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8 Financial Tricks

for Contractors and

Trade Owners to
Make More Profit

You didn’t start a construction business just to own a high-stress, unpredictable job. You
started it to build a legacy, gain financial freedom, and reap the rewards of your grit and
expertise. But let’s be honest about the reality of running a construction or trade business.

Too many owners find themselves trapped in a cycle of constant motion. You’re managing
crews, chasing materials, putting out fires on-site, and bidding on the next job—all while
trying to keep the books straight at night. At the end of the month, the revenue looks
impressive on paper, but after paying suppliers, subcontractors, insurance, and payroll,
you're left wondering: Where did all the profit go?

In the construction world, high volume does not equal high profit. It is incredibly easy to be
"deadly busy" but barely breaking even. The good news? Moving the needle on your
bottom line doesn’t require working 80-hour weeks or magically finding massive new
commercial contracts. True profitability isn't about working harder; it's about tightening
the screws on the business fundamentals you already control.

This eBook cuts through the fluff to give you 8 practical, field-tested strategies designed
specifically for construction and trade owners. These aren't abstract accounting theories—
they are actionable changes you can make to your pricing, project tracking, and cash flow
management starting today.

By implementing these 8 top tips, you will learn how to protect your margins, stop leaving
money on the job site, and finally make the profit you’ve actually earned.

Let’s get to work!




1. Understanding Your True Labor Burden

Estimated Savings: $75,000

When estimating a construction project, relying solely on
your crew'’s gross hourly wage to bid labor is one of the
fastest ways to lose money. If you pay a carpenter thirty
dollars an hour, the actual cost to your business is
significantly higher. To protect your project margins, you
must understand and calculate your labor burden, which is
the fully loaded cost of keeping an employee in the field.
Failing to track this hidden number means you are
underbidding your projects and giving away your profit
before the work even starts.

Consider a typical field employee earning a base wage of
thirty dollars per hour. On paper, a standard forty-hour work
week looks like a twelve hundred dollar expense. In reality,
you face a wave of mandatory taxes, insurance premiums,
and company benefits required to keep that employee on a
job site. In Utah, this is compounded by a high State
Unemployment Tax Act (SUTA). When you add up employer
FICA, Utah’s extended SUTA, general liability scaling, health
insurance contributions, and workers' compensation, that
thirty-dollar wage easily jumps to over forty-one dollars and
fifty cents per hour. In this scenario, your true labor burden is
nearly forty percent higher than the base wage, creating a
massive financial blind spot that eats directly into your
bottom line.

Many estimating tools fail to catch this because they apply a
generic percentage markup across the entire company to
cover overhead. This creates dangerous pricing inaccuracies
because different field positions carry entirely different risks
and costs. Utah's worker’s compensation class codes prove
exactly how dangerous a flat markup can be. While a finish
carpenter or cabinet installer might cost you around $3.00 to
$6.60 per $100 of payroll, a residential framer rockets up to
between $6.40 and $13.76 per $100. If you are a roofing
contractor that rate can soar near $20.00.

Using a flat, company-wide markup means you will
consistently overbid simple trim or finish jobs and lose them,
while underbidding high-risk, labor-heavy framing or
structural projects and winning them—only to lose money on
the backend during your end-of-year insurance audit.

To stop this financial leak and maximize your take-home
revenue, you need to implement precision bidding into your
regular routine. For a small five-person crew working_a
standard 10,000-hour production year, underbidding your
true labor burden by just $7.50 an hour means you are blindly
donating_$75,000 of pure net profit straight to your clients.
You build with precision on the job site, and your numbers
deserve the exact same respect. Knowing your true labor
burden allows you to stop guessing your labor costs and start
bidding to win, and keep, your profit.
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2. Gamify your “Estimated vs. Actual” Reports

Estimated Savings: $21,000

Job costing shouldn't just be an autopsy you perform after a project is finished to see where things went wrong. The most profitable
contractors turn financial reports into a proactive management tool by gamifying their estimated versus actual reports. When you
keep financial data locked away in the back office, your field crew operates completely in the dark, measuring progress solely by
whether the physical structures look complete rather than whether the project is remaining profitable. By transforming stale
financial data into a live, transparent scoreboard, you can actively engage your project managers and field superintendents in the
financial success of every job.

To implement this profit strategy, you need to establish a consistent weekly feedback loop that delivers labor hour tracking directly
to the people running the job site. Instead of overwhelming your field supervisors with complex financial spreadsheets filled with
dollar signs and tax allocations, you give them a simplified report focused entirely on hours. To make this scoreboard instantly
readable, introduce the Progress Variance formula: subtract the percentage of budgeted hours burned from the percentage of
physical work actually completed on-site.

Progress variance= % physical work completed - % budgeted hours burned

A positive number means your crew is beating the clock, while a negative number warns you that you are losing money. For
example, if your estimating team budgeted 80 hours for rough framing on a specific project phase, your superintendent needs to
see exactly how many hours the crew has burned against that specific bucket by Thursday afternoon. If they are sixty percent
physically complete but have only burned forty percent of their eighty-hour budget, they sit at a healthy +20% variance. When the
crew knows the target and can see their real-time progress, the entire dynamic on the job site shifts from just clocking in to actively
beating the clock.

When a project manager can see a positive progress variance with only a fraction of the work left to complete, they are motivated to
push the crew to cross the finish line early. Conversely, if the report shows they are only fifty percent complete but have already
burned seventy hours—flashing a dangerous negative variance—it serves as an immediate early warning system. It allows the
superintendent to catch labor slippage and correct field inefficiencies on Friday morning before it ruins the entire project margin.

Ultimately, gamifying your estimated versus actual reports bridges the traditional gap between the back office and the construction
site. For a small five-person crew running a standard 10,000-hour production year, keeping the field in the dark means burning 1,000
hours on unbillable downtime and extended transitions. Reclaiming just half of that hidden slippage through Thursday afternoon
scoreboards instantly recaptures 500 hours of wasted time. At a fully burdened field cost of forty-two dollars an hour, turning your
bookkeeping data into a live scoreboard puts twenty-one thousand dollars of pure net profit directly back into your pocket. When
you empower your field leaders with clear, real-time insights into their labor hours, you shift the responsibility of profitability from
the owner's shoulders to the entire team. You build a culture of accountability where saving hours becomes a shared victory,
ensuring that the profit margins you calculated during the bidding phase are safely realized when the project wraps up.
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3. Strict “No Signed Change
Order, No Work” Policies

Estimated Savings: $40,000-$100,000

Scope creep is one of the quietest and most devastating profit killers in the
industry. It usually starts innocently enough with a client making a small, verbal
request on-site, such as asking to move an electrical outlet a few feet over, add
an extra row of tile, or extend a retaining wall just a bit further. Eager to

please and keep the project moving, a field supervisor or subcontractor

often obliges on a handshake, thinking it is too minor to worry about.
However, these unrecorded adjustments slowly bleed a business dry

because the office never captures the additional labor hours, extra

material trips, or equipment wear and tear. By the time the final

invoice is sent, your hard-earned profit margin has evaporated into

a dozen minor favors that you paid for out of your own pocket.

To stop this financial leak, you must treat change orders as a
premier revenue opportunity rather than a hassle or a charity_
project. In fact, change orders should be your highest-margin
work because the client is requesting specialized alterations
after the competitive bidding phase has closed and work has
started.

The secret to capturing_this lost revenue is implementing_ a
strict policy where no additional work begins without an
estimated, fully priced, and digitally signed change order. By
calculating a clear, elevated profit margin into every single
modification, you ensure that any deviation from the
original contract actively increases your bottom line instead
of draining it.
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Implementing this standard requires bridging the
communication gap between the job site and the back
office using modern, mobile-friendly technology. When
you integrate your core accounting platform, like
QuickBooks, with specialized field management software,
you empower your project managers to handle administration
right from their phones or tablets while standing next to the
client. Instead of waiting days to write up a proposal back at the
office, the supervisor can instantly select the necessary
materials and labor rates, generate a professional change order
document, and capture the client’s digital signature on the spot.
This eliminates the awkwardness of trying to bill for extra work
weeks after the fact, protects your business from payment disputes,
and keeps the client fully aware of their budget adjustments.

Ultimately, mastering the change order process shifts your company
culture from reactive firefighting to proactive financial management. It
establishes a professional boundary with your clients, demonstrating that
while you are entirely dedicated to delivering their vision, every addition
carries a clear financial value. Protecting your original estimate while
aggressively and fairly billing for extra work ensures that your business gets
paid for every single ounce of value it delivers on the job site.

To put this system into perspective, uncaptured scope creep typically consumes
2% to 5% of a contractor's total annual revenue. When you eliminate "field favors" and
plug this leak, the return goes straight to your bottom line as pure net profit.




Accelerate your billing cycle
Estimated Savings: $35,000-$70,000

Many business owners unknowingly suffocate their own growth by making a critical mistake: waiting too long to bill for completed work. When
you delay invoicing until the end of the month for a milestone completed in week one, you aren’t just being casual about paperwork. You are
actively acting as an interest-free bank for your clients. While they enjoy the progress on their project, you are stuck floating the costs for labor,
equipment, and materials out of your own pocket. This lag kills your cash flow, spikes your days sales outstanding (DSO), and forces you to rely
on expensive lines of credit just to survive until payday. If you want to protect your margins and scale your business, you must intentionally
accelerate your billing cycle.

To beat the cash crunch, you must change the rules of engagement before the project even begins. By implementing aggressive billing
structures into your contracts, you can keep your cash flow positive from day one. This starts with negotiating substantial upfront mobilization
deposits. You should never start a job on your own dime; securing these deposits ensures you have the capital to cover initial material drops,
permitting, and staging costs before a single tool hits the ground. From there, ditch the traditional 30-day billing cycle—which acts as a relic of
the past that leaves you waiting up to 60 days for cash while floating payroll on credit lines. Instead, transition your clients to a bi-weekly
progress billing schedule or a strict milestone-based system. When a specific phase is complete, the draw is immediately triggered, eliminating
arguments over vague percentages of completion and ensuring you are paid exactly as value is delivered.

Contractors are often terrified that aggressive billing terms will scare away potential customers, but the secret lies in how you present it. When
pitching to a client, you aren't demanding_early money; you are guaranteeing_project velocity. You can explain to them that by utilizing a bi-
weekly progress schedule and an initial mobilization deposit, you guarantee their project never stalls. Because materials are secured upfront
and subcontractors are paid on time, the project avoids the supply delays or labor shortages that plague other contractors. This positions your
billing structure not as a financial burden to them, but as a quality control mechanism that ensures their project wraps up on time and on
budget.

Accelerating your billing cycle does more than just keep the lights on—it unlocks a massive competitive advantage by reducing your reliance
on high-interest lines of credit and instantly protecting your bottom line. Even better, having immediate access to capital gives you the
leverage to negotiate bulk supplier discounts and take advantage of 2% quick-pay incentives from your vendors. To execute this seamlessly
without getting buried in admin work, you must leverage a modern construction tech stack. Using project management platforms like
Buildertrend or CoConstruct allows you to build milestone-based draws directly into the project schedule, while mobile-first field tools like
Jobber let superintendents invoice right from the truck the moment a milestone is cleared. When these platforms sync flawlessly with your
accounting software, like QuickBooks Online, you eliminate double data entry and keep your books perfectly accurate.

Finally, your contracts must have teeth to ensure these terms are respected. Your agreements should include an explicit "Right to Stop Work"
clause, stating that if a milestone draw is delayed by more than five business days, all on-site operations halt immediately, freeing you from
liability for schedule delays. Stop financing your clients' projects.

Hiring a construction bookkeeper who
understands these specific cash flow
challenges can be the ultimate game-
changer for your business. Unlike a general
practitioner, a specialized construction
bookkeeper knows exactly how to track
progress billings, manage complex
milestone-based draws, and ensure that your
field software syncs flawlessly with your
accounting platform without creating a

- double-data-entry nightmare. They know

- how to monitor your job costing in real time,
keep a hawk-eye on your accounts
receivable, and alert you the second a client's
payment delay threatens your project
velocity. By bringing in a professional, you
gain more than just someone to crunch
numbers--you gain a strategic ally who
ensures your business stops acting as a free
bank and keeps your cash flow completely
optimized.




5. Capture Early Payment Discounts from Suppliers

Estimated Savings: $2,000-$20,000

In the construction industry, profit margins are constantly squeezed by fluctuating labor costs, supply chain
delays, and heavy overhead. While most business owners focus exclusively on increasing sales or raising prices to
boost their bottom line, one of the most overlooked profit centers already exists right inside your accounts
payable process: the early-payment discount. When managed strategically, capitalizing on vendor incentives like
"2/10, Net 30" transforms your bookkeeping department from a cost center into a direct driver of profitability.

To exploit this strategy, you must first understand the mechanics of the vendor's offer. Credit terms are standard
business shorthand for credit duration and discount incentives. The "2" represents the percentage of the discount
offered, which is a 2% deduction off the total invoice amount. The "10" is the discount window, meaning you must
clear the invoice within 10 days of the invoice date to claim the savings. Finally, "Net 30" indicates the full payment
window, meaning that if you pass day 10, the total balance is due in full by day 30. Even if a supplier does not
openly advertise these terms on their standard invoices, they are often highly incentivized to accept them
because early payments drastically lower their Days Sales Outstanding and reduce their collections risk. This
allows savvy business owners to proactively pitch "2/10, Net 30" as a win-win negotiation tool to cement stronger
supply chain relationships while unlocking hidden margins.

At first glance, a 2% discount feels negligible and hardly worth rushing a payment for. However, looking at this
through the lens of annualized return changes the math entirely. When you accept a "2/10, Net 30" term, you are
essentially choosing between paying on Day 10 or paying on Day 30. That means you are keeping your money for
an extra 20 days. By giving up that money 20 days early, the supplier rewards you with a 2% savings. To find the
Annual Percentage Rate equivalent of this return, we look at how many 20-day periods exist in a 365-day

year, which is 18.25 periods. Multiplying those periods by the 2% reward yield
an annualized return of 36.5%. Paying 20 days early nets you an incredibly
high annualized return on your cash, far outpacing virtually any tradition
low-risk investment like stocks, bonds, or high-yield savings accounts.

Materials typically account for 30% to 50% of a commercial project’s
total expense, making this an incredibly high-leverage area for savings.
Let's look at how this plays out for a small-to-midsize trade contractor or
builder utilizing $250,000 in annual material spending. Without early

discounts, the business pays the full amount by Day 30 and saves nothing.
By consistently meeting that 10-day window and utilizing the 2% discount,
the business saves $5,000 annually. This extra money goes straight to your
bottom line as pure profit. You didn't have to sell a new project, hire

more crew, or raise your rates; you simply optimized the cash you were
already obligated to spend.

Because industry cash flow is notoriously lumpy, client ;
payments often do not arrive in time to hit that 10-day vendor windc § s
To overcome this, sophisticated operators leverage a calculated ;
interest rate spread. If you utilize a short-term working capital line or{fj
a business credit card with an annualized interest rate between 8%
and 12% to bridge the cash gap and secure the early payment, you are
still capturing a massive net profit spread against your 36.5% annualized
return. This means borrowing money strategically to pay early is often
vastly more profitable than waiting for a client's check to clear.
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6. Proactively Manage Subcontractor Compliance
Estimated Savings: $15,000-$40,000

Managing subcontractor compliance is critical. While business
owners focus heavily on project delivery and field production, a
single compliance oversight can quietly erode months of hard-
earned project net profit. The danger peaks during annual
insurance audits for General Liability and Workers'
Compensation. If a subcontractor is allowed onto your job site
with an expired, insufficient, or missing policy, your insurance
auditor will reclassify that subcontractor as an uninsured
employee. Consequently, their entire payroll or contract value
will be added directly to your own insurance audit exposure,
triggering massive, retroactive premium bills that arrive months
after the project has wrapped up and final client payments have
been collected.

To insulate your business from these financial penalties, you
must implement a strict, non-negotiable pre-qualification
checklist that ties compliance directly to accounts payable. The
golden rule of this strategy is simple: never release a
mobilization deposit, progress payment, or final retention to a
subcontractor until their compliance paperwork is fully verified
and up to date. However, simply collecting a standard
Certificate of Insurance (COI) is not enough. To truly protect
your business, you must require specific endorsements,
explicitly demanding that your company be listed as an
Additional Insured on a primary and non-contributory basis,
alongside a Waiver of Subrogation. This ensures that if an
accident happens on-site, the subcontractor's insurance carrier
pays out first and cannot legally sue your insurance company to
recover losses, keeping your claims history clean and your
future premiums low.

To execute this strategy seamlessly without overwhelming your
staff, you should leverage modern cloud accounting tools and
specialized compliance software equipped with automated
tracking and optical character recognition. These platforms
automatically scan uploaded COls, extract critical expiration
dates, and flag upcoming lapses thirty days in advance. By
configuring the software to automatically send email reminders
directly to the subcontractor and their insurance agent, you
remove the administrative burden from your team while
ensuring that payment scheduling automatically freezes in your
system the moment a policy lapses, giving subcontractors an
immediate financial incentive to keep their coverage active.

Beyond protecting your insurance premiums, this compliance
gatekeeping must be used to mitigate legal, title, and tier-two
vendor risks through the systematic collection of lien waivers.
For every payment application submitted, you should require a
sighed conditional lien waiver for the current billing_amount
and an unconditional waiver for the previous payments
received, ensuring that the subcontractor cannot legally place a
mechanic's lien on the property. Furthermore, to guard against
the hidden trap of a subcontractor failing to pay their own
downstream suppliers, you can implement a Joint Check
Agreement as a strategic financial buffer. Issuing checks made
out to both the sub and their supplier jointly guarantees the
supplier gets paid, eliminates the risk of surprise tier-two liens,
and keeps the project moving smoothly. By transforming
compliance from a passive administrative chore into a high-tech
operational gatekeeper, you eliminate audit surprises and
completely safeguard your project's hard-earned net profit.




Mastering the Work in Progress (WIP) schedule is the ultimate operational
70 M aSte r th e WI P SCh ed u Ie bridge that transforms a small, reactive trade business into a sophisticated,
highly profitable enterprise. Many smaller and mid-sized contractors
Estimated Savings: $25,000_$75,000 mistakenly rely on cash-basis accounting to judge the health of their
business, viewing a flush bank account as a sign of high profitability.
However, because construction cash flow is notoriously volatile, this
method causes monthly financials to swing wildly based entirely on when
client checks clear and when vendor bills hit the system. Operating this
way leaves you financially blind, unable to see if a project is actually
making money or quietly bleeding cash until the job wraps up and it is too
late to make corrections. By implementing a monthly WIP schedule, you
transition to milestone or percentage-of-completion accounting, matching
your actual project costs directly to the revenue earned to reveal the true
financial reality of every contract in real time.

Every month, for every active project, your system must track five critical
metrics: Revised Contract Value, Estimated Total Cost at Completion, Actual
Costs to Date, Percent Complete, and Earned Revenue. The logic flows
systematically. You find your Percent Complete by dividing your Actual
Costs to Date by your total Estimated Total Cost. You then multiply that
percentage by your Revised Contract Value to calculate your true Earned
Revenue. By comparing this Earned Revenue figure against your actual
progress billings to date, the WIP instantly calculates whether you are over-
[ billed or under-billed, stripping away the guesswork and grounding your

' financials in mathematical reality.

Revealing these two figures provides your business with its most critical
financial defense, preventing the catastrophic mistake of spending "ghost
profit" while identifying trapped capital. Over-billing occurs when you have
front-loaded your invoicing, collecting cash from a client for work or
materials that your crew has not yet put in place. While your bank account
~ looks healthy, that excess cash is actually a liability representing a future
job cost you are obligated to deliver. Without a WIP schedule to flag these
over-billings, it is incredibly easy to accidentally spend that future project
cash on current overhead or personal distributions, triggering a massive
liquidity crisis later in the job. Conversely, under-billing flags where you
have performed work but have lagged on your invoicing, alerting you
instantly that your capital is trapped on the job site and that you need to
accelerate your billing cycle to protect your operating cash flow.

Regularly tracking these metrics also transforms your WIP schedule into an
early-warning radar system designed to catch "profit fade"—the slow,
painful erosion of your estimated profit margin over the lifecycle of a

| project. Profit fade typically occurs due to hidden labor overruns,
unapproved change orders, or material waste that standard accounting
completely misses until a project ends. By comparing_your original

| estimated profit margin against your current projected margin month over
. month, the WIP allows you to spot downward trends when a project is only,
twenty or thirty percent complete. This gives you a critical window of
opportunity to course-correct in the field, renegotiate with suppliers, or

vanishes.

A reliable WIP schedule cannot be built by a bookkeeper or accountant alone; it requires ground-truth data from the field through a monthly
WIP alignment meeting. In this mandatory session, the project managers and the finance team must sit down together to review every active
project. The bookkeeping team brings the hard numbers regarding actual money spent, while the project managers provide realistic, updated
estimates for the costs remaining to complete the job based on job site realities like weather delays, labor productivity, or unexpected site
conditions. This collaboration ensures that your financial reports reflect real-world progress, rather than theoretical projections, providing you
with bulletproof accuracy.

Ultimately, maintaining this level of operational control is the key required to unlock larger, higher-paying commercial contracts and expand
your business capacity. Commercial clients, developers, and general contractors want to know that their partners possess absolute command
over their margins and can finish a project without going under. More importantly, surety and bonding companies require a precise, multi-
column monthly WIP history to assess your true financial capacity before issuing the performance and payment bonds needed for substantial
public or commercial bids. A clean WIP history proves to underwriters that you can manage cash responsibly and spot slippage early. By
mastering this scheduling tool, you eliminate cash flow crunches, shield your margins from profit fade, and position your business as a highly
credible, bondable partner ready for massive growth.




8. A. Big Missed Opportunity

Estimated Savings: $50,000

In the demanding world of trade and commercial contracting, business owners routinely wear a dozen different
hats a day, managing field crews, troubleshooting supply delays, and maintaining client relationships. After
spending ten to twelve hours putting out fires on the job site, most owners find themselves facing a second shift
at the kitchen table, using their precious spare time late at night or on weekends to tackle their own
bookkeeping. Driven by a desire to save money and maintain total control over their finances, they painstakingly
enter receipts, reconcile bank statements, and try to piece together financial reports. While this relentless DIY
work ethic is admirable, treating accounting as an after-hours hobby is one of the most significant missed
opportunities a business owner can face, subtly capping their company’s growth and draining their personal
well-being.

The hidden trap of late-night bookkeeping is that it forces an owner to operate at an administrative level rather
than an executive one. Every hour a business owner spends wrestling with data entry, categorizing expenses, or
trying to fix an out-of-balance account is an hour stolen from high-leverage activities that actively drive the
company forward. This is time that could be spent negotiating better material rates with suppliers, refining
bidding strategies to land higher-margin projects, or building relationships with lucrative commercial clients. By
trying to save a few hundred dollars a month on professional bookkeeping services, owners inadvertently
sacrifice tens of thousands of dollars in growth potential, locking themselves into a frustrating cycle of trading
high-value strategic thinking for low-value paperwork.

Furthermore, doing bookkeeping in the margins of a packed schedule almost guarantees that the resulting
financial data will be reactive, delayed, and prone to costly errors. When accounting is done under the haze of
exhaustion, critical financial defenses like tracking subcontractor compliance or capturing early-payment
discounts fall through the cracks entirely. An owner running their books on a cash-basis spreadsheet cannot
build or maintain a complex Work in Progress schedule to spot margin slippage, meaning they remain financially
blind to whether individual projects are actually making money until it is far too late to course-correct. Handing
these responsibilities over to a dedicated professional doesn't mean losing control; it means upgrading from raw
data entry to real-time financial clarity, liberating the owner to focus entirely on scaling the business and
reclaiming their personal life.




What'’s Next?

¢ %

Implement these strategies to maximize your profits and get the most out of your business!

It’s absolutely crucial to have timely, accurate financial data to work with. | highly recommend
outsourcing this to a professioal who knows the industry and can handle the day-to-day, set up
helpful financial software, and help you stay on top of your most important numbers.

With the books in order, you'll boost your profits, slash the time you spend second-guessing
decisions, and free yourself to enjoy the fruits of your labor.

Evans Ledger Services LLC would love to help. | cater to the construction industry with
uniquely focused financial services.

Click Here to Schedule a Free Consultation Call

We'll talk about your business, your goals, and your challenges and see how | could help you
keep more of your hard-earned profit.

Getting the most out of our call

© ©

So | can help you get a ton of value from our call, be logged into your current
accounting software, if possible.

This will allow me to determine where | can help you most.
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