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Go Beyond Break even and Make a Profit on Every Job! 

 
To be profitable, a business must charge more than its breakeven point for the services it sells. When it 

comes to pricing a project, a contractor is often hindered from applying the appropriate markup for 

overhead and profit by considering what is being charged by competitors who do not take these things 

into consideration.  This is called “low balling,” and does not contribute to long-term business success.  

If you are going to cut your prices, do so with your eyes wide open.  You want to be clear about what 

you need to mark up to cover your overhead, and this article will show you EXACTLY how to do that! 

 

Most of us know that overhead is the cost of running a business and includes items such as rent, 

utilities, office supplies, staff and officer compensation. What you may not know is that many people 

actually use the incorrect figure from their Profit & Loss Statement to calculate it! When you know 

your correct overhead markup percentage, you will know exactly how much to mark up the cost of 

goods or direct expenses to break even.  Any markup after this is profit.  By using the correct overhead 

markup percentage, you will produce more consistent results, AND, set up jobs from the start to be 

profitable.   

 

To calculate the overhead markup percentage for your company, take your overhead expenses 

(generally six months to one year) and divide that amount by the cost of goods sold for that same 

period of time.  The formula is:  

 

Overhead Expenses $ ÷ Cost of Goods Sold $ = Overhead Markup % 

Another common mistake is not including liability and worker’s compensation insurance in your cost of 

goods sold.  Below I have illustrated where to look to get the figures for calculating overhead 

breakeven percentage, and following that is an illustration of how to apply that information in your 

bidding. 
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Example Company 
Profit & Loss Statement Jan-Dec 2018 

 

Revenue / Income $2,410,000 100.00%

Cost of Goods Sold 1,700,000 70.54%

Gross Profit 710,000 29.45%

Overhead or G&A Expenses 500,000 20.75%

Net Pre-tax Profit 185,000 8.71%  
 

Overhead Expenses/G&A Costs  $ 500,000 
 
Cost of Goods Sold/Direct Costs      ÷ $1,700,000 
 
Overhead Breakeven Percentage     =             29.41% 

 
In the example above, you would need to mark-up cost of goods sold by 29.41% to cover overhead 

costs.   

 

Marking up cost of goods by this the overhead markup percentage will cause you to just break even.  In 

other words, it will produce just enough money to cover your overhead but not make a profit until 

your markup your costs by more than that overhead breakeven percentage.   

 

NOTE: If you are a sole proprietor, your percentage will be lower since you do not have officer 

compensation on the profit & loss statement.  To calculate a more accurate breakeven point, add to 

overhead expenses an amount for your personal compensation.   

The clients I have worked with over the years who apply these strategies know when to take a project 

and when to walk away.   

Now, more than ever, it is critical that contractors bid work with the understanding about how that 

project is going to affect their bottom line.  It no longer works to just assume that if you don’t make 

money on this project, you’ll make it on the next one.  Start checking your numbers for estimated 

profit and start going beyond breakeven! 
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In summary – here are the steps to follow for going beyond breakeven and making a profit on every 

job! 

1. Calculate your company’s overhead breakeven percentage. 

2. When bidding work, start with accurate cost basis (NOTE: if your costs include some markup 

for labor, then net the figures out to be the actual costs for this calculation) 

3. Mark up costs be enough to cover your overhead AND make a profit 

Once you have these numbers then you will be armed with the information you need to make 

decisions about pricing a job with your eyes wide open!  You will have the clarity to choose from an 

informed place just how much you can cut your prices before you start losing money. 

 

About the Author: Good market or bad, raging competition or not, any contractor or designer can run a healthy, 
profitable business. Most just don’t know how. Consultant, Speaker, Author Vicki Suiter, founder of Suiter 
Business Builders, knows the secrets to creating sustained profitability and success.  Vicki helps people see their 
businesses differently, then gives them the tools to do things differently.  
 
Since starting her business in 1990, Vicki has helped hundreds of contractors and designers build solid 
foundations for their businesses, enabling them to achieve the kind of success they never dreamed possible. In 
addition to running her consulting practice, Vicki has become an in-demand speaker at industry conferences 
nationally and internationally, where her presentations are consistently ranked among their most popular. 
Vicki's articles and opinions have been widely shared in print and across the web. She is also the author of book 
“The Profit Bleed” How managing margin can save your contracting business. 
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