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“The client says we can win this job if we 
give them a 50% discount.” 

“When the job confirmed, my gross profit 
was 70%. After operations got hold of it, it 
ended up at 30%. What gives?” 
 

“The jobs I sell would be more 
profitable except that other 
salespersons get all the resources.” 
 

“Our revenue went up this month, but net profit 
went down. Why? How?!”

“We can’t bid on this job. The 
sub-rentals will be too high.” 
 

“We need to buy new projectors and stop 
spending so much on sub-rentals.”

“The gross profit on this job 
is really low, but we need the 
revenue.” 
 

“There’s just no way they are making 
money at those prices!”

  Why are your profits declining? 

  Why can’t your company grow? 

  Why does it always seem to be 
about price? 
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  Meaningless Pricing Structure 
–  Clients are telling YOU what the price 

will be 

  Which leads to Margin Erosion  
–  Excessive Discounting with increasing 

demand on resources 

  Which leads to Stagnant Sales 
– Walking away from profitable 

opportunities 

  Retail Pricing really does matter 
–  Because they are based on COSTS 

  Negotiating strength comes from 
superior insight into your margins 

  Pre-job Costing is an effective tool to 
discover real profit opportunities 
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  “You add up the purchase cost and 
cost of ownership and divide by the 
number of days you expect to...” 

  “Feeling out the marketplace” 

  “Purchase price divided by ten.” 

Retail 

• The price that an end-client 
might pay = B2C 

Discount A 

• Price to a Strategic B2C 
account 

Discount B 

• The price to a client that resells 
the service = B2B 

Wholesale 

• The price to the trade or 
strategic B2B 
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  What YOU can charge at retail is 
purely a function of what YOU can 
acquire it for at wholesale 
•  Retail = Wholesale + YOUR Value-Add 

  If it’s not available wholesale, then 
you get to set the price 
•  Based on what market will bear 

  Logical allocation of variable 
expenses to a project 

  Varies according to how many 
resources are used 

  Most companies measure “outside, 
direct expenses” 
–  Sub-rental, outside labor, travel, 

freight, product for resale 

+ Revenue
- Direct Expenses

= Gross Profit
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  Truth: traditional job cost represents 
the arbitrary allocation of resources 
to specific revenue rather than 
measuring the economic benefit of 
revenue. 

Chart 1  Job A  Job B 
Revenue as Sold  $10,000  $10,000 
Cost of Goods Sold   

Sub-rental  $500  $2,500 
Freelance  $-    $400 

General Labor  $1,500  $1,500 
Truck rental  $200  $200 

Crew Meal  $100  $100 
Total COGS  $2,300  $4,700 
Gross Profit  $7,700  $5,300 
GP % 77.0% 53.0%

?? 

  It’s below our average margin 

  Sub-rentals are too high 

  We’d have to use a freelance tech 
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  What if Job A includes a $5,000 
discount on the equipment and Job B is 
full price ? 
–  It’s OK, discount isn’t real money 

  What if Job A has three staff 
technicians assigned to it? 
–  It’s OK, we are paying them anyway 

  What if Job A has dropped the price on 
expensive equipment? 
–  It’s OK, it was sitting on the shelf anyway 
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Chart 1  Job A  Job B 
Revenue as Sold  $10,000  $10,000 
Cost of Goods Sold   

Sub-rental  $500  $2,500 
Freelance  $-    $400 

General Labor  $1,500  $1,500 
Truck rental  $200  $200 

Crew Meal  $100  $100 
Total COGS  $2,300  $4,700 
Gross Profit  $7,700  $5,300 
GP % 77.0% 53.0%

 
 

  Did we quote revenue correctly? 

  Are the assigned costs complete and 
accurate? 

  Are the assigned costs allocated 
fairly? 
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Chart 2  Job A  Job B 
Revenue as Sold  $10,000  $10,000 
Cost of Goods Sold   

Sub-rental  $500  $2,500 
Staff Tech  $350  $-   
Freelance  $-    $400 

General Labor  $1,500  $1,500 
Truck rental  $200  $200 

Crew Meal  $100  $100 
Total COGS  $2,650  $4,700 
Gross Profit  $7,350  $5,300 
GP % 73.5% 53.0%

Chart 3  Job A  Job B 
Retail Revenue  $15,000  $10,000 
Cost of Goods Sold   

Discount  $5,000  $-   
Sub-rental  $500  $2,500 
Staff Tech  $350  $-   
Freelance  $-    $400 

General Labor  $1,500  $1,500 
Truck rental  $200  $200 

Crew Meal  $100  $100 
Total COGS  $7,650  $4,700 
Gross Profit  $7,350  $5,300 
GP % 49.0% 53.0%
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Chart 4  Job A  Job B 
Retail Revenue  $15,000  $10,000 
Cost of Goods Sold   

Discount  $5,000  $-   
Sub-rental  $500  $2,500 
Technician  $400  $400 

General Labor  $1,500  $1,500 
Truck rental  $200  $200 

Crew Meal  $100  $100 
Total COGS  $7,700  $4,700 
Gross Profit  $7,300  $5,300 
GP % 48.7% 53.0%

Chart 5  Job A  Job B 
Revenue

Equipment  $12,500  $7,500 
Labor  $2,400  $2,400 

Expenses  $100  $100 
Retail Revenue  $15,000  $10,000 
 
Cost of Goods Sold

Discount  $5,000  $-   
Sub-rental  $500  $2,500 
Technician  $400  $400 

General Labor  $1,500  $1,500 
Truck rental  $200  $200 

Crew Meal  $100  $100 
Total COGS  $7,700  $4,700 
Gross Profit  $7,300  $5,300 
GP % 48.7% 53.0%

Chart 6  Job A  Job B 
Revenue

Equipment  $12,500  $7,500 
Labor  $2,400  $2,400 

Expenses  $100  $100 
Retail Revenue  $15,000  $10,000 
 
Cost of Goods Sold

Discount  $5,000  $-   
House Equipment  $6,250  $3,750 

Sub-rental  $500  $2,500 
Technician  $400  $400 

General Labor  $1,500  $1,500 
Truck rental  $200  $200 

Crew Meal  $100  $100 
Total COGS  $13,950  $8,450 
Gross Profit  $1,050  $1,550 
GP % 7.0% 15.5%
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  All sub-rentals for “owned 
equipment” 
  Inventory depreciation  
  Repairs and maintenance  
  Quality control and processing 
  Warehouse square footage 
  Return on investment for the 
shareholder 
  Compensation for Risk 

Chart 7  Job A  Job B 
Revenue

Equipment  $12,500  $7,500 
Labor  $2,400  $2,400 

Expenses  $100  $100 
Retail Revenue  $15,000  $10,000 
 
Cost of Goods Sold

Discount  $5,000  $-   
House Equipment  $6,250  $3,750 

Specialty Sub-rental  $-    $2,000 
Technician  $400  $400 

General Labor  $1,500  $1,500 
Truck rental  $200  $200 

Crew Meal  $100  $100 
Total COGS  $13,450  $7,950 
Gross Profit  $1,550  $2,050 
GP % 10.3% 20.5%

Chart 8  Job A  Job B 
Revenue

House Equipment  $12,500  $5,000 
Outside Equipment  $-    $2,500 

Labor  $2,400  $2,400 
Expenses  $100  $100 

Retail Revenue  $15,000  $10,000 
 
Cost of Goods Sold

Discount  $5,000  $-   
House Equipment  $6,250  $2,500 

Specialty Sub-rental  $-    $2,000 
Technician  $400  $400 

General Labor  $1,500  $1,500 
Truck rental  $200  $200 

Crew Meal  $100  $100 
Total COGS  $13,450  $6,700 
Gross Profit  $1,550  $3,300 
GP % 10.3% 33.0%
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Chart 10  Job A  %A  Job B  %B 
Revenue

House Equipment  $12,500 83.3%  $5,000 50.0%

Outside Equipment  $-   0.0%  $2,500 25.0%

Labor  $2,400 16.0%  $2,400 24.0%

Expenses  $100 0.7%  $100 1.0%

Retail Revenue  $15,000 100.0%  $10,000 100.0%

 
Cost of Goods Sold

Discount  $5,000 33.3%  $-   0.0%

House Equipment  $6,250 41.7%  $2,500 25.0%

Specialty Sub-rental  $-   0.0%  $2,000 20.0%

Technician  $400 2.7%  $400 4.0%

General Labor  $1,500 10.0%  $1,500 15.0%

Truck rental  $200 1.3%  $200 2.0%

Crew Meal  $100 0.7%  $100 1.0%

Total COGS  $13,450 89.7%  $6,700 67.0%

Gross Profit  $1,550 10.3%  $3,300 33.0%

Chart 11  Job A  %A  Job B  %B 
Revenue

House Equipment  $12,500 83.3%  $5,000 50.0%

Outside Equipment  $-   0.0%  $2,500 25.0%

Labor  $2,400 16.0%  $2,400 24.0%

Expenses  $100 0.7%  $100 1.0%

Retail Revenue  $15,000 100.0%  $10,000 100.0%

 
Cost of Goods Sold

Discount  $1,600 10.7%  $-   0.0%

House Equipment  $6,250 41.7%  $2,500 25.0%

Specialty Sub-rental  $-   0.0%  $2,000 20.0%

Technician  $400 2.7%  $400 4.0%

General Labor  $1,500 10.0%  $1,500 15.0%

Truck rental  $200 1.3%  $200 2.0%

Crew Meal  $100 0.7%  $100 1.0%

Total COGS  $10,050 67.0%  $6,700 67.0%

Gross Profit  $4,950 33.0%  $3,300 33.0%
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Chart 12  Job A  Job B 
Revenue

House Equipment  $12,500  $5,000 
Outside Equipment  $-    $2,500 

Labor  $2,400  $2,400 
Expenses  $100  $100 

Retail Revenue  $15,000  $10,000 
 
Cost of Goods Sold

Discount  $5,000  $-   
House Equipment 50%  $6,250  $2,500 

Added at Pull 50%  $350  $350 
Specialty Sub-rental  $-    $2,000 

Technician  $400  $400 
Labor  $1,500  $1,500 

Truck rental  $200  $200 
Crew Meal  $100  $100 

Total COGS  $13,800  $7,050 
Gross Profit  $1,200  $2,950 
GP % 8.0% 29.5%

  Fix your pricing and allocation 
systems 

  Find the hidden profit in more 
opportunities 

  Remove the mindset that being busy 
is unprofitable 

  Stop thinking like a rental 
company! 

  Retail pricing is fixed 
  Duration multipliers are fixed 
  Equipment discounts are replaced with 
Total Project Discounts 
  Direct expenses are based on 
substitution costs 
  Minimal gross profit expectations are 
set 
  Stop showing customers your 
proprietary math 
  Now open to use Dynamic Pricing 
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  Disruptive Strategy that will 
energize your team 

  Improve estimating and planning 

  Become better negotiators 

  Great data for CAPEX budgeting 

Effective Pricing and Job Costing will... 

  Maximize gross profit on every job 
  Drive better utilization of your resources  
  Make incentive plans more fair 
  Reveal which customers and projects are 
right for your business  
  Allow for seasonal pricing 
  Gets rid of 3x3 pricing matrix 
  Dramatically improve the seller’s 
negotiating position 
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“Seeing what our costs really are 
helped us commit to new pricing. Now 
travel expense is a profit center 
instead of drain on profit.” 

“We went after a small job in another 
city that we would have no-bid before. 
The job cost showed that we could 
make money. The client loved us and 
gave us three more jobs. We added 
$200,000 of business in Jan-Feb” 

“Over the summer we saw immediate 
improvement in revenue numbers for 
travel and trucking. I don’t know that 
the total job price went up, but the 
revenue now tracks with expenses, 
which has already helped gross 
profits.” 
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Implementation 

Don’t Try This Alone! 

1.  Review and adjust pricing guidelines 
for products and services 

2.  Establish internal cost for “House 
Equipment” 

3.  Determine your substitution costs 
4.  Set target gross profit levels 
5.  Develop a pre-job cost tool to get you 

working sooner 
6.  Train the sales team on proposal 

development and negotiating skills 

  Advice, Training, and Support for your 
team throughout this process 

  Working beta of the pre-job evaluation 
tool customized for your system 

  Training for your Sales Team on using 
the Pre-Job Cost Tool, Proposal 
Development, and Negotiation  

  All designed to get your team up to 
speed faster 
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Nex† Webinar 
 

May 15, 2pm EDT 

Wearing Too Many Hats? 

How to Solve Being Too Busy 

Register online at  

www.AV-Matters.com/webinars 

 

Please use the GotoMeeting Question 
dialog box 

 

Email tom@trstimson.com for more 
information and pricing on the 

implementation program 

 

 


