BUILDING PROFITS

MARCH/APRIL 2026

6GC /€ '9€98

S8¥C-¥(O86 VAA PUnTIS ajeg

CBET ¥0H Od

ssun Ajegeg AnenD

syle|n ueug

170986 .L' S lG-9¥¥O_LnV¥M¥a‘¥¥¥¥¥¥¥¥¥¥¥*¥4¥¥




The Hidden Costs of Rework:
Protect Profit & Prevent Risk

By Brian Clarke & Kimberly Gamble

ave you ever been in a monthly progress meeting with project leaders only to discover they

are over budget, behind schedule, or both, and no one is sure why? Or did your project team

identify rework as the cause, but because an insurable event did not occur, they're now left
to figure it out?

Did you track this uninsurable loss? Was a Five Whys or lessons learned analysis performed? Or is
your organization destined to repeat the cycle?




This article examines the implications of
rework, drawing insights from industry
publications and expert analyses, and
explores its correlation with safety. It
-also includes lessons from specific safety
programs to help improve day-to-day
quality on the jobsite.

UNDERSTANDING REWORK
Rework in commercial construction
remains q persistent and costly chal-
lenge in the U.S. construction industry.

A 2024 survey reported that 70% of
survey respondents reported an increase
in subcontractor distress or defaults
compared to 2023. Quality of work was
one of the top three reasons for subcon-
tractor default.!

Construction financial professionals who
not only understand the potential cost
impacts of rework, but can also help
their organization identify, track, and
learn from rework are better situated to
identify and reduce variances in accu-
rate project cost assessments and con-
duct financial risk mitigation.

While rework can have varying defini-
tions, for the purposes of this article,
rework is defined as activities in the field
that must be done more than once or
corrected due to craftsmanship that
fails to meet contractual requirements,
specifications, design, safety, or quality
standards and their associated direct
and indirect costs.

There has been recent significant
research into rework, its financial costs,
and its leading drivers. The largest
uninsurable loss on a commercial con-
struction project is arguably the financial
costs and impacts of rework, which have
been found to vary between 0.05-20%
of contract value 2

Rework is more than just the financial
costs of redoing the work; it also
impacts project schedule, which could
lead to liquidated damage claims
from the owner and delay claims for
subcontractors.

There is also a correlation between
rework and worker injury rates, further
increasing costs.

Construction companies looking to
improve their quality control programs
should aspire to meet project specifi-
cations and reduce construction defect
claims.

These quality improvements and rework
prevention efforts must include the
frontline skilled craft workers who are
responsible for installing the work, much
like effective safety programs.

This promotes a build-it-right-the-first-
time culture that is critical to the proj-
ect’s success.

LABOR SHORTAGES &

SKILLS GAPS

The 2008 financial crisis led to a decline
in construction labor and the exodus of
experienced workers the industry is still
contending with today.? The construction
sector continues to grapple with labor
shortages, with the majority of contrac-
tors reporting difficulties in filling open
positions.

The Associated General Contractors of
America’s 2024 Construction Outlook
National Survey indicated that some

of the leading concerns for contractors
include the insufficient supply of workers
or subcontractors (56%) and worker qual-
ity (56%). In fact, 81% of surveyed con-
tractors view inexperienced skilled labor
or the workforce shortage as a challenge
regarding worker safety and health.*

As of 2024, the U.S. Bureau of Labor
Statistics reported that 22% of workers
in the construction industry are 55 and
older, while only 10% of the construc-
tion workforce are ages 16 to 24.5

Apprenticeships

On average, it takes 4-6 years to com-
plete a construction apprenticeship, with
completion rates as low as 53% in some
regions, further compounding labor
shortages.®

Apprentices and employees new to con-
struction learn mostly on the job; how-

ever, inadequate teaching of their trade
by journey-level skilled craftworkers can
cause apprentices to leave the industry.’”
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Training

Training workers properly can reduce
the likelihood of errors, which results in
less rework, saving money, and improv-
ing budget performance ®

The National Center for Construction
Education and Research (NCCER) is an
advocate for construction education

likelihood of accidents, errors, unaccept-

able quality work, and consequently,
rework.

To deliver quality built projects without
increasing worker injuries, construction
owners and contractors will need to
work together to retain the institutional
knowledge of departing skilled

management leaders, is an evaluation
of a subcontractor’s ability to perform
based on scope and previous comple-
tion of like-valued projects.

The prequalification process may also
require the submittal and review of a
contractor’s experience madification
rating and participation in safety, health,

craftworkers. environmental, and quality assurance

and control programs.

and training programs, supported by
research. For example, inadequate tech-
nical knowledge and lack of training and
experience are a significant causal con-
tributors to rework costs.?

THE CORRELATION BETWEEN
REWORK & CRAFT INJURIES

In commercial construction, it's a com-
mon practice for GCs to prequalify
subcontractors. This prequalification
process, often driven by financial risk

The experience modification rating —a
standard financial marker of a contrac-
tor's past safety and health performance
—isn't a strong future performance indi-
cator when used alone.

Additionally, loss of experienced workers
results in a skills gap, increasing the

Exhibit 1: INJ1 vs. Q5
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Recordable injury rate per 200,000 worker-hours (INJ1) vs.
the number of worker-hours related to rework per $1 million
of scope of project completed (Q5).

Exhibit 2: INJ1 vs. Q6
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Safety and health programs are general-
ly designed to address the active instal-
lation of work rather than the removal
and correction of errors. Therefore, it's
no surprise that rework can have a direct
effect on construction safety and worker
injury rates.

Researchers collected data from 32
projects ranging in value from $50,000
to.$300 million, conducting an empirical
inquiry into the relationship between
safety and quality.

The findings showed that there are two
statistically significant relationships,

or direct correlations, between rework
and Occupational Safety and Health
Administration (OSHA) recordable injury
rates and the first aid rate and number
of defects (Exhibits 1 and 2).1°

With the direct correlation established
in these exhibits, it is reasonable for the
construction industry to expect rework
and injury rates to move together.

Travelers Insurance’s 2025 Injury Impact
Report, which analyzed workers’ comp
claims filed over the past decade, report-
ed that first-year employees accounted
for “nearly half of all injury claims and
52% of the industry’s claim costs.""

%

USING THE SAFETY MODEL TO
UNDERSTAND & TRACK REWORK
COSTS

Today, contractors are beginning to
include inquiries about rework during
incident investigations as a safety-driven
step to identify root causes of accidents.

Most construction companies in the U.S.
operate as for-profit organizations, with
losses significantly affecting the bottom
line.

To fully understand the financial impact
of accidents, construction financial
professionals should get reports that
identify both the direct and indirect costs
of accidents. This should be tracked and
incorporated into management cost
reporting processes.

By providing a fuller picture of
incidents, safety professionals and

company leaders can make better, more
informed decisions about where to focus
prevention efforts and spend limited
resources.

This incident/injury cost-tracking work-
sheet can be used not only to report
losses, but also to educate personnel
ranging from company owners to proj-
ect supervisors on the financial impacts
of injury accidents.™

This sheet has been modified to allow
contractors to identify and track costs
of rework by project, scope of work, or
event so financial leaders can incorpo-
rate it into their project progress reports.

Once project leaders report rework costs
to financial leaders, the project supervi-
sion will recognize its full impact.

Encouraging this will lead to the recogni-
tion of the importance of sharing lessons
learned and educating craft workers in
quality expectations.

THE CORRELATION BETWEEN
SAFETY & HEALTH PROGRAMS &
QUALITY CONTROL PROGRAM
FRAMEWORKS

An accident is defined as an “unexpect-
ed event, typically sudden in nature, and
associated with injury, loss, or harm.”3
It's critical to track accidents, assign loss
values, investigate, institute corrective
actions, and hopefully identify and share
lessons learned to prevent recurrence.

Because the rate of serious injury and
fatality has not statistically declined in
alignment with non-serious or less-than-
fatal injuries, contractors have begun
identifying and tracking near misses
with serious injury and fatality potential
—investigating them, instituting correc-
tive actions, and sharing lessons learned.

This process can assist industry and
organizational safety improvements and
help safety culture progress from reac-
tive to interdependent. The key is to be
transparent and share information when
events occur.

When it comes to quality errors or
rework, the event and costs may only

The Hidden Costs of Rework

Zero Accidents Task Force

The Construction Industry Institute’s Zero
Accidents Task Force researched which
safety strategies have the greatest effect.

By evaluating owners and contractors
that achieved “zero injury,” the task force
identified safety orientation and training
as the second-best method for promoting
safety on jobsites.

Endnote

1. “Zero Injury Techniques.” Construction
Industry Institute. May 1, 1993.
construction-institute.org/zero-
injury-techniques.
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Case Study

For three months, while working for a
large commercial GC, the author ran a
test project tracking the hidden costs of
craft injury incidents of subcontractors.
The goal of this test was to share the hid-
den costs of craft injuries with the various
subcontractors’ management.

The core information was gathered
through meetings with the involved sub-
contractor supervisors to document the
hours involved with each incident (utiliz-
ing the rework cost worksheet').

Packets.including a copy of the first report
of employee injury and the corresponding
cost of incident worksheet were sent to
each subcontractor’'s management team.
A simple note stating a big number was
also attached.

Responses received from subcontractors

ranged from I had no idea” to "Am | get-

ting invoiced for these costs?” However,

the real unexpected engagement came

while preparing the documents for distri-
" bution to project subcontractors.

One member of the board of directors
walked into the copy room and asked the
safety professional, “What are you doing
with all these spreadsheets?” After a short
explanation, the board member was
asked if he wanted to see the performing
subsidiary’s hidden costs of employee
injuries worksheets for this project.

After a short review, he requested a copy
of every single cost report be sent to his
office. He was unaware of the high hid-
den costs of incidents and rework.

Notably, this board member was respon-
sible for the corporation’s estimating and
bidding departments.

Endnote

1. “Rework - Cost Sheet (Detailed).” Quality
Safety Times. qualitysafetytimes.com/
rework-cost-worksheet.
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be identified, reported, and shared if
the cause can be attributed to a design
change, drawing error, or delayed
request for information. For many, the
fear of admitting a mistake that could
cost you a job or the organization
money may result in covering up the
mistake. This eliminates any potential to
learn a lesson from the mistake.

Safety and health programs and quality
control program frameworks are similar
in design and implementation. In fact,
many smaller construction organizations
may even assign quality management
responsibilities to their safety and health
professionals.

This is a logical progression as both
professions have many similarities, most
directly the prevention of loss.

The parallels between these two sep-
arate but related roles extend far past
the procedural aspect of writing policy,
developing and conducting training
classes, and conducting inspections and
incident investigations.

A safety professional is most likely also
involved with:

e Developing corporate- and project-
specific contract documents

o Subcontractor prequalification

e Claims investigations and settlements
with claims adjusters

e Working with project teams on 30-,
60-, and 90-day look-ahead schedules
for possible impacts and identification
of prevention strategies

e Attending pre-award and pre-
mobilization meetings

Most contractors’ quality control pro-
grams mirror contractor safety pro-
grams in process and program structure.

Both include written policy statements,
inspection checkoff lists and required
documentation, contract language,
investigation protocol, standards, and
professional development expectations
for salaried staff.

What is often missing is the incorpora-
tion of quality discussions during craft
meetings and in the work procedures
plan (e.g., standard operating proce-
dures or pre-task plans).

Training & Certification for Quality
Control

According to the American Institute of
Architects (AIA), “Quality control in con-
struction involves multiple components
that ensure each phase of the project
adheres to established standards.” One
vital component of this is training and
certification.’

The AIA states: “It's vital to ensure that
construction personnel are properly
trained and certified for their roles. This
includes safety training, technical certifi-
cations, and ongoing education to keep
up with evolving industry standards and
best practices.”"

Given the complexity of construction

_ projects and rotating craftworkers, week-

ly safety meetings, often called toolbox
talks or tailgate meetings, have served as
a best practice for communicating with
craftworkers.

These meetings often include what's
going on that day, any site restrictions due
to crane work, traffic control, high haz-
ards, emergency procedures, company or
site policy expectations, accident reviews,
lessons learned, and safety topics.

OSHA document requests should include
meeting minutes in the compliance
inspections and accident investigations.
These meeting minutes can support
contractors’ training and communication
efforts during these inspections and
investigations. Many insurers will include
this in their audits as well.

By following this model, organizations
can raise the standard of craft quality
and share quality issues, expectations,
and lessons learned — all of which serve
to educate the craftworker.

RECOMMENDATIONS

The following are recommendations to
help improve quality on the jobsite.




e Contractually require trade contractors
to hold weekly quality trade-specific
training meetings during the same time
as the weekly craft safety meeting.

e Include case studies of company-
specific rework losses in foreperson
training programs, using the cost of
rework worksheet to personalize cost
impacts to individuals whose training is
most likely concentrated on production.

e Educate project leaders on rework:
what it is, what it costs, how to docu-
ment it, and how to prevent it.

° Develop an environment and culture
that fosters sharing lessons learned relat-
ed to craft and construction errors so
your organization can learn and improve.

e Incorporate project-specific quality
requirements in new hire orientations,
and invest in frontline supervision,
increasing workers’ ability to clearly

communicate expectations in stressful
environments.

e Identify and invest in quality-related
certifications and education for leaders
to facilitote mentoring craftworkers.

® Communicate quality expectations to
craftworkers in the same manner as you
communicate safety expectations on the
job during weekly meetings.

e Update pre-task plans to include
quality concerns in planning same as
safety concerns.

CONCLUSION

It can be difficult for organizations to
address a problem they did not know
existed.

Rework costs may only be tracked if they
can be turned into a change order or if it
is an insurable event — and most rework
that occurs during the project is neither.

The Hidden Costs of Rework

Finance Dashboard Q search

Your ERP. Your Data.

$400K

No Consultant Required. & .

$200K

$100K

Eclipse Construction ERP puts analytics where they

belong: inside your system, not behind a consultant. & ik (
* 100s of standard reports and inquiries
e Customizable dashboards with real-time data , R
e Visibility from jobsite to journal entry 7 ' raena Deveopment
e Drilldown to documents and transaction detail : B 52 compie

One system. One version of the truth. Total clarity. k7 g

EXPLORER Bookyourdemotoday at ey
CONSTRUCTION ERP SOFTWARE eXPIOFGrSOﬂwar e.com 1 » 2

CFMA Building Profits
March/April 2026 41




The Hidden Costs of Rework

Tracking rework and its associated costs
brings focus to prevention and educates
supervisors. The rework cost sheet can
help contractors identify rework losses
and narrow their focus.®

Contractually requiring all craft to
attend weekly quality meetings is an
opportunity to reduce rework costs and
reduce the probability of contractor
default.

In these meetings, experienced and
inexperienced craftworkers can clarify
expectations, learn from experienced
craftworkers, and share lessons learned.

Environments where quality conversa-
tions — much like those around safety
— are the norm must become standard
practice.

Fostering workplaces where industry
professionals can openly admit mistakes
and learn from them increases the
knowledge of the industry’s new skilled
craftworkers.

In practice, people often learn more
from their mistakes than from their suc-
cesses. The more an organization learns
from what went wrong, the more reli-
ably work goes right. BP
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