Here's a pros/cons breakdown for Lump Sum vs. Unit Cost pricing:

Lump Sum Pricing

Pros:

Cons:

Faster bidding and negotiation, since both parties agree to one number up front
Easier for clients to understand and budget against, no surprises if scope holds
Simplifies contract administration and payment draws

Protects the builder's margin if costs come in under estimate

Risky on poorly defined scopes; any hidden condition (soil, existing structure, code
surprise) eats directly into margin

Encourages padding on uncertain items, which can make bids less competitive

Change orders become contentious, since every deviation from the original scope has to
be renegotiated

Offers no visibility into true unit costs, making it harder to benchmark performance
across jobs

Unit Cost Pricing

Pros:

Reflects true cost per unit of work, which sharpens cost tracking and job-cost accuracy
over time

Fair to both parties on variable-quantity work (excavation, concrete, site utilities) where
final quantities aren't known until work starts

Reduces disputes over change orders, since additional units are priced at the agreed rate
rather than renegotiated from scratch

Builds a reliable internal cost database for future bidding
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Cons:

Slower to bid and administer, since every unit has to be measured, verified, and
reconciled

Harder for clients to grasp a final number up front, which can create anxiety or trust
issues

Requires disciplined field measurement and documentation, or unit counts become a
dispute themselves

Can incentivize either party to argue over quantities rather than focus on the work

In practice: builders who lean toward lump sum tend to have a firmer grip on their overall costs
and run on more mature, systematic SOPs. That systemization is what makes lump sum viable at
scale. It carries higher variance risk in the early stages of a job or a build type they haven't run
before, but a builder with well-developed systems and historical cost data can price that risk

accurately rather than guessing at it.
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