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Progress, price and the

by MARK BRESLIN

COLLECTIVE BARGAINING as a run-
ning battle between labor and manage-
ment is dead. The age-old exercise in
gamesmanship with labor and manage-
ment has run its course. What it has left
us with is a conglomeration of agree-
ments that rarely are relevant either eco-
nomically or operationally. Many times
these agreements are 50-100 page legacy
documents that bear no relevance to
growth strategy. At their core, collective
bargaining agreements are just a pric-
ing and value document for construction
end users to evaluate where they should
spend their dollars.

Construction as a business is highly
price-sensitive. Thus any owners, from
Sally the senior citizen who needs work
done on her home to Shell 0il as a major
industrial owner, are going to evaluate
value and price as a main driver of their
decision to use union versus non-union
construction services. If we look at col-
lective bargaining through this filter
you can quickly see what we are really
engaged in: a joint effort to give custom-
ers what they are willing to pay for.

Instead, traditionally, every three
years labor and management sit down
and negotiate. Most of the time they
think they are negotiating with or
against each other, but theyre not.
They're developing a joint proposal to
hand to Miss Sally or Mr. 0il Company
CEO or any other public or private owner.
It is not the union or the contractor who
decides if you have a good or bad agree-
ment; it is the owner paying the bill.
And based on the agreement’s joint pric-
ing and operational proposal (compared
to other options available in the mar-
ket), labor and management are either
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rewarded or punished with market share

gains or losses.

What has been lacking on the way
down (while going from 85% union
national market share to 15% today), is
the willingness to recognize bargaining
as a market-driven process. What are
the owners willing to pay for? It doesn't
matter what we think since it’s not our
money being spent. Do our agreements
make sense from a business standpoint?
Are we under or over the price point in
our market?

Now, when it comes to asking the
owner what they need and want, I
already know what will be said: We don't
want “a race to the bottom.” Well folks,
if losing 30-70% market share in every
market in North America is not already
a race to the bottom, then I don't know
what is.

Simple rules govern almost all busi-
ness and pricing decisions, and it is time
we took a hard look at the choices we are
making at the negotiating table.

1. Price in large measure determines
market relevance.

2. Variable pricing (giving the customer
options) generally improves market
relevance.

3. Competition and supply and demand
(should) always influence price.

4, Increasing prices without adding
value reduces market share.
So the really interest-

ing question that labor

and management have to
ask is this: Based on these
principles and your market
conditions, which construc-
tion owners are willing to
accept your price proposals?
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Simple rules govern almost all business
and pricing decisions, and it is time we
took a hard look at the choices we are
making at the negotiating table.

How many are going to take the pro-
posal from the non-union bidder? When
the economic and operational difference
between these proposals influences the
owner'’s decision to “go the other way,”
there are four choices for labor and
management:

1. Do nothing. Allow market conditions
and competition to set market share
and then hope, pray and be reactive
later.

2. Introduce variable pricing and propos-
als. Examine multiple levels of pric-
ing for classifications; reconsider the
“one size fits all” models and markets
approach.

3. Try to introduce or retain price stabili-
zation models such as PLAs or prevail-
ing wage laws to create benchmarks
for market conditions.

4. Reduce price proposals to retain or
gain markets where our price point
has exceeded relevance.

Each of these options is tempered by

a number of variables: Proactive versus

reactive strategy. Trust between the

parties. Supply and demand of con-
struction services. The level of engage-
ment and education of union members.

Political willpower. Leadership. What

is very clear, though, is that the mar-

ket is demanding more from labor and
management. There is an excess of labor
supply in the market. The competition
has reduced pricing while union con-
struction costs continue to increase.
Influencers such as PLAs are depen-
dent on political capital and are meet-
ing pushback in some places. Reduction
or modification of terms or pricing is
controversial with union member con-
stituents who may have unrealistic (or

uninformed) expectations of their lead-
ers. Many claim to want no change, even
though 30-40% may be unemployed and
sitting on the bench.

In summary, the future of bargain-
ing has to be market relevant. It takes
real research to know where you are
and where you want to go. It is going to
take a sincere effort by both labor and
management to educate union members
to obtain their support for necessary
change or innovation. It is going to take
bolder leaders with more vision and a
real willingness to embrace innovation
and risk.

The majority of the construction
owners really don't care if we thrive or
stumble. Our challenges and problems
are largely irrelevant to them. Our rela-
tionship with them is economic. They
are waiting to reward or punish us with
their construction dollar. They are ask-
ing a vital question: What do you have for
me to evaluate as I make my choice? Labor
and management must answer that ques-
tion more effectively in the future, or
accept the market consequences of the
status quo. |
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