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At Raincatcher, our mission is to help entrepreneurs build, buy and sell remarkable 

companies. Our approach is different from the average brokerage. We empathize 

with our clients and strive to empower them for the long term, rather than simply 

closing a deal. Simply put: we care.

Our team is made up of accomplished small business owners who have 

experienced the challenges that small to mid-sized private companies face. This 

experience enables us to guide our clients with firsthand experience through all 

phases of the business growth, selling, and buying processes. 

Who We Are
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Whatever your unique company’s needs are, we are here to partner with you. 
We offer support with:

Who We Are

Brokerage Services
Powered by decades of experience, industry-leading propriety valuation resources and 

digital marketing tactics, our brokers take a team approach to supporting your business 

and its unique journey. We also offer Certified Valuation services and 

a Broker Opinion of Value.

Mergers & Acquisitions
Our experienced M&A Advisors specializes in businesses valued over $10MM. We know 

how to present businesses to these types of firms in a way that attracts offers and have 

developed contact lists with private equity groups and strategic buyers looking for 

larger investments.

Value Building
We get pretty excited about value-building here at Raincatcher. It’s a slight shift in mindset 

that creates positive results. By prepping your company for sale, you create the best version 

of it while distancing yourself from its daily operations. Everyone wins.

We have different coaching avenues that can 
help you along your value-building journey. 
Led by Raincatcher’s Director of Business 
Growth Susan Frew, Susan has decades of 
experience building and growing companies, 
and she’s an award-winning entrepreneur herself.
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Industry Overview

Globally, the HVAC systems industry is poised for significant growth. Worldwide demand is 

estimated to increase from $130.4 billion in 2019 to $208.5 billion in 2027, growing at a CAGR of 

6.1%. Asian Pacific countries are expected to fuel the bulk of demand, due to growing wealth 

and new construction.1

In the United States, all segments of the HVAC industry are expecting continued and steady 

growth. Sales for U.S. HVAC equipment manufacturers are forecast to grow at a CAGR of 4.21% 

from 2020 to 2025.2 HVAC distributors should see sales grow at a CAGR of 5.64% over the same 

period.3 And HVAC contractors are forecast to grow at a 6.55% CAGR from 2020 to 2025.4

COVID-19: The pandemic has increased awareness of the importance 

of indoor air quality and created a greater need for systems that 

promote clean ventilation. 

Global warming: Rising temperatures around the globe are making 

air conditioning a necessity in many locations. Cooling represents 50 

percent of HVAC systems revenue. 

Real estate: New housing, retail, hospitality, and commercial builds are 

also increasing, creating demand for new HVAC systems. 

Government support: Many national and regional governments 

have started providing tax credits and rebates for energy-efficient 

HVAC systems, encouraging homeowners and businesses to replace 

outdated systems. 

Several key factors are driving demand for HVAC systems, including: 

Product choices are growing along with demand. HVAC systems are incorporating 

technology to become part of the Internet of Things, giving end users more control over 

systemperformance. Systems are also becoming  more energy efficient and switching to 

eco-friendly refrigerants. The increased sophistication of systems is creating stronger 

margins and stickier client relationships.

1. Grand View Research: HVAC Systems Market Analysis  2. Vertical IQ Report: HVACR Equipment Manufacturers 
3. Vertical IQ Report: HVACR Distributors  4. Vertical IQ Report: HVACR Contractors
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The HVAC industry has seen an increase in M&A activity in recent years, 
especially in the last several months. 

An Industry Primed for Growth

• The HVAC market value in North America is estimated at $13.8 BN
• Due to changes in climate and growing public concern over air quality, along 

with energy efficiency, there will be a growing demand for climate control 
systems like HVAC

• On the basis of forward 12-month price to earnings, which is a commonly used 
multiple for valuing Air Conditioner and Heating stocks, the industry is currently 
trading at 38.7X versus the S&P 500’s 22.9X and the sector’s 17.2X

• As a part of the COVID-19 stimulus package signed into law in December 2020. 
$82 BN in funding for ventilation and air quality improvements is being given 
to elementary and secondary schools in the US

• The estimated figure on connected devices for HVAC purposes sold is expected 
to more than double by 2022 and more than triple by 2025, highlighting rapid 
growth in this sector 

Hardware, Plumbing & HVAC Industry Growth: 
Manufacturers, Distributors, Contractors

As compared to manufacturers and distributors, the HVAC plumbing 
contractors industry is forecast to grow at the highest rate. All compounded annual 
rates are from 2020-2025:

Industry Overview

Sales for the 
US hardware, 

plumbing and HVAC 
distributors industry 

are forecast 
to grow at a 5.64%

Sales for the 
US HVAC equipment 

manufacturers 
industry are forecast 
to grow at a 4.21%

Sales for the US 
HVAC and plumbing 
contractors industry 

are forecast
 to grow at a 6.55%

Sources: Vertical IQ, NASDAQ & Statista
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Industry Insights
The increase in M&A activity is driven by several key fundamentals that make the HVAC 

industry attractive for investment right now:

• Growing demand: New construction, climate change, post-pandemic awareness of air 

quality, and other factors are all fueling long-term demand for HVAC systems.

• Recession resistance: HVAC systems and related repairs and maintenance are 

essential expenditures, so revenues are largely unaffected by economic volatility.

• Financial performance: In general, the industry’s financial performance has been 

steady and trending upward, with stronger margins than related sectors.

• Economies of scale: The industry has plenty of room for consolidation, especially at the 

distribution and service levels, to drive greater efficiencies.

• New technologies: HVAC systems technology is becoming increasingly complex, 

which will allow for stronger margins and a greater need for professional advice, 

installation, and servicing.

• Recurring revenue: Service contracts are common in the industry, and HVAC systems 

create steady year-round demand for maintenance and repairs.

• Exit options: The fragmented nature of the industry means there are plenty of exit 

opportunities, including bridging between local, regional, and national acquisitions.

Original Equipment Manufacturers: HVAC OEMs (a $20 BN market) are already 

highly consolidated. The top seven players in the space, including brands like Rheem 

and Daikin, account for two-thirds of the U.S. market. OEMs are now working to 

acquire dealers and distributors as well as adjacent technology and product lines.

Distributors: HVAC distributors (a $50 billion market) are still partly fragmented 

but consolidating quickly. Distributors are attractive to OEMs looking to control 

more of the supply chain. Larger distributors are also acquiring regional mom & pop 

distributors to expand market share and territory.

Installation and service providers: HVAC service providers (a $90 billion market) 

are very fragmented, with the top four providers accounting for only three percent 

of the U.S. market. This is likely the area with the most potential for lucrative M&A 

deals going forward..

M&A opportunities vary according to industry segment:
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Outside of multiples, many other factors influence an HVAC company’s valuation. 

The five drivers below can help increase value in the industry: 

Other valuation drivers include: 

• Diverse customer base: Serving a variety of customers--residential and commercial, for      

example--or multiple regions means the company is better able to weather downturns in one 

sector and profit from upticks in others. 

• Strong financials: A history of consistent growth and profits demonstrates that the company          

is viable and has growth potential. 

• Solid management: Having established leadership and staff in place, especially as the country 

deals with an ongoing labor shortage, reduces the hiring and training challenges 

• an acquirer might face.

• Location: Companies serving regions and markets where HVAC demand is high, especially areas 

where new construction is booming, are well-positioned for long-term growth. 

• Established suppliers: Companies with solid supplier relationships are better able to weather 

supply chain troubles.

Business size also impacts HVAC company valuations. Larger businesses are able to 

command higher multiples than smaller regional and single market companies.

Valuation Benchmarks

• Local companies tend to receive lower valuations because of their smaller size and limited 

reach. These companies have fewer marketing resources and staff members and are able to 

offer a smaller menu of services than larger competitors. They often lack digital scheduling 

capabilities, technician training programs, and 24/7 emergency service. They typically serve 

only one market. 

• Regional companies typically receive higher valuations because they’re well-positioned for 

growth. These companies are often the dominant provider in  one or more regions. They 

have centralized at least some operations, such as scheduling, billing, and tech support, and 

digitized some processes to allow for easier scalability.  

• National companies garner the highest valuations because of their reach and existing 

infrastructure. These companies tend to have robust sales and marketing plans in place and 

have created operational efficiencies with scalable training programs, IT, and more. They are a 

dominant player in several regions or nationwide. 

Source: Vertical IQ, 
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Industry Structure: HVACR Manufacturers

The average HVAC and refrigeration equipment manufacturer operates a single 
plant, has 93 employees, and generates about $31-32 MM in annual revenue.

• The HVAC and refrigeration equipment manufacturing industry consists of about 1,400 

companies, employs 133,500 workers and generates $45 BN annually.

• The industry is somewhat concentrated, as the 50 largest companies represent 68%     

of industry revenue.

• Large companies include Carrier Corporation, Goodman (part of Daikin Group of Japan), 

Trane (part of Ingersoll-Rand), Johnson Controls, Lennox International, and Rheem.

HVACR Manufacturers

New Entrants

• Large Competitors            

Create Barriers 

• New Green HVAC                  

Start-ups

Buyers Suppliers

Substitutes

• HVAC Distributors

• HVAC Contractors 

• Construction Companies

• Government Institutions 

• Home Improvement  

Centers

• Metal Service Centers

• Hardware Distributors

• Electrical Equipment Distributors

• Industrial Machinery Distributors 

• Information Technology

• Foreign HVAC Equipment Manufacturers

• Energy-Efficient Building Designs

+= $

Source: Vertical IQ, 
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How HVACR Manufacturers Operate
HVAC and refrigeration (HVACR) equipment manufacturers produce and sell 
heating, ventilation and air conditioning systems for residential and nonresidential 
buildings, as well as commercial and industrial refrigeration and freezer equipment.

• Major product categories include commercial and industrial fans, blowers and air 

purification equipment, heating equipment, air conditioning and warm air heating 

equipment, and commercial and industrial refrigeration equipment.

• Air purification equipment includes electrostatic precipitation equipment, furnace 

filters, air scrubbing systems, and dust and fume collection equipment.

• Heating equipment includes baseboard heaters, non-electric space heaters, wood 

stoves, gas fireplaces, solar heating systems, swimming pool heaters, and heating boilers.

• Air conditioning and warm air heating equipment includes air conditioner window 

units, air conditioning and warm air heating combination systems, heat pumps, 

dehumidifiers, humidifiers, and warm air furnaces.

• Commercial and industrial refrigeration equipment includes refrigerated lockers, 

refrigerated display cases, drinking fountains, ice making machines, freezing equipment, 

and snow-making equipment.

REVENUE BREAKDOWN FOR HARDWARE, PLUMBING, AND HVACR MANUFACTURERS

Source: Verticle IQ
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Business Valuation - HVACR Manufacturers

This data on business valuations is supplied by DealStats, an online database 
with the most complete financial details on nearly 36,000 acquired companies. 
These companies are mostly small and medium-sized private firms.

Summary Valuation Data for HVACR Equipment Manufacturers

Median Mean Transaction Dates

Price to Net Sales

Price to Gross Profits

Price to EBITDA

Price to EBIT
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Count: 12         Min. 2.11          Max 12.5          Mean: 6.29        Median 5.24 

Price to EBITDA = Selling Price / Operating Profit + Depreciation & Amortization

Date range 02/20/1998 - 03/31/2021

Value of Metric

Source: Deal Stats 
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Dependence on Construction Activity
Demand for HVAC and refrigeration equipment is driven by new residential and 
commercial construction activity. The construction sector is cyclical and new 
construction can fall sharply during a weak economy. While new installations are the 
most sensitive to difficult economic conditions, replacement of existing systems can also 
decline as homeowners and commercial building owners focus on repairing, rather than 
replacing, older systems. 

Variable Material Costs
HVACR equipment manufacturers purchase sheet metal, copper tubing, other metal and 
plastic parts, and electronic components to produce their products. The prices of these 
commodities are dependent on global market conditions and can vary widely from year 
to year. For example, sheet metal prices can rise by over 5% in a single year. At the same 
time, HVACR equipment prices have risen by less than 5% per year. Companies must 
carefully manage raw material costs to maintain their gross margins. 5.3 Industry Risk 
Rating: Stable/Satisfactory 

Energy Efficiency
Regulations HVACR equipment manufacturers are forced to keep up with evolving 
regulations to promote energy efficiency. The US Department of Energy (DOE) issued 
standards for rooftop commercial air conditioners calling for a 13% increase in energy 
efficiency in 2018-2022 and increases of up to 30% starting in 2023. DOE also changed 
the metric for measuring energy efficiency from Seasonal Energy Efficiency Ratio (SEER), 
which measures a machine’s performance on the hottest or coldest day of the year, to 
Integrated Energy Efficiency Ratio (IEER), which assesses performance over an entire 
season. Achieving higher IEER ratings will require equipment redesign by manufacturers. 

Industry and Company Risks: HVACR Manufacturers

Source: Vertical IQ, 
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Competition from Imports
Domestic manufacturers compete with foreign HVACR equipment manufacturers, who 
account for about 31% of the US market. HVAC and refrigeration equipment imports 
rose 44% between 2012 and 2017 and 9.5% in 2018, fell 0.3% in 2019, then rose 2.3% in 
2020. The largest import sources are China, Mexico, and Canada, followed by Thailand, 
Germany, and South Korea. Foreign manufacturers enjoy lower labor costs than domestic 
manufacturers but are vulnerable to changes in trade policies between countries. 

Availability of HVACR Installers
A shortage of skilled HVACR installers could limit growth for equipment manufacturers. 
Manufacturers typically rely on HVACR contractors to sell and install residential and 
commercial systems for new construction and building upgrades. Jobs for HVACR 
mechanics and installers are expected to grow 4% from 2019 to 2029 according to the 
Bureau of Labor Statistics, in line with the growth for all occupations. This growing 
demand, combined with the retirement of “baby boomer” technicians, will likely result 
in a shortage of qualified technicians. This potential shortage is also driven by the 
evolving skills required of technicians as HVAC systems use more electronic 
components and become more complex.  

Keeping Up with Technical Innovation
HVACR equipment manufacturers must continually develop new models of their 
products to meet market requirements and remain competitive. Demand for more 
energy-efficient and sustainable HVACR systems is forcing manufacturers to redesign 
products and incorporate more computerized control into their systems. As systems 
become more sophisticated, manufacturers who fail to keep up with new technologies 
risk declining sales and lower margins. 

Competing with Large Companies
The leading HVACR equipment manufacturers consist of subsidiaries of large 
conglomerates, such as Carrier, Trane (Ingersoll-Rand) and Goodman (Daikin Group). 
The top 7 manufacturers represent about two-thirds of the North American market 
for HVACR equipment. Small HVACR equipment manufacturers may have difficulty 
competing with these large companies due to their economies of scale in purchasing, 
manufacturing, and marketing.  

Company Risks: HVACR Manufacturers

Source: Vertical IQ, 
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Industry Structure: HVACR Distributors

 A typical hardware, plumbing, HVAC and refrigeration distributor operates out of 
a single location, employs about 27 workers, and generates $17.5 MM annually.

• The hardware, plumbing, and HVACR distributor industry consists of 10,100 companies, 

employs 277,400 workers, and generates about $178 BN annually.

• Most distributors are small, independent operations - 52% operate out of a single 

location and 79% have fewer than 20 workers.

• Customers include building contractors, residential and commercial builders, dealers, 

hardware retailers, government accounts, and industrial and institutional customers.

• Large companies include Ace Hardware, Ferguson, MRC Global, Hajoca (EMCO), 

Watsco, DistributionNOW, and HD Supply.

Hardware, Plumbing & HVACR Distributors 
*10,100 companies

New Entrants

• Requires Relationships 

with Suppliers

• Relatively Low Barriers     

to Entry

Buyers Suppliers

Substitutes

• Contractors

• Builders

• Hardware Retailers

• Dealers

• Hardware Manufacturers

• Plumbing Manufacturers

• HVAC Manufacturers

• Truck Dealers

• Information Technology

• Manufacturers Sell Direct

• Home Centers & Hardware Stores

+= $

Source: Vertical IQ, 
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How HVACR Distributors Operate

Hardware, plumbing, and HVACR distributors consolidate a variety of products from 
many different manufacturers to offer customers wide selection, reasonable prices, 
and a single point of contact.

• Major product categories include plumbing and hydronic heating equipment (33% of 

industry sales); hardware (bolts, nuts, rivets, fasteners, hand tools - 35%); forced air heating 

and air conditioning equipment (28%); and refrigeration equipment and supplies (4%).

• Distributors may sell a combination of product categories or specialize. HVAC 

distributors often sell plumbing supplies or refrigeration equipment.

• Distributors may offer maintenance and repair services (MRO). Some distributors sell 

private label products, which typically have lower price points.

REVENUE BREAKDOWN FOR HARDWARE, PLUMBING, AND HVACR DISTRIBUTORS

Source: Verticle IQ
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Business Valuation - HVACR Distributors

This data on business valuations is supplied by DealStats, an online database 
with the most complete financial details on nearly 36,000 acquired companies. 
These companies are mostly small and medium-sized private firms.

Summary Valuation Data for HVAC Equipment Distributors

Median Mean Transaction Dates

Price to Net Sales

Price to Gross Profits

Price to EBITDA

Price to EBIT
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Count: 65         Min. 1.46          Max 184.72          Mean: 17.36        Median 7.46 

Price to EBITDA = Selling Price / Operating Profit + Depreciation & Amortization

Date range 09/09/1997 - 06/01/2021

Value of Metric



16

support@raincatcher  |   1-855-724-6228  |  raincatcher.com

Construction Drives Demand
Hardware, plumbing, and HVAC distributors depend on construction projects as major 
sources of revenue. New construction and remodeling in the residential construction 
market are especially sensitive to economic conditions and consumer spending. While 
commercial and government construction markets generally tend to be more stable, 
both have experienced weakness during difficult economic times. The ability to obtain 
financing, which depends on reasonable interest rates and credit availability, is critical to 
the viability of construction projects. 

Commodity Pricing Affects Costs
Fluctuations in the price of raw materials involved in manufacturing hardware, 
plumbing, HVAC and refrigeration products can affect the cost to distributors. The prices 
of steel, PVC, plastic, copper, aluminum, nickel, and other raw materials are variable and 
affected by a range of factors, including supply and demand dynamics and government 
regulation. Inability to pass along cost increases to customers can result in lower 
profitability. 5.5 Industry Risk Rating: Stable/Satisfactory

Dealing With China
China is the top source of imports for hardware and HVACR equipment and the second 
largest source for turned products (bolts, nuts, screws, rivets) and plastic pipes and 
fittings. Fundamental differences in business philosophy and the general risks of 
international procurement make working with Chinese suppliers a challenge. Low-cost 
Chinese imports may come with quality problems, placing an additional burden of 
quality control on the distributor. Legal recourse for faulty products or broken contracts 
is complicated and generally very limited. In addition, fluctuations in currency rates can 
affect purchase costs. 

Industry and Company Risks: 
HVACR Distributors

Source: Vertical IQ, 
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HVAC Suppliers Concentrated
Distributors with HVAC sales are heavily reliant on a limited number of large 
manufacturers. In addition, some HVAC manufacturers operate their own distribution 
facilities that may compete with independent distributors in certain areas. Production 
issues or problems with distribution agreements with a key supplier can disrupt 
operations and jeopardize sales. 

Staying Current With Environmental Technology
Increasing demand for environmentally-friendly products and systems is forcing 
distributors to dedicate time and resources to new learning. Widespread interest 
and government incentives have resulted in new product proliferation, and many 
distributors are struggling to stay knowledgeable on the many alternatives. 
Successfully selling “green” products can be tricky, since some can be significantly 
more expensive than traditional alternatives. Investing time in products related to 
alternative energy, such as solar power, can be costly and distributors and 
customers may have to wait to see a payout.

Company Risks: HVACR Distributors

Shrinking Manufacturing Customer Base
Many distributors who specialized in the manufacturing sector have been forced to 
diversify into other industries. The long-term trend towards offshore production was 
exacerbated by downsizing during the most recent recession; the result is a smaller 
manufacturer customer base for many distributors. Reduced domestic manufacturing 
has affected both new product sales and MRO (Maintenance and Repair Operations) 
sales and services.

Regulated EnvironmentEvolves 
Hardware, plumbing, HVAC and refrigeration distributors must carefully monitor 
evolving government environmental and safety standards, particularly in the HVAC and 
refrigeration markets. At the start of 2020, R-22 refrigerant became illegal to produce 
in the US or import. The phase out the refrigerant R-22 has complicated service 
requirements for older HVACR units and may eventually result in supply shortages. 
Regulations that established minimum SEER (Seasonal Energy Efficiency Rating) 
ratings generally increased the cost of new AC units and forced distributors to minimize 
their inventory of low SEER units. 

Source: Vertical IQ, 



18

support@raincatcher  |   1-855-724-6228  |  raincatcher.com

Industry Structure: HVACR Contractors

The average plumbing and HVACR contractor employs 11 workers 
and generates about $2 million in annual revenue.

• The HVAC and plumbing contractor industry consists of 260,000 companies (including 

solo operators), employs more than 1.1 million workers and generates $218 BN annually.
• Just over 60% of HVAC and plumbing contractors are solo operators and generate 

about $64,700 annually.
• Major customer segments include single family homes (26% of industry business), 

office buildings (12%), manufacturing and industrial buildings (4%), educational 

buildings (9%), commercial buildings (9%), health care and institutional buildings (9%), 

and apartment buildings (5%).

• Large companies include EMCOR Group, Comfort Systems USA, Johnson Controls,    

and ARS Rescue Rooter.

HVAC & Plumbing Contractors 
*260,000 companies

New Entrants

• Workers from Existing 

Contractors 

• Need Certification

Buyers Suppliers

Substitutes

• Residential Owners

• Commercial Offices 

• Institutional Buyers 

• Industrial Buyers 

• Government Agencies 

• HVAC Equipment Suppliers

• Plumbing Supplies Distributors

• Sheet Metal Distributors

• Information Technology

• Multidisciplinary Contractors 

• HVAC Equipment Manufacturers 

+= $

Source: Vertical IQ, 
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How HVACR Contractors Operate

HVAC and plumbing contractors provide installation, repair, and maintenance 
services for air handling and water management systems. 

HVAC contractors service systems that control a building’s temperature, humidity 
and air quality. Plumbing contractors service a building’s water, waste disposal, 
drainage, and gas systems.

• New construction accounts for about 47% of industry work; maintenance and repair, 23%, 

and additions, renovations and alterations, 25%.

• Contractors may specialize in residential, commercial, institutional, or industrial service.

• Contractors may provide or assist in the design phase of a new building.

REVENUE BREAKDOWN FOR HARDWARE, PLUMBING, AND HVACR CONTRACTORS

Source: Verticle IQ
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Business Valuation - HVACR Contractors

This data on business valuations is supplied by DealStats, an online database 
with the most complete financial details on nearly 36,000 acquired companies. 
These companies are mostly small and medium-sized private firms.

Summary Valuation Data for HVAC Equipment Contractors

Median Mean Transaction Dates

Price to Net Sales

Price to Gross Profits

Price to EBITDA

Price to EBIT
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Value of Metric
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Industry and Company Risks: 
HVACR Contractors

Dependence On Construction Industry
Demand for HVAC and plumbing services is highly dependent on trends in the 
construction industry. The construction sector is cyclical and segments can be vulnerable 
during a weak economy. Residential and commercial customers may delay or cancel 
construction projects when money is tight. Credit restrictions can jeopardize a customer’s 
ability to secure financing or pay contractors. While new installations are the most 
sensitive to difficult economic conditions, maintenance and repair can be affected as 
customers look for ways to cut back on expenses. Reduced demand can lead to more 
intense price competition and lower margins across the industry. 

Seasonality
Cash flow can be uneven, particularly in areas with extreme temperatures. Construction 
activity generally drops off in the winter due to inclement weather conditions. In addition, 
demand for AC systems and service is lower during colder months due to reduced need 
for cooling. Unseasonably low summer temperatures can also result in decreased demand 
for services. Contractors may offer maintenance agreements which generate steady cash 
flow and help compensate for seasonality.

Competition From Alternative Service Suppliers
HVAC and plumbing contractors face competition from a variety of sources. Large multi-
disciplinary contractors are able to offer a 5.3 Industry Risk Rating: Stable/Satisfactory 
broad range of construction services through a single point of contact and may offer 
project financing. HVAC equipment manufacturers, which have historically provided 
start-up technicians for large jobs, offer repair and maintenance services, as well. Utilities 
compete with HVAC contractors by leveraging existing infrastructure, including truck 
fleets, customer listings, and advertising campaigns. Facilities management firms are 
adding HVAC services to their mix. In addition, customers looking to cut costs may hire 
unlicensed handymen or attempt do-it-yourself jobs. 

Source: Vertical IQ, 
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Company Risks: HVACR Contractors

Customer Concentration
Some HVAC and plumbing contractors are highly reliant on a few general contractors for 
the majority of their work. For small contractors, a major project with a general contractor 
can be a short-term success but will leave little time for developing new business. Without 
a solid backlog of jobs, contractors may have problems maintaining revenue over the long 
term. Lack of a diversified customer base makes contractors more vulnerable to 
their customer’s problems. 

Poor Business Management
Small contractors and solo operators often possess technical expertise but lack business 
management skills. Activities such as planning, budgeting, costing, and pricing can be a 
challenge for those with limited resources. One of the biggest problems for small firms is 
collections – HVAC and plumbing contractors generally carry high receivables and many 
lack the time and staff to enforce collection. Delays in collection reduce cash flow and are 
especially problematic for small firms with limited access to funding.   

Variable Material Costs 
The cost of materials and supplies can fluctuate and affect margins for HVAC and 
plumbing contractors. Copper, iron, plastic, and steel are used in ductwork, piping, 
fittings, and other components used by contractors. Commodity costs can be volatile 
and manufacturers usually pass increases through to suppliers and contractors. For a 
large job, a small increase in costs can significantly affect profitability. During periods 
of rapidly rising commodity prices, fixed price bids can expose contractors to great risk 
and some suppliers only guarantee quotes for a few months out. 

Refrigerants Require Special Handling 
The Federal Clean Air Act prohibits the release of hydrochlorofluorocarbons (HCFC), 
specifically R-22, while installing or servicing HVAC systems. HCFCs contain substances 
hazardous to the ozone layer and international efforts to phase-out HCFCs have been 
ongoing for the last two decades. All HVAC technicians who handle refrigerants receive 
special training and must be certified. Contractors must recycle, reclaim, or destroy any 

Source: Vertical IQ, 
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