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CALCULATE LABOUR COSTS

Follow proven methods to estimate

labour hours and rates accurately

for every trade.

BUILD PROJECT BUDGETS

Construct complete cost

breakdowns before you commit to

fixed-price work.

CONTROL COSTS ON SITE

Set up commercial files and

tracking systems that prevent

overruns and disputes.
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FOREWORD

I have spent over 25 years delivering construction projects across the UK, South Africa, and the Middle East.

Luxury residential, retail fit-out, modular builds, live sites under programme pressure. In that time I have seen

the same problems repeat themselves on almost every project: labour costs that were never properly calculated

at the start, commercial files that did not exist until a dispute forced them into existence, and payment

arguments that could have been avoided entirely if the records had been kept correctly from day one.

This manual is not theoretical. Every method in it comes from real delivery experience. The formulas, the

templates, the commercial file structure — these are the tools I used on projects and the systems I built

UrProject around.

If you are a specialist contractor, a project manager, or a commercial lead responsible for labour delivery on a

live site, this manual gives you the practical framework to calculate costs accurately, build budgets that hold,

and maintain control from mobilisation through to final account.

Rayno

Founder, UrProject
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SECTION 1 Understanding the Real Cost of Labour

1.1 Why Labour Costs Are Always Wrong
Most contractors underestimate labour costs before they start and discover the gap when the programme is

already running. The reason is consistent: the day rate is treated as the total cost. It is not.

The day rate is the starting point. The total cost of labour on a live site includes the day rate, the agency margin

if you are using an agency, employer-side statutory costs if you are employing directly, unproductive time,

rework, absenteeism, and the cost of managing the workforce itself. When you price labour at the day rate and

ignore everything else, you are building a budget that will fail.

1.2 The True Cost Components
Direct pay rate — The gross amount paid to the worker per day or per hour. This is the baseline.

Agency margin — If sourcing through an agency, the charge rate includes the agency's margin on top of the

worker's pay. UK construction agency margins on temporary labour typically run at 15–30% above the worker's

pay rate. On a £200/day operative, that is £30–£60 per day going to the agency, not the worker.

Employer's National Insurance — If employing workers directly, you are liable for employer's NI at 13.8% on

earnings above the secondary threshold (£9,100 per year, 2025/26). On a worker earning £200/day across a

48-week year, that is approximately £10,000 in employer NI alone.

Holiday pay — Temporary workers are entitled to statutory holiday pay at 12.07% of earnings. Agencies bundle

this into the charge rate. Direct labour must calculate and accrue this separately.

CIS deductions — Under the Construction Industry Scheme, contractors must deduct 20% (or 30% for

unregistered subcontractors) from payments for labour and pass it to HMRC. Errors in CIS compliance carry

penalties.

Unproductive time — On a typical construction site, productive output accounts for approximately 60–70% of

time on site. A worker on site for 8 hours may deliver 5–6 hours of productive output. Your cost calculation must

reflect this.

Rework and absenteeism — Industry data shows rework accounts for 5–15% of project costs on construction

programmes. Unplanned absenteeism adds further cost through replacement mobilisation, induction time, and

programme disruption.

1.3 UK Trade Rate Benchmarks (2025)
The following rates reflect UK national averages for 2025. London and the South East carry a 15–25% premium.

Rates are for experienced operatives working standard hours.

Trade / Role Direct Pay (Day) Agency Charge (Day) Agency Premium

CSCS Labourer £104–£120 £128–£160 20–33%

Groundworker £120–£144 £152–£184 20–28%

Bricklayer £136–£176 £168–£224 20–27%

Carpenter / Joiner £136–£176 £168–£224 20–27%
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Trade / Role Direct Pay (Day) Agency Charge (Day) Agency Premium

Plasterer £128–£168 £160–£208 20–24%

Electrician £160–£224 £200–£280 20–25%

Plumber £160–£216 £200–£272 20–26%

Steel Fixer £136–£168 £168–£208 20–24%

Plant Operator (360°) £144–£192 £184–£240 20–25%

Site Supervisor / Foreman £176–£224 £216–£280 20–25%

Site Manager (temp) £250–£350 £300–£420 20–25%

Source: UK construction recruitment market data, 2025. Rates are indicative and vary by region, experience, and contract volume.

1.4 The Annual Cost of Agency Dependency
The difference between agency charge rates and direct pay rates is significant at the individual level. At scale, it

becomes a structural cost problem. Consider a specialist contractor running a team of 10 operatives for a

48-week programme:

Scenario Avg Day Rate Weekly Cost (10 workers) Annual Cost (48 wks)

Agency charge rate £220/day £11,000 £528,000

Direct pay rate £176/day £8,800 £422,400

Difference (agency margin) £44/day per worker £2,200/week £105,600/year

£105,600 is the agency margin on a 10-person team over one programme. It is the difference between a

profitable project and a break-even one.
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SECTION 2 Calculating Labour Costs Properly

2.1 The Labour Cost Formula
Every labour cost estimate must be built from first principles. The formula is:

Total Labour Cost = (Day Rate × Productive Days) + Unproductive Allowance + Statutory Costs +

Risk Reserve

Productive days — The number of days a worker is expected to deliver productive output. Apply a productivity

factor of 0.65–0.75 depending on site conditions, task complexity, and workforce experience.

Unproductive allowance — Budget an additional 10–15% on top of productive day costs to cover briefings,

access delays, material waits, and general site management overhead.

Statutory costs — If employing directly, add employer's NI (13.8%) and holiday pay accrual (12.07%). If using

an agency, these are bundled into the charge rate.

Risk reserve — Add 5–10% to the total as a risk reserve for absenteeism, rework, and programme slippage.

This is not padding; it is a realistic acknowledgement that construction programmes do not run perfectly.

2.2 Labour Hours by Trade
Different trades have different output rates. Using a flat day rate without accounting for trade-specific

productivity leads to systematic underestimation.

Trade Output Unit Output Rate (per operative day)

Bricklayer Bricks laid 400–600 standard bricks

Carpenter Studwork framing 15–25 linear metres

Plasterer Skim coat 20–35 m²

Groundworker Excavation (machine-assisted) 10–20 m³

Electrician First fix cable runs 8–15 circuits

Plumber First fix pipework 15–25 connections

CSCS Labourer General support Variable — task-dependent

These figures are for estimating purposes. Validate against your own historical data and adjust for site-specific conditions.

2.3 Building the Labour Estimate — Six Steps
Step 1 — Scope the work package. Define exactly what is included in the labour scope. Do not estimate

labour for work that has not been fully scoped. Gaps in scope create gaps in the estimate.

Step 2 — Identify the trades required. List every trade needed for the work package, including supervision.

The site manager, foreman, or working supervisor is a labour cost that is often omitted.

Step 3 — Estimate duration for each trade. Use output rates, programme logic, and your own experience.

Apply a productivity factor. Be honest about what the site conditions will allow.
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Step 4 — Apply the correct rate. Use the rate you will actually pay — agency charge rate or direct pay rate

plus statutory costs. Do not use the lower rate to make the estimate look better.

Step 5 — Add unproductive time and risk reserve. Apply 10–15% for unproductive time and 5–10% for risk.

These are not optional.

Step 6 — Total and cross-check. Add up the full labour cost. Compare it against your tender allowance or

budget. If there is a gap, resolve it before you commit to the programme.

2.4 Common Estimation Errors
• Using the worker's pay rate instead of the total cost. The pay rate is not the cost. Add the agency margin,

statutory costs, and on-costs before you use the number in a budget.

• Ignoring supervision costs. The foreman or working supervisor is a labour cost. On a 10-person team,

supervision typically adds 10–15% to the total labour bill.

• Assuming 100% productivity. No site runs at full productivity. Build in the unproductive allowance from the

start.

• Not accounting for mobilisation and demobilisation time. The first and last days of any trade package are

typically less productive than the middle.

• Omitting rework. If your estimate assumes zero rework, it will be wrong. A 5% rework allowance is the

minimum on any programme.
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SECTION 3 Building the Project Budget

3.1 The Commercial File Structure
Every project needs a commercial file. Not a folder of emails. Not a spreadsheet that only one person

understands. A structured, accessible record of every commercial decision made on the project from day one.

The commercial file is your protection. In a dispute, it is the difference between a claim you can defend and one

you cannot. In a final account negotiation, it is the evidence that determines the outcome.

Contract and scope documents — The signed contract, scope of works, specification, and agreed variations.

Every version, with dates.

Agreed rates — The day rates, unit rates, or lump sum prices agreed with every subcontractor and agency.

These must be in writing. A verbal agreement is not a rate.

Programme — The agreed programme including start dates, completion dates, and key milestones. Any

programme changes must be recorded and agreed in writing.

Labour records — Timesheets, attendance records, and daily logs for every worker on site. These must be

contemporaneous — recorded at the time, not reconstructed later.

Variation log — A running record of every instruction or change that affects cost or programme. Each variation

must be instructed in writing, costed, and agreed before the work is done where possible.

Cost reports — Weekly or monthly cost reports showing actual spend against budget. If you do not know what

you have spent, you cannot control what you will spend.

Correspondence — All significant emails, letters, and notices. Organised by date and subject.

3.2 Setting Up the Budget
The project budget is not the tender sum. The tender sum is the price you quoted. The budget is the cost you

have committed to deliver within. Build the budget in the following layers:

Labour — Calculated using the method in Section 2. This is typically the largest and most variable cost on a

specialist contractor's programme.

Materials — Based on take-offs from the drawings and specification. Include waste allowances (typically 5–10%

depending on material and trade).

Plant and equipment — Hire costs, fuel, operator costs if applicable, and mobilisation/demobilisation.

Preliminaries — Site establishment, welfare, security, management, and all fixed costs that do not vary with

output.

Subcontract packages — Any work let to specialist subcontractors. Include the agreed price plus a

contingency for scope gaps.

Contingency — A project-level contingency of 5–10% of the total budget. Separate from the risk reserves built

into individual cost lines.

Margin — Your commercial margin. This is the last line, not the first. Build the cost budget first, then apply

margin to the total.

3.3 The Budget vs Actual Tracker
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Once the budget is set, you need a system to track actual spend against it. The minimum requirement is a

weekly cost report that shows:

• Budget for each cost line

• Actual spend to date

• Committed costs (orders placed but not yet invoiced)

• Forecast final cost

• Variance (budget minus forecast)

If the variance is positive, you are on track. If it is negative, you have a problem that needs to be addressed now,

not at the end of the programme. Labour is the line that moves fastest and is hardest to control without real-time

data.
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SECTION 4 Controlling Costs on Live Sites

4.1 The Five Things That Cause Labour Cost Overruns

1. Rates that were never locked in writing.

If the rate is not in writing before the worker starts, it will be disputed when the invoice arrives. Every rate must

be agreed in writing before work begins. No exceptions.

2. Timesheets that are not contemporaneous.

A timesheet filled in on Friday for the whole week is a reconstruction, not a record. It will not hold up in a

dispute. Timesheets must be completed daily, signed by the worker and the supervisor, and retained.

3. No daily log.

The daily log captures who was on site, what work was done, what materials were used, what instructions

were given, and what problems occurred. A daily log written at the time is evidence. A daily log reconstructed

from memory is not.

4. Variations instructed verbally.

Every verbal instruction that changes the scope, the rate, or the programme is a cost risk. If it is not in writing,

it did not happen — or rather, it happened but you cannot prove what was agreed. Instruct variations in writing.

Confirm verbal instructions in writing the same day.

5. No cost visibility until the invoice arrives.

If the first time you know what labour has cost is when the invoice lands on your desk, you have already lost

control. You need weekly cost data. Without that data, you are managing by instinct, and instinct is not a

commercial system.

4.2 The Weekly Labour Control Routine
Monday — Confirm all workers on site for the week. Check rates are agreed and in writing. Check compliance

documents (CSCS cards, right-to-work, induction records) are current for every worker starting.

Daily — Complete the daily log. Record attendance, work completed, instructions received, and any issues.

This takes 15 minutes. It is the most valuable 15 minutes you spend on site.

Friday — Collect and approve all timesheets for the week. Do not approve timesheets you have not verified. If a

worker claims hours you cannot confirm, query it before you sign.

Friday — Update the cost report. Actual spend for the week, committed costs, revised forecast. If the forecast

has moved, understand why before you close the week.

Monthly — Produce a formal cost report for the client or your own management. Show budget, actual,

committed, and forecast. Flag variances. Propose corrective action where needed.

4.3 Compliance: What You Must Have Before a Worker Starts
Every worker on a UK construction site must have the following before they start work. Failure to verify these

documents exposes you to regulatory penalties, insurance voidance, and reputational risk.
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CSCS card — Confirms the worker's trade qualification and competency level. Check the card is valid and

matches the role. Verify at cscs.uk.com.

Right to work — You must verify that every worker has the legal right to work in the UK before they start. Check

original documents and retain a copy. Civil penalties of up to £60,000 per illegal worker as of 2024.

Site induction — Every worker must complete a site-specific induction before they start work. Record the

induction in writing and retain the record.

Method statements and risk assessments (RAMS) — For any trade activity, the relevant RAMS must be in

place and the worker must have been briefed on them. Retain evidence of the briefing.

CIS registration — Verify CIS registration status with HMRC before making the first payment. Unregistered

subcontractors are subject to 30% deduction rather than 20%.

4.4 Handling Disputes
Labour disputes on construction projects typically fall into three categories: disputed hours, disputed rates, and

disputed scope. All three are preventable with the right records.

Disputed hours — The worker or agency claims more hours than you have approved. Your defence is the

signed timesheet and the daily log. If you have both, the dispute is straightforward. If you do not, it is your word

against theirs.

Disputed rates — The invoice rate does not match what you agreed. Your defence is the written rate

agreement. If the rate was agreed verbally or by email without a formal confirmation, the dispute becomes a

negotiation. Avoid this by confirming all rates in a formal rate schedule before work starts.

Disputed scope — The worker or subcontractor claims additional payment for work outside the original scope.

Your defence is the variation log and the written instructions. If the variation was instructed verbally and not

confirmed in writing, you are exposed.

If a dispute cannot be resolved commercially, the Housing Grants, Construction and Regeneration Act 1996

gives any party to a construction contract the right to refer a dispute to adjudication. The adjudicator's decision is

binding unless challenged in court. Your commercial file is your evidence pack.
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SECTION 5 The UK Construction Labour Market in 2025

140,000+
Unfilled vacancies currently in

UK construction

1 million
Additional workers needed by

2032

750,000
Current workers who will retire

by 2036

35%
Of the workforce is over 50

years old

Source: CITB Construction Skills Network 2024–28, Places for People Skills Shortage Report 2025.

5.1 The Workforce Shortage
The UK construction industry is operating in a structural labour shortage that will not resolve quickly. There are

currently over 140,000 unfilled vacancies. By 2032, the industry will need approximately one million additional

workers to meet projected demand. By 2036, 750,000 of the current workforce will have retired. The workforce is

ageing: 35% of workers are over 50, but only 20% are under 30.

The CITB's Construction Skills Network forecast requires approximately 47,860 additional workers per year

between 2025 and 2029 just to maintain current output levels. The government's target of 1.5 million new homes

by 2029 requires a workforce expansion that the current pipeline cannot deliver.

For specialist contractors, this means one thing: competition for labour will intensify, rates will continue to rise,

and the cost of poor workforce management will increase. The contractors who build direct relationships with

verified workers, lock rates in advance, and maintain clean delivery records will have a structural advantage

over those who continue to depend on last-minute agency calls.

5.2 Post-Brexit Labour Dynamics
The UK's exit from the European Union removed a significant source of construction labour. EU workers,

particularly from Poland, Romania, and the Baltic states, had filled a substantial portion of the UK's trades and

general labour demand. That pipeline has contracted sharply.

The impact is visible in rates. Trades that were heavily supplied by EU workers — groundworkers, steel fixers,

general labourers — have seen the most significant rate increases since 2020. In London and the South East,

CSCS labourer rates have risen by 20–30% since 2019.

The structural response is not to wait for the labour market to rebalance. It is to build direct access to the

available workforce, verify their qualifications and right-to-work status in advance, and maintain those

relationships between projects.

5.3 CIS Reform and Compliance Risk
HMRC has been actively tightening enforcement of the Construction Industry Scheme. The 2024 reforms

introduced new powers for HMRC to act quickly against CIS abuse. HMRC investigations into construction

businesses have increased. The penalties for non-compliance are significant: incorrect CIS deductions, failure

to verify subcontractor status, and failure to file monthly returns all carry financial penalties.

The practical response is to ensure that every subcontractor engagement is properly documented, every CIS

verification is completed before the first payment, and every monthly return is filed on time.
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SECTION 6 What UrProject Replaces

6.1 The Problem With the Current System
The current system for managing construction labour is not a system. It is a collection of workarounds: agency

calls, spreadsheets, WhatsApp groups, paper timesheets, and email chains. Each workaround creates a gap.

Gaps create disputes. Disputes cost money.

No central record of agreed rates. Rates are agreed verbally or buried in email threads. When the invoice

arrives, the rate is disputed. The contractor has no clean record to defend against.

No verified worker profiles. Every new project starts from scratch. The same worker who was on your last site

has to be re-inducted, re-verified, and re-briefed. There is no portable record of their qualifications, right-to-work

status, or performance history.

No real-time cost visibility. Labour cost data arrives when the invoice arrives. By then, the overspend has

already happened. There is no mechanism to see what labour is costing in real time.

No proof pack. At the end of the project, there is no clean record of what was delivered, by whom, at what rate,

on what days. If a dispute arises, the evidence has to be reconstructed from emails, paper timesheets, and

memory.

6.2 How UrProject Works
UrProject is a construction labour delivery operating system. It is not a recruitment agency. It does not touch

payroll. It provides the workflow layer that sits between companies and their workforce — the layer where rates

are locked, time is recorded, compliance is tracked, and proof is generated.

Locked rates

Rates are agreed and locked in the platform before

work starts. The rate on the timesheet is the rate on the

invoice.

Location-verified clock-in and out

Workers clock in and out using GPS-verified time

records. The timesheet is generated from the clock

data, not from memory.

Digital daily logs

Supervisors complete digital daily logs on site. The log

is timestamped and stored. It is contemporaneous

evidence.

Compliance tracking

CSCS cards, right-to-work documents, and induction

records are stored in the platform. Before a worker

starts a shift, their compliance status is verified.

Live cost dashboards

Companies see their labour cost in real time. Actual

spend against budget, by project, by trade, by week.

Not at invoice time. Now.

Proof packs

At the end of any period, the platform generates a proof

pack: a complete record of who worked, when, at what

rate, with all approvals and compliance records

attached.

6.3 What This Means in Practice
For a specialist contractor running a 10-person team on a 12-week programme, UrProject replaces the

spreadsheet tracking who is on site and what they are being paid, the paper timesheets and the arguments

about hours, the email chain trying to confirm what rate was agreed, and the end-of-project reconstruction of



THE SPECIALIST CONTRACTOR'S LABOUR MANUAL urproject.co.uk

© 2026 UrProject Ltd. All rights reserved. Not legal or financial advice. Page 14

records for the final account.

It does not replace the relationships. It does not replace the judgement of an experienced contractor. It provides

the infrastructure that makes those relationships and that judgement commercially defensible.

UrProject is not a recruitment agency. It does not touch payroll. It is the operating infrastructure that sits

between companies and their workforce — locking rates, recording time, tracking compliance, and generating

proof.
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APPENDIX A

Labour Cost Calculation Template

Input Your Value

Trade / Role

Number of workers

Programme duration (weeks)

Working days per week

Day rate (agency charge or direct + on-costs)

Productivity factor (0.65–0.75)

Unproductive allowance (%)

Risk reserve (%)

Calculation Steps:

• Gross days on site = Workers × Duration (weeks) × Days per week

• Productive days = Gross days × Productivity factor

• Base labour cost = Productive days × Day rate

• Unproductive cost = Base labour cost × Unproductive allowance %

• Risk reserve = (Base + Unproductive) × Risk reserve %

• Total labour cost = Base + Unproductive + Risk reserve
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APPENDIX B

Commercial File Checklist

Use this checklist at project start to confirm your commercial file is properly set up.

■ Signed contract or order with scope of works attached

■ Agreed rate schedule for all trades and subcontractors (in writing)

■ Agreed programme with key milestones

■ CSCS card copies for all workers

■ Right-to-work verification records for all workers

■ Site induction records for all workers

■ CIS verification status confirmed for all subcontractors

■ RAMS in place and briefed for all trade activities

■ Daily log template set up and assigned to site supervisor

■ Timesheet template set up and approval process agreed

■ Variation log created and variation instruction process communicated

■ Weekly cost report template set up and review meeting scheduled
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APPENDIX C

UK Trade Rate Reference (2025)

Trade / Role Direct Pay (Day) Agency Charge (Day) London Premium

CSCS Labourer £104–£120 £128–£160 +15–25%

Groundworker £120–£144 £152–£184 +15–25%

Bricklayer £136–£176 £168–£224 +15–25%

Carpenter / Joiner £136–£176 £168–£224 +15–25%

Plasterer £128–£168 £160–£208 +15–25%

Electrician £160–£224 £200–£280 +15–25%

Plumber £160–£216 £200–£272 +15–25%

Steel Fixer £136–£168 £168–£208 +15–25%

Plant Operator (360°) £144–£192 £184–£240 +15–25%

Site Supervisor / Foreman £176–£224 £216–£280 +15–25%

Site Manager (temp) £250–£350 £300–£420 +15–25%

Rates are indicative national averages for 2025. Source: UK construction recruitment market data. Regional variation applies — London and

the South East carry a 15–25% premium above these figures.
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APPENDIX D

Key Compliance Reference

Requirement Applies To Penalty for Non-Compliance

CSCS card verification All workers on site Insurance voidance, site ban

Right-to-work check All workers Up to £60,000 per illegal worker

CIS verification All subcontractors 30% deduction rate, HMRC penalties

CIS monthly return Contractors £100–£3,000 per late return

Holiday pay accrual Temporary workers Employment tribunal claim

Employer's NI Direct employees HMRC penalties and interest

This manual is published by UrProject Ltd. The information contained herein is based on UK market data and construction industry practice as

of 2025. It is provided for guidance purposes and does not constitute legal or financial advice. Readers should seek professional advice for

their specific circumstances.

UrProject Ltd is not a recruitment agency. The platform provides labour delivery infrastructure — workflow, verification, records, and

compliance tracking — for construction companies and their workforce.
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