CONSTRUCTION MARKETS OVERVIEW

Union and non-union construction markets can be analyzed with a variety of national statistical data, all of which point to an erosion of the position of the union sector.  The importance of the industry itself has decreased relative to overall state and national economic activity. Indiana’s construction industry, like that in other states,  contributes a smaller share of economic activity than in the 1970s.  The difference in wage rates between the union and non-union sectors has diminished as well.  

Tracking demand for union construction services is difficult, despite greater availability of data on the web. Local construction market statistics are notoriously vague. There has been little change since the Business Roundtable noted the lack of reliable construction information nearly 20 years ago.

Building permits remain the foundation for much statistical reporting. The information included in permits varies tremendously among the municipalities that require them. Since most permit systems are structured to account for building inspections and fees, they  provide only a minimum of local market data. Permit data reveals useful information if compiled and analyzed but they provide little direct information about construction user attitudes toward unions.   

The relationships between employers, workers and consumers are particularly complex in the construction industry. The economic transactions usually depicted by supply-demand curves do not provide an explicit description of the power relationships between employers, consumers (construction users) and unions. Historical context is important to understanding these relationships and their effects on competition and market demand for union construction.  For example, large industrial users in groups such as the Business Roundtable and the National Association of Manufacturers developed alliances with open shop contractors in the 1960s and directly assisted employers in resisting union bargaining. The Business Roundtable may have shifted its focus away from the industry but construction users remain well organized across the United States.
Whether consumer attitudes or methods of purchasing construction services are a cause or a consequence of a decline in the union sector is an open question. The challenge: Can the union sector of the construction industry regain its market power?  Effective strategies require good market data to identify comparative strengths and weaknesses.    

The union sector of the construction industry now defends itself from claims that it is no longer capable of maintaining its local markets.  To some extent, this becomes a self-fulfilling prophecy, particularly with respect to the purchase of construction services.  If a large construction user believes the market dictates a choice of using only union workers to complete a project, this often precludes a consideration of open-shop alternatives.  If, on the other hand, the viability of open-shop contractors becomes established,  there will be increasing competition for work.   

This fact may seem elementary.  It is well understood that union workers are paid more than non-union workers.  Construction users in some parts of the country actually have encouraged competition based on wage differentials.  The popular image of the industry is that union construction suffers from a competitive disadvantage compared to the non-union sector.  Yet, the factors determining actual competition are complex.  For example, labor costs for union workers may be lower than for their non-union counterparts due to productivity advantages.  Higher paid workers do not always cost more.   

Understanding the economy lends an insight into the external forces shaping construction markets.   Basic economic literacy about unions and construction markets is a prerequisite.  We want to answer the question: how do local construction markets work?  Problems include a lack of reliable information about the industry, understandings of what unions do and how to define "local markets."  Ideally, we would want to know how resources are distributed and who controls the process.  

CONSTRUCTION MARKET CONDITIONS CHECKLIST

Can the union sector of the construction industry maintain its traditional markets? This exercise asks you to examine and describe market conditions in your jurisdiction.  

How many contractors work in your trade?
____________

Of this total, what proportion (in percent) are non-union?
____________%

What is the number of workers in your trade?
____________

Of this total, what proportion (in percent) are non-union?
____________%

What is the number of projects involving your type of work?
____________

Of this total, what proportion (in percent) is non-union?
____________%

What is the dollar volume of for your type of work?
$____________

Of this total, what proportion (in percent) is non-union?
____________%

Please estimate the proportion (in percent) of your work going non-union in the local market for the following types of projects:


Commercial _____%
Residential _____%


Institutional _____%
Industrial _____%

Compared to other building trades unions in the local market:

(choose one)

_____ my local union controls more of its work

_____ my local union controls less of its work

_____ my local union controls about the same
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Sources:  Steven Allen, "Declining Unionization in Construction, the Facts and the Reasons," Industrial and Labor Relations Review, 6, 12, 1988; Leo Troy, Union Sourcebook;  Bureau of Labor Statistics
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Figure C 

The Shrinking U.S. Union/Non-union Construction Wage Gap*
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