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Executive 
Summary
This report summarizes a survey of 50 construction payroll and 
back-office staff, highlighting the real-world challenges and 
compliance burdens they face in managing construction payroll.



Key findings reveal frequent workforce fluctuations, complex pay 
structures, significant audit preparation times, and high stress levels 
due to concerns about errors and penalties.



The report aims to bring awareness to these challenges and 
encourage industry-wide support for payroll teams.
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What stood out to me in this report is just how much 
pressure payroll teams carry. At Knowify, we want to do 
more than provide software; we want to back these folks 
up, ease the stress, and help them succeed.

Marc Visent, CEO & Co-Founder of Knowify



Introduction
Payroll administration in the construction industry is a critical yet highly challenging function that 
often operates behind the scenes. Unlike many other sectors, construction payroll involves 
managing a highly dynamic and diverse workforce that includes full-time employees, part-time 
workers, subcontractors, unionized labor, and non-union personnel dispersed across multiple job 
sites and geographical regions. This workforce experiences frequent changes driven by project 
phases, seasonal demands, and variable contract arrangements, making accurate payroll 
processing particularly complex.



Additionally, construction payroll professionals must navigate a complex web of pay rates, job 
classifications, union agreements, and legal compliance requirements, including prevailing wage 
laws and certified payroll reporting obligations. Multi-state and multi-city tax rules further 
complicate payroll operations, along with the necessity to track overtime, shift differentials, and 
irregular working hours accurately.



Given the complexity and stakes—where errors can result in costly penalties, legal risks, 
employee dissatisfaction, and audit failures—payroll and back office staff bear a high level of 
responsibility and pressure. Their work demands meticulous attention to detail, regulatory 
expertise, and crisis management skills.

This report explores these realities by drawing upon 
the experiences of 50 payroll professionals within the 
construction sector. Through a comprehensive 
survey, it captures key challenges, the frequency and 
causes of errors, time invested in audit preparations, 
sources of stress, and the support needs of these 
critical workers. 


By shedding light on these issues, the report aims to 
foster greater recognition of payroll staff's vital role 
and encourage industry-wide initiatives to provide 
better resources, training, and policy support tailored 
to this sector's unique demands.
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Survey 
Methodology

Key Findings

Workforce & Complexity

Respondents 50 payroll/back office staff from diverse construction companies

Survey Period August 2025

Method Online survey consisting of 15 mixed-format questions

Focus
Workforce changes, pay complexity, audit and compliance efforts, 

error frequency, stress levels, and suggestions for support

The majority of payroll professionals in the construction 

industry face frequent workforce changes. 


According to the survey, nearly three-quarters of 

respondents experience weekly or monthly fluctuations due 

to hiring, layoffs, or contract work. 


Managing a diverse mix of job roles, pay rates, and union 

rules further compounds the complexity of their daily tasks.

36.5%

23.1%

17.3%

23.1%

Weekly

Quarterly

Monthly

Rarely/Never

54%
of companies experience workforce size changes 
on a weekly or monthly basis, underscoring the 
fluctuating nature of construction labor.
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Managing multiple pay rates and job classifications emerged as the 
most complex challenge for many payroll professionals.

Other significant complexities include navigating union and non-union 
rules, as well as complying with multi-state and prevailing wage 
regulations, adding layers of difficulty to accurate payroll processing.

of payroll admins found prevailing 
wage and certified payroll 
compliance to be the most complex.

struggle to reconcile overtime 
calculations and irregular hours 
among the workforce.

Most Complex Payroll Aspects

26.9%
of the respondents highlight 
dealing with union and non-
union rules as difficult.25%

19.2%
struggle most with multi-state 
or multi-city regulations.17.3%

Key Findings

Prevailing wage compliance remains one 
of the most intricate challenges in 
construction payroll, requiring careful 
attention to classification rules, audit 
preparation, and a deep understanding of 
regulatory nuances. 


These complexities often contribute 
significantly to payroll errors and stress 
for administrators striving to maintain 
accuracy and avoid costly penalties.

The Realities of Construction Payroll: Challenges for Back Office Staff |   Page 4



spend 5–20 hours per month 
preparing for audits or compliance.

About

spend over 20 hours monthly, 
indicating a significant time 
investment.

Audit Preparation & Compliance
Key Findings

11 - 20 h
ou
rs L e s s  t h a n  5  h o u r s

5 - 10 hours

M o r e  t h a n  2 0  h ou
rs

29.4%

23.5%

37.3%

9.8%

40%

> 20%

Time Spent on Audits/Compliance

Audit Stress
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reported penalties or fines due to 
payroll errors, reflecting high 
regulatory risk.

38%Average audit preparation 
stress was rated

5.12 / 10

Payroll professionals dedicate a considerable amount of time each month to audit preparation and 
compliance reporting, reflecting the complexity and regulatory demands of construction payroll. 
This effort often generates moderate to high stress levels, with a notable portion of respondents 
having experienced penalties or fines due to payroll errors.



Pay Rates, Overtime & Errors
Key Findings

Tracking and applying diverse pay rates across multiple sites is a significant challenge for 
many payroll professionals. 


Most respondents report encountering payroll errors on a monthly basis, with overtime 
miscalculations and incorrect pay rates being the most common causes. These errors 
highlight the complexity and risk inherent in construction payroll administration.
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Overtime miscalculations emerge as the leading cause of payroll errors (about 38.5%).


Incorrect pay rate application closely follows, accounting for roughly 36.5%.


Compliance misunderstandings and employee misclassification are also significant, cited by 
roughly a quarter of respondents.

Overtime 
miscalculations

Incorrect 
pay rates

Co
m

pl
ia

nc
e

m
is

un
de

rs
ta

nd
in

gs

Em
pl

oy
ee

m
is

cl
as

si
fic

at
io

n

W
or

kf
or

ce
ch

an
ge

s

Ot
he

rs
Common Causes of Payroll Errors Frequency of Payroll Errors

No
.o

fp
ay

ro
lle

rro
rs

ea
ch

m
on

th
More than 6 errors
25.0%
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7.7%

1 - 3 errors
50.0%

None
17.3%



34.6%

25.0%
25.0%

15.4%

The Realities of Construction Payroll: Challenges for Back Office Staff |   Page 7

Not challenging

Moderately challenging

Slightly challenging

Extremely challenging

Nearly 50% of payroll professionals rate 
tracking and applying pay rates as 
moderately to extremely challenging. This 
indicates widespread difficulty in managing 
pay variability due to differing job 
classifications, union rules, and site-specific 
regulations.


Those who find it extremely challenging 
often spend considerable additional time 
ensuring payroll accuracy and compliance, 
which increases the risk of errors and audit 
issues. This complexity contributes directly 
to heightened stress levels within payroll 
teams.


Around 34% of payroll admins report that 
this task is not challenging, likely reflecting 
companies with streamlined processes, 
consistent pay structures, or effective 
payroll technology solutions that simplify 
pay rate management.

25% of payroll admins find payroll to be 
extremely challenging, underscoring that for 
some organizations, especially multi-state or 
union-heavy operations, pay rate tracking 
can be a major operational hurdle.


Difficulty in pay rate tracking correlates with 
the frequent occurrence of payroll errors, 
such as incorrect pay rate applications and 
overtime miscalculations, highlighting the 
importance of investing in better tools and 
training.

How challenging is it to manage different pay rates
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Stress & Wellbeing
Key Findings

Payroll professionals consistently report 
moderate to high stress levels, driven largely by 
the complexity of pay and classification rules 
and the unpredictability of work schedules. 


Many express concern over the fear of costly 
errors and penalties, alongside the burden of 
heavy workloads and long hours. 

Key stressors include complex pay rules, fear of 
costly penalties, frequent workforce changes, 
and heavy workloads.

One payroll admin shared that  
“complex pay and classification rules 

combined with unpredictable 
schedules make payroll  
processing exhausting” 

while another noted,  

“the constant worry  

of making costly errors 

that lead to audit  

penalties weighs  

heavily on our team.”

These sentiments highlight 
the intense pressures faced 
daily and the urgent need 
for enhanced support and 
resources.

Average reported stress 
related to payroll challenges

5.8 / 10

I often work overtime myself to ensure 
payroll accuracy and compliance, which 
affects my work-life balance.

Stress Level
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Support Needs
Key Findings

Payroll staff express a strong need for enhanced support and resources to manage the 
complexities of construction payroll effectively. 


Key requests include better training, improved software solutions, and clearer guidance 
on compliance to reduce errors and alleviate workload pressures.


Enhanced Training
Provision of targeted training on 
complex pay and compliance rules.

Improved Communication
Clear and timely data from job sites to 
reduce errors stemming from inaccurate 
time tracking.

Support Networks
Establishment of forums or helpdesks for 
payroll professionals to share challenges 
and solutions.


Policy Review
Simplification of payroll policies where 
feasible to ease administrative burdens.

Recommendations



The Realities of Construction Payroll: Challenges for Back Office Staff |   Page 10

Effective payroll management is crucial to the well-being of 
construction workforce teams, as it directly impacts stress levels and 
operational efficiency. Payroll professionals face significant challenges, 
including complex pay structures, compliance pressures, and 
unpredictable schedules, leading to high stress and error risks. 

Conclusion

Effective payroll management is the backbone of 

construction workforce wellbeing—streamlining processes 

and reducing errors not only eases stress for payroll teams 

but also strengthens overall project success.

Shreesha Ramdas, CEO & Co-Founder of Lumber



Lumber is the industry’s leading all-in-one construction workforce management 

platform that streamlines payroll, time tracking, safety, compliance, field productivity, 

rewards, and recognition. Designed for specialty contractors, Lumber's AI-driven 

platform emphasizes compliance and safety, providing complete customization and 

deep tech stack integration.



www.lumberfi.com

Knowify was built from the ground up with specialty contractors 

in mind. From pay apps to progress billing and everything in 

between, we know what it means to work in the trades.


www.knowify.com

Your premier destination for networking, information sharing, and 

essential marketing resources tailored specifically for construction 

firms across the United States. We are dedicated to uniting 

professionals in the construction industry, fostering collaboration, 

and equipping businesses with the tools they need to thrive in this 

dynamic sector.


www.constructionowners.com

https://www.lumberfi.com
https://www.facebook.com/lumberfi.inc
https://www.linkedin.com/company/lumberfi
https://www.instagram.com/lumberfi
https://x.com/lumberfi_inc
https://www.youtube.com/@lumberfi
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