another way, 
95% of these businesses split the remaining 5% of profits.

The top companies are not always the biggest; they are the 
ones with high operating efficiency that use proven 
financial management techniques. 

Most of us would rather work with our hands than read 
financial reports. Although they may seem boring, financial 
statements can be exhilarating when you know how to profit 
from them.  

The terms revenue, profit, and cash are closely related, but 
each has a distinct meaning.

 • Revenue is income from the sale of goods   
    and services. 
 • Profit is an accounting term that shows you   
    have some money left when all the bills are paid. 
 • Cash is what pays the bills.  

Cash flow is the inflow and outflow of money passing 
through a business. It provides funds for daily operations, 

rent/mortgage, utilities, taxes, operating costs, employees, 
and acquiring inventory, to name a few. 

Having positive cash flow means you’re earning more than 
you’re spending. Negative cash flow means you are not. It 
isn't as easy to determine cash flow in your head because 
it requires several calculations. 

Fortunately, everything you need is in three financial 
statements that QuickBooks and other financial 
management software calculate for you. 

PRICING FOR PROFIT
You need positive cash flow to turn a profit, but have 
you ever wondered about what the purpose of profit 
really is? Ultimately, profit provides the means for 
business growth and for owners to build a valuable 
asset that can be sold at some future date.

However, profit has a different role to play first.
 
Management guru Peter Drucker said the primary 
responsibility of a company is to serve its customers, 
not to make a profit. Drucker quickly added that without 
profits, a business cannot serve its customers or sustain 
itself. He expressed it this way: 

“Profit is not the purpose of a business, but rather the 
test of its validity.”

In plain language, if you don’t have profits, you don’t 
have a business. You have a job. Profit must be baked 
into your thinking and your processes. Aim to make 
each transaction, each service call, profitable so you 
can continue to serve your customers. 
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Keeping your eye on the most relevant key performance 
indicators (KPIs) helps you tell at a glance how well your 
business is performing. These are the ones Sera 
recommends:

 • Memberships
 • Efficiency
 • Margin
 • EBITDA

Just think “MEME” to keep them in mind.

Memberships – Membership plans establish a relatioship 
you can build on for repeat business and referrals year after 
year, as long as you offer real value. 

Memberships are the fastest and simplest way to grow and 
expand a field service business, regardless of the location or 
size of the company. You need one to compete with bigger 
companies already rounding up members in your own backyard.

Efficiency – The purpose of field service management 
software is to boost efficiency by automating routine tasks. 
Online scheduling is a prime example, especially when it 
interacts with automated dispatching. Sera does that, and it 
calculates tech efficiency for each job.

THE “BIG 3” FINANCIAL STATEMENTS 

CONCLUSION
A small percentage of field services businesses account for 
the majority of profits industry-wide. In HVAC, 5% of the 
120,000 US companies take home 95% of the profits. That 
leaves 114,000 companies splitting up the remaining 5%.

If you don’t like those odds, start now to get into the top 
5% by doing what the top companies do. 

 • Pay close attention to your Income Statement (also  
    called P&L), Profit & Loss Statement, and  Balance  
    Sheet to see where to cut costs and boost profits.

 

• Set pricing for profit using margin pricing  instead   
   of marked-up flat-rate or time & material pricing.

 • Track the key performance indicators that   
    matter– Memberships Efficiency, Margins, and   
    EBITDA.  

 • Use field service management software that will 
    do all the heavy lifting for you to increase your   
    efficiency and profitability more than you can   
    imagine.



ABOUT SERA
Sera Systems offers a new era of field 
service management software that is 
increasing revenue by more than 50% for 
small-to-midsize field service companies 
within six months of installation. 

Sera focuses on what contributes most 
to profitability – Time Management, Profit 
Margin, Cash Flow, and Membership 
Management – lets you manage what 
matters most. 

Click to learn more about Sera 
or visit sera.tech 
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LEARN MORE ABOUT SERA

sera.tech

https://sera.tech/

