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The Management Layer Ladder

Every management hire, from a first working foreman to an operations manager, answers the
same question: what is the owner's time actually worth, and does this hire free up more of it
than it costs.

A management hire is not priced like a crew hire. A crew produces revenue directly. A manager
produces something less countable: hours the owner no longer has to personally cover, which
only turn into value if the owner actually redirects that freed time toward something worth
$100 an hour, not toward nothing in particular.

The first manager: pricing freed time honestly

A $65,000 first manager or working foreman who frees 20 owner-hours a week, valued at $100 an
hour, over a 50-week work year, represents $100,000 a year in freed owner time. Net that against
the $65,000 manager cost and the net annual value is $35,000, a clear "pays-off" verdict. The break-
even point, 13 hours freed per week, is the real bar to clear, well under the 20 hours this hire
actually delivers.

Why the hourly value assumption is the whole decision

This entire calculation lives or dies on one honest number: what is an hour of the owner's freed
time actually worth. If freed time goes toward sales calls that close real revenue, or toward
estimating jobs that would otherwise get bid too low, $100 an hour understates it. If freed time
goes toward nothing more specific than "I will have more breathing room," the real value could be
much lower, and the same $65,000 hire is a much closer call, or a loss. The honest version of this
exercise requires naming what the owner will actually do with the hours, not just clearing $100 an
hour by assumption.

Later rungs answer a narrower question, not a bigger one

Office Manager/Dispatcher Break-Even and Operations Manager Break-Even use the same freed-
time logic, but for a narrower slice of the owner's time, dispatch and scheduling, or day-to-day field
operations, rather than the owner's whole role. Each rung of the ladder is its own break-even, not a
package deal, a business can pay off a dispatcher hire clearly while an operations manager hire on
the same team is still marginal, because the two hires free different, unequally valuable hours.



Revenue for the Next Management Layer sets the ceiling

Not every business at every revenue level can support a management layer at all, the incremental
overhead has to be covered by incremental gross margin somewhere. Revenue Required for Next
Management Layer answers how much top-line growth is needed before a specific management
hire even becomes affordable, a useful check before running the break-even math on a hire the
business cannot yet carry.

Key takeaway. A management hire pays off when freed owner-hours, valued honestly, clear
the hire's cost with room to spare. The hourly value assumption is not a formality, it is the
entire decision.

Assumptions

e The worked example uses a $65,000 manager cost, 20 owner-hours freed per week at $100/hour,
and a 50-week work year, all illustrative round numbers.

Frequently asked questions

What if | cannot confidently value my own freed time?

Use the wage of the highest-value activity currently getting crowded out by administrative or
operational work, sales, estimating, or a role you would otherwise have to hire for. That is a
defensible floor for the hourly value input, even without a precise number.

Should I hire a first manager or add a second crew first?

They answer different constraints. A second crew relieves a capacity constraint (not enough hands
to do the work). A first manager relieves an owner-time constraint (not enough hours in the
owner's week to run the business). Run both break-evens, the stronger and more urgent case
usually points to the real bottleneck.

Does additional revenue capacity change the math?

Yes, if the freed owner time gets redirected toward sales or estimating that adds real revenue
capacity (the additionalRevenueCapacityAnnual input), that revenue's contribution margin adds
directly to the hire's net annual value on top of the base freed-time value, strengthening an
already-positive case further.
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