
PRICE VS. COST 

HOW TO CHOOSE A BUILDER



P R I C E  v s  Q U O T E

They  a ren ’ t  t he  same. . . 
Pr ice  i s  how a  bu i lde r  charges  h is  t ime  (and  tha t  o f  h i s  
s ta f f )  and  how he  charges  fo r  the  o the r  th ings  inc luded  in  
h i s  quo te  -  manag ing  o the r  t rades ,  ma te r ia l s ,  e tc .

A  quote  i s  wha t  you  ge t  when  he  app l ies  h i s  p r i c ing  
mode l  to  the  techn ica l  so lu t ion  to  the  p rob lem you  ask  
h im to  so lve .

Mos t  bu i l de rs  and  t rades  w i l l  cha rge  an  hour l y  ra te  fo r  the  
va r ious  ro les  o f  the i r  team invo lved  in  a  job .  They  can  
inc lude :  Pro jec t  Manager ;  S i te  Superv i so r ;  Carpen te r ;  and  
a lmos t  any  o the r  t rade .

H O W  T O  C H O O S E  A  B U I L D E R
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H O W  T O  C H O O S E  A  B U I L D E R

W H AT ’ S  I N  T H E  P R I C E ?

In add i t i on  to  the  t ime  o f  the i r  i n -house  s ta f f…

They ’ l l  cha rge  you  fo r  ma te r ia l s  they  supp ly.  They  w i l l  
usua l l y  charge  wha t  they  pa id  +  a  marg in  (usua l l y  
be tween  15% and  23%) .

F ina l l y,  they ’ l l  cha rge  fo r  the  o the r  t rades  they  engage  
and  manage  to  comp le te  the  work  o f  your  p ro jec t .  They ’ l l  
cha rge  a  marg in  on  wha t  they  pay  he re  too .

So the  Pr i ce  i s  compr i sed  o f  these  e lements  -  hour l y  ra tes  
fo r  va r ious  peop le  +  marg in  on  mate r ia l s  +  marg in  on  
o the r  t rades .

3



H O W  T O  C H O O S E  A  B U I L D E R

U N D E R S TA N D  T H E  R I S K S

Do you  th ink  i t ’s  un reasonab le  to  charge  a  h igher  ra te?

I f  i t  sounds  un fa i r  fo r  your  bu i lde r  to  charge  a  marg in  on  
top  o f  the  t rades  and  mate r ia l s  he  supp l ies  to  you  and  on  
top  o f  the  t ime  he  charges  you  fo r,  unders tand  he ’s  a l so  
wear ing  a  who le  hos t  o f  o the r  cos ts  and  r i sks : 
• He  wears  the  r i sk  o f  f i x ing  up  a  job  done  by  ano ther  

t rade  o r  o f  l os ing  t ime  and  money  wh i le  a r rang ing  to  f i x  
someone  e lse ’s  m is takes . 

• He  pays  o the r  t rades  and  r i sks  you  be ing  s low pay ing  to  
h im.

• He  has  to  pay  fo r  i nsu rance  fo r  the  job  (wh ich  p ro tec ts  
you)  and  fo r  a l l  t he  peop le  on  the  s i te  (p ro tec t ing  them) .

• He  pays  fo r  peop le  and  t ime  tha t  he  doesn ’ t  charge  you  
fo r  (excep t  i n  the  marg ins )  to  admin is te r  the  o rder ing  
and  supp ly ing  and  management  o f  the  mate r ia l s  and  the  
o the r  t rades .  

The work  o f  your  bu i lde r  goes  fa r  beyond  the  t ime  he  
charges  you  fo r  your  p ro jec t .  A l l  quo tes  w i l l  be  bu i l t  f rom 
these  bas ic  bu i ld ing  b locks ,  j us t  l i ke  your  house .

4



C O S T

What  i s  i t ? 
When your  bu i lde r  (o r  o the r  t rade)  pu ts  toge ther  h i s  quo te  
fo r  you ,  tak ing  your  p lans  as  h i s  s ta r t i ng  po in t  and  us ing  
the  p r i ce  s t ruc tu re  he ’s  exp la ined  to  you ,  he ’ l l  p roduce  a  
quo te .

Th is  i s  wha t  your  p ro jec t  w i l l  cost .

The d i f f i cu l t y,  fo r  you  as  a  cus tomer,  i s  tha t  no  two  quo tes  
a re  ever  the  same. . . 
 

H O W  T O  C H O O S E  A  B U I L D E R
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C O M PA R I N G  Q U O T E S

Quotes  a re  never  the  same. 
Even  i f  two  bu i lde rs  use  exac t l y  the  same p r i ce  s t ruc tu re  ( they  
mos t l y  a ren ’ t  t ha t  fa r  apar t ) ,  t hey ’ l l  p roduce  two  d i f fe ren t  
quo tes .  I f  you  a re  t r y ing  to  choose  a  bu i lde r  by  ask ing  them to  
g i ve  you  a  quo te  and  compar ing  the  to ta l  cos t  o f  each  quo te ,  
you  have  a  ve ry  d i f f i cu l t  j ob  indeed . 
When a  bu i lde r  takes  your  d raw ings ,  even  i f  you ’ve  had  an  
a rch i tec t  spec i f y  down to  the  sma l les t  de ta i l  wha t  i s  to  be  done ,  
the  bu i lde r  w i l l  have  to  app ly  h i s  own exper ience  and  h is  exper t  
op in ion  on  how to  bu i ld  the  bu i ld ing  as  d rawn. I f  t h i s  sounds  a  
b i t  f l u f f y  and  unc lea r,  I ’m  so r ry.  

I ’ l l  t r y  to  g i ve  an  examp le :  One bu i lde r  m igh t  choose  to  use  a  
ce r ta in  t ype  o f  b r i ck  over  ano ther  o r  a  ce r ta in  wa te rp roo f ing  
p rocess .  He  m igh t  choose  a  d i f fe ren t  sa fe ty  ba r r ie r  o r  e lec t  to  
p rov ide  more  o r  l ess  superv i so ry  man-hours .

So,  i f  you  choose  your  bu i lde r  on  p r i ce ,  w i thou t  unders tand ing  
th i s  de ta i l ,  you  m igh t  f i nd  yourse l f  choos ing  a  d i f fe ren t  so lu t ion  
en t i re l y  -  and  you  a ren ’ t  compar ing  app les  to  app les .  

One  bu i lde r  m igh t  be  p rov id ing  a  h igh -qua l i t y  bu i ld  w i th  qua l i t y  
ma te r ia l s  and  appropr ia te  sa fe ty  and  superv i s ion .  One  m igh t  
no t . 

H O W  T O  C H O O S E  A  B U I L D E R
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T H E  R I S K S  O F  A C H E A P E R  B U I L D

The cheaper  so lu t ion  m igh t  come w i th  a  who le  lo t  o f  r i sk 
Do you  wan t  a  lower  qua l i t y  ( cheaper )  bu i l d  ( th i s  i s  no t  
necessar i l y  the  wrong  th ing ,  bu t  I ’m  su re  you ’d  ra the r  ge t  wha t  
you  th ink  you  a re  ge t t i ng  than  o the rw ise ) .   
Risks  o f  a  cheaper  bu i l d  i nc lude :

• Low qua l i t y  ma te r ia l s
• Poor  workmansh ip  as  peop le  rush  to  ge t  work  done  qu ick l y
• R isk  o f  cos t  ove r runs  and  d isas te rs 

I t ’s  a  t rue  s ta tement  tha t  i f  one  bu i lde r  i s  much  less  expens ive  
than  ano ther  and  ye t  the i r  p r i ce  i s  s im i la r  ( see  above)  then  
someth ing  i s  wrong  somewhere .  

Why i s  the  cheaper  guy  cheaper?  

Has  he  fo rgo t ten  someth ing  (wha t  happens  i f  he  has?)  

Has  he  le f t  ou t  someth ing  impor tan t?  

Are  you  go ing  to  pay  fo r  tha t  l a te r? 

H O W  T O  C H O O S E  A  B U I L D E R
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H O W  T O  C H O O S E  A B U I L D E R ?

Fol low these  s imp le  s teps . 
1. F ind  one  o r  two  bu i lde rs  tha t  you  l i ke  and  t rus t .  Spend  t ime  

w i th  them to  unders tand  the i r  approach  to  you  and  to  your  
p ro jec t .

2. Check  re fe rences  and  speak  to  the i r  cu r ren t  o r  l a tes t  c l i en ts  -  
ask  them wha t  k ind  o f  exper ience  they  had .  Th is  w i l l  he lp  you  
unders tand  how good  the i r  quo te  i s  l i ke l y  to  be  and  your  r i sk  
o f  cos t  ove r runs  and  d isas te rs .  Be  susp ic ious  o f  a  bu i l de r  who  
can ’ t  o r  won ’ t  g i ve  you  re fe rences  o f  cu r ren t  and  recen t  j obs .

3. Unders tand  the i r  p r i c ing  p rocess  and  the i r  p r i c ing  s t ruc tu re .

4. Wh i le  you  a re  s t i l l  dec id ing  be tween  bu i lde rs ,  compare  the i r  
p r i c ing  s t ruc tu res  and  dec ide  whe ther  e i the r  o f  them i s  fa i r.

5. Choose  one  and  commi t  yourse l f  and  then  ask  h im to  p repare  
h i s  de ta i l ed  quo te ,  us ing  the  ag reed  s t ruc tu re .

6. Ge t  h im to  exp la in  i t  t o  you ,  go ing  th rough  every  e lement  and  
unders tand ing  the  need  fo r  i t .

H O W  T O  C H O O S E  A  B U I L D E R
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N O W  Y O U  H AV E  A B U I L D E R

You’ re  ready  to  s ta r t  t he  p ro jec t  w i th  your  team! 
You ’ l l  have  a  bu i lde r  you  t rus t  ( you  es tab l i shed  tha t  ea r l y )  and  
you ’ l l  have  a  quo te  you  unders tand  ins tead  o f  two  o r  th ree  
quo tes  you  don ’ t  unders tand  and  s t i l l  no  idea  wh ich  bu i lde r  you  
wan t .

I  know i t  sounds  coun te r - in tu i t i ve  bu t  i t ’s  a  be t te r  way  to  se lec t  
a  bu i l de r  than  t r y ing  to  ge t  them to  compete  on  p r i ce  (cos t ) .

H O W  T O  C H O O S E  A  B U I L D E R
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Jon  l i kes  he lp ing  bus iness  owners  and  espec ia l l y  owners  o f  
t rades  bus inesses . 

He l i ves  in  By ron  Bay  because  he  l i kes  i t  and  he  doesn ’ t  
su r f  because  he  says  i t ’s  too  ha rd  bu t  he  l i kes  beer  and  food  

ve ry  much  indeed . 
I f  you ’ re  a  t rad ie  and  you ’ re  success fu l  then  you  p robab ly  
fee l  l i ke  your  l i f e  i s  no t  your  own.  You  p robab ly  work  too  
many  hours  each  week  and  take  your  work  home w i th  you  

and  you  p robab ly  don ’ t  make  as  much  money  as  you  shou ld .  
Jon  reckons  th i s  s tu f f  i s  f i xab le .  He ’s  been  he lp ing  peop le  

do  i t  f o r  a  l ong  t ime . 
For  more  in fo rmat ion  v i s i t 

sma l l f i sh .com.au / too ls -down 
 

http://smallfish.com.au/tools-down

