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Firme in the construction industry build and renovate etructures. The
industry has four major sectors: residential, commarcial (mostly retail and
office space), industrial, and heavy and highway. Most construction is done
by independent contractors who must continuously compete for naw projacts.
Some are general contractors who bid for an entire project. Some general
contzractore hire all employees directly, but the more common practice is to
subcontract most of the work to speclalty trade contractora. This maane that
the mix of firme and employeas working on a project is constantly changing
from the initial stage of ground-clearing until the final touch-up of the
interior.

Conetruction work has a number of unigque characteristice that are
reflected in its industrial and work organization. Conatruction joba on a
particular site -are of relatively short duration. Job instability is
exacerbated by technological and financial forces. Most of the work is done
outeide, 8o work sechedulee are often interrupted by the weather. & larga
share of construction projecte is financed with borrowed money, making the
industzy extremely sensitive to interest rates and credit availability,

Construction work calls for a wide range of skllls. ESome tasks done by
laborers require absolutaly no training or previous work experlence, whereas
much of the work done by electricians requlrea years of training. Because
moBt jobs are short term, employers have no incentlves to'provlde training
unless the coste can be shifted to anothar party. Most conetruction skills

also are marketable outaide the industry.

I. INDUSTRY DEVELOPMENTS

Value added from the conatruction industry directly accounted for §
percent of the nation’s output and employment throughout the 1980s. The value
of construction projecta put in place accounts for § percent of national
output. This larger figure reflecte the fact that output and employment in

many other industries -- most notably lumber, cement, atona producta, metal
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products, and machinery -- 1s directly used as an input ln constructlion.

The industry has gone through a bust~boom-busgt cycle aince 1979.
Inflation socared to doubla-digit levels in that Year, partly because of
increased oll prices. Lenders requirad higher intereat ratee to offget the
greater losd in purchasing power. The prime rate rosa from 9 porcent 1ln 1978
to 13 percent in 1979 and 15 parcent in 1980. To reduce inflation, the
Federal Reserve Board pushed interest rates up even further. The prime rate
peaked at 19 parceﬁ; in 1981 and declined only modestly to 15 percent ln 1982
{modest because inflation had dropped to 4 percent in that year}). Othsr
interest rates, including home mortgages, followed a similar pattern.

The consequences of high interest rates for the conetruction industry
werd disastrous. Real GNP in construction droppad by 8.4 percent in 1980,
followed by further declines of 2.0 and 6.2 percent in 1981-82. Employment
fell by 2.6 percent in 1980, 3.7 percent in 1981, and 7.0 percent in 1982,
Unemployment for construction workers ip always higher than in other sectors
because of time needed to search for new work in batween jobka. It increased
from 10.1 percent in 1979 (ccmpared to 5.8 porcent for all experienced
workers) to 14.4 percent in 1580 and 20.1 percent in 1982 -- the higheat rate
in any major sector of the ecanomy since World war II.

The induetry recovered, along with tha rest of the sconomy, in the next
four years. OQutput grew by 3.7 percent 1n 1583 and 9.1 percent in 19684. Most
of the boost in 19684 came from two saectors: resldentlal and commercial. Later
in the 19803, state and local construction also plcked up. fedaral
construction stayed level throughout the decade and induatrial constructlon
activity stayed below its 1982 level for most of the decade. By 1985
construction employment had risen above its 1979 peak and contlnued growlng
through 1939,

Construction activity fell in both 1990 and 1991 and, at the time thls



was written, output remains below the 1989 lavel.! vValue put in place
declined from an annual rate of $464.4 billion in March 1990 to $394.3 billion
in Jupe 1591. Employment dropped by 1.0 parcent in 1990, 9.0 percent in 1991,
and 1.8 percent in 1992. The unemployment rate for construction workers
jumped upward in 1991 and 1992 to 15.4 and 17.1 percent,

The biggest decline in construction activity took place in the
commercial eactor. This was a consequence of overbullding that took Place in
the 19803, fueled by favorable changes in the tax treatment of etructures in
1981 (later reversed by the tax reform bill in 1986) and spaculative lending
by eavings-and-loans. Square footage put in Place in commercial and
industrial construction comsined wad lower in 1991 than in any year eince
1961; alwmoet all of this decline took place in tha commerclal sactor. There
also was a sharp drop in resldential consetructlon in 1990 and 1991.

The most notable trend in the compositlon of tha industry is the rilaelng
share of commercial constructlon in the 1980a. This sactor, which represanted
about 10 percent of all activity before the 1980a, grew to 17 percent in the
latter part of that decade. Industrial construction has declined in
importance. There also has been a slow but asteady drop in the share of publlc
constructlon from 30 percent in the late 1960s to 20 percent for much of the
1980s. HMoast of this drop comes from conatruction by ataté and local
governments. The federal government s direct share fell by one percentage
point in the 19808. The change in its indirect share is impoasibla to gauge
because there 13 no breakdown in the state and local construction series by
whethar the projects are fully or partlally funded by the federal government.

What implicatione do these developmante in the construction induetry
have for industrial relations? The most eignificant fact ls that despite the

growth in output aid employment that took place betwean 1983 and 1989,

'At the time of thls writing, the Commerce Department has suspended
publicatlion of its real output by industry eerles mince 1989. To¢ document the
industry‘s situation in the early 1990s, I usa inatead the data on value and
square footage put in place, published on a monthly basis by the Commerce
Department.
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economic conditiona largely have checked the pressure for wage increases.
Unemployment in therindustry never got below 10 percent in the 1980a, in
contrast to 1966-69 when it got down to & percent. The peak year for
commercial and industrial construction was 1985, but square footaga put in
Place that year was below tha praevious peak in 1979 and comparabla to the
level observed at the 1973 peak. This indicates that even in the healthiest
sector of the industry, there was lass pressure on wagas than in previous
expansionsa.

Second, the declining share of public sector conatruction implies that a
smaller share of conatruction jobe are being covered by prevailing wage lawa.?
These laws atill fégquently require union wage scales to ba paid to all
workers, thereby discouraging nonunion contractoras from bidding for this type
of work. With fewer jobs being covered by theame lawa, the competitiveness of
the open shop increaased,

Third, even though increased commercial construction normally would mean
more jobs for union workers, this may not have been the casa in the 1980s.
Much of the new office and retail gpace was put in place in new suburbs and

almost all of this work wae done by the opan shop. . |

II. THE WORKERS

Changee in worker characteristics in the construction industry are
reported in Table 1. Construction workers became younger, with the avarage
age declining from 37.0 to 35.7 between 1977-78 and 1389, The trend in tha
overall labor force runs in the opposite dirsction becausa of the aging of tha

baby-boomers. Construction is an exception because of a large drop-off in tha

1Prevaillng wage laws set minimum wage rates that are usually well above
the federal minimum wage for government-funded activities. The Davie-Bacon
Act sets minimum wages for construction projects that are federally funded.
Most states also have their own prevailing wage laws in construction. For
discussiona of theg provisions of these laws and their economic impact, aee
Allen (1983) and Thieblot (13286).



percantage of workers 45 and over (from 31l.1 to 23.7 percent of the labor
forcea). V

The racial mix of employment is an especlally sensitive lesue ln
construction. Even after the pasaage of the Civil Righte Act of 1964, many
union locals continued to engaga in overt diecrimination by race. A number of
policles were implemented to deal with this ilssue, including increased
enrollment of blacks in apprenticeship programs, regulations setting minimal
ratios for minority employment in publicly funded projecte, set-aside programs
for minority contractore, and, of course, litigation.

Despite these efforta, there was very little change in the racial
composition of the construction labor force in the 1980a. The percentage of
black employeeas did not change between 1977-78 and 1989. The union sector of
construction has made very modest progreae in hiring minorities, but there hae
been absolutely no progress in the open-shop. Tabulatione from the public uase
tapes of the Current Populatlion Survey show that the percentage of union
employees who were white dropped modeatly from 90.6 to 89.0 percent, wheoreas
the parcentage of nonunion employees who were white stayed at 91 percent in
both pariods.?

Schooling and occupation are signale of the skill level of the
workforce. Schooling levels for workers in the industry rose in the 1980s.

In 1977-78, 35.4 percent of the workers had not completed high echool; this
figure had dropped to 24.4 percent in 1989. A emaller share of workers is
employed ae managers and laboraers, whaereas a larger share ie¢ employed in

skilled crafte.! Because of changes in the occupational code ugad by the

Ironically, underutilization of minorities in union conaetruction is
usually clted as ar;argument for repealing prevailing wage lawa.

‘The occupational code was changed between the 1977-78 and 1989 CP5. To
make the coder comparable, the 1977-78 data were converted into the more
recent coding scheme using a Census Bureau concordance mapping three-digit
occupatione under the old code to ona-digit occupations under the new code.
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Censue Bureau, it is possible to make exact comparisons for a limited set.?
Ccarpenters dropped from 156.7 to 13.3 percent of the labor force and painters
dropped from 5.6 to 4.0 percent, whereaa electricians increased from 4.1 to
5.5 parcant of the labor force. More importantly, the combined share in tha
traditional skilled occupations categories dropped from 36.8 to 32.6 parcent.
Although a larger share of conetruction workers were employed in skilled
production jobs, a smaller share was employed in the traditional bulliding
trades. This is indicative of a traneformation in the nature of work across
traditional occupational linee. Further evidence in support of such a trend
ie the increase in the share of workers in a skilled trade but no specific

occupation from 0.2 to 2.1 percent.

III. LABOR INSTITUTIONS IN CONSTRUCTION

Historical background. The birth of today's union movement in the

building trades can be traced to Peter McGuire's launching of the United
Brotherhood of Carpenters and Joiners in 1881. Most other international
unions in the bullding trades ware organized by the end of the 19th century.
Union growth depended on organizing effortas and employer resistance. The
building trades offered workers improved wages, hours, and working conditiocne,
often along with bensfits in case of illnees or death, in return for an
initiation feas, union dues, and loyalty.

Union growth in this era hinged not only on overcoming employer
resistance, but also on ablility to compete with other unions. This was an
especlally touchy issue in the building trades because of the jurisdictional
issues that arose from their craft structure. Disputes over which union had

jurisdiction over which types of construction work were the main reason that

‘The mismatch rate in the concordance betwaean the 1970 and 1580 codes for
thesa occupations is 1 percent or laess of the count of persons in those
occupatione. In terms of occupational shares, this amounts to an error rate
that is well below 0.1 percédnt of all workers.
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the American Federation of Labor created ite Building and Construction Trades
Cepartment (BCTD) in 1908. ‘

Although there are numerocus historical accounts of the origine of the
building trades unions, moet of the focue is on personalities, strategies, and
ideclogies within the union movemant itself; relatively little ig written from
the standpoint of tha employer. Most shops were very aemall and many employers
had been union members themselves. In areas where most workers in a trada
were organized, employers had little choice but to deal with the unicn and its
business agent. Agents were quick to size up the opportunities in a situation
of such asymmetric bargaining power -- union racketearing becama a sarious
problem in a number of cities.' Sacondary boycotte were frequently used when
the building trades needed additional leverage. Segal (1970, p. 53) argues
that the relationship was beneficial in scme wayd for the employer. Tha
plumbere’ union provided lobbying support on L{ssues such ag bullding codes and
licensing; it alao helped 1imit competition by satting uniform wage rates and
limiting labor supply. Employer assoclations dradually were formed on a craft
basis in most major urban areas and thasa became bargaining unita.

Well before the Wagner Act, thae prehire agresment was the principal
instrument to commit contractors to use unicn labor. Under such an agreemant,
a contractor or an apeoclation of contractors would ugraa‘to hire union
membera at given wage rates and work rules over a specific time horizon. This
practics continued to prevall even after passage of the Wagner Act because of
the logletical difficulties of ﬁslng elections to gauge employee preferences
for union representation in the construction Lnduit:y. High turnover -
precludee ths stable attachment between a group of workers and an {ndividual
contractor that is necessary for an NLRB election; most construction jobs
would be over long befora the NLREB aever got around to counting the ballots.

Tachnically speaking, prehire agreemente violated the Wagner Act because

recognition was given to the unlon without the consent of the preclse set of

‘see Christie-{1956) for an account of union corruption at the turn of
the century.
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individuals who would be the contractor’'s actual employees. This lesue was
ignored from 1935 to 1947. 1In 1948, the NLRB carried out a pilot program of
construction elections and found, to no one’'s surprise, that the coats were
staggering. Eventually prehire agreements were legally authorized when Title
VII of the Landrum-Griffin Act of 1955 added mection B(f) to the NLHA.

Ihe unions. Almost all unionized workers in the conatrucﬁion industzry
are represented by one of tﬁa 15 national unions in the QCTD.’ Since the time
of the last IRRA-sponsored survey of industrial relations in thae construction
industry by Mllle (1980), there have been two mergers within the Building
Trades. On Rugust 16, 1979, the Internatlonal Unlon of Wood, Wire and Metal
Lathers merged with the United Brotherhood of Carpentsrs and Joiners of
America. on ﬁovember 10, 1988, the Tile, Marble, Terrazzo, Finishars,
Shopworkers, and Granite Cutters International Union morged with the
Carpenters and Joiners. A former member of the building trades -- the
Teamsters -- rejoined the fold in 1987, whaen the Teamsters reaffiliated with
tha AFL-CIO. The bullding trades are listed in Table 2, along with their
membership in 1979 and 1989 as reported by the unions to the AFL-CIO.

Excluding the Teamsters, membership in the Bullding Trades unions
dropped by 320,000 in the 19803, a 9.9 percent decline. In absoclutae toerme,
the unions euffering the 11:9951: drops in membership were ltho elactrical
workere (81,000), the bollermakers (54,000) and the laborers {65,000). (Many
of the logees of tha first two unlons took place in manufacturing.) In 7
proportional terms, the unions losing the most membere were the bollermakers
{42 percent), bricklayers {21), iron workers (24), painters {20), and
plasterers (22). |

There are some notable exceptions to this overall pattern of declining

membership. Two unlons actually became larger in the 1980s: the elavator

"The only other major union that bargains for workers in the industry s
the United Steelworkars of Amaerica, which absorbed the Unlted Mine Workers'
District 50 in a 1973 merger. The union represents 8,450 construction
workersa, most of whom do heavy-and-highway work in Pennsylvanla, West
Virginia, Kentucky, and New Jarsey (ENR, Aprll 26, 1990, p. 40). The union
contains workers from all crafts, which, it claims, leads to greater
efficlency by eliminating juriasdictional disputes. -
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constructore (6,000 increase) and the operating englneers (17,000). Two very
large unions =-- the carpaentere and the plumbcr- == saw their membership
decline only slightly.

Management grganlizastions. Most contractors are too small to have their
own labor relations staff., If they join their local ganeral or epecialty
contractor assoclation, they get representation ia contract nagotiations and
aseistance with the resolution of grievances. Local contractor assoclations
also help administer apprenticeship programs and provide services cutside tha
labor relations arena, such as lobbylng, public relations, and legal advice.

There are about 65 natlonal associationas that rap;esant general or
speclalty contractore.® The most visible assoclations include the Assoclated
Builders and Contractors, an open-shop organization of mostly apecialty
contractors; the Assoclated General Contractors, a group that is moetly union;
and the Hational hssociation of Home Bullders, the largeet organization that
ig mostly open-shop. In addition to assieting theirrlocll chapters, these
national corganizations provide public relations, reaearch and lcbbying
services.

The intereets of the owners of construction projecte wera firat
represented in 1969 with the formation of the Construction Users’ Anti-
Inflation Roundtable, consieting of 200 of the nation‘s léading chief
executive officers. This group merged in 1972 into the Business Roundtablae, a
broader organization that maintaing a Construction Cost Effectiveness Task
Force. The Business Roundtable has encouraged any and all etepa that it feels
would lower constructlon coste, lncluding opening up bidding to opan-shop
contractors and bargaining to make adjustments in union contracte.

Bargaining structure. The unionizqd portion of the industry la
concentrated in the commercial, industrial, and heavy and highway sectora. In
moet cases, especially in commerclial construction, bargalning takes place at

the local level between an assoclation of contractors and either a local union

‘The January/February 1591 issue of Construction Review, publiehed by the
U.S. Department of Commerce, includes a directory of contractor organizations.
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or a district council of locals. Usually local nagotiatione are limited to a
single trade. When contracts for the various crafte. expire at different timaa
of the year, thera is a heightened risk of a Btrike or lockout relative to
other industries. A number of institutional mechanisms have aevolved to daal
with this riask, including formal negotiations involving several tradea at once
and contracts that expire at the sams time across different tradea. 1In the
late 19608 and @arly. 19708, tha staggered structure of bargaining 4in
construction was blamed for unuaually high wage settlemants. Hany locals
followed a practice called "leapfrogging,” whare the nagotiated gettlaement in
one trade creates pressure for even larger settlements in negotiations for
other trades in that area and in nearby arsaa.

Although local agreements are the most common practice, thay are not
universal. Often there is a statewide agreement for heavy and highway
construction. The bargaining unit is national in pipeline and aelevator
construction; as wall ag soma industrial construction projects.

Even whan wages are negotiated locally, most unions have a national
contract that nppli;a to traveling contractors. These tontracts tend to be
short statements that the contractor wlill use union labor both directly and
through all subcontracts and will pay union scale, either as specified in the
local agreement or, if no such agreament exists, the natidnal agreaement. This
Arrangement protects the contractor from holdup problems with the local unions
and it relieves the local unions from tha risk of being unable to organize the
project. Local unions and contractor aggoclations have been known to
complain, however, if during a strike or lockout an outaide contractor
continues working under the natlonal agreemant.

A practice that has become increasingly more common in tha building
trades is the project agreement. Theasa agreements usually cover very large
Projects such as industrial or power plants construction where work goes on
for many years. Typically these contracts are designed to make union labor
more competitive by inclﬁding a no-strike pledge, with specific procedures to

settle any disputes, along with concessions on work rules. Betwﬁan 1979 and
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1581 there were 52 project agreements granted or pending, covering 83,344
employeea. By 1986 thare were 265 such aqréementi covering 117,18s
employees.’

a esou . Must workers complete an apprenticeship to
enter a union in the building tradea? Do unicnized employera have to hire
everyone through the hiring hall? Researchere who interview contractors find
widespread misconceptions about which human resource practices actually ara
followed, not to mentlon their effectivenesa.W

1. Training. Virtually all skills in the bullding tradee are
marketable across a wide range of employers. In this situation, according to
Becker’s model of investment in training, the employer has no economic
incentive to train unless (1) the costs of training can be passed to the
worker via lower wages and benefits or (2} no tralned labor is avallable in
the market, in which case the training cost Lla a subetitute for a general waga
inérense. One unique aspact of apprenticeship programs i1s that they encourage
inveatments in training by shifting eome of the coats of training from the
worker to other parties. Apprentices start at S0 percent of journeyman mcale,
with increases as they move through the program. Pay tends to be below
productivity in the firet year or two of the program, but above productivity
near the end, so that the employer and the trainee sghare Ehe coats. In
addition, adminlistrative costs are pald for by taxpayers and by all union
workers, who are assessed a fae for each hour worked to fund apprenticeshipa.

Apprenticeship programs traditionally have produced well-rounded, highly
skilled workera. Most programe run from three to five yearas and involve a
combination of on-the-job and classroom training. A substantial majority of
the programe in the building trades are affiliated with the unionited sector.

The unione recognize that their members must ba very skilled to command the

'National Construction Employers Council and the Building and
Construction Trades Department, AFL-CIO (1986), p. 1l1.

¥The moet thorough and recent such study is Bourdon and Levitt (1980).
The discussion below also draws from Mille (1972), Foster (1973), Northrup and
Foster (1975), Marshall et al. (1975), Allen (1984), and Northrup (1984).
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wages specified in tha contract. If tha skills of newly hired workere fall
relative to those of experienced workers, the common wage scale cannot be
maintained. At the same time, unlons recognize that the apprentliceship
program’s slze must be controlled. Tha plze of today‘s program determines the
supply of skilled labor in the future. 1In addition, unions have baen wary
that employers will use apprenticeship programs as a cheaper substitute for

exparienced labor.

Repeated studles have ehown that most unlon members have not completed
unlon apprenticeship programa. Apprenticeships are the main source of entry
for bricklayers, plumbers, shaet metal workers, and electriciang but not for
carpenters and ironworkers. 1In the most carefully dona quantitative 8tudy of
this issue, Marshall gt al. {1975) found that the two most important
alternative sources of training were working ae laborers or helpars on unlon
Job sites or informal on-tha-job tralning in the open shop.

Union apprenticeship programs remaln the most important source of
training in the industry today, but this doas not exempt them from criticlem.
Northrup (1984) argues that ralatively few jobs require the multi-faceted
skllls taught in t?p programa. The Business Roundtable (1982b) etudy of
apprenticeship prog;ama criticized the practice of advancing through the
programs based on time in the program rather than on sklli- maatered. It alao
criticized federal and state regulation of apprenticeshlp programs for setting
standards that often limit government support to unlon programas.

Traditionally most workers in the open shop hava received their tralning
on the job. Businees Roundtable {1982c) found that although the open shop had
60 percent of the conatructlon market, Lt accounted for merely 10 percent of
the expenditurea on training. Apprenticeship programs are administered by the
Aesociated General Contractors (AGC) and the Assoclated Bullders and
Contractora (ABC) Pormal, but these remaln relatively emall. Large copen-shep
contractores such as BE&EK, Brown & Root, and Flour Danlial have conducted their
own task-oriented programs for some tima. Simlilar approaches have been

daveloped by many ABC chapters via the Wheels of Learning program in the 1980s
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and the current programs baing operated by the Merit Shop Foundation.

2. Hirlng. Moat hiring by union contractors is done through informal
mechaniemes, such as applications "at the gate® and contacts mada through
frienda and relatives. Contracte often call for all hiring to be done through
the hiring hall, but in practice the hiring hall is most likely to be umed
when informal mechanisme fail to yield encugh applicante. Hiring hallas
usually are capablae of providing adequate numbers of workars who meet minimum
competency standards, thareby reducing recrulting and screening costs for
union contractors.

The Business Roundtable (1982a) criticized certain aspacte of hiring
proceduresa in the union sector, argulng that some locala impose restrictions
on the saelection of supervisors or uee the hiring hall to put pressurs on
contractors by limiting the quantity or quality of raferrals. Tha National
Construction Employers Council and tha Bullding and Construction Trades
Department of the AFL-CIO (1985) addressed the foreman issue in its Market

ec ndbogk, which encouraged locals to give contractors
responelbility for decisions involving foremen, Thair 1986 study found that
between 1980 and 1985 the share of local agreements that allowed management to
chooee foremen increased from 82 to 92 percent, wharoas the share of contracts
with no spacified ratio of foremen to journeymen rose fraﬁ 50 to 61 percant.

Obviously, employers ln the open shop face no restrictions on their
choicea of recruiting methoda or their eelection of employees. Open ahop
contractor organizationa have experimented with hiring halls, but most hiring
ia done through informal methods in emaller firms and through state-of-the-art
screening methods in the largest onas.

3. Work organization. Work at union jobsites is organized around the
principle of craft juriesdiction. Under this work system, each task is
allocated to one of the building trades, in effect giving that trade property
righta over a range of work assignments. The only benefit to employers from
this eyetem is that as long as the local maintains its skill and training

standards for membership, it provides some protection againat shoddy
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workmanship, e. g., if a worker falsely claims he has a particular skill.

This benefit is rather meager relative to the coets. Jurisdictional rules
frequently dictate that skilled journeymen do work that could have beaen dona
by semiskilled and unskilled labor. In addition, they raestrict flexibility in
work assignments when two different trades are close substitutes.

Union contracts sometimes spacify minimum crew sizes, forbid supervisors
to pick up tools, or restrict the ratios of helpers and apprentices to
Journeymen. When enforced, these provislons can increase conatructlion costs
considerably. The case study evidence on this ilesue indlcates that these
provislons often are ilgnored and, aven when they are enforced, tend to affect
coste only on small projecta. The Buslnass Roundtable (1982a) estimated that
crew pize restrictions raise coste by $42 million per year. Econometric
evidance in Allen (1986c) shows that restrictions on substitution batween
different types of labor increase costs by 2 percent.

In a fow areas, the bullding trades have reetricted management from
ueing the best available tachnology. 1In the aearly 1970s, only 12 percent of
union contracts contained limite on Prefabricated components or on tools and
squipment. However, over 70 percent of the contracts with plumbers and sheet-
metal workers had restrictlions on prefabrication and over B0 percent of
painters’ contracts had limits on tools and oqulpﬁnnt at éhat time. Ten years
later, Business Roundtable (15%82a) reported, "While a minor percantage of all
contracte sampled contain prefabrication limits, these restrictive clauses
waere found in one-half of the pipefitter/plumbar contracts."” They estimated
that across all types of construction these restrictlons ralsed costs by $30
million.

In the open shop contractors have complete flexibility in aseigning
tasks to workers and selecting materials, tools, and equipment. Without craft
juriedictions, workers are trained to learn skills that cut across a number of
trades. Without ratlos specified in the contract, the employer i@ free to use
any mix of laborers, semiskilled, and skilled labor. This is always clted as

the main competitive advantage of tha opan shop.



15

IV. UNION DENSITY

~ The Current Population Survey has contained a quastion about union
membership in the May survey in 1970 and from 1973 to 1981; a question on
contract coverage wag added in 1578. S8ince 1983, these quastions have baeen
part of the monthly survey. The same union membership question appeared in
1966 in the Survey of Economic Opportunity. This informatlion was used to
calculate an internally consistent series in Table 3 of the percentage of all
employees iln the construction induatry who are union members or who are
covered by collective bargaining agreementa.

Between 1970 and 1992, unlon density (the percentage of employees who
report themselvee to be union members) in the construction industry has fallen
almost by half. 1In 1970, 42 percent of tha employees in the construction
induetry were unlon members; in 1992, only 22 perceant were. The downward
trend in unlon density has been steady -- throughout the 1970e and the first
half of the 1380a, it dropped by an average of one percentage polnt per year.
Particularly large declines wera obasarved betwean May 1977 and 1978 (4
percent) and May 1981 and 1983 (5 percent). This decline stopped after 1987;
eince then, unlon denslty has stayed at 22 percent. The pattern for coverage
by collective bargaining agreements is quite similar. -

Age. Unlon denelty followa a concave pattern with reespect to age,
growlng rapldly for workers in their 20s and early 30s but then peaking out
and remaining flat for work?ra in thelir 40s and 50s. Thia pattern reflects
the fact that it takes three to four years to becoma sufficlently trained to
become a unlon journeyman. Alseo, many young workaers spend some time working
in construction, especially as unekilled workers on open shop reaidential
projects, but do not make a career of it.

Unlon density dropped across all age groups during the 19804, with the
largest declines taking place among younger and middle-aged workers. Thara
are two aspects to this decline that are important to understandr (1) union

membership still increases with age, but at a much slower rate, and (2) union



16

membershlp rates actually declined for most cohorts. Figure 1 breaks down the
difference between union deneity in 1977-78 and 1989 for private wage and
salary workers in blue-collar occupations into two componente: (1) a within--
cohort change, indicated by the distance bstween the line labelled =158%
actual” and that labelled *1989, no change within cohorts™ and (2) an across-
cohort change, indicated by- the epread between the latter line and that

laballed =1977-78."
Consider the drop 1n union density for workers aged 35 to 39 from 49

percent in 1977-78 to 26 percent in 1989. 1In 1977-78, 36 percent of all
workers aged 25 to 29 were union members, so the within-cohort drop in union
density is 10 percentage points. If the 1977-78 patterne for union density by
aga had held up, however, the union density rate for this age group would have
been 49 percent. Thus, the failure of union density to increase with age for
thls cohort accounts for another 13 points of the daclina.

Figure 1 shows that for workers batwean 40 and 54 in 1989, the within-
cohort change accounted for most of the drop in unionization, whereas for
workerd under 40 the across-cohort affects dominated. This indicates that the
decline in union density in the building trades i@ being driven by two very
different forces. Tha odds that middle-aged and older construction workers
would be union members are lowar than they were for thes -;me cohort 10 to 15
years ago. Although it is possible that this results from mobility of workers
from other industries who were never organized, the more plaueible explanation
is that many of the nonunion workers who are 40 and over are former union
members. The other force at work ie that workers in the new generation of
construction workers have not been organized. Baecausa many of them are now in
their 308, it is unlikely that they will ever get the type of training that
will qualify them for union journeyman status. Tha building trades hava
probably lost this genaration of workars.

other personal characteristice. The decline in union density was
inversely related to education levels. Among workers who did not complete

high schoocl, union density dropped by 20 percentage points, in contrast to a
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15 percentage pelnt drop for those with high school degress and an 11
percentage point drop among thoee with com; college. Unlon membership rates
for whites and nonwhites were more or less the same in both 1977-78 and 1989.
A higher percentage of men belongs to unions than women in both years, but tha
proportional declirg in union density wae about the same for men (38 percant)
and women (36 percent).

Occupation. In both the 1977-78 and 1989 samples, union deneity is much
higher for ekllled occupationa than for handlers, helpers, and laborara.
There are slx craft occupations that (a) were defined in nearly the same way
in both the 1977-78 and 1989 CPS and (b) had samplae wires of 100 or more in
both yeara. The drop in union density is much larger for painters (30 to 11
percent) and roofers (36 to 1ll) than for brickmasons and gtonamasons (44 to
32), carpenters (31 to 17), electriclans (58 to 40), and plumbaers and
plpefitters (56 to 41). This is consistent with the pattern in Table 1 where
the declinee in membership of the painters and roofers unlons were
proportionally larger than the decline across all building trades. Painting
and roofing are generally considered to be less gkill-inteneive than masonry,
carpentry, plumbing and electrical work. Unless there are offsetting wage
differentials, this would create a greater incentive for puilding owners and

contractors to find nonunion gubetitutes in the less skilled occupations.

V. EXPLAINING THE DECLINE IN UNIOK DENSITY

Employers are mcst likely to eign and abide by collective bargaining
agreements when three conditione hold, First, unions must have a near-
monopoly on the supply of skilled labor, which ie most likaly in areas wlth
active union apprenticeship programs. Second, the uniqn must have enough
solidarity to make atrike threats credible and coatly to employeres. Eacause
of workers’ abllity to work for a widc':nnga of employaers, including those

outside conatruction, and the high costs of delays to bullders, union atrike
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threate are quite powarful In a tight labor market. Third, union labor must
be better trained and more experienced so that the employer gets higher
productivity in return for higher wagea. If this last condition does not
hold, the employer has an incentive to renege on his relationship with the
union.

The discussion here will examine four plausible explanations for the
declina in union density: (1) wages and beneflits have ilncreased mora for union
than for nonunion workers; }2) the productivity advantage of union labor has
eroded; (3) contractors and owners have adopted strategles to control labor
costs; and (4) the labor lawe have been re-interpreted to give contractors
more flexibility in choosing thelr collective bargaining status."

Wages apd benefits. Table ¢ updates the estimates of unlon-nonunion
wage gaps from Allen (1988a). The first column reports tha eatimates from
that study for 1967, 1970, and May 1973-1983, The second column reports
eatimates for May 1973-198l1 and the full year 1983-1986 from Linneman ot al.
{1990). The third column reporte estimates for the full-year 1983-1992 that
weére generously provided by Professor Barry Hirsch of Florida State
Univereity, using a data base he developed with his colleague Profeesor David
Hacphe;aon. Even though the results are all obtained from the same data sat
(CP8), my estimates are somewhat larger than the others. -Thi- happens because
of modest differences in control variables and model epacification.?

The unlon~nonunion wage gap widened by a considerable margin in the late

19608 and the early 1970a. 1In 1967, union wages ware 38 parcent higher than

Another poesible factor, changes in worker and employer characteristics,
wag examined in Allen (1988a) and found to ba unlmportant. This conclusion
did not change when I updated the analysis.

" “Linneman et al. (1990) estimated a model acroms workers from all
industries with different intercepts for union and nonunion workera in
conatruction, whereas I estimate a model over workers in tha construction
industry only. 1In effect I have complete interactliona betwean industry and
all coefficients in the model, whereas they have an industry-intercapt
interaction. The other difference i@ that include controls for overtime houras
and a get of reglonal labor markst characteristics in thelr model, whereas I
do not. Hirsch restricts his sample to constructlon worker®s, but uses a
different set of control variables. He includes part-time status and veteran
Btatus, but does not include occupation.
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nonunion wages, whereas by 1973 the gap had widoﬁod to 54 percent. Such a
tremendous change in relatlve costs couplod with the weak attachments batween
workers and individual employers in the industry surely helped preclpitate tha
decline in union denaity in the 1970s. 1In 1979 both sets of estimates drop by
over ten percentaga points, but they increase in the early 1980a so that by
1983 both are higher than in 1979 although well balow what they were in 1973-
78. The Hirsch resilts show that the unlon-nonunion wage differential dropped
by nine percentage points from 1986 to 1992.

The wage differentlal between union and nonunion labor ig much lower
today than it waa {n the middle of the 1970s and is comparable to the wage
differentlal in 1967. If wage differaentials were the only factor driving the
decline in union density, then the unionired sector would have started
recovering market share in the 1980¢ inetead of continuing to drop. Although
a widening wage gap wae no doubt a key factor behind the Lfnitial decline in
union deneity, we must lock eleewhere for an explanation of why that declins
continued in the 1980s.

There are no data on benefit costs in construction broken down by union
status. The most expensive voluntary benefits are health {nsurance and
retirement plans. The CPS supplements on benefit coverage for May 1579 and
1988 ware used to calculate the proportion of union and nonunion workera in
congtruction who work for employers that provide these banefits. There has
been no changé in peneion coverage or participation rates for elther union or
nonunion contractors. Pensions are provided by the employer of 90 percent of
union members and 33 parcent of nonunion workere in both years. Hsalth
insurance. coverage is down from 89 to 80 percant among union members. The
share of nonunicn contractors that provide health insurance has gone up from
one-half td two-thirda. Tha critical element that is missing from these data
Ls the generoceity of the pension and héalth plang. A large increaee in
pension and health care costs per covered worker in union contracts relative
to the open shop would offaet the narrowing of the gap in health care

coverage.
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Productivity, The competitiveness of union labor depends not juet on
the wage differential with the open shop, but alsoc on the productivity
differential. In an economy-wide study using data from the Census of
Construction Industries, I found in Allen {1984) that in 1972 labor
productivity ie much higher in the unionized sactor of the industry than in
the open shop and that tha estimated Productivity difference between union and
nonunion laboxr ie about the same as the wage difference. Thia finding waas
further supported in my studies {(Allen (1986a, 1386b, 1988b)) of commercial
office huildings, private hbespitals, and retail space. Howevex, in publlic
construction, my studies of echools and hospitals (Allen {198&a, 1886b)) find
no productivity difference between union and nonunlon contractors, which I
attribute to prevalling wage lawe that shelter union contractors from the open
shop and insensitivity of the ownera of these Btructures to thelr cost.

All of these studies use data that were collected between 1973 and 1977.
I reexamined the situation with economy-wide data for 1982 in Allen {1988a)
and found evidence that the union productivity advantage had eroded. The best
avallable data set for ravisiting the gueetlion of how unlon and nonunlon
productivity compare is the 1987 Census of Construction Industries. In
previous studles using the 1977 and 1982 Census data, I was ablae to construct
a data set in which esach staté would hava three obaervatléns; one for sach
two-digit industry. The Current Population Survey no longer ldentifies two-
digit industry for construction employees and this information iB often
suppressed in emallaexr states in the Cenaus reports. As a consequence, the
sample used here conslats of 51 obeervations, one for sach state. To
facilitate comparimone between 1982 and 1987, I re-eatimated the model for
that year using the same aggregation secheme.

The point estimates of the union Productivity advantage in both 1982 and
1987 are implauaibly large -- 101 pPercent in 1982 and 76 percent in 1987,
both figures ara well above tha range of the union-nonunion differential in
wages. This indicates that the use of data aggregated by state is somehow

producing a gerious upward blaa in the union coefficient. If this blas is the
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same in the 1987 and the aggregated 1982 data, the change in the union
coefficient will etill indicate tha direction in which the union-nonunion
productivity difference is moving, admittedly a big if. The productivity
advantage of union over nonunion contractors has a 95 percent confidence
interval of 63 to 139 parcent in 1982 and one of 52 to 100 percent in 1987.
These results indicate that the odds of a decrease in the union productivity
advantage are greater than the oddes of an increase, but offer littla insight
into the magnitude bf whatever change has taken placa,

Mapagemept acti{on. Partislly in responee to the high strike rates and
rapid wage inflation of the lata 1960s and early 1970a, the owners of
construction projecte and the contractors that they employ have taken a much
more active role in controlling labor costs, steps that often involve
switching from union to open-shop contractors. The Construction Users’ Anti-
Inflation Roundtable, which lnﬁer evolved into the Business Roundtabla, was
established a@ a mechaniem to help give large industrial firms better control
over their conatruction costs.

The Roundtable has done two major studies highlighting problems in cost
effactiveneas in the induetry. The 1974 atudy dealt exclusivaely with problems
in the unionized sector of the construction industry: jurisdictional problems,
hiring halls, scheduled overtime, and reetoration of the ;ola of management.
The 1983 etudy wae more wide-ranging. Although it dealt with collactlive
bargaining, it aleo examined project management issues relevant to union and
oﬁen-shop construction, as wall as construction technology and government
regulation.

The Roundtable alec has acted in a lobbying capacity to deal with legal
and reqgulatory iessues related to construction coats. Although the Roundtable
has not explicitly called fér projeact owners to switch to the open shop, it
has aengaged in a number of activities that increase the likellhood of such
switchee. These include sharing information about union activities and
educating managers about strategies to deal with union igeuves. Tha impact of

the Roundtable on union density cannot be quantified, but that does not mean
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it 18 negligible.

Many of the firms that declda to use union labor on a particular
construction project do mo to malntaln good relations in thelr own collectlve
bargaining arrangemente. The overall decline in union density in the private
Bactor has made 1t less likely that flrms will unllaterally decide to use
union labor when they bulld new offices and plants. This has happened in part
because of simple shift-share factors and 1n part because the flrme that still
have unionlzed workforces are lese likely to have company pollcles that
automatically call for unlon contractors when congtruction needs arlse.

Labor lawe and thelr interpretation, The promise at the time that
prehire agreements were legally recognized by Landtum-Grlffin was that if
employees declded to change thelr representative or to become open shop, they
would follow the same pfocedure as in other industrles, namely to file a
petition and have an aelection.” This introduced an asymmetry into the law
wlth which some employers were naver comfortable. They were free to enter
into a prehire agreement, but they had to go through an NLRB election to get
ocut of one,

In R.J: Smith Congtructlion Co,, 191 KRLRB 693 (1971), the Board decided
that elthar party could unilaterally pull out of a prehire agreement unless
the union had proven that it represented a majorlty of a éontrnctor'n
employeas. The timing of this declslon reflects two factors: {1) Republlicans
returnad to the White House in 1969 and, with a lag, were able to influence
the compoaltion of the KLRB and (2) rialng union wage rates and an
unprecedented number of strikes in the late 19608 had created more pressure
for a shift in bargalning power toward employers. Thla doctrine was amanded

in l9hn_ngklg!s_ang,ﬁgng*_lng;. 281 NLRB 184 (1987) to prevent unilateral

repudiation during the perlod when the agreamant was in affect. However, upon

“In writing this section of the paper, I have drawn heavily from Northrup
{1989) and the testimony in U.S. Senate, Commlttes on Labor and Human
Resources, Construction Indugtrv Labor Law Amendments of 1987, Senate Hearlng
100-220 (Washington, D.C.: U.S. Government Printing Office, 1987), aspeclally
the prepared statements of Arthur F. Rosenfeld, ppeclal asslstant to the
sollicltor, U.S. Department of Labor, and Robert A. Georgine, president of the
Bullding and Constructlon Trades Department, AFL-CIO.
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explration, contractors were not obligated to bargain for a new agreement .M

The unions received another sericus blow in 2§IQE_EiEHII_!nﬂ_Eﬂnﬂ;_InE*,
206 NLRB 562 (1973). Xiewit had an agreemant with the Operating Engineere for
highway construction in Qklahoma for years. In 1972, they brought in a
subeldiary called South Pralrie Conatruction Company, which started bidding
for the esame work in the same state on a nonunlion basgls. The subsidiary
started getting contracts as Kiewit became increasingly reluctant to submit
bida. The ruling in 1973 held that Kiewit had not violated éhe NLRA. The
casa then went to the Court of Appeals and the Supreme Court, which sent the
case back to the HiiB.

The final NLRB declaion (231 NLRB 76 (1977)) saet up two tasts to
datermine whether thae practica of setting up a nonunlon éubsidiary, now called
"double-breasting, " was legally permisaibla, First, when a contractor has
union and nonunion subeidiaries, it must bae determined whether a "aingle
employer™ exists. Thia is a purely qualitative teast that depended on the
intarrelation of operatione, common management, and centrallzed control of
labor relationa. Second, there ls the question of whether the workers in the
subsidiaries have a sufficient “community of interests™ to be in the game
bargaining unit. In making this dacigion, the Board is io conglder “the
bargaining hietory, the filnancial integration of operatioﬁs, the differances
in the types of work and skilla of employees#, the extent of centrallization of
management and supervision, partlicularly in ragard'to labor relations, hiring,
digelpline, and control of day-to-day operations, and the extent of
interchange and contact between groups of employees. (Klewit 1977)"

hnother interpretation of the act that 13 uged in some cases is known as
the “alter ego doctrine.” Suppose a company transfers its assets and business
to a nonunion affiliate. Even though the original company has disappeared in
a legal sense, all that esgontlially has changed im the name of tha firm and,
of coursae, its collective ba}gnlnlng status. It has the sama equipment,

ownershlp, management, and custcmers and sometimes thae sama employees. Under

see Poltz (1990) for a more detailed discussion of Deklewa.
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this doctrine, the succeasor company i@ the alter egc of the original company
and cannot escape its collective bargaining obligations, regardless of whether
there is a community of interests for tha employoes.r

At the time of Riewit, the practice of doublebreasting was relatively
rare in the industry. Northrup and Foster (1975) mentioned the appearance of
the practice in a number of areas and predicted that it would become
wldaspfead. Their gift for prophecy is documented in Northrup’s (1984)
follow-up book. By 1983, 43 of the 50 largest contractors in the United
States were unlonizaed; of these 43, 22 had doublebreasted affiliates.

The gmith, Deklewa, and Elewlt decislons reduced the cost of terminating
a collective bargaining relatlonship. 1In thelr aftermath, a new market
developed under which contractors céuld buy legal and strateglc advicae on how
to switch to the open ahop.d Tha timing of these decisions colncidaes exactly
with the beglnning of the decline in union density. Except for the rather
modest revielons to the Smith doctrine under 5gklewg, the forca of these
decislons has not been diluted in subsequent years. They are clearly part of
the explanation of dablinlnq union density bacause (1) they gave employers
more flexibility in selacting thelr unlon status and (2) evan employers who
had no objactions to unlons on elthsr economic or ildecloglical grounde found
themselves faced with rising competition from the open uhob, no small part of
which came from double-breastad contractors.

Allen {1593) presents econometric evidance that the lmpact of the Kiewlt
decision may be espacially crucial. Before this case waa finally resolved,
the year-to-year varlation in percentage union in the industry could be
explained very well in terms of a single varlable -~ the unit cost difference
betwean union and nonunion labor. After the Riewit decision, union density
drops and, more critically, the correlation betwsen relative unit cost and
union density vanishes.

Desplte thease:lsgal shocks, two other factors should not ba ovarlooked.

UFor a good example of such advice, see the appendix by A. Samual Cook,
Epg. 1n Northrup (1984).
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The construction industry has gone through two very depressad periods over the
last 15 years and unemployment has been persistently high. In tighter labor
markets, contractors who broke prehire agreements or went doublebreasted would
have faced damaging etrikes. In the 1980a tha threat to withhold labor wag
not a credibla onae.

The public image of the bullding trades is another factor that cartainly
has not helped in their fight againet the open-shop. Many baby boocmers formad
a highly unfavorable image when hardhats disrupted damonstrationa against the
Vietnam War. The reputation of discrimination against blacks and women
remaine despite data showing that the underutilization problem is alightly
more severe in the opan-shop. A few locals have resorted to violance to try
to intimidate owne;;, contractors, and project owners. Finally, in New York
City and other areas, the locals remain corrupted by organized crima.'*

The Bullding Trades have pushed repeatedly for labor law reforme to
reatora the long-term recognition of prehire agreements and to eliminate
doublebreasting. These billes were approved by the U.5. House of
Representatives in the 99th and 100th Congress but never made it through tha
Senata.!”

The 15808 also saw a number of legislative battles over prevailing wage
lawa. Under Senate Bill 1171, introduced in 1983, the doiln: threshold for
coverage by Davie~Bacon would have been increased from $2,000 to $100,000 and
the definition of prevailing wage would have been changed to greatly reduce
the odda that it would be met at union scale.” This legislation met the sama
fate as the bills on doublebreasting and prehire agreements.

There has been more prevalling wage action at the state level. Until

“Sge Northrup (1984, pp. 351-~371) for a discussion of union violenca and
Ichniowskl and Preston (1989) for an examination of union corruption and
racketeering in New York City.

"Hearings were held for H.R. 281 in 1985 and 1987 and for S. 492 in 1987.

“For a complete discussion of these amendments, eese U.8. Congress, Senate
Committea on Labor and Human Resources, Davis-Bacon Act Amendments, 1983,
Senata hearing 98-337 (Washington, D.C.t U.S. Governmant Printing Office,
1983).
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1979, 42 of the states had their own prevailing wage laws covering publlie
conatruction that fell outside the jurisdiction of Davis-Bacon. Since 1979,
nine states have repsaled their prevalling wage lawi Alabama, Arizona,
Colorado, Florida, Idaho, Kansas, Loulsiana, New Hampshire, and Utah."
Construction labor relations got some attention in the 1992 prealdentlal
campaign. In October 1992, Presidant Bush lesued two exaecutive orders
tranesparently designed to woo support from nonunion coatractors. . Ons
suspended the Davis~Bacon Act in three etates that suffered damage from
Hurricane Andrew; the other barred contractors who enter into project
agreements with unions from bidding on federal contracts. The lifting of both

orders wao ona of President Clinton’'s first acts of office.®

VI. COLLECTIVE BARGAINING OQUTCOMES

Wage developmente in the industry since 1973 are exhibited in Figure 2.
The percentage increase in average hourly earninge for the entire industry
wavered moetly betwsen § and 7 percent through 1982, well balow the inflation
rate during that period. After 1982, wage growth was much slower, sticking
between 1 and 3 percent, again somewhat baelow inflation. hotwaen 1980 and
1992, average hourly earnings increased from $9.92 to $14.05, a 42 percent
increase. At the same time the CPI-U lncreased by 70 percaht, leading to a
drop in real wages by 17 percent.

Benefite accounted for 29 percent of compenaation in constructlon in
1991, costing $5.23 per hour. Legally required benefits cost construction
employers $2.36 an hour, much more than the $1.40 average acroes all

induatries. Legally required benefits cost much more in construction malnly

YFor details, see Thieblot (1986) and Northrup {1989).

®=Bush lets contractors in threa states hire at below-union rates,” Hall
Street Jovrnal, Oct. .15, 1992, p. A4 (Western adition); "Clinton cancels Bush
orders about unicne,* Wall Street Journal, February 2, 1993, p. A2 (Bastern
edition).
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because of the greater cost of workers compensation in such a high rigk
industry with relatively many small employere.¥ Between 1980 and 1991, total
compansation per worker -- including payroll taxee and benafitg -- grew by 58
percent, etill below the rate of inflation.®

Wage adjustments in collective bargaining agreements covering 1000
worker¢ or more in the construction induetry were greater than the growth in
wages for the induatry as a whole through 1981, often much greater. In 1574
bargaining agreemente called for increasas above 10 percent, whereas averaga
wages grew 6 percent. A similar pattern i@ observed in 1980-81. Since 1982
it hag been a completely diffarent ballgame. Union wage adjustments hava
tracked very closely with induatry-wide wage growth for the laast 10 years.?
These raw data are unadjusted for changes in worker or locational
characteristica. Table 4 showed that the union-nonunion wage .gap has declined
substantially in the 1980s, implying larger increases in wagea for open-shop
than for union workers.

Important steps have been taken in the 19808 to remove contract
provisions that make union labor noncompetitive. Construction Labor Resgearch
Council (1992) found that the excess costs assoclated with constraints in
collective bargaining agreements had baan-raducad by 40 percent from 1980 to
1992, The main improvements have come from reduclng wage premiums for
overtime and Saturday work and dropping provieions that call for pay when not
working.

Relationships betwaen unionized contractors and the bullding tradea seem
to have improved in the 19808 and 19908. As Saction VII describes in some

detail, there have been a number of ccoperative efforts between labor and

Tha source of this information ie U.Ss. Department of Labor, Bureau of
Labor statletics, ent aexeg and elg 75-91, BLS Bullatin
2389 (Washlngton, D.C.: U.S. Govarnment Printing offlca, 1991).

BThis information comes from BLS Bulletin 2389 and the october 1992 iesue

of Monthly Labor Review.

IThe source of this information 1s various March ieasues of Compepnpation

and Working Conditjons, formerly Current ¥age Developments.
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management at the national level, including eatablishment of committees and
elimination of burdensome work rules. There is indiraect evidence at tha local
level in the form of a sharp reduction in work Stoppages. Historically, the
otrike rate in construction has been higher than in most other industriesa.
From 1968 through 1975, construction became much more etrike~-prone -- 1
percent of estimated working time in conatruction was loat to strikes in
contrast to 0.2 percent for all industries. Thias no doubt led many project
owners and buildein to aeek alternatives in the open shop.

Since that time strikes have bacome low probability events in the United
States and this is especially trus in construction. Strike activity haa
fallen along all major dimensiona -- number of strikea, workers involved, days
idle, and percantage of working time lost. The percentage of working time
lost to strikes faell to 0.3 percent baetween 1976 and 1981. Changea in the
format used by the Labor Department to report strike statistics precluda
precise comparisons for the industry before and after 1982. Through 1983, the
strike rate remained highar, usually much higher, in construction than in all
industries. since 1984 thig no longer has bean true —- the strike rate is now
lower in construction than for tha economy as# a whola. Given.the savare
dacline in the aggregate strike rate in tha 1980w, this is a remarkable

turnaround.

VII. STRATEGIES FOR UNION RECOVERY

To recover market share, unions are following three strategies.™
Firat, their tactice for dealing with the open shop have become much more
competitive. Thomas Owens, director of organizing for the building tradaa,
haa davaeloped a data base to track all major constructibn projects nationwida.

This lets unions know about work that ia to be contracted in their area and

¥Some of the following discussion is drawn from "Toning up unieon
muscles,” ENR, April 26, 1990, PP- 36-40 and Business Roundtable (1993).
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provides feedback about pro&roan in competing againet the opan shop.

hAnother approach is to charge different wage rates for different typas
of work. .In many parts of the country there has been a longstanding practice
of charging lower rates for reaidential construction. This has been extaended
to more types of work, including asbeatos abataement.

Somg unione have used a controverasial tactic known as job‘tnrqatinq.
Under this approach, the union gives a contractor a rebate covering part or
all of the difference between union and open-shop rates so the contractor can
land a particular project that otherwise would have gona to the open shop.
This approach has proven popular in some locals becausa all members pay into
the fund, thereby spreading the cost of the concession beyond those working at
a particular job gite,

In economic terms this practice ie equivalent to Price discrimination,
It allowe a seller with market power (in this cace the labor union) to produce
more than it would if a single price were charged to all customers, thereby
making both parties better off. Even though price discrimination is a
atandard practice for busineesas, job targeting has been challenged in court
by the Aesoclated Builders and Contractors, a mostly nonunion trade group, on
the grounds that it ie nothing more than a clever reincarnation of the
kickback schemes used by corrupt business agente eince th§ turn of the
century. Metzgar (1988) points out that the subsidy *"muat be offared to
whichever contractoer wine the bid, whether union or nonuniony the union cannot
pick and choose a specific contractor.* Also those union membere who will be
affected by the subseidy must approve the practice. In 1989 the Wage and Hour
Divieion of the Department of Labor ruled that job targeting violated the
Davis-Bacon Act and cannot be used to obtain federally funded projects. The
ABC has filed an antitrust caee challenging tha lagality of job targeting for
privatse sector work.

When Toyota started to build its plant in Georgetown, Kentucky, in 1985
and refused to sign a project agreement, the unions launched a4  corporatse

campaign, described in Erlich (1988). The BCID ordered all locals to refuse
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to work on tﬁs gite, creating labor shortage in some crafts. Tha Kantucky
Bullding Tradaes brought cases guestioning the lagality of the tax concessions
that secured the plant. There were also mass demonstrations in a number of
citles. After eix months, Toyota signed a project agreement, recognizing the
costs of fighting the campalgn. The same tactlics are being followaed to
organize the BMW plant being bullt in Spartanburg, South Carolina.™

Some locals have "“salted* the workforces of open-shop contractors with
union membere to elther organize the project or disrupt it.. A recent practice
has been for union membars to daclars on job applications that they are union
organizerse, so that if thay are not hired they can file unfalir labor practice
charges with the NLR8.* The company runs the riek of expensive back-pay
asaesements and penalties requiring preferential hiring on future projecte Lf
it does not have defensible hilring procedures and criteria.

The second strategy is labor-management cooperation. The unions have
recognized that they need to work with contractore toward the common goal of
bullding back market share. Ona step toward this was accomplished when the
Natlonal Construction Employers Councll signed an agreement with the BCTD to
set up a "Market Recovery Program for Unlon Construction.®™ One objective of
this program was to davalop"tho collective bargaining program which ... will
assist in recapturing and maintaining the work for union Eonstruction.'”

This involves developing guidelines at the national lavel for how local
contract provisions should be adjusted to make unions more compatitiva with
the open-shop. These includes tha standardization of work conditlons across
different trades (especially those involving work scheduling), slimination of
inefficient work practices generated by elther unions or management, raeduction
of down time, and special agraeements for small commercilal and industrial work.

A second objective of the program is to develop local labor-management

H¥eUnions start BMW plant drive,™ ENR, April 12, 1993, pp. &-7.
*gee Northrup {forthcoming) for a thorough diascussion of this practica.

PRuilding and Construction Trades Department, AFL-CIO, and Natlonal
Construction Employers Councll (1%84), p. 1.
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committees. Host of the face-to-face interaction betwaeen unions and
management traditionally has taken place in confrontational situations, mainly
grievances and bargaining. "A key purpose of the local committees would be to
get the groups together to fﬁcus on common goals. The committeess would
monitor the size and growth of the open-shop in their area, identify
inefficient work practices, work to {mprove the collective bargaining process
itwelf (e.g., contract duration, acope of bargaining units), and engage in
public relations activities to win back project ownars. The PRIDE program in
St. Louis, which was set up in 1972, has been cited repeatedly as being
succeasful in preventing erosion of market share. However, there is no
gyatematic evidence on how these local efforts have worked out.

Another important Btep toward co-operation took place in 1987, when the
National Constructors Association and the BCTD enterad into thae National
Construction Stabilization Agreement. The agreement eatablished a benchm;zk
set of provisions to be used in project agreements. Thege provisions called
for greater flexibility in work Scheduling and assignmente and a no-strike
policy with financial penalties.® 7

The final strategy for dealing with the open shop challenge is
Political., With Democrats controlling the White House and Congress, the odds
that there will be labor law reforus favorable to the buiiding trades have
risen. Increased epending on infrastructure should lead to a graeater share of
jobs going to union members, thanks to prevaliling wage laws. Tha unionsg
received an extra advantage in securing contracts for public sector work when -
the Supreme Court ruled in 1993 that state lnd local authorities were free to
enter into union-only project agreements for publicly funded construction.”

The casae involved the §6.1 billion Cleanup of Boston Harbor.

Frconatruction Industry Group, Labor Set Pact to stam Job Losasea to

Nonunion Crewe,* Wall Street Journal, February 18, 1%87.

¥pyui d nd Conptruc g Co th i D
Asgociate erg and Contracto a chusetts/Rhod d n e
al., &1 u.s. L W. 4221 (March 8, 1993); "Unlons Win Case Before Supreme Court
For Control of Public Building Projects,* Wall Street Journal, March 9, 1993.
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Two counties and three cltles in the San Francleco bay area passed
pravalling wage laws governing private construction within those localities.
Under these laws, ;ravaillng rates are to be wet by the California Dapartment
of Industrlal Relations. These lawa have baen challenged in state and fedaeral
courts, A federal judge struck them down in 1991, ruling that they were
"impermiesible lnterference ln the collective bargaining process™ under tha
NLRA and also violated the Employes Retirement Income Security Act.”

According to the Business Roundtable (1993), some local unlons have beean
uslng the regulatory process to gain an edge on the cpen-shop. For inatance,
union members can threaten to pack public parmit hearings and volce (sowetimes
lesa-than-ﬁlncara) environmental concerns that are likaly to delay & projact
as a tactic to win a union-only project agreemaent. They alsoc can sollclt
inspections of cpen-shop job sites by OSHA br the state board for craft
liceneing. Glven the very high rate of unionization among tha public sector
workers who administer the regulatory apparatus, it ls easy to understand
management ‘s apprehension about these tactica.

Despite these competitive, cooperative, and political efforts, unlon
density 1@ never likely to return to itw 1970 level. The firms that havae gone
6pen-shop or double-breasted are unlikely to return, even undaer the most
optimlstic legislative -ceha:ioa. If there is to bae a union comeback without
radical revlisions in the natlon’s labor laws, the bullding trades muat
capitalize on thelr strongest asset —- training. Thls is especlally critical
now, glven the lack of success the unions had organizing and training younger
workers in the 19808. Because of technological change, the demand for skilled
labor i rislng throughout the economy. This would give wall~trained unlon
labor a competitive advantage as long as there 1@ no return to the huqd waga

Ancreases and high strike rates of the late 1960a and 1970s.

¥The sources of this information are L. Gordon Crovitz, "Stretching the .
Davis-Bacon,™ Barron’'s, April 15, 1991, p. 14, and “"Private-Project Wage Laws
hreo Set Back,” Wall Street Journil, June 26, 1591, p. BS (Bastern edition).
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Table 1. Percentage distribution of construction industry employees by aga,

gender race, w®choollng, and occupation

May
1977-78 1989
Age
Under 20 6.7 5.2
20-24 l6.6 13.8
25-29 14.4 18.4
30-34 12.0 16.7
35-44 19.2 22.2
45-54 17.8 4.1
55-64 . 1.1 8.4
65 and over 2.2 1.2
Gender
Male 93.0 90.4
Female 7.0 9.6
Race
White 91.4 90.5
Black 6.6 6.5
Other 1.9 2,9
Years of schooling
Under 12 : 35.4 24.4
12 431.5 50.5
13-15 14.7 17.0
16 or more 6.4 8.0
alor occupa na
Executive, adwinistrative, 11.6 8.0
and managerial
Professional speclalty l.8 2.5
Techniclans and related support 0.7 1.1
Sales 0.4 0.9
Adminletrative support 6.4 6.5
Service apnd other 0.8 0.8
Preclision production, craft, §2.0 55.1
and repair
Machine operators, assemblers, 1.7 1.7
and inspectorse
Transportation and material moving 9.4 9.3
Handlers, equipment cleaners, helpers 15.1 14.1
and laborers
Selected crafte
Brickmasons and stonemasons 2.5 2,2
Carpenters 16.7 13.3
Drywall installers 1.5 1.6
Electriclans 4.1 5.5
Painters, construction and malntenance 5.6 4.0
Plumbers and pipefitters 4.6 4.1
Roofers 1.7 1.9
Total, selected crafts 36.8 32.6

Source: CPS public use tapes.



Table 2. - Membership of unions in the Bullding and Conatruction Trades Dept.,

AFL-CIO
Membership (1000s)

Union 1979 1989 Change
Asbestoe workers 13 12 -1
Bojilermakers 129 75 © =54
Bricklayers 106 a4 T ~22
Carpenters 619 613 ~6&
Electrical workers (IBEW) 825 744 -B1
Elevator conatructors 16 22 6
Engineers, operating J13 330 17
Iron workers 146 111 =35
Laborers 475 406 -69
Palnters 160 128 ~32
Plasterera 50 39 ~11
Plumbere 228 220 ~8
Roofers 28 23 -5
Sheet metal workers 120 108 -12
Teamsters » 1161 -
Tile, marble, terazzo 7 L LA
Sum, excluding Teamstars 3235 2915 =320

*Teamaters, Chauffeurs, Warehousemsn, and Helpers of America affiliated on

November 1, 1987.

**Tlle, Marble, Terrazzo, Finishers, Shopworkaera, and Granite Cutters
International Union merged with United Brotherhocd of Carpenters and Joiners of

America on November 10, 1988,
Source: Gifford (1990)



Table 3. Percentage union members and percentaga coverad by collective
bargaining in construction, 1966-1591

] Percentage Percentage covered
Year unlon members by collectlve bargaining
1566 41.4
1970 41.5%

1973 39.4

1974 37.2

1975 37.0

1976 35.7

1977 35.7

1978 31.8% 37.5
1979 31.6 36.9
1580 30.8 34.8
1581 3z.8 38.9
1983 27.7 30.1
1984 24.8 26.4
198% 23.5 25,2
1986 23.0 24.86
1587 22.0 23.7
1988 21.6 23.0
1989 22.0 23.3
1590 22.5 24.0
19%1 22.5 24.1
1992 22.0 23.5

Sources: 1966-1981, Allen (1988); 1983-1992, Hirsech and MacPherson (1993).



Table 4. Estimates of the unlon-nonunion wage gap, 1967-1992

Linneman,
Wachter,

Year Allan & Carter Hirech
1967 7.7

1973 52.8 48,2

1974 51.4 51.2

1975 54.8 46.9

1976 54.8 48.0

1977 55.3 46.6

1978 55.0 45.9

1979 41.5 4.8

1980 47.2 a7.0

1981 38.8 36.2

1983 . 44.3 41.6 39.6
1984 42.5 41.0
1985 41.6 38.8
1986 40.4 38.3
1987 34.3
1988 1.8
1989 33.4
1950 28.8
1991 30,2

1992 29.0

Sources: Allen (1988a), Table 5, columns 2 and 3; Linneman, Wachter, and Carter
{1950), Table 4, row 2; Barry Hirsch, personal correspondenca.
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Figure 1. Percentage of construction workers in the private sector who are union
members, by age group, May 1977-78 and 1989.
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Figure 2. Percentage change in prices and construction wages, 1973-1991.



