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Improving Job Profit 

The profit the company makes across all jobs progressed each period is critical to the health 
of the business. 
 
The job profit should at least cover the company overhead costs not covered in the 
individual jobs, otherwise serious cash flow problems could occur. 
 
Any additional profit can then be used to pay dividend to shareholders, and crucially to grow 
the business, such as by expanding the capital base (infrastructure)  and targeted investments. 
 
We will now look in detail at how job profit is defined, and how it can be improved. 
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Consider the following example. 

 

The company were successful in submitting a bid for job 4. 

 

The expected profit to be made on the job was the markup (margin) of 4.7% of the job costs. 

 

In monetary terms the expected profit is is the difference between the bid value to be earned from the client 

(9,823,740) and the expected costs (9,382,750) i.e., 440,990. 

 

KEY POINTS 

When progressing a job the actual profit made can differ from the expected profit due to factors that affect 

the bid value earned and the expected costs. 
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After completing job 4, and reviewing the performance for the job, it can be seen that the actual profit 

made was 7.5% (686,861) of the job costs, far more than the expected profit of 4.7% (440,990). 

 

We will now look at the factors that can affect the actual profit. 
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LABOUR PRODUCTIVITY 

 

The job is progressed by allocating labour each period, and the total man periods needed to complete the job are 180. 

 

If the bid value of 9,823,740 is divided by the total man periods (180), the expected value (turnover) for each man period 

progressed is 54,576. This is a measure of the labour productivity. 

 

The bid bid value to be recovered from the client cannot be altered. However, it is possible to improve, or reduce, the labour 

productivity in a number of ways, with the following results :- 

 If the labour productivity increases, the bid value is recovered quicker with less labour needed, and hence reduced overall 

costs, and a higher than expected job profit. 

 If the labour productivity reduces, the bid value is recovered slower with more labour needed, and hence increased overall 

costs, and a lower than expected job profit. 

 

We will not investigate the factors that can affect the labour productivity. 
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LABOUR PRODUCTIVITY: PROJECT MANAGER PERFORMANCE 

 

A project manager with well-matched experience for a particular type of job will improve the productivity of 

all the labour on site, own and subcontract, whereas a unsuitable project manager can reduce the productivity. 

 

For job 4, Gordon Simcoe’s performance was ‘excellent’ for the 2 periods of the job, which improved the 

productivity of the labour on site significantly. 

 

How can we see this improvement ? 
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LABOUR PRODUCTIVITY: PROJECT MANAGER PERFORMANCE 

 

During period 4 of the job Gordon Simcoe’s performance was ‘excellent’. 

 

Clicking on the ‘?’ drill down next to the measured value for the period shows that the  

expected value (turnover) earned from the client, or labour productivity, was 

increased by 1.45% as a result of Gordon Simcoe’s ‘excellent’ performance. 
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LABOUR PRODUCTIVITY: LABOUR RELATIONS POLICY 

 

The labour relations policy of the company can affect the productivity of the company’s 

own labour on all the jobs in progress. 

 

The productivity will be improved by :- 

 Less reliance on subcontractors 

Paying off less of the company’s own labour  

 

The productivity will be reduced by :- 

More reliance on subcontractors 

Paying off more of the company’s own labour  

 

Clicking on the ‘?’ drill down next to the measured value for the period shows that the  

expected value (turnover) earned from the client, or labour productivity, was :- 

 Increased by 0.5% due to a low level of own labour payoffs 

Reduced by 0.129% due to using too many subcontractors 

Navigate to "Main menu/Measuring performance/Assessing performance/Job  performance/Job details” 
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JOB COMPLETION 

 

The client pays a bonus for early completion of a job. 

 

Early completion of a job means completing at least one period before the end of the planned duration e.g., if the planned 

duration is 4 periods, it must be completed in 3 periods or less to obtain the client bonus. 

 

The bonus varies by client, and is expressed as a percentage of the tender value (bid entered) for the job; details are given in 

the Industry parameters. 

 

For job 4 a planned 3 period job, the job was completed in 2 periods, and an early completion bonus of 49,119 was earned, 

which helped to boost the job profit significantly. 

 

KEY POINTS 

Completing a job late will incur a late completion penalty that will reduce the job profit. 
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JOB COSTS 

 

The actual profit made on a job can be improved, or reduced, considerably by internal and external factors 
that affect the costs incurred on a job. 
 
We will now look in detail at the factors that affect job costs. 
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JOB COSTS: CONSULTANT DESIGNER CHOICE FOR DESIGN & BUILD JOBS 

 

The choice of consultant to produce the design on a design and build job can have a significant impact on 
the build costs. 
 
Consultants with appropriate expertise and BIM experience produce designs that reduce the expected build 
cost when a job is progressed, which improves the profit margin on the job. Conversely inappropriate 
consultants can reduce the job profit. 
 
In the example shown for job 4, the PWP Partnership were chosen, and their expertise and BIM experience 
reduced the overall build cost by 0.7%, a significant overall reduction that helped to increase the job profit. 
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JOB COSTS: TARGETED INVESTMENTS 

 

Targeted investments can improve job profit by reducing build costs on work in progress in specific 
sectors due to preferential rates on materials, plant etc. 
 
For example, investing in a crane hire company would potentially reduce build costs for jobs in any sector, 
as indicated in the investment profile. 
 
In the example shown, overall build costs have been reduced by 101,345 by investing in UK Crane Hire. 
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JOB COSTS: RISK COSTS 

 
If a risk does not strike on a job, the contingency built into the original bid as part of the oncost 
will improve the job profit considerably. 
 
In addition, the risk costs incurred when a risk strikes can be reduced, and improve job profit by :- 
 
Targeted investments into appropriate risk management consultants 
Employing the best possible project manager 
Use of a BIM (Building Information Modelling) model 
 
Conversely risk costs are increased, reducing job profit, by :- 
 
Employing unsuitable project managers 
An understaffed QHSE Department 
 
For job 4 fortunately no risks actually struck, so no mitigation came into play 
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JOB COSTS: USE OF SUBCONTRACTORS 

 

Subcontractor cost variations between countries, and when allocating labour to progress jobs, the decision 
on where to use subcontractors can have a significant impact on the build costs. 
 
For example, suppose a number of jobs are in progress, and subcontractors are being used on a job in 
Australia, where subcontractor costs are expensive. Another job is being progressed in India, where 
subcontractor costs are much cheaper. The most cost effective strategy is to move some subcontractors 
from the job in Australia to the one in India, and then replace them with the company's fully trained own 
labour from the job in India. 
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JOB COSTS AND VALUE: OVERHEAD DEPARTMENT STAFFING 

 

Understaffing of the Head Office, QHSE and Measurement departments, below the required level, will have negative affects 

across all jobs being progressed, namely :- 

 

 Head Office, an increase in job costs (build costs) 

 QHSE, an increase in job costs (build and risk costs) 

 Measurement, a reduction in measured value (turnover) 

 

Understaffing is a false economy. It might reduce overhead costs, but will also reduce job profits, resulting in reduced 

operating profits for the company. 

 

The example shown indicates that staffing in all 3 departments was insufficient i.e., below the 100% optimum level.  

 

The company may have saved on overhead costs, but the reduction in job profit (increased costs and reduced value) is 

reflected in the overall net affect (loss). 
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JOB COSTS: WORLD EVENTS 

 

World events can impact upon build and site costs for jobs progressed, which can have a significant affect 
on job profit. 
 
Although world events are outside the company’s direct control, the marketing strategy of the business 
can influence which world events have an affect, and careful analysis of the ENGINUITY NEWS NETWORK 
(ENN) will help in deciding upon the most effective strategy. 
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JOB COSTS: ADDITIONAL LABOUR COSTS 

 

There are a number of additional labour costs that can impact upon the job profit :- 

Overmanning of a job beyond the effective labour limits incurs ineffective labour costs 

Not completing a job as efficiently as possible in its final period incurs ineffective labour costs 

Taking on own recruits into the company’s own workforce incurs a training cost in their first period 

Paying off the company’s own labour incurs a cost 

Subcontractors incur an additional cost each period they are used 


