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EXECUTIVE SUMMARY
The New Horizons Fo u n d ation (the
Fo u n d at i o n ) , a Heat i n g, Ve n t i l at i o n , and A i r
Conditioning (HVAC) and Sheet Metal Industry
I n i t i at ive, was established by leading sheet metal
and HVAC contra c t o rs and stake h o l d e rs in
conjunction with the Sheet Metal and A i r
Conditioning Contra c t o rs ’ N ational A s s o c i at i o n
( S M AC NA ) . The Fo u n d ation is invo l ved with a
number of i n i t i at ives including the identificat i o n
and analysis of wo rk fo rc e - re l ated tre n d s
a ffecting the HVAC and sheet metal industries
as a wh o l e.

Th roughout the United States (U. S.) economy,
union membership has declined significantly
in most industries, and unions in the
c o n s t ruction industry – including sheet metal
and HVAC – have not escaped this tre n d . I n
light of these deve l o p m e n t s, the Fo u n d at i o n
decided to sponsor a study focused on the
comparison of o p e rating costs between union
and nonunion sheet metal and HVAC
c o n t ra c t o rs. The intent of this study is to
d e t e rmine some of the operat i o n a l
d i ffe re n c e s, i f a ny, t h at may impact the
c o n t ra c t o rs ’ cost stru c t u re and re s u l t i n g
c o m p e t i t iveness (or seeming lack thereof) in
the marke t . These results can provide the
fo u n d ation with future industry and indiv i d u a l
c o m p a ny initiat ives to enhance operat i n g
p e r fo rm a n c e. The findings will prov i d e
c o m p a rat ive info rm ation for both union and
n o nunion firms of all types and size s.

FMI Corporation (FMI), one of the leading
management consulting companies
specializing in the construction industry, was
engaged in July 2006 to conduct a survey for
the Foundation to gain better understanding
o f the key operating costs and selected bu s i n e s s

p ractices for union and nonunion sheet metal
and HVAC contra c t o rs. The findings pre s e n t e d
in this study are the result of i n t e rv i ew s
conducted with selected industry stake h o l d e rs
and surveys with a rep re s e n t at ive sample of
H VAC contra c t o rs and re l ated firms thro u g h o u t
the country. The study was designed to acquire
s u b j e c t ive input on a variety of c o s t - re l at e d
issues for the HVAC contra c t o r. In all, re s p o n s e
was collected from slightly more than 100 firm s.
While the sample size does not support pre c i s e
q u a n t i t at ive metrics, we believe that the
c o n s i s t e n cy of responses provides stro n g
d i rectional input rega rding the cost stru c t u re
d i ffe rences between union and nonunion firm s.

Cost differences identified through this study
included the following:

■ Total Costs: As indicated by the perceived
cost differentials between union and
nonunion firms shown through bid prices
and cost information, the differences
ranged from 12 percent (%) to 21% higher
for union firms, depending upon job size
and public versus private work. In general,
the union firm is more cost competitive on
larger jobs (greater than $500 thousand
(K)) and public work.

■ Labor Costs: Labor rates are predictably
higher for union workers at all levels with
fully burdened rate differences from 22%
at the entry level, 33% at the apprentice
level, and 39% at the journeyman level.
These rate differences are consistent with
other industry published studies.

■ Fabricated Ductwork: Again, significant
differences exist with the union contractors
having costs about 20% higher than their
nonunion competitors.

1
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■ Crew Mix: The ratio of apprentices
(laborers) to journeymen (tradesmen)
provides another significant cost advantage
to the nonunion contractors. With
between a 5-6:10 crew mix ratio for union
firms versus a 30:10 crew mix ratio for
nonunion firms, the mix creates an even
more favorable blended rate for the
nonunion firm.

Balancing some of these cost differences, the
apparent higher productivity levels of the
union field workers help to mitigate the
enormous cost differentials existing with the
current model. In addition, according to
survey respondents, union firms have lower
field supervision/management costs, lower
employee turnover at all levels, and less
rework. All these factors help to narrow the
cost gap that exists today. Both union and
nonunion firms are enjoying strong backlogs
and profit levels due to the vibrancy of the
non-residential market. The strong market is
likely masking the inherent cost advantage of
the nonunion contractor. When the market
returns to more normal levels and
experiences the inevitable downturn, the
advantage to the low-cost producer becomes
more noticeable and critical.

O p p o rtunities for improvement exist for all
H VAC and sheet metal firms rega rdless of
t y p e, s i ze, and union aff i l i at i o n . Most industry
rep o rts indicate that a significant amount of
time in the field is considered “re c ove rable lost
t i m e ” and can be minimized through effe c t ive
field and management pro d u c t iv i t y.

For example, the survey results show profit
erosion (see Figure 22) for both union and
nonunion firms. Pre-job planning practices
(see Figure 25) are another area for

improvement as many firms spend little time
on this important job management function.
In addition, as indicated by the responses
dealing with training, many field/shop
managers are not receiving training in the
critical areas of planning and scheduling,
communication skills, and customer relations.

While the market is strong, many successful
contractors will use this time to better
understand and manage their costs while
investing in key areas to enhance current and
future performance.

KEY FINDINGS

Business Characteristics
The results of this survey overwhelmingly
represent the operating structure of HVAC
and mechanical contractors.

S u rvey respondents are large ly concentrated at
either end of the reve nue scale (less than $5 million
(M) and gre ater than $20 million, re s p e c t ive ly ) .

Both 100% union and 100% nonunion
respondents indicated that the majority of
their annual sales were attributed to non-
residential work. The 100% nonunion
respondents, however, reported a significantly
higher percentage of annual sales attributed
to residential work compared to the 100%
union respondents (approximately three times
as much on a percentage basis).

Survey respondents representing small
companies (less than $20 million) have a
stronger focus on the residential and service

2.1
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markets compared to large companies (equal
to or greater than $20 million) represented in
this study.

Organizational Issues

2.2.1 Median Number of Employees
The survey revealed some noticeable
differences with regard to the median number
of employees engaged in certain positions in
union and nonunion companies. Union
respondents reported approximately five to
six times the median number shop labor
indicated by nonunion respondents.

Stakeholder interviews and previous studies
suggest that union firms are more likely to
fabricate their own ductwork, which may
explain why some union companies tend to
employ a larger amount of shop labor relative
to nonunion companies.

2.2.2 Crew Mix
The survey results support the interv i ews and
reveal a significant diffe rence in crew mix wh e n
comparing 100% union firms with 100%
n o nunion firm s. This is most pronounced in the
ap p re n t i c e s / l ab o re rs to journ ey m e n / t ra d e s m e n
rat i o. On ave rage, n o nunion respondents staff
about three lab o re rs for eve ry one tradesman on
both large (equal to or gre ater than $20 million)
and small (less than $20 million) jobs. B y
c o m p a r i s o n , union respondents employ less
than one (between a 0.5 and 0.6) ap p rentice to
eve ry journ ey m a n . In other wo rd s, n o nu n i o n
f i rms rep o rt that they have a ratio of 30 lab o re rs
for eve ry 10 tradesmen and union firms rep o rt
t h at they have a ratio of o n ly about six
ap p rentices for eve ry 10 journ ey m e n .

The union firms may be compounding these
c rew mix diffe rences due to pre fe rred rat h e r
than allowed staffing options. One interv i ewe e
mentioned that these ratios we re often dictat e d
by labor agre e m e n t s, bu t , despite the fact that
t h ey we re allowed to have a slightly higher rat i o
o f less skilled wo rke rs, t h ey wanted to ke ep
m o re highly skilled wo rke rs on the job to drive
the wo rk and pro d u c t iv i t y.

Nonunion survey respondents note a much
greater dependence on laborers versus
tradesmen (apprentice/journeyman
equivalent). This is consistent with
comments made by several leading
contractors who were interviewed. The
survey indicates that this is one of the key
areas in which nonunion firms have
established a cost advantage. The cost of
field supervision as a percentage of annual
sales for union survey respondents is slightly
lower compared to that of nonunion
respondents (8% versus 11%).

In addition, interviewees mentioned several
times the loss of productivity as crew size
increases. One interviewee estimated that, for
every worker added, there is a 25% loss in
productivity. According to interviewees,
larger crews require additional supervision
and management, which is usually associated
with higher paid employees and therefore
increased costs.

Cost Factors

2.3.1 Labor Rates
The survey results describing labor rates for
union and nonunion respondents become
more disproportional with increasing
positions of authority and responsibility. For

2.3
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positions with lower authority and re s p o n s i b i l i t y, t h e
ave rage union inexperienced ap p re n t i c e / l ab o rer rat e
is 22% gre ater than the nonunion rate – a $6.34
d i ffe re n c e. Th e n , for positions of higher authority
and re s p o n s i b i l i t y, the union fo reman rate is 43%
gre ater than nonunion fo reman rate – a diffe re n c e
o f $ 2 6 . 4 9 .

The labor rates for all positions are
consistently higher in smaller companies (less
than $20 million) compared to larger firms
(equal to or greater than $20 million).

M o re than 80% of s u rvey re s p o n d e n t s, rega rd l e s s
o f union or nonunion labor posture, said union
l abor rates are higher than nonu n i o n
( ap p re n t i c e / l ab o re r, j o u rn ey m a n / t ra d e s m a n ) .
These results are consistent with comments made
by interv i ewees who estimated that union labor is
ap p rox i m at e ly 10% to 30% more ex p e n s ive than
n o nunion lab o r. I n t e rv i ewees at t r i buted the
higher union rates to re l at ive ly higher medical,
re t i re m e n t , and other benefits. S u rvey
respondents rep o rted slightly higher rat e
d i ffe re n t i a l s, s t ating that union labor is about 25%
to 35% more ex p e n s ive than nonunion lab o r.

Nonunion survey respondents perceived
smaller differences in labor rates for all
positions compared to their union
counterparts. Based on these results,
nonunion contractors may be underestimating
the rate differential. There are numerous
possible explanations for this, one being that
nonunion contractors, particularly in the
residential sector, do not really compete
against union contractors on a regular basis
and therefore are less aware of actual labor
rate differences. In addition, nonunion firms
may not be considering all of their labor-
related costs.

Another possible explanation may be that, in
some areas of the country, particularly in the

Gulf Coast region, the high demand for labor
is closing the labor rate gap between union
and nonunion craft labor. According to a
study conducted by PAS Inc., the annual
escalation rate for nonunion craft labor in
2006 was 6% to 10 % in many areas, and
even 12% in some areas, depending on local
economics (Engineering News-Record,
September 25, 2006).

2.3.2 Ductwork
Ninety-four percent of all survey respondents
answered that union-fabricated ductwork was
more expensive (22% more expensive, on
average) than nonunion fabricated ductwork.

FMI finds that the perc e ived price diffe rence is
consistent with interv i ew input, since many union
shops employ highly trained personnel who are
t y p i c a l ly paid higher labor rates compared to
n o nunion labor in similar positions.

Interviewees also believe that nonunion
contractors pay less since they can purchase
duct wherever they like. Fabrication costs are
generally lower for nonunion contractors as
well, since they can employ less costly
workers compared to union contractors.

2.3.3 Cost Breakdown
Based on the survey re s u l t s, union re s p o n d e n t s
h ave a higher direct cost component (71%)
c o m p a red to their nonunion counterp a rt s
( 6 4 % ) . Costs for labor appear to be the main
reason for this cost diffe rence between union
and nonunion study participants.

Overall, union respondents reported
significantly (10%) lower costs for materials
and equipment compared to nonunion
respondents. On the other hand, nonunion
participants reported 12% lower labor costs

© NEW HORIZONS FOUNDATION A Chance to Grow
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compared to union participants. These cost
differences are partially attributable to the
higher amount of fabrication done in-house
by union firms.

In an ex a m i n ation of the bre a k d own of c o s t s
by company reve nue (as a perc e n t age of a n nu a l
s a l e s ) , the survey data reveal that large r
companies (reve nue equal to or gre ater than 
$20 million) have ap p rox i m at e ly 15% more total
d i rect costs compared to smaller companies
( reve nue less than $20 million). F i xed and
va r i able overhead costs, on the other hand,
a re significantly lower for larger companies
c o m p a red to smaller companies in this survey.

This result may indicate that large union
companies tend to carry significantly more
direct costs compared to their nonunion
counterparts. Inversely, smaller, nonunion
firms tend to have higher fixed and variable
overhead costs. Labor costs are the primary
reason for these costs differences.

Pricing and Profits

2.4.1 Bid Pricing
Interviewees indicated that union bids were
typically 10% to 20% higher than nonunion
bids. These estimates were confirmed by the
survey in which 80% of the respondents
reported a bid differential of approximately
12% to 21%, between union and nonunion
bids, depending on customer type (public
versus private) and job size.

Interviewees perceived bid differentials to be
lower on public projects. Reasons for this
include the requirement for nonunion
contractors to pay prevailing wage rates,
making union contractors more price

competitive. This assumption was also
confirmed by the survey.

Interestingly, respondents perceived the price
differential between union and nonunion bids
to be greater on smaller jobs (less than $250
thousand, both on public and private jobs)
than on larger jobs (greater than $500
thousand). In other words, the perceived
price differential is inversely related to project
dollar amount.

Overall, the union versus nonunion price
difference is approximately 12% to 21%
between union and nonunion bids, according
to survey respondents. FMI believes that this
estimate is realistic, based on previous
industry research studies conducted
nationwide. For example, a similar
operational cost study conducted for the
Electrical Contracting Foundation revealed
that the average bid price of union electrical
contractors was about 11% higher than the
bid price of nonunion electrical contractors.

2.4.2 Net Profit
Both groups reported relatively high net
profit levels compared to historical standards
(9% nonunion, 7% union). These results are
quite a bit higher than historical profit levels
due in part to today’s strong construction
market coupled with the high-performance
profile of many survey respondents. The
respondents’ estimates of budgeted and
actual job profits indicated that profit erosion
is more problematic for union contractors
than for their nonunion counterparts, who
were often able to achieve higher actual job
profit levels to coincide with those budgeted.

FMI’s research indicates that there may be
some correlation between the higher levels of

2.4
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profit erosion indicated by union
respondents, and the lower levels of pre-job
planning and project schedule updating,
which these respondents indicated in
response to other survey questions.

Lower levels of pre-job planning than their
nonunion counterparts could lead union
contractors to encounter more unanticipated
problems on projects. These mid-project
problems, which can erode profits, are the
types of problems that can be avoided or
anticipated through thorough pre-job
planning. Similarly, less frequent project
schedule updating can result in reduced
efficiency and profitability. Often, these
challenges can be identified and overcome if
regular schedule updates are undertaken to
monitor and improve project coordination,
profitability, and productivity.

Both union and nonunion respondents assign
job profit responsibility in ap p rox i m at e ly the
same manner by ro l e. Union and nonu n i o n
respondents ap p o rtioned profit re s p o n s i b i l i t y
to project manage rs and estimat o rs at almost
identical leve l s, and both indicated that
fo remen also hold a significant level of p ro f i t
re s p o n s i b i l i t y, though the nonu n i o n
respondents more often indicated that
fo remen have profit responsibility than did
their union counterp a rt s.

Planning
According to survey responses, 47% of 100%
union survey respondents indicated that they
devote minimal time to pre-job planning and
s cheduling (2% or less compared to total
p roject durat i o n ) . Almost half t h e s e
respondents spent less than 1%. A similar
p e rc e n t age (22%) of 100% union survey

respondents also rep o rted that they spend
minimal (never or infre q u e n t ly) time conducting
periodic schedule updat e s. O ve ra l l , these re s u l t s
m ay explain why union contra c t o rs ex p e r i e n c e
m o re erosion on job profits compared to their
n o nunion counterp a rt s.

An operational cost study conducted by the
National Electrical Contracting Foundation
revealed very similar results. According to
this study, union electrical contractors
typically let their field personnel handle a
large percentage of the planning (on-the-job
planning and change orders). In contrast,
nonunion contractors – who presumably have
less confidence in their field laborers’ training
and background – typically have their project
managers develop extensive plans for all
aspects of the project, including the majority
of the pre-job planning.

In contrast, the majority (56%) of union
survey respondents reported that they involve
a larger variety of stakeholder types in regular
meetings to communicate planning and
scheduling information, compared to
nonunion survey respondents. There are two
ways of interpreting these results: one, since
union respondents spend minimal time pre-
job planning and scheduling, they are more
inclined to involve different stakeholders
further along during a project in job-site type
meetings and discussions.

A second reason for these results may be
explained through crew rat i o s : n o nu n i o n
respondents use a higher pro p o rtion of l e s s
experienced people in the field. C o n s e q u e n t ly,
nonunion contractors tend to conduct a
thorough pre-job planning process, as they
cannot rely as heavily on their field crews to
manage and adjust project needs on an

2.5
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ongoing basis (similar to the results found in
the National Electrical Contractors
Association (NECA) study).

These challenges are not unusual for 
the industry: in FMI’s 2005-2006 U.S.
Construction Industry Training Report,
project managers rated planning/scheduling
as their top concern and senior managers
placed leading/motivating as their number
one challenge. Field managers indicated that
communicating effectively was their top
concern in 2006.

Staff Development

2.6.1 Training Costs
Union respondents spend approximately
1.3% (of total sales) on out-of-pocket
training activities. When adding the
apprenticeship contributions, training costs
add up to about 1.9% for union contractors.
Nonunion respondents reported training
costs of 2%.

According to Training magazine’s 2005
Training Top 100, organizations nationwide
are allocating 3.7% of their budgets to
training. According to FMI’s 2005-2006 U.S.
Construction Training Survey, construction
companies were allotting only 2.7% of their
payroll towards training, or roughly about 1%
of sales.

2.6.2 Employee Turnover
Survey responses suggest that employee
turnover is not a significant problem for
many union contracting firms with low
turnover rates compared to industry
standards. This was also confirmed by
stakeholder interviews.

There was disagreement among the
interviewees as to whether union or
nonunion firms had higher turnover, and
several respondents mentioned that they
believe there is very little difference between
the two. According to survey responses,
turnover at union contracting firms is slightly
lower than at nonunion contracting firms.

Several interviewees mentioned that the low
turnover rates could be attributed to a strong
bonus program and recognition for
outstanding performance. This not only
motivated employees to remain with the
company but also fostered a sense of friendly
competition. Many respondents gave awards
for specific aspects of the job, such as safety.
Nearly all respondents mentioned the use of
events such as picnics, holiday parties,
sporting events, etc., to help establish a sense
of community, belonging, and teamwork.

Performance Effectiveness
Both union and nonunion survey re s p o n d e n t s
i n d i c ate ve ry similar beliefs about their ow n
p e r fo rmance and effe c t ive n e s s, though the
union re s p o n d e n t s ’ p e rc eptions rega rd i n g
p e r fo rmance and effe c t iveness in the areas of
s cheduling and pre-job planning may be
ove rs t ated (see ab ove results in the P l a n n i n g
section ab ove ) .

Union respondents indicate that a re l at ive ly
small pro p o rtion of their jobs re q u i re exc e s s ive
rewo rk , wh i ch is like ly due to successful union
t raining programs that prep a re wo rke rs to
p roduce high-quality wo rk pro d u c t s.

The majority of the union respondents (91%)
reported that fewer than 5% of their jobs
require excessive rework. Only about 9% of

2.7
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the union respondents indicated that 6% or
more of their jobs require excessive rework.
In contrast, only 74% of the nonunion
respondents reported that fewer than 5% of
their jobs require excessive rework. Of the
remaining nonunion respondents, 26%
indicated that 6% or more of their jobs
require excessive rework.

Issues Expressed by Survey
Respondents

S u rvey respondents cited seve ral issues of
c o n c e rn to HVAC and sheet metal contra c t o rs :

1. I n s u fficient labor ava i l ability and quality
(union and nonunion re s p o n d e n t s ’ c o n c e rn ) ,

2. Market competitiveness against nonunion
firms (union respondents’ concern),

3. Elevated and rising materials prices (union
and nonunion respondents’ concern), and

4. Adverse evolution of legal and regulatory
conditions that are causing respondents to
be concerned about problems such as mold
contamination liability, workers’
compensation claims, labor regulations, and
pension obligations (union and nonunion
respondents’ concern).

INTRODUCTION
Throughout the U.S. economy, union
membership has declined significantly in most
industries, and unions in the construction
industry have not escaped this trend.
Construction industry union experts place
unions’ loss of market share in the
construction industry at roughly 50% during
the last three decades.1 The Construction
Users Roundtable cites U.S. Bureau of Labor
Statistics figures, which estimate that open
shop market share has grown to between
70% and 80% in most market sectors.2

Similarly, the U.S. Bureau of Labor Statistics’
yearly union membership reports suggest that
construction industry union membership has
continued to falter since 1999, with slight
increases in union membership being
followed closely by significant declines in
membership during subsequent years.3 See
Figure 1 on page 9.

Challenges
While many factors, both internal and
external, have contributed to declining union
market share and membership in the
construction industry, image problems and
member recruitment and retention are two
foremost concerns. Unions’ image problems
in the construction industry have been
formed by many years of tension between

3.1

3

2.8

1 B re s l i n , M a rk . “Unions A re at a Critical Cro s s ro a d s.” Engineering New s - Re c o rd . 0 6 - J U N - 2 0 0 5 .
2 “ C o n f ronting the Skilled Construction Wo rk fo rce Short age.” The Construction Users Ro u n d t abl e. J U N - 2 0 0 4 .
3 United States Dep a rtment of L ab o r: B u reau of L abor Stat i s t i c s. Ye a rly Union Membership Rep o rts (2000 to 2005). w w w. bl s. gov.
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unions and union contractors with project
owners, and tensions within organized labor
have exacerbated unions’ image problems
within the construction industry.

In examining these factors more closely,
unions’ image problems in the construction
industry are not a recent development. For
many years, project owners’ feelings toward
the internal tensions and jurisdictional
disputes within organized labor have ranged
from concern and frustration to outright
vocal displeasure.4 In recent years, the
internal tensions of the American Federation
of Labor-Congress of Industrial

Organizations (AFL-CIO) have resulted in
well-publicized schisms within organized
labor – particularly noteworthy were the
departures of the carpenters and the
teamsters from the AFL-CIO and its Building
and Construction Trades Department.5 From
a project owners’ perspective, splits such as
these only increase the likelihood of
jurisdictional disputes and other internal
tensions that sometimes cause delays and
walkouts, which quickly derail schedules.
These disruptions can create an adversarial
relationship between union labor and project
owners, which can result in unnecessary costs
to owners.6 Despite the higher worker

4 “ M e chanical Crafts Unite to Protect Tu r f.” Engineering New s - Re c o rd . 1 9 - S E P - 2 0 0 5 ; and Wi n s t o n , S h e r i e. “A Fresh Ap p ro a ch to Union Pro j e c t s ; A n
u nusual industry coalition tackles extended ove rt i m e, wo rk disru p t i o n s, and other issues.” Engineering New s - Re c o rd . 2 8 - J U N - 2 0 0 4 .

5 Ru b i n , D eb ra K., and E. M i chael Powe rs and Bruce Buck l ey. “Union Shifts and Market Shakeups Cre ate Complex Trade Re l at i o n s.” Engineering New s -
Re c o rd . 0 4 - S E P - 2 0 0 6 ; See also Tu ch m a n , Ja n i c e. “Coalition Moving Fo r wa rd on Wo rk Fo rce Initiat ive.” Engineering New s - Re c o rd . 2 2 - N OV- 2 0 0 4 .

6 I d .

Figure 1: Construction Industry Union Membership (1999 to 2005)
Source: U nited States Dep a rtment of L a b o r: Bureau of Labor Statistics
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qualification levels, project quality, and safety
standards, which unions may promote to
increase market share, apprehension regarding
possible significant and costly interruptions in
work, combined with higher union labor
rates, can cause project owners to favor
nonunion labor.

Along the same lines, u n i o n s ’ re c ruitment and
retention pro blems stem from the longstanding
n egat ive perc eptions of those outside the
c o n s t ruction industry, rega rding care e rs in the
i n d u s t ry. These negat ive perc eptions grew
alongside the unions’ i m age pro blems with
p roject ow n e rs and peer, n o nunion constru c t i o n
f i rm s. Fa c t o rs further ex a c e r b ating the
re c ruitment and retention pro blems facing the
c o n s t ruction industry ove ra l l , and unions in
p a rt i c u l a r, h ave been the rise of n ew tech n o l ogy
c a re e rs involving computers and concurre n t
shifts in education tre n d s.

Demographics are also changing, and this is a
further concern for recruitment and retention
problems facing unions in the construction
industry. The baby boomer generation’s rate
of retirement will only increase in the coming
decade, thereby increasing the need for
recruitment, while reducing the numbers of
skilled journeymen to participate in
apprenticeship and training programs.7 In
2004, the Construction Users Roundtable
estimated that, given the high rates of
attrition in construction trade and craft
positions, the construction industry would
need to recruit 200,000 to 250,000 new craft
workers per year to meet the industry’s future
needs.8 Unions’ recruitment and retention

efforts must be especially pronounced, given
their ineffective performance in countering
decreasing union membership in recent years,
and in light of the compounding effect that
the national demographic shift will have on
the trade and craft labor shortage in the
construction industry.

Positive Movement
Unions are addressing image, recruitment,
and retention problems, and proactive steps
are underway to address these shortcomings,
as part of a greater effort to increase union
market share and membership.

F i rs t , with rega rd to image pro bl e m s, u n i o n
wo rke rs have taken part in pro d u c t ivity analy s i s
and improvement measures such as the re c e n t
C o n s t ruction Industry Institute’s effo rt to cre at e
p ro d u c t ivity metrics that will help its members
to bench m a rk both engineering and
c o n s t ruction projects against other pro j e c t s.9

Pa rt i c i p ation like this by union wo rke rs helps to
i m p rove union lab o r ’s image within the
c o n s t ruction industry by demonstrating that
u n i o n s, l i ke other orga n i z ations in the
c o n s t ruction industry, a re interested in
i m p roving pro d u c t ivity and eff i c i e n cy.

Next, efforts by unions to reorganize for
greater cooperation and more efficient
resource utilization appear to be somewhat
successful. The AFL-CIO’s Metal Trades
Department has recently suggested possible
affiliation with the Building and Construction
Trades Department, which is revising its

3.2

7 B re s l i n , M a rk . “ O rga n i z i n g : An A n a lysis of Options and A l t e rn at ive s.” B reslin Strat eg i e s, I n c. G e n e ral Pre s i d e n t ’s Rep o rt . A P R - 2 0 0 6 .
8 I d .
9 Tu ch m a n , Ja n i c e. “ P ro d u c t ivity Bench m a rking Effo rt Produces Re s u l t s.” Engineering New s - Re c o rd . 0 7 - AU G - 2 0 0 6 .
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operations in the wake of the teamsters’ and
carpenters’ departures.10 Additionally, six of
the mechanical crafts have formed the
Mechanical Allied Crafts Unit, a new division
within the Building and Construction Trades
Department, which they hope will allow the
plumbers, boilermakers, electrical workers,
ironworkers, asbestos workers, and sheet
metal workers to present a stable, unified
business partner to owners.11

Economic factors such as rising demand for
labor throughout the construction industry,
and events such as the recent hurricanes in
the Southeast and Gulf Coast regions, have
also helped to improve the competitive image
of union labor. While demand for labor is
pushing up union wages and fringe benefits,
it is also diminishing the gap between union
and nonunion craft labor in particularly high
demand areas such as the Gulf Coast.

This decrease in the labor cost differential (on
a very local level) helps to improve
contractors’ and owners’ perceptions
regarding the affordability and value of union
labor, as these groups focus more on factors
like work quality and training, rather than
price, when evaluating labor. Labor
agreements between contractors desperate for
wo rke rs and local labor unions are also helping
to increase industry perc eptions that unions are
d ep e n d able sources of l abor in times of
d i s a s t e rs and high demand for lab o r.12 

F i n a l ly, just as economic conditions such as
i n c reasing demand for labor help to decrease the
l abor cost gap between union and nonu n i o n

l ab o r, t h e reby improving contra c t o rs ’ a n d
ow n e rs ’ p e rc eptions of union lab o r, o u t s o u rc i n g
is making construction care e rs more ap p e a l i n g
to potential wo rke rs. With recent moves to
o u t s o u rce many technical jobs to fo re i g n
m a rke t s, m a ny care e rs in constru c t i o n , i n cl u d i n g
union trade care e rs, a re becoming more
appealing to students. The strong employ m e n t
o u t l o o k , and the impossibility of j o b
o u t s o u rcing for many positions in constru c t i o n
in ge n e ra l , but sheet metal positions in part i c u l a r,
a re making these care e rs more appealing to
students and young wo rke rs.1 3

It is within this larger context that the
Foundation decided to conduct this study,
focusing on the operational cost differences
between union and nonunion sheet metal and
HVAC contractors, to get a better
understanding of current fundamental
business and organizational trends within the
industry. Although the operational cost
differences between union and nonunion
contractors represent only one aspect of
many challenges in the overall situation of
union market performance, the Foundation
feels that these study findings will serve as an
important benchmark for developing future
market development initiatives.

RESEARCH
METHODOLOGY

The FMI team gathered market intelligence
through three main steps: (1) an analysis of

4

1 0 Wi n s t o n , S h e r i e. “ M a chinists Make Bid to Join the Building Tra d e s ’ G ro u p.” Engineering New s - Re c o rd . 1 9 - S E P - 2 0 0 5 .
1 1 “ M e chanical Crafts Unite,” S u p ra .
1 2 Powe rs, E . M i ch a e l , D eb ra K. Ru b i n , and William G. K r i z a n . “ Wo rker Gaps in South Push up Costs.” Engineering New s - Re c o rd . 2 5 - S E P - 2 0 0 6 .
13 O l s z t y n s k i , J i m . “ O u t s o u rcing Wo n’t Impact the Sheet Metal Industry ; Mind Your Business.” S n i p s. 0 1 - A P R - 2 0 0 6 .
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secondary data, (2) in-depth interviews with
key industry stakeholders, and (3) a
quantitative survey. The triangulation of
approaches was applied to check the validity
and reliability of the findings.

Secondary Research
Experienced industry researchers performed
an extensive secondary search using both
print and electronic media. Information was
collected from academic institutions, industry
trade reports, and industry and association
publications. The information was then
analyzed to identify underlying trends.

Primary Market Research: 
In-Depth Interviews

P ro fessional re s e a rch consultants with ex t e n s ive
i n d u s t ry experience conducted interv i ews with
selected union HVAC and sheet metal
c o n t ra c t o rs. The in-depth interv i ews we re
conducted by telephone and we re intended to
gain a better understanding of c u rre n t
p e rc eptions and the extent of t h e
i n d u s t ry / m a rket know l e d ge. These interv i ew s
also served as a basis for designing the
subsequent contractor survey described below.

Contractor Survey
Based on the findings of the industry
interviews and the secondary data synthesis,
the FMI team collaborated with the
Fo u n d ation Task Fo rce Group to deve l o p
an online survey tool (Appendix A ) . In a
n ext step, the FMI team developed an
ex t e n s ive dat abase with more than 4,000
contacts of H VAC and sheet metal

c o n t ra c t o rs nat i o n w i d e. Both union and
n o nunion contra c t o rs we re then contacted
by mail, p h o n e, e m a i l , or in pers o n , wh i ch
resulted in 98 re s p o n s e s. O f the 98
re s p o n d e n t s, 48 rep resented 100% union
f i rm s, 35 rep resented 100% nonu n i o n
f i rm s, and the remaining 15 re s p o n d e n t s
rep resented firms with a combination of
union and nonunion wo rk fo rc e.

STUDY FINDINGS
The study findings for both the industry
interviews and the contractor survey are
presented in the following sections.

When comparing union to nonunion
responses in the following analysis sections,
FMI interpreted the 100% union and
nonunion responses only, to ensure an
“apples-to-apples” comparison.

Business Characteristics

5.1.1 Description of Company Business
The results of this survey ove r wh e l m i n gly
rep resent the operating stru c t u re of H VAC
and mechanical contra c t o rs (Figure 2).

■ The majority of all survey respondents
(56%) selected “HVAC” as the best
description of their company business.
“Mechanical” was the second most
commonly reported business description
(28% of all respondents).

■ Seventy percent (70%) of all survey
respondents selected only one of seven
possible choices to describe their
company’s business. Similar to the overall

5.1

5

4.3

4.2

4.1
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response pattern, the most often selected
definition was “HVAC” (45%), followed by
“Mechanical” (25%).

■ Thirty percent (30%) of all survey
respondents selected more than one of the
seven possible business descriptions.
Again, the most frequent combination of
responses was “HVAC” and “Mechanical.”
“HVAC” and “Custom Fabrication” was
also a common business combination
among survey respondents.

5.1.2 Annual Sales Volume
Survey respondents are largely
concentrated at either end of the revenue
scale (less than $5 million and greater
than $20 million, respectively), rather than
exhibiting a normal distribution of
revenue levels (Figure 3 on page 14).

■ Almost half (44%) of all survey
respondents reported annual sales volumes
of $5 million or less. Twenty eight percent
(28%) of all respondents reported annual
sales volumes greater than $20 million.
The union survey respondents, however,
appear to be more evenly distributed along
the scale, particularly in the $2 to $20
million range. Furthermore, a substantial
share (31%) of the union survey

14 Since nu m e rous respondents selected more than one primary business cat ego ry, the nu m b e rs do not add up to 100%.

Figure 2: Description of Company Business (All Respondents)14
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respondents reported annual sales volumes
greater than $20 million – this means that
union respondents often represented mid-
to large-size companies.

■ In contrast, nonunion survey respondents
often represent smaller firms, in terms of
annual sales volume, compared to their
union counterparts. More than 50% of
nonunion survey respondents reported
annual sales volumes of $5 million or less.
Only 26% of nonunion survey respondents
stated annual sales volumes greater than
$20 million, and relatively few respondents
represented mid-size nonunion companies
in this study.

5.1.3 Annual Sales by Market
Both 100% union and 100% nonunion
respondents indicated that the majority of
their annual sales were attributed to non-
residential work. The 100% nonunion
respondents, however, reported a
significantly higher percentage of annual
sales attributed to residential work
compared to the union respondents
(approximately three times as much on a
percentage basis) (Figure 4).

15 N o t e : the cat ego ry “A l l ” i n cludes all the 100% union and 100% nonunion re s p o n d e n t s, as well as the remaining 15 respondents rep resenting firms with a
c o m b i n ation of union and nonunion wo rk fo rc e.

16 This study did not focus on regional diffe re n c e s.

Figure 3: Annual Sales (Millions)15
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■ Union survey respondents were more likely to have a significant proportion
of their sales concentrated in the commercial (37%), industrial (23%), and
institutional market sectors (22%). Commercial sales were reported almost
twice as often by union respondents than by nonunion respondents. In
contrast, nonunion survey respondents reported a significantly greater
percentage of annual sales in the residential sector (27%) – three times
residential sector sales of their union counterparts (9%).

Survey respondents representing small companies (less than $20
million) have a stronger focus on the residential and service markets
compared to large companies (equal to or greater than $20 million)
represented in this study (Figure 5).

Figure 4: Annual Sales by Market (Average (All Respondents), Union, and
Nonunion)
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■ These results support anecdotal statements
that union contractors tend to focus more
frequently on the non-residential market
sector, whereas nonunion companies have a
stronger concentration in the residential
market. However, it is important to note
that these results may vary by region, and
contractors located in particular geographic
markets may have significantly different
focuses on business sectors such as
industrial, residential, and architectural,
depending on the local market’s demand.16

For example, in strong residential markets
such as Atlanta, Georgia, contractors are
more likely to specialize in the residential
sector, compared to contractors located in
geographic markets with strong industrial
economies, such as those markets often
described as “rustbelt” areas.

■ Based on the results from sections titled
Annual Sales Volume and Annual Sales by
Market, the majority of union survey
respondents represent mid- to large-size
companies, focused primarily on the non-
residential market sectors (commercial,
industrial, and institutional). At the same
time, the nonunion respondents represent
primarily small (less than $5 million) or
large (greater than $20 million) companies,
which focus on the residential (27%),
commercial (21%), industrial (18%), and
service market sectors (18%).

■ In general, union companies tend to be
larger in terms of annual revenue, and they
often specialize in the non-residential
market sectors. Large nonunion companies
are also likely to derive substantial reve nu e

Figure 5: Annual Sales by Market (Average (All Respondents), Companies with
Revenue <$20M and ≥$20M)

16 This study did not focus on regional diffe re n c e s.
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f rom the commercial and industrial market sectors, wh e re complex pro j e c t s
t y p i c a l ly re q u i re highly skilled personnel and gre ater re s o u rc e s.

Organizational Issues

5.2.1 Employment
The survey revealed some noticeable differences with regard to the
median number of employees engaged in certain positions in union
and nonunion companies. Union respondents reported approximately
five to six times the median number of shop labor indicated by
nonunion respondents (Figure 6).

■ The median number of employees in office management, field
management, and administrative positions is approximately the same for
both union and nonunion survey respondents.

5.2

Figure 6: Median Number of People Employed, 100% Union Versus 100%
Nonunion17

1 7 N o t e : the cat ego ry “A l l ” i n cludes all the 100% union and 100% nonunion re s p o n d e n t s, as well as the remaining 15 respondents rep resenting firms with a
c o m b i n ation of union and nonunion wo rk fo rc e.
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Figure 7 shows the median number of people employed for companies
with revenues below $20 million. The differences noted in Figure 6
become slightly less pronounced when comparing union and nonunion
firms of approximately the same annual revenue.

■ There remains, however, considerable difference in the median number of
shop labor. The 100% union firms employ approximately five times the
median number of shop labor compared to their 100% nonunion
counterparts. This coincides with stakeholder interviews, which confirmed
that union companies generally produce more ductwork internally, as
opposed to their nonunion competitors; hence the greater number of shop
labor employees.

Figure 7: Median Number of People Employed, 100% Union Versus 100%
Nonunion (Revenue <$20M)18

1 8 N o t e : the cat ego ry “A l l ” i n cludes all the 100% union and 100% nonunion re s p o n d e n t s, as well as the remaining 15 respondents rep resenting firms with a
c o m b i n ation of union and nonunion wo rk fo rc e.



I n t e rv i ewees mentioned seve ral times the loss
o f p ro d u c t ivity as crew size incre a s e s. O n e
i n t e rv i ewee estimated that , for eve ry wo rke r
a dd e d , t h e re is a 25% loss in pro d u c t iv i t y.

■ According to interviewees, larger crews
require additional supervision and
management, which is usually associated
with higher paid employees and therefore
increased costs. As a result, respondents
try to keep crew sizes as small as possible
with as many apprentices as possible.

5.2.2 Crew Mix
C rew mix is considered by many to be
among the key areas in wh i ch nonu n i o n
f i rms attain a job cost adva n t age.
N o nunion firms heav i ly staff jobs with less
experienced helpers and lab o re rs and fewe r
t radesmen or more skilled indiv i d u a l s. B y
c o m p a r i s o n , union firms limit the nu m b e r
o f less experienced ap p rentices on jobs
( re l at ive to nonunion firm s ) , re lying more
on journ ey m a n - l evel or higher- l eve l
p e rs o n n e l . A c c o rding to those interv i ewe d ,
typical ratios va ry dra m at i c a l ly dep e n d i n g
on job size. H oweve r, for smaller pro j e c t s
with crews consisting of a round five, u n i o n
ratios are said to be ge n e ra l ly in the area of
one fo reman to three journ eymen to one
ap p re n t i c e.

The survey results support the interv i ews and
reveal a significant diffe rence in crew mix
when comparing 100% union firms with 100%
n o nunion firms (see Figures 8 and 9). This is
most pronounced in the ap p re n t i c e s / l ab o re rs
to journ ey m e n / t radesmen rat i o. On ave rage,
n o nunion respondents staff about 30 lab o re rs
for eve ry 10 tra d e s m e n . By comparison, u n i o n
respondents rep o rt having 5 or 6 ap p re n t i c e s
for eve ry 10 journ ey m e n.

The union firms may be compounding these
crew mix differences due to preferred rather
than allowed staffing options. One
interviewee mentioned that these ratios were
often dictated by labor agreements, but,
despite the fact that they were allowed to
have a slightly higher ratio of less skilled
workers, they wanted to keep more highly
skilled workers on the job to drive the work
and productivity.
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Crew Mix Ratio 

Apprentices/Laborers to
Journeymen/Tradesmen Ratio

(X to 10)

1 0 0 %
Nonunion 27.7 to 10

100%
Union 5.2 to 10

Journeymen/Tradesmen to
Foremen Ratio (X to 1)

100%
Nonunion 6 to 1

100%
Union 5 to 1

Foremen to Supervisors Ratio
(X to 1)

100%
Nonunion 5 to 1

100%
Union 5 to 1

Figure 8: Crew Mix Ratio (Large Jobs, ≥ $20M)



Numerous interviewees mentioned that
wage rates play a critical role in the way
companies are organized.

■ According to respondents, union
companies, in particular, tend to employ a
large amount of skilled (and generally more
expensive) labor on every job, whereas
nonunion companies tend to use fewer
skilled workers and more non-skilled
“helpers.” This trend is forcing union
companies to achieve higher productivity in
order to compete against their price-
competitive nonunion counterparts.

The cost of field supervision as a
p e rc e n t age of a n nual sales for union survey
respondents is slightly lower compared to
t h at of n o nunion respondents (8% ve rs u s
11%) (Figure 10 on page 21).

■ Figure 10 shows the cost of field
supervision as a percentage of sales for
companies with revenues below $20 million
and above $20 million. The results are
almost the same for both small and large
companies (approximately 10%).

Cost Factors

5.3.1 Labor Rates
The survey results describing labor rates
for union and nonunion respondents
become more disproportional with
positions of increasing authority and
responsibility (Figure 11 on page 21).

■ For positions with lower authority and
responsibility, the average union
inexperienced apprentice/laborer rate is
22% greater than the nonunion rate – a
$6.34 difference. For positions with higher
authority and responsibility, the union
foreman rate is 43% greater than nonunion
foreman rate – a $26.49 difference.

■ Interviewees stated that nonunion
contractors are not bound by contractual
obligations such as health and pension
plans, as well as rules pertaining to start
and stop times and ratios of skilled workers
to “helpers.”

5.3
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Crew Mix Ratio 

Apprentices/Laborers to
Journeymen/Tradesmen Ratio

(X to 10)

100%
Nonunion 33.3 to 10

100%
Union 6 to 10

Journeymen/Tradesmen to
Foremen Ratio (X to 1)

100%
Nonunion 4 to 1

100%
Union 3 to 1

Foremen to Supervisors Ratio
(X to 1)

100%
Nonunion 6 to 1

100%
Union 4 to 1

Figure 9: Crew Mix Ratio (Small Jobs, < $20M)
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Figure 10: Cost of Field Supervision as a Percentage of Sales

Figure 11: Average Fully Burdened Labor Rate (e.g., Taxes, Benefits)
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M o re than 80% of s u rvey re s p o n d e n t s,
rega rdless of union or nonunion lab o r
p o s t u re, said union labor rates are higher
than nonunion (ap p re n t i c e / l ab o re r,
j o u rn ey m a n / t radesman) (Figure 13). Th e s e
results are consistent with comments made
by interv i ewees who estimated that union
l abor is ap p rox i m at e ly 10% to 30% more
ex p e n s ive than nonunion lab o r.
I n t e rv i ewees at t r i buted the higher union
rates to re l at ive ly higher medical, re t i re m e n t ,
and other benefits. S u rvey re s p o n d e n t s
rep o rted slightly higher rate diffe re n t i a l s,
s t ating that union labor is about 25% to 35%
m o re ex p e n s ive than nonunion lab o r.

■ O ve ra l l , s u rvey respondents rep o rt e d
t h at union labor is 25% to 35% more

ex p e n s ive than nonunion lab o r. Th e
o n ly dive rgence from this cost ra n ge wa s
in the fo reman cat ego ry : N o nu n i o n
s u rvey respondents rep o rted that union
l abor is 13% more ex p e n s ive on ave rage,
for this particular position.

Nonunion survey respondents perceived
smaller differences in labor rates for all
positions compared to their union
counterparts (Figure 13 on page 23).

■ C o m p a red to the ave rage fully bu rd e n e d
l abor rates rep o rt e d , both union and
n o nunion respondents may be
s i g n i f i c a n t ly undere s t i m ating the price
d i ffe rential for journ ey m a n / t ra d e s m a n
and fo reman positions.

Figure 12: Average Fully Burdened Labor Rate (Revenue <$20M and ≥$20M)

Labor rates for all positions are consistently higher in smaller
companies (less than $20 million) compared to larger firms (greater
than or equal to $20 million) (Figure 12).



■ Based on these results, nonunion
contractors may be underestimating the
rate differential. There are numerous
possible explanations for this, one being
that nonunion contractors, particularly in
the residential sector, do not really compete
against union contractors on a regular basis
and therefore are less aware of actual labor
rate differences. In addition, nonunion
firms may not be considering all their
labor-related costs.

■ Another possible ex p l a n ation may be that , i n
some areas of the country, p a rt i c u l a rly in the
G u l f Coast reg i o n , the high demand fo r
l abor is closing the labor rate gap betwe e n
union and nonunion craft lab o r. A c c o rd i n g
to a study conducted by PAS Inc. , t h e
a n nual escalation rate for nonunion cra f t

l abor in 2006 was 6% to 10% in many 
a re a s, and even 12% in some are a s,
d epending on local economics (ENR,
S eptember 25, 2 0 0 6 ) .

5.3.2 Ductwork
N i n e t y - four percent of all survey
respondents answe red that union-fab r i c at e d
d u c t wo rk was more ex p e n s ive (22% more
ex p e n s ive, on ave rage) than nonu n i o n -
fab r i c ated ductwo rk (Figure 14 on page 24).

■ FMI finds that the perceived price
difference is consistent with interview
input, since many of the union shops
employ highly trained personnel who are
typically paid higher labor rates compared
to nonunion labor in similar positions.

■ I n t e rv i ewees also believe that nonu n i o n
c o n t ra c t o rs pay less since they can
p u rchase duct wh e rever they like.
Fab r i c ation costs are ge n e ra l ly lower fo r
n o nunion contra c t o rs as we l l , since they
can employ less costly wo rke rs compare d
to union contra c t o rs.

5.3.3 Cost Structure
Based on the survey re s u l t s, u n i o n
respondents have a higher direct cost
component (71%) compared to their
n o nunion counterp a rts (64%) (Figure 15 on
p age 24). Costs for labor appear to be the
main reason for this cost diffe rence betwe e n
union and nonunion study part i c i p a n t s.

■ Nonunion survey respondents reported 7%
lower total direct costs compared to union
respondents. Conversely, nonunion
respondents listed slightly higher (5%) 
fixed and variable overhead costs as well as
higher net profit than union participants.
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Pe rc e n t
Rep o rt i n g

Union Is More
E x p e n s ive

Labor Rate
Differential

Ap p re n t i c e /
L ab o re r

100%
Union 83% 31%

1 0 0 %
N o nu n i o n 87% 26%

Jo u rn ey m a n
/ Tra d e s m a n

100%
Union 81% 34%

1 0 0 %
N o nu n i o n 86% 25%

Foreman

100%
Union 70% 28%

1 0 0 %
N o nu n i o n 83% 13%

Figure 13: Fully Burdened Labor Rate
Differential (Union Versus Nonunion)
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Figure 14: Market Price Differential of Union Versus Nonunion Fabricate
Ductwork

Figure 15: Breakdown of Costs (As a Percent of Annual Sales)
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In an ex a m i n ation of the bre a k d own of costs by company reve nu e, t h e
s u rvey data reveal that larger companies (reve nue equal to or gre ater than
$20 million) have ap p rox i m at e ly 15% more total direct costs compared to
smaller companies (reve nue less than $20 million). P re d i c t ably, f i xed and
va r i able overhead costs, on the other hand, a re significantly lower fo r
l a rger companies compared to smaller companies (Figure 16).

■ This result may indicate that large union companies tend to carry
significantly more direct costs compared to their nonunion counterparts.
Inversely, smaller, nonunion firms tend to have higher fixed and variable
overhead costs. Labor costs are the primary reason for these costs
differences (Figures 17 and 18).

Figure 16: Breakdown of Costs (As a Percent of Annual Sales, Revenue
<$20M and ≥$20M)
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F i g u re 17 shows a bre a k d own of d i rect costs as a perc e n t age of a n nu a l
s a l e s. O ve ra l l , union respondents rep o rted significantly (10%) lower costs
for materials and equipment compared to nonunion re s p o n d e n t s. On the
other hand, n o nunion participants rep o rted 12% lower labor costs compare d
to union part i c i p a n t s. It is expected that part of this diffe rence is due to the
higher internal duct fab r i c ation by union contra c t o rs.

F i g u re 18 on page 27 shows the bre a k d own of d i rect costs (as a perc e n t age
o f a n nual sales) by company reve nu e. I n t e re s t i n gly, all cost components
a re higher (as a perc e n t age of a n nual sales) for larger companies, exc ept fo r
l ab o r. This may be explained by the fact that smaller companies are
ch a ra c t e r i zed by higher labor rates re l at ive to large companies (as indicat e d
in Figure 12) and the heavier use of s u b c o n t ra c t o rs.

Figure 17: Direct Costs (As a Percent of Annual Sales)
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Price
I n t e rv i ewees indicated that union bids we re
t y p i c a l ly 10% to 20% higher than nonu n i o n
b i d s. These estimates we re confirmed by
the survey in wh i ch 80% of the re s p o n d e n t s
rep o rted a bid diffe rential of ap p rox i m at e ly
12% to 21% between union and nonu n i o n
b i d s, d epending on customer type (publ i c
ve rsus private) and job size (Figures 19 and
20 on page 28).

■ I n t e rv i ewees perc e ived bid diffe rentials to be
l ower on public pro j e c t s. Reasons for this
i n clude the re q u i rement for nonu n i o n
c o n t ra c t o rs to pay prevailing wage rat e s,
making union contra c t o rs more price
c o m p e t i t ive. This assumption was also
c o n f i rmed by the survey.

■ I n t e re s t i n gly, respondents perc e ived the price
d i ffe rential between union and nonunion bids
to be gre ater on smaller jobs (less than $250
t h o u s a n d , both on public and private jobs)
than on larger jobs (gre ater than $500
t h o u s a n d ) . In other wo rd s, the perc e ive d
price diffe rential is inve rs e ly re l ated to pro j e c t
dollar amount.

■ O ve ra l l , the union ve rsus nonunion price
d i ffe rence is ap p rox i m at e ly 12% to 21% betwe e n
union and nonunion bids, a c c o rding to survey
re s p o n d e n t s. FMI believes that this estimate is
re a l i s t i c, based on previous industry re s e a rch
studies conducted nat i o n w i d e. For ex a m p l e, a
similar operational cost study conducted for the
Electrical Contracting Fo u n d ation revealed that
the ave rage bid price of union electrical
c o n t ra c t o rs was about 11% higher than the bid
price of nonunion electrical contractors.

5.4

Figure 18: Direct Costs (As a Percent of Annual Sales, Revenue <$20M
and ≥$20M)
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Based on job type, i n t e rv i ewees mentioned
t h at union contra c t o rs we re submitting
l ower bids on piping and high-tech n o l ogy
j o b s. This was mainly at t r i bu t able to union
shops having the skilled labor necessary fo r
these types of p ro j e c t s.

■ Interviewees stated that nonunion
contractors seemed to have lower bids on
repetitive projects, such as residential
condominiums and strip malls, as well as
commercial structures and schools.

Net Profit
Survey respondents’ estimates of
budgeted and actual job profits indicated
that profit erosion is more problematic for

union contractors than for their nonunion
counterparts, which were often able to
achieve higher actual job profit levels to
coincide with those budgeted (Figures 21
and 22 on page 29).

■ Nonunion respondents reported budgeted
typical job profit levels that are somewhat
higher than the budgeted job profit levels
reported by their union counterparts.
Approximately 68% of the union
respondents indicated that their budgeted
job profits were between 3% and 10%,
with 34% of union respondents indicating
that their budgeted job profits are between
3% and 5%, and another 34% of union
respondents indicating that their budgeted
job profits are between 6% and 10%. Only
30% of the union respondents reported

5.5

Union Is More Expensive Union Is Less Expensive

% of
Respondents

Price
Differential

% of
Respondents

Price
Differential

<$250K 80% 17% 20% 12%

$ 2 5 0 -
$ 5 0 0 K 77% 14% 23% 12%

>$500K 77% 12% 23% 12%

Figure 19: Typical Bid Price (Public Work)

Union Is More Expensive Union Is Less Expensive

% of
Respondents

Price
Differential

% of
Respondents

Price
Differential

<$250K 80% 21% 20% 19%

$ 2 5 0 -
$ 5 0 0 K 81% 18% 19% 16%

>$500K 82% 15% 18% 16%

Figure 20: Typical Bid Price (Private Work)
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Figure 21: Typical Job Profit (Budget)

Figure 22: Typical Job Profit (Actual)



budgeted job profit levels of greater than
10%. In contrast, 88% of the nonunion
respondents indicated budgeted typical job
profit levels of 6% or greater, with 38%
indicating budgeted job profits of 6% to
10%, and 50% indicating budgeted job
profits of greater than 10%.

■ The nonunion respondents indicated that
they are often able to realize relatively high
actual typical job profit levels of
profitability, which match their higher
budgeted job profit levels. Over half of
the nonunion respondents (53%) indicated
that their actual typical job profits exceed
10%. Then, 19% of nonunion
respondents indicated actual job profits
between 6% and 10%, and another 25%
indicated actual job profits between 3%
and 5%. Overall, only 3% of nonunion
respondents indicated actual job profits of
1% to 2%.

■ Inversely, union respondents indicated that
their actual typical job profits are often
lower than budgeted levels of profitability.
While 29% of union respondents indicated
actual job profit levels between 6% and
10%, and an additional 38% of union
respondents indicated actual job profit
levels between 3% and 5%, only 21%
reported actual job profits of greater than
10%. Additionally, in comparison to their
nonunion counterparts, of whom only 3%
indicated 1% to 2% actual typical job
profits, 12% of the union contractors
indicated that their actual typical job profits
are only 1% to 2%. For union contractors,
this is an increase from 2% to 12% when
comparing budgeted to actual.

■ The survey data suggest that profit erosion
may be a more acute problem for union

contractors than for nonunion contractors.
FMI’s research indicates that there may be
some correlation between the higher levels
of profit erosion, indicated by union
respondents, and the lower levels of pre-
job planning and project schedule updating,
which these respondents indicated in
response to other survey questions.

■ Lower levels of pre-job planning than their
nonunion counterparts could lead union
contractors to encounter more
unanticipated problems on projects. These
mid-project problems, which can erode
profits, are the types of problems that can
be avoided or anticipated through thorough
pre-job planning. Similarly, less frequent
project schedule updating can result in
reduced efficiency and profitability. Often,
these challenges can be identified and
overcome if regular schedule updates are
undertaken to monitor and improve project
coordination, profitability, and productivity.

Aggregating the responses shows that
budget versus actual differential is 13%
for union contractors and 8% for
nonunion firms, as shown in Figure 23.
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Budget Actual
E ro s i o n

Absolute Percent

100%
Union 7.1% 6.1% -0.9% 13%

1 0 0 %
N o nu n i o n 8.5% 7.9% -0.7% 8%

Figure 23: Typical Job Profit (Budget Versus
Actual Differential)
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Both union and nonunion respondents allocated similar levels of profit
responsibility on the different positions (Figure 24).

■ Union and nonunion respondents apportioned profit responsibility to
project managers and estimators at almost identical levels, and both
indicated that foremen also hold a significant level of profit responsibility,
though the nonunion respondents more often indicated that foremen have
more profit responsibility than do their union counterparts.

Planning

5.6.1 Pre-Job Planning
According to survey responses, many union survey respondents
indicated that they devote minimal time to pre-job planning and
scheduling (Figure 25 on page 32).

■ Relatively high percentages of union survey respondents reported spending
little time on pre-job planning and scheduling. As a percentage of total
project duration, 21% of union survey respondents reported spending less

5.6

Figure 24: Job Profit Responsibility19

19 Values add to more than 100% due to respondents indicating multiple individuals re s p o n s i ble for job pro f i t .
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than 1% of their project time on pre-job
planning and scheduling, and another 26%
of union survey respondents indicated that
they devote only 1% to 2% of the total
project duration to these functions.
Furthermore, only 5% of union survey
respondents indicated that they devote
more than 10% of the total project
duration to pre-job planning and
scheduling. Overall, while 21% of union
survey respondents reported spending 3%
to 5% of the total project duration, and
28% reported devoting 6% to 10% of the
total project duration to pre-job planning
and scheduling, the combined 47% of
union survey respondents who reported
spending 2% or less of total project
duration on pre-job planning and
scheduling is notable.

■ On the other hand, o f the nonu n i o n
s u rvey re s p o n d e n t s, o n ly 9% rep o rt e d
spending less than 1% of their pro j e c t
time on pre-job planning and sch e d u l i n g,
and only 20% rep o rted devoting 1% to
2% of the total project duration to these
f u n c t i o n s. A dd i t i o n a l ly, 43% of
n o nunion survey respondents indicat e d
t h at they devote 3% to 5% of the total
p roject duration to pre-job planning and
s ch e d u l i n g, and 14% indicated that pre -
job planning and scheduling is 6% to
10% of their total project durat i o n .
F i n a l ly, 14% of the nonunion survey
respondents rep o rted devoting more
than 10% of the total project duration to
p re job planning and sch e d u l i n g.

■ These challenges are not unusual for the
industry: in FMI’s 2005-2006 U.S.
C o n s t ruction Industry Training Rep o rt ,

Figure 25: Pre-job Planning and Scheduling Time Spent Versus Total
Project Duration



33

UNION AND NON-UNION COST SURVEY 

p roject manage rs rated planning/sch e d u l i n g
as their top concern and senior manage rs
placed leading/motivating as their nu m b e r-
one ch a l l e n ge. Field manage rs indicated that
c o m mu n i c ating effe c t ive ly was their top
c o n c e rn in 2006.

■ An operational cost study conducted by the
National Electrical Contracting Foundation
revealed very similar results. According to
this study, union electrical contractors
typically let their field personnel handle a
large percentage of the planning (on-the-
job planning and change orders). In
contrast, nonunion contractors – who
presumably have less confidence in their
field laborers’ training and background –
typically have their project managers
develop extensive plans for all aspects of
the project, including the majority of the
pre-job planning.

5.6.2 Schedule Development
According to survey responses, union
contractors involve many of the various
stakeholder types in regular meetings to
communicate planning and scheduling
information (Figures 26 through 28).

■ There are two ways of interpreting these
results: one, since union respondents
spend minimal time pre-job planning and
scheduling, they are more inclined to
involve different stakeholders further along
during a project in job-site type meetings
and discussions.

■ A second reason for these results may be
explained through crew ratios: nonunion
respondents use a higher proportion of
less experienced people in the field.
Consequently, nonunion contractors tend
to conduct a thorough pre-job planning
process, as they cannot rely as heavily on

Figure 26: Involved in Developing and/or Communicating Schedule
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their field crews to manage and adjust
project needs on an ongoing basis (similar
to the results found in the NECA study).

■ In terms of developing and communicating
the project scheduling information, union
survey respondents report greater
involvement of most project stakeholder
types than their nonunion counterparts.

Union respondents indicated particularly
high participation in the development and
communication of project scheduling
among field management, general
contractors or construction managers, field
labor, subcontractors, and shop labor.

■ In terms of regular meeting at t e n d a n c e,
during wh i ch functions such as pro j e c t

Office
Management

Field
Management

Shop
Management

Field/Shop
Workers Administration

P roject kick - o ff 50% 75% 28% 22% 41%

Project hand-off 50% 78% 22% 25% 19%

D a i ly hudd l e /
t o o l b ox talk 13% 72% 9% 72% 6%

Project progress 59% 91% 31% 31% 34%

Project closeout 59% 72% 16% 19% 44%

Project post-
mortem 50% 53% 13% 13% 41%

Figure 28: Regular Meeting Attendance by Position (100% Nonunion)

Office
Management

Field
Management

Shop
Management

Field/Shop
Workers Administration

P roject kick - o ff 81% 79% 35% 23% 33%

Project hand-off 53% 79% 26% 30% 16%

D a i ly hudd l e /
t o o l b ox talk 14% 65% 33% 81% 0%

Project progress 67% 81% 30% 16% 26%

Project closeout 74% 70% 19% 16% 28%

Project post-
mortem 74% 65% 30% 9% 28%

Figure 27: Regular Meeting Attendance by Position (100% Union)
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planning and scheduling are completed
and commu n i c at e d , s u rvey re s p o n s e s
s u ggest that union office management is
m o re often invo l ved in project kick - o ff,
p roject progre s s, and project cl o s e o u t
meetings than nonunion off i c e
m a n age m e n t . Survey responses also
suggest that union shop management is
more often involved in regular meeting
types than nonunion shop management –
p a rt i c u l a rly daily hudd l e / t o o l b ox talk
and post-project meetings.

5.6.3 Schedule Update Frequency
As with pre-job planning and scheduling,
many union survey respondents indicate
that they spend minimal time conducting
periodic schedule updates (Figure 29).

■ H oweve r, with rega rd to schedule updat i n g,
the high part i c i p ation levels across stake h o l d e r
types that we re indicated by union

respondents for schedule cre ation and
c o m mu n i c ation do not continue into the
p roject exe c u t i o n . M a ny more union than
n o nunion respondents indicated that they
n ever or infre q u e n t ly update the pro j e c t
s chedule – 22% of union respondents ve rs u s
3% of n o nunion re s p o n d e n t s. In sum, m o s t
union and nonunion respondents indicat e d
t h at schedule updating is done we e k ly, on an
o n going basis, or monthly. A n e c d o t a l
evidence suggests that larger firms are more
l i ke ly to update schedules on a frequent basis
compared to smaller firms.

■ According to survey data, union
contractors more often involve most
project stakeholder types in developing and
communicating the project schedule, and
union contractors effectively involve
various stakeholder types in regular
meetings. However, FMI believes that the
survey responses also indicated two

Figure 29: Schedule Update Frequency
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potential areas of concern for union
contractors. First, a comparatively high
proportion of union respondents indicates
that they devote little of the total project
duration to pre-job planning and
scheduling. Second, a comparatively high
proportion of union respondents indicate
that they never or infrequently update
project schedules. These trends suggest
inconsistent planning and schedule
management practices that are inadvisable
for long-term firm stability and customer
satisfaction, in addition to profitability.

Staff Development

5.7.1 Training
Union respondents spend approximately
1.3% (of total sales) on out-of-pocket
training activities. When adding the
apprenticeship contributions,20 training
costs add up to about 1.9% for union

contractors. Nonunion respondents
reported training costs of 2% (Figures 30
through 32).

■ Survey responses indicate that union
contractors’ out-of-pocket training
expenditures tend to be less than the
training expenditures of nonunion
contractors. According to survey
responses, the biggest difference in union
and nonunion contractors’ training
expenditures as a proportion of payroll by
position was for office management. With
regard to training for office management
personnel, 55% of union respondents
indicated that it accounted for less than 1%
of their payroll, whereas only 39% of
nonunion respondents indicated that
training for office management personnel
accounted for less than 1% of their payroll,
and 27% of nonunion respondents
indicated that it accounted for 3% to 5% of
their payroll.

5.7

Office
Management

Field
Management

Field/Shop
Workers Administration

< 1 %
100% Union 55% 49% 40% 60%

100% Nonunion 39% 30% 26% 52%

1-2%
100% Union 32% 35% 40% 26%

100% Nonunion 30% 36% 41% 36%

3 - 5 %
100% Union 9% 12% 19% 12%

100% Nonunion 27% 27% 21% 12%

>5%
100% Union 5% 5% 2% 2%

100% Nonunion 3% 6% 12% 0%

Figure 30: Training as a Percent of Payroll by Position (Percent of Respondents)

20 The national ave rage perc e n t age of ap p renticeship contributions vs. total wage is 1.18% (data sourc e : S M AC NA ) .
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Figure 31: Training by Position (100% Union; Percent of Respondents)

Figure 32: Training by Position (100% Nonunion; Percent of Respondents)
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■ In broader term s, when measuring out-
o f - p o cket training ex p e n d i t u res in
re l ation to sales rather than pay ro l l ,
union respondents indicated that their
t raining ex p e n d i t u res rep resent 1.3% of
their total sales. N o nunion re s p o n d e n t s
i n d i c ated that training ex p e n d i t u re s
rep resent 2% of their total sales.

■ According to Training magazine’s 2005
Training Top 100, organizations nationwide
are allocating 3.7% of their budgets to
training. According to FMI’s 2005-2006
U.S. Construction Training Survey,
construction companies were allotting only
2.7% of their payroll towards training, or
roughly about 1% of sales.

■ Survey responses regarding training efforts
by position indicated noteworthy variances
in training by position between union and
nonunion respondents. First, according to
survey responses, union contractor training
for office management in the areas of
planning/scheduling, communicating
effectively, and customer relations was
more common than nonunion contractor
training in the same concentration areas for
office management personnel. As expected,
survey results indicated that nonunion
contractors’ technical training efforts for
field and shop workers was more common
than union contractors’ technical training
efforts for their field and shop workers.
Additionally, planning/scheduling training
for field and shop workers was more
common according to nonunion
respondents, whereas union respondents
less often mentioned planning/scheduling
training for field and shop workers.

5.7.2 Turnover
Overall, interviewees reported very low
turnover, which coincides with the results
reported by union survey respondents.
Based on various positions, craft/field
labor appears to be much more
susceptible to turnover than office staff.
This is partly due to aggressive recruiting
or “poaching” from other contractors who
are willing to offer journeymen positions
as superintendents/foremen, particularly
in areas of tremendous growth.

■ There was disagreement among the
interviewees as to whether union or
nonunion firms had higher turnover, and
several respondents mentioned that they
believe there is very little difference
between the two. According to survey
responses, turnover at union contracting
firms is slightly lower than at nonunion
contracting firms.

■ Several interviewees mentioned that the
low turnover rates could be attributed to a
strong bonus program and recognition for
outstanding performance. This not only
motivated employees to remain with the
company but also fostered a sense of
friendly competition. Many respondents
gave awards for specific aspects of the job,
such as safety. Nearly all respondents
mentioned the use of events such as
picnics, holiday parties, sporting events,
etc., to help establish a sense of
community, belonging, and teamwork.

S u rvey responses suggest that employe e
t u rn over is not a significant pro blem fo r
m a ny union contracting firm s, but more
c o m p re h e n s ive training programs may help
unions and union contracting firms to
i n c rease market share and further re d u c e
e m p l oyee turn over (Figures 33 and 34).
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Office
Management

Field
Management

Field/Shop
Workers Administration

<5%
100% Union 98% 93% 59% 98%

100% Nonunion 91% 82% 26% 85%

5-10%
100% Union 2% 5% 26% 2%

100% Nonunion 6% 12% 26% 6%

11-25%
100% Union 0% 2% 13% 0%

100% Nonunion 0% 3% 26% 6%

26-50%
100% Union 0% 0% 2% 0%

100% Nonunion 3% 3% 20% 3%

>50%
100% Union 0% 0% 0% 0%

100% Nonunion 0% 0% 3% 0%

Figure 33: Annual Turnover (Percent of Respondents)

Figure 34: Strategies Employed to Reduce Turnover



■ By industry standards, turnover is very low
with union contracting firms, according to
survey responses. To illustrate the lower
turnover rates experienced by union
contracting firms, 59% of union
respondents indicated that their field and
shop worker turnover rate is less than 5%,
but only 26% of nonunion respondents
indicated that their field and shop worker
turnover rate is less than 5%. Similarly,
only 2% of union respondents indicated
that their field and shop worker turnover
rate was 26 to 50%, compared to 20% of
nonunion respondents. Along the same
lines, 93% of union respondents indicated
that their field and shop management
turnover rate was less than 5%, but only
82% of nonunion respondents indicated a
similarly low turnover rate for field and
shop management personnel.

■ As ap p ro a ches to reduce turn over rat e s,
s u rvey responses suggest that nonu n i o n
c o n t ra c t o rs use training and benefits such as
h e a l t h c a re and 401(k) plans as employe e
retention tools, m o re commonly than union
re s p o n d e n t s. N o nunion re s p o n d e n t s
mentioned benefits as incentives used to
reduce turn over in 94% of their re s p o n s e s,
c o m p a red to union respondents wh o
mentioned benefits only 87% of the time
with respect to strat egies for decre a s i n g
t u rn ove r. Training was also mentioned by
69% of the nonunion respondents as a tool
to reduce turn ove r, wh e reas only 56% of
union respondents mentioned training with
respect to strat egies for decreasing turn ove r.
Union respondents mentioned bonus pay and
other incentives more often than nonu n i o n
respondents for decreasing turn over – 73% to
71% and 31% to 20%, re s p e c t ive ly. Th e
other incentive s, wh i ch union re s p o n d e n t s
mentioned more often than nonu n i o n

re s p o n d e n t s, i n clude things like effo rts to
i m p rove employee wo rk environment and
steps taken to make employees feel valued.

■ FMI believes that the lower proportion of
payroll spending devoted to training, and
the comparatively lower rate of training
being used to reduce turnover, which union
respondents indicated, are likely a result of
the overall structure of the union system.
Since union locals provide training to field
and shop workers, union contractors largely
do not need to address technical training
for these employees. Accordingly, union
contracting firms may not need to have
technical training programs that are as
extensive as their nonunion counterparts.
As a necessity, the nonunion contracting
firms often have extensive and thus more
costly training systems in place for
employees at all levels. Furthermore,
because unions sponsor much of the
training that employees at union
contracting firms receive, the 2% portion
of total sales that training represents for
nonunion contracting firms may actually be
significantly lower than the proportion of
total sales that training would represent for
union contracting firms. If the value of
the union-sponsored training was factored
into the total training value estimate for a
particular union-contracting firm, training
expenditures could jump from 1.3% of
total sales to a proportion much greater
than 2%.

■ In addition, FMI notes training trends that
correspond to the unions’ efforts to
increase market share. The union survey
responses indicate that efforts to improve
the customer service and communications
skills of union contracting firm employees
are being implemented through training.
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Survey responses suggest that office
management personnel at union
contracting firms more commonly
receive training in the areas of
p l a n n i n g / s ch e d u l i n g, c o m mu n i c at i n g
e ffe c t ive ly, and customer re l at i o n s. This 
m ay be a result of c o m p re h e n s ive effo rts by
unions across construction trades to incre a s e
their market share by improving perc ep t i o n s
rega rding unions among both pro j e c t
ow n e rs and other contra c t o rs. H oweve r,
wo rt h while training effo rts for union
c o n t racting firms may be directed towa rd
planning and scheduling skills improve m e n t
for field and shop wo rke rs and field and
shop manage m e n t , g iven the pre - j o b
planning and scheduling and sch e d u l e
u p d ating practices of some union
c o n t racting firms that we re discussed earl i e r.

■ Overall, FMI notes that survey responses
suggest favorable retention rates for union

contracting firms, compared to nonunion
contracting firms. However, while focus
on bonus pay and other incentives to
reduce turnover is yielding comparatively
low turnover rates, according to survey
responses, further emphasis on improved
training and benefits as incentive to reduce
turnover could help unions to further
enhance performance.

Performance/Effectiveness

5.8.1 Performance/Effectiveness
Both union and nonunion survey
respondents indicate very similar beliefs
about their own performance and
effectiveness, though the union
respondents’ perceptions regarding
performance and effectiveness in the
areas of scheduling and pre-job planning
may be overstated (Figure 35).

5.8

Figure 35: Perceived Performance (Effectiveness)
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■ Most union and nonunion respondents
indicated that they consider their own
performance and effectiveness to be
roughly average. On a scale of 1 being
poor to 7 being excellent, union and
nonunion respondents ranked themselves
in the categories of scheduling (4.6 to 4.4;
union to nonunion), pre-job planning (4.5
to 4.5), subcontractor control (4.7 to 4.9),
and materials management (5.0 to 4.4).
Then, with regard to post-job review, both
union and nonunion respondents indicated
that their own performance is somewhat
below average – union respondents gave
themselves an average rating of 3.8, and
nonunion respondents gave themselves an
average rating of 3.5. Thus, the
perceptions indicated by union and
nonunion respondents regarding their
performance and effectiveness have no
significant variance.

5.8.2 Rework
Union respondents’ indications that a
relatively small proportion of their jobs
require excessive rework may indicate
successful union training programs,
which prepare workers to produce better
quality work products than their
independently trained nonunion
counterparts (Figure 36).

■ Although respondents’ perceptions of their
own performance were largely consistent,
nonunion respondents indicated that a
significantly higher percentage of their jobs
requires excessive rework. The majority of
the union respondents (91%) reported that
less than 5% of their jobs require excessive
rework. Only about 9% of the union
respondents indicated that 6% or more of
their jobs require excessive rework. In
contrast, only 74% of the nonunion

Figure 36: Percent of Jobs Experiencing Excessive Rework



respondents reported that less than 5% of
their jobs require excessive rework. Of the
remaining nonunion respondents, 26%
indicated that 6% or more of their jobs
require excessive rework.

■ FMI believes that union re s p o n d e n t s ’
p e rc eptions about their own perfo rm a n c e
and effe c t iveness reveal two critical fa c t s.
F i rs t , union re s p o n d e n t s ’ p e rc eptions that
their perfo rmance and effe c t iveness in
s cheduling and pre-job planning are ave rage,
and equal to that of n o nunion re s p o n d e n t s,
m ay be inaccurat e. A notably high
p ro p o rtion of union respondents rep o rt e d
t h at they spend little time on scheduling and
p re-job planning, and that they seldom
u p d ate sch e d u l e s. FMI believes that reg u l a r
s chedule rev i ew and prudent pre - j o b
planning and revision are import a n t
p rocesses for any contra c t o r, and that these
p ractices are vital for the ove rall success 
o f c o n t ra c t o rs and their individual jobs.
Th e re fo re, the union re s p o n d e n t s ’ i n d i c at i o n s
about their perfo rmance and effe c t iveness 
in scheduling and pre-job planning may
d e m o n s t rate a misperc eption and
ove re s t i m ation of the effe c t iveness of t h e i r
s cheduling and pre-job planning pro c e s s e s.

■ Second, FMI believes that the union
respondents’ perceptions regarding
materials management, which give their
performance and effectiveness in this
category an average rating of 5.0, are likely
accurate. The nonunion respondents’
perceptions regarding materials
management gave their performance and
effectiveness a somewhat lower average
rating in this category – 4.4. There is likely
some correlation between union
respondents’ higher performance and
effectiveness rating, and the more extensive

in-house fabrication shop facilities operated
by many union contractors. The internal
fabrication facilities likely give union
contractors more control over materials
management processes, and thus allow
them to achieve higher performance and
effectiveness in this operational category.

■ FMI believes that union respondents’
reporting about excessive rework indicates
that union contractors are generally able to
produce relatively high quality work
products without an excessive number of
problems or mistakes requiring rework.
The nonunion respondents’ indications that
a higher proportion of their projects
require excessive rework may have some
correlation with the quality of independent
field and shop worker training compared to
the quality of union apprentice to
journeyman training systems. If union
apprentice to journeyman training systems
are superior to independent training
systems, this could explain the survey
responses’ indication that nonunion
projects more often require excessive
rework, compared to union projects.

ISSUES EXPRESSED BY
SURVEY RESPONDENTS

Typical concerns mentioned by union and
nonunion respondents regarding both
imminent and future challenges for the
industry include:

■ Insufficient labor availability and
quality (union and nonunion
respondents’ concern). FMI believes
that insufficient labor availability and
quality will be a leading challenge for the

6
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construction industry as a whole in coming
years. The combined effect of vast
numbers of retiring baby boomers will
combine with dwindling numbers of young
workers entering and remaining in
construction careers, both degreed and
trade positions, to cause an acute and
troublesome labor shortage for many firms
in the construction industry. For this
reason, it will be increasingly important for
employers and unions to take effective
measures to attract and retain suitable
employees. Such recruitment and retention
measures will include improvements in
training, advancement, compensation,
benefits, flexible scheduling, work-life
balance, and work environment quality.

■ Market competitiveness against
nonunion firms (union respondents’
concern). As mentioned earlier in this
report, industry research indicates that
unions and union contracting firms have
lost significant market share to nonunion
firms in recent years. This simple trend,
combined with factors such as poor owner
and peer contractor perceptions, means
that steps being taken by some unions to
improve competitiveness are of vital
importance to the future of unions in the
construction industry. Unions must
actively promote the advantages of union
labor in order to combat the further
commoditization of many construction
labor functions.

■ Elevated and rising materials prices
(union and nonunion respondents’
concern). FMI believes that elevated and
rising materials prices, like labor availability
and quality, will pose ongoing challenges to
the construction industry at large in
coming years. Union and nonunion

contractors alike face margin contraction,
and high materials prices, which tend to
erode demand and increase costs for
contractors, which only exacerbate the
problem. As there is little that contractors
can do to combat directly rising materials
prices and labor rates, secondary profit-
enhancing strategies such as increasing
productivity, reducing other operational
costs, and increasing the quality and
discipline of financial management are
critical for contractors throughout the
construction industry.

■ Adverse evolution of legal and
regulatory conditions are causing
respondents’ to be concerned about
problems such as mold contamination
liability, workers’ compensation claims,
labor regulations and pension
obligations (union and nonunion
respondents’ concern).

FMI expects that legal and regulatory issues
will remain an important concern for
contractors in this industry. Tort and
contract liability for construction defects
continues to be a danger for the profitability,
and sometimes the survival, of construction
contractors. Additionally, safety measures are
increasingly important for construction firms,
in light of recent substantial wo rke rs ’
c o m p e n s ation insurance premiums incre a s e s.
S i m i l a rly, i n c re a s i n gly stringent reg u l at o ry
re q u i rements from fe d e ra l , s t at e, and local
agencies often result in more complex and costly
c o n s t ruction tech n o l ogies and harsh penalties
for violat o rs. F i n a l ly, pension obl i gations are
becoming a significant concern for many
i n d u s t r i e s, not just constru c t i o n .
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