State Building & Construction Trades Council of California, AFL-CIO

BUILDING TRADES

BULLETIN

Contact: Sandy Harrison,
Communications Director
(916) 443-3302, Fax (916) 443-8204
sharrison@sbctc.org

www.sbctc.org

August 8, 2011


Labor, Management Inform Local Governments
Why PLAs Work
The California Construction Industry Labor Management Cooperation Trust has contacted
every city mayor, councilmember and city manager; county supervisors and officials; along
with school board members and school district officials, with a detailed letter explaining why
it is in their best interest to use Project Labor Agreements on local construction projects.
The letter, endorsed by both management and labor officials, explains what PLAs are, who
ABC is and why they attack PLAs, and how PLAs benefit governments and taxpayers, while
keeping jobs in local communities.
The letter also includes a thorough rebuking of ABC’s recent false and misleading study on
PLA costs by Michigan State economist Dale Belman.
The entire letter is attached.
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open and fair competition and maximizing taxpayer dollars on public projects.
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not only help preserve marketplace competition, but help stimulate it.
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participant in public policy.
than 1 percent in California), the “ABC” has been a vocal and active participant in public policy.
ABC and other PLA opponents claim that PLAs challenge competitive bidding on public works projects;
ABC and other PLA opponents claim that PLAs challenge competitive bidding on public works projects;
the fact is that because of the proven management features of PLAs, many contractors will not bid on a
the fact is that because of the proven management features of PLAs, many contractors will not bid on a
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ABC insists on claiming that the use of PLAs in the public sector results in an increase in construction
ABC insists on claiming that the use of PLAs in the public sector results in an increase in construction
costs. Yet the reality is that many cities have found that PLAs help them save money on construction
costs. Yet the reality is that many cities have found that PLAs help them save money on construction
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plants and schools up and down the state; it will work for your city too.
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will direct resources into low-income neighborhoods, PLA local hire requirements not only ensure that
local residents are hired, but are useful for targeting opportunities to low-income residents who might
otherwise not benefit from new development. Moreover,
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Thus, by ensuring that everyone pulls their own weight, PLAs benefit all parties involved in the
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the contents of this letter or have specific questions about project labor agreements, please do not hesitate
to contact us. We
Weare
aremore
morethan
thanhappy
happytotoschedule
scheduleaaphone
phonecall
callor
ormeeting.
meeting.

Sincerely,

Bob Balgenorth
Balgenorth 					
Bob
Chairman
Chairman 						
California Construction Industry 			
Labor- Management Trust 				

Scott Strawbridge
Strawbridge
Scott
Secretary-Treasurer
Secretary-Treasurer
California Construction Industry
Labor- Management Trust

Enclosure: Dr. Dale Belman, Michigan State University: letter to researchers of Measuring the Cost of Project Labor
Agreements
Agreements on
on School
School Construction
Construction in
in California
California

July 18, 2011
Mr. Vince Vasquez, Mr. W. Erik Bruvold and Dr. Dale Glaser
National University System, Institute for Policy Studies
11355 North Torrey Pines Road
La Jolla, California 92037
Dear Mr. Vasquez, Mr. Bruvold and Dr. Glaser:
I was pleased to read your study, Measuring the Cost of Project Labor Agreements
on School Construction in California, with great interest. As you know, I have researched
and published studies on project labor agreements (PLAs) and school construction costs
including Project Labor Agreements’ Effect on School Construction Costs in
Massachusetts, Industrial Relations 49,no. 1 (2010) and remain interested in all new
research in this area.
I have read your study carefully to better understand your data, model and methods. I
find that your study’s conclusion is not supported by your research; that you have
overlooked important factors that affect costs, and that you have misinterpreted and drawn
erroneous conclusions from my work; mistakes that I hope you will want to correct.
Correctly interpreted, your results are basically consistent with those presented in my
article on PLAs and Massachusetts school construction costs. The take-away from your
results can be summarized as follows: When appropriate controls are included for
differences in the characteristics of schools built including school type and location,
building specifications, materials used etc., there is no statistical evidence that PLA
schools are more costly compared to non PLA schools.
Since you may not realize that this is what your research results mean, let me provide
some detail:
 As I have shown in the past, it is challenging to separate out the effect of PLAs on
school construction costs from the effect of the specific characteristics of particular
projects. Because different schools can have very different construction specifications
and can differ in other ways, it is critical to separate out any PLA effect from the effect
of building characteristics. If the effect of school characteristics is not distinguished
from any possible PLA effect, there will be omitted variable bias which potentially
completely invalidate the research results.
o Because of the set of factors used to explain school construction costs
is so limited(you have only six explanatory factors other than PLA)
there is considerable risk of omitted variable bias. For example,
although all workers on school construction projects are paid
prevailing wage, the prevailing wage varies systematically by region.
If high prevailing wage regions, such as the Los Angeles area, are
more likely to use PLAs, your PLA variable will be biased upward by
the omission of a control for differences in prevailing wages between
regions. A control, such as the prevailing wage for a benchmark
trade such as carpenter, at the time the school was constructed, would
likely have been sufficient to remove the bias.
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renovation project and what type of renovation was done.
Another apples-to-oranges comparison in your research of the mixing of rehab, renovation and
remodeling data in with new construction. This is a bad idea simply because the specific needs of
individual renovation projects can vary so widely. One school might just need a roof while another
might require a rebuild to meet earthquake seismic standards. The two schools could have exactly the
same square foot size and hugely different square foot renovation costs. These kinds of projects
should not be lumped together, much less thrown in with new construction. A cleaner data set would
have used new construction only to avoid apples-to-oranges comparison mistakes. But at the very
least, you should have had a control variable in your model indicating whether the project was a
renovation project and what type of renovation was done.






Some of the results reported in Chart 6 are not sensible. An implication of your model is that a very
large school will cost nothing. While this might be viewed as good news for financially stressed school
boards, it is obviously wrong and indicates the variable is mis-specified.. Similarly, your model indicates
that seems that school costs rise without limit by $7.50 per square foot each year. It is not credible that
school construction costs will rise by $75 between now and 2021, or by $300 per square foot by 2051
simply because of the passage of time. This is obviously wrong and again, suggests serious
misspecification.
Another apples-to-oranges mistake in your work is failing to use clustered errors to allow for common
factors affecting school costs among schools in a single school system. School district construction
policies can be very different across school districts. As noted previously, the LAUSD builds to different
seismic standards than many other school districts and this certainly affects both costs and the error term
of schools built in the LAUSD. This is a technical point but an important one: errors in your estimates
will not be independent across observations and your estimates of statistical significance will be wrong.
The large effect of controlling for the LAUSD on the estimates strongly suggests that observations are not
independent.
You have also made some errors with respect to my work. The 2005 paper is an early version of the
article which, having gone through peer review, appeared in the January 2010 issue of Industrial
Relations. The 2010 work builds on the prior working paper and extends that work, so it would be most
appropriate to use only the 2010 version. Also, your chart 4 took the estimate of the PLA effect from a
model which I was using to demonstrate the effects of under specification on estimates of PLA effects.
My final conclusion, based on the whole of my work, was that there was considerable evidence that PLAs
did not affect school costs, but that it was difficult to separate out the effects of PLAs from the effects of
characteristics which cause PLAs to be used in school construction.
All said, I was pleased to review your report and find that, similar to my work, it supports the view
that PLAs do not affect the cost of construction of schools. I doubt that is the conclusion which you
intended, but it is clearly there in your results. To the degree you disagree with this, the appropriate
venue for deciding the merit of your work would be a peer reviewed journal. This is the accepted forum
for the evaluation of research as it provides review by disinterested experts on the subject and
methodology. I would suggest you try Industrial Relations, The Industrial and Labor Relations Review or
Economic Inquiry as these are journals which are well respected and are likely to be interested in this
issue. I am interested in taking a closer look at the data and would be most grateful if you would share
your data with me; I would be happy to provide you with the data my colleagues and I collected from
Massachusetts.
Yours,

Dale Belman
Dale Belman
Professor
School of Human Resources and Labor Relations
Michigan State University
517-927-9244
drdale@msu.edu

