
 

Sub-Contracting 101 

The Advantages of Being A Subcontractor Vs. Employee 

Being a subcontractor versus an employee comes with distinct advantages, each 
appealing to different work preferences, lifestyles, and financial goals. If you're 
weighing your options, understanding the benefits of subcontracting compared to 
traditional employment can help you make an informed decision. 

1. Flexibility in Work Schedule 

One of the most attractive aspects of being a subcontractor is the ability to set your 
own schedule. Unlike employees who adhere to company hours, subcontractors have 
the freedom to decide when and how much they work. This autonomy can be 
beneficial for those who prefer a better work-life balance or need to manage other 
responsibilities. 

2. Greater Earning Potential 

Subcontractors typically negotiate their own rates and may earn more per project or 
hour than employees doing similar work. Since they are not bound by a fixed salary, 
their income potential is based on their skills, effort, and ability to secure contracts. 
Additionally, subcontractors can take on multiple clients, diversifying their income 
streams. 

3. Control Over Workload 

Employees generally work under direct supervision and are assigned tasks by their 
employers. In contrast, subcontractors have greater control over the projects they 
take on, allowing them to focus on work that aligns with their expertise and interests. 
This independence often leads to greater job satisfaction. 

4. Tax Advantages 

While subcontractors are responsible for handling their own taxes, they may qualify 
for various deductions that employees cannot claim. Expenses such as travel, 
equipment, professional development, and home office costs can often be deducted, 
potentially reducing taxable income. 

 

 



5. No Office Politics 

Being a subcontractor means avoiding company-related conflicts, politics, and 
workplace drama. Since they operate independently, subcontractors can focus solely 
on their work without being involved in hierarchical dynamics or internal disputes. 

6. Opportunities for Business Growth 

Subcontracting provides a stepping stone for entrepreneurship. Many subcontractors 
eventually build their own businesses, hire employees, or expand their services. This 
independence fosters innovation and allows skilled professionals to take their careers 
in new directions. 

7. Skill Development & Experience 

Subcontractors frequently work with diverse clients across various industries, gaining 
valuable experience that employees may not have access to in a single workplace. 
This exposure allows subcontractors to enhance their skills and broaden their 
professional networks. 

8. Personal Branding & Reputation Building 

Unlike employees who work under a company's brand, subcontractors can establish 
their own reputation and develop a strong personal brand. By consistently delivering 
quality work, they can become highly sought after in their industry. 

9. Ability to Choose Clients 

Employees typically work with clients assigned by their employer, regardless of 
personal preference. Subcontractors, however, have the ability to select whom they 
work with, allowing them to avoid undesirable clients and focus on projects that align 
with their values and career goals. 

10. Work from Anywhere 

Many subcontractors can work remotely, whether from home, a co-working space, or 
even while traveling. This flexibility makes subcontracting an appealing option for 
those who value location independence. 

While subcontracting offers numerous advantages, it’s important to consider the 
potential challenges, such as inconsistent income, lack of employee benefits, and 
self-employment taxes. However, for many, the trade-off is worth it, and the freedom 
and financial potential outweigh the downsides. 

 



Let’s Begin 

Starting as a subcontractor is an exciting step toward independence and greater 
control over your work. Here are some key steps to get started: 

1. Define Your Services & Niche 

Identify what services you’ll offer and in which industry you want to specialize. The 
more clearly you define your niche, the easier it will be to attract clients. 

2. Set Up Legal & Financial Structures 

• Choose a business structure (sole proprietorship, LLC, etc.). 

• Register your business name if necessary. 

• Obtain any required licenses or permits. 

• Open a separate business bank account. 

• Consider getting liability insurance to protect yourself. 

3. Establish Your Pricing & Contracts 

• Research industry rates to determine competitive pricing. 

• Draft contracts outlining terms, scope of work, deadlines, and payment terms. 

• Decide on payment methods and invoice templates. 

4. Build Your Brand & Marketing Strategy 

• Create a professional website showcasing your services, portfolio, and contact 
info. 

• Optimize your LinkedIn profile and other relevant social media. 

• Design business cards and other promotional materials. 

• Develop an elevator pitch for networking. 

5. Find Clients & Network 

• Reach out to potential clients directly through cold emails or calls. 

• Join industry groups, forums, or local business networks. 

• Utilize freelance marketplaces if applicable. 

• Network with professionals who may need subcontractors. 



6. Master Time Management & Organization 

• Use project management tools to stay organized. 

• Set realistic deadlines and manage workload efficiently. 

• Keep track of finances, taxes, and expenses. 

7. Continuously Improve & Scale Your Business 

• Gather client feedback and refine your services. 

• Upskill by taking relevant courses or certifications. 

• Consider hiring help if business grows. 

Making the leap into subcontracting can be both rewarding and challenging, but taking 
these steps will set you up for success.  

 

Common Mistakes To Avoid in Subcontracting 

1. Failing to Have a Clear Contract 

One of the biggest mistakes subcontractors make is working without a solid contract. 
A well-defined agreement protects both parties by outlining: 

• Scope of work 

• Payment terms 

• Deadlines 

• Expectations for revisions or additional work 

Without a contract, disputes over payments and responsibilities can arise. 

2. Underpricing Services 

Some new subcontractors set their rates too low to attract clients. While competitive 
pricing is important, undervaluing your services can: 

• Lead to burnout 

• Make it difficult to raise rates later 

• Signal lower quality to clients 

It's crucial to research industry rates and price your services fairly 



3. Ignoring Taxes & Financial Planning 

Unlike employees, subcontractors are responsible for their own taxes. Neglecting to 
set aside money for taxes or failing to track expenses can lead to financial stress. Best 
practices include: 

• Keeping detailed records of income and expenses 

• Setting aside funds for taxes 

• Consulting a tax professional 

4. Overcommitting & Taking on Too Many Clients 

Trying to manage too many projects at once can result in missed deadlines and lower-
quality work. Subcontractors should: 

• Set realistic workload limits 

• Prioritize high-value clients 

• Maintain a manageable schedule 

5. Not Marketing Yourself 

Clients won’t find you if you don’t actively promote your services. Many 
subcontractors rely on word-of-mouth but neglect: 

• Building an online presence 

• Networking 

• Showcasing testimonials or portfolio work 

A strong marketing strategy helps secure better opportunities. 

6. Forgetting to Set Clear Boundaries 

Some subcontractors struggle with setting boundaries, leading to: 

• Clients demanding free work or excessive revisions 

• Scope creep (where projects grow beyond the agreed terms) 

• Work-life imbalance 

Communicating limits early prevents unnecessary stress. 

 



7. Neglecting Professional Development 

Industries evolve, and staying competitive requires ongoing learning. Failing to update 
skills or keep up with market trends can make it harder to attract high-paying clients. 

8. Depending on Just One Client 

Relying on a single client for income is risky. If they stop needing your services, your 
income disappears. Diversifying your client base ensures financial stability. 

9. Not Having a Backup Plan 

Work can fluctuate, so it’s important to plan for slower periods. A subcontractor 
should: 

• Save emergency funds 

• Maintain multiple income streams 

• Stay proactive in finding new clients 

Avoiding these mistakes will set you up for success.  

 

Types Of Subcontractors 

Subcontractors come in various forms depending on their industry, specialty, and the 
type of services they provide. Here are some common types: 

1. Construction Subcontractors 

Construction projects involve multiple specialized subcontractors, including: 

• Electricians – Install wiring, lighting, and electrical systems. 

• Plumbers – Handle piping, drainage, and water systems. 

• Carpenters – Work on framing, cabinetry, and wood structures. 

• Roofers – Install and repair roofs. 

• HVAC Technicians – Install heating, ventilation, and air conditioning systems. 

 

2. IT & Tech Subcontractors 

Technology-focused subcontractors include: 



• Software Developers – Build custom applications and systems. 

• Web Designers – Design and maintain websites. 

• IT Support Specialists – Provide technical assistance to businesses. 

• Cybersecurity Experts – Protect companies from cyber threats. 

3. Marketing & Creative Subcontractors 

Businesses often subcontract creative professionals, such as: 

• Graphic Designers – Create visual branding and marketing materials. 

• Content Writers – Write blogs, articles, and marketing copy. 

• Social Media Managers – Oversee online branding and engagement. 

• Videographers – Produce promotional videos and commercials. 

4. Business & Administrative Subcontractors 

Companies outsource various business functions, including: 

• Virtual Assistants – Provide administrative support remotely. 

• Data Analysts – Process and analyze business data. 

• Project Managers – Oversee large projects for multiple clients. 

• Accountants & Bookkeepers – Handle financial records and reporting. 

5. Legal & Consulting Subcontractors 

Organizations often seek specialized expertise from: 

• Legal Consultants – Assist with contracts, regulations, and compliance. 

• HR Specialists – Manage recruitment, training, and employee policies. 

• Business Consultants – Advise on strategy, efficiency, and growth. 

6. Logistics & Transportation Subcontractors 

Many industries rely on subcontractors for physical operations, such as: 

• Truck Drivers – Transport goods for shipping companies. 

• Warehouse Operators – Manage inventory and storage. 

• Delivery Couriers – Handle last-mile deliveries. 



• Freight Brokers – Connect businesses with transportation providers. 

7. Medical & Health Subcontractors 

Some healthcare professionals work as subcontractors, including: 

• Physical Therapists – Provide rehabilitation services. 

• Travel Nurses – Fill temporary gaps in hospital staffing. 

• Medical Coders – Process billing and insurance claims. 

• Telemedicine Providers – Offer virtual consultations. 

8. Event & Hospitality Subcontractors 

Businesses hire temporary subcontractors for events, such as: 

• Caterers – Provide food services for occasions. 

• Event Planners – Organize weddings, conferences, and corporate functions. 

• Security Staff – Ensure safety at large gatherings. 

• Entertainers – Perform at social and corporate events. 

 

The Subcontractor Mindset 

Being a subcontractor requires a unique mental mindset—one that balances 
independence with adaptability, self-motivation with discipline, and ambition with 
resilience. Unlike traditional employees, subcontractors operate as their own 
business, navigating the complexities of contracts, fluctuating workloads, and self-
directed growth. 

Embracing Independence 

Subcontractors must cultivate an entrepreneurial spirit. Without the structure of a 
traditional employer, they determine their own schedules, set their own rates, and 
negotiate their own contracts. This autonomy is empowering but also requires strong 
decision-making skills and the ability to manage time effectively. It’s essential to 
approach each project with a business mindset, considering profitability, client 
relationships, and reputation. 

 

 



Building Resilience 

Work as a subcontractor can be inconsistent—there may be busy periods followed by 
quieter times. Financial stability depends on proper planning, including saving during 
peak seasons and diversifying income sources. Subcontractors must maintain 
confidence even during uncertain times, treating setbacks as learning experiences 
rather than failures. A growth mindset helps in adapting to new industry trends, 
acquiring new skills, and expanding professional networks. 

Adapting to Clients and Contracts 

Every client and contract is different, which means subcontractors must be highly 
adaptable. Flexibility in communication styles, workflow adjustments, and 
expectations is necessary to maintain positive working relationships. Negotiation is 
key—understanding contract terms, setting clear expectations, and advocating for fair 
compensation ensure sustainable success. 

Self-Motivation and Discipline 

Without supervisors providing direction, subcontractors must be proactive. Effective 
time management, organization, and consistency are crucial. Staying motivated 
means setting both short- and long-term goals, tracking progress, and celebrating 
achievements. Finding a balance between workload and personal life prevents 
burnout, ensuring long-term career satisfaction. 

Continuous Learning and Growth 

Industries evolve, and staying relevant means investing in education, certifications, 
and networking. Subcontractors must be willing to seek out new opportunities, 
whether through professional development courses or mentorship programs. Strong 
communication and marketing skills are essential to secure new clients and maintain 
a steady stream of projects. 

Ultimately, the subcontractor mindset is one of perseverance, strategic thinking, and 
self-reliance. With the right attitude and approach, subcontracting can be a rewarding 
path, providing flexibility, financial success, and a sense of personal fulfillment. 
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