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INTRODUCTION 

 
 
This study examined the impacts of construction unionization on the economy 
of Massachusetts, with a focus on the economic impacts of union earnings, 
and on the real estate investments of joint pension funds.  This research also 
explored whether there are social and economic costs resulting from the 
operations of non-union contractors in this industry. 
 
The methodology used to estimate the economic impacts of union earnings is 
based on similar efforts to estimate the economic impact of prevailing wage 
laws and union wages on local and regional economies.  Belman and Voos 
(1995) found that a repeal of the prevailing wage law in Wisconsin would 
result in a net loss of state revenues in the amount of $6.8 million per year.  
Similarly, Kelsay, Wray and Pinkham (2004) used regional input-output 
multipliers (RIMS II) to estimate total economic losses of between $318 
million and $348 million annually, which would result from the repeal of the 
prevailing wage law in Missouri.  The Economic Roundtable (2007) estimated 
that union workers earn an average of 27 percent more than non-union 
workers in Los Angeles County (California), and found that this union wage 
advantage has a stimulating effect on the overall economy of the county.  
 
This present study used RIMS II multipliers to estimate the economic impacts 
of the union wage differential in the construction industry of Massachusetts.  
These economic impacts occur first as workers receive payment for their labor 
(direct effect), then as purchases of supplies, materials and services (indirect), 
and finally as the increase in demand for consumer/household goods and 
services resulting from increased spending by workers (induced).  An average 
union wage premium was calculated using data provided by 26 Building 
Trades local unions and district councils representing 91 percent of union 
members in the state.  The data provided included employment (hours 
worked), earnings, and wage and benefits rates for union and non-union 
workers.  These data were supplemented with information and statistics 
obtained from the Massachusetts Department of Labor, Division of 
Occupational Safety, and the U.S. Bureau of Labor Statistics, as well as with 
data collected through interviews of employers and union representatives.   
 
Previous studies (Hagerman, Clark, and Hebb; Pozdena, Josephson, 2006, 2009) 
found that targeted investments of joint union-management pension funds can 
not only yield competitive risk adjusted returns to investors and beneficiaries, 
but also produce collateral social benefits such as jobs and affordable housing 
in the communities where union workers live and work.  This present study 
collected data from local pension fund administrators as well as fund 
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In summary, construction unions have positive impacts on the economy of the 
state, while the non-union sector is likely to produce social and economic 
costs resulting from low wages and limited benefits paid to non-union workers.  
Given the challenges to enforce labor laws at the worksite level in an industry 
structure such as that of the construction industry, unionization is still one of 
the most effective vehicles empowering workers to monitor employers’ 
compliance with labor laws. 
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Social Costs Imposed by the Non-Union Construction Sector 
 
There is significant, but not easily quantifiable, cost shifting from non-union 
contractors to taxpayers as a result of the low wages and limited benefits paid 
to non-union workers.  Despite state legal requirements for employees’ health 
benefits coverage, the coverage provided to non-union workers is mostly 
inadequate or virtually non-existent.   
 
Misclassification of workers and workplace fraud, which are characteristic of 
the underground economy, are pervasive in the non-union construction sector 
and continue to undermine workers’ standards of living as well as employers 
who abide by the laws and regulations.  They also result in millions lost in 
state income and payroll taxes.  In March of 2008, Governor Deval Patrick 
signed Executive Order 499 establishing a Joint Task Force on the 
Underground Economy and Employee Misclassification.  This Task Force has 
made important inroads in increasing enforcement efforts against employers 
who engage in fraudulent employment practices. 
 
This present study found that in addition to the problem of misclassification of 
workers as independent contractors, there is the widespread practice by non-
union contractors to misclassify workers in lower paid occupations and 
categories (e.g. bricklayers misclassified as laborers, and journeymen 
misclassified as apprentices). 
 
Existing research has found that union training programs are more effective 
than non-union programs in terms of enrolling apprentices and producing 
journey-level workers.  The quality of the training has important implications 
for workers’ productivity as well as for decreasing occupational injuries.  
OSHA records for the Massachusetts construction industry reveal that 88 
percent of the violations between 2004 and 2009 were committed by non-
union contractors. 
 
 
Conclusions 
 
Unionization of the Massachusetts construction industry results in direct and 
indirect benefits for workers, their communities, and the economy of the 
entire state.  The union wage advantage is a key factor for increasing workers’ 
spending power and stimulating the overall economy; and joint pension funds 
contribute to the economic development of the communities in which workers 
live and work.  By contrast, many non-union contractors engage in cost-
saving practices that involve the avoidance of labor and tax laws and 
undermine workers’ incomes, labor standards and the tax base.  As challenges 
to enforce labor laws in this industry persist, unionization remains as one of 
the most effective vehicles for empowering workers to monitor employers’ 
compliance with labor laws.  
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 The increase in aggregate earnings of unionized construction workers 
has a multiplier effect on the total incomes of Massachusetts families.  
As union workers enjoy higher income levels, their ability to spend in 
goods and services in their communities also increases.   This process 
results in $1.74 billion of increased income for all state residents. 

  
 The union wage premium has a positive effect on state tax revenues as 

well. As unionized construction workers and other workers in the 
economy are able to afford more goods and services, sales tax 
revenues of the state increase by $23.8 million.  Additionally, state 
personal income tax revenues increase by $92.3 million. 

 
 The total economic impact of the union wage premium amounts to 

$1.8 billion.   
 
 
Impact of Total Earnings of Unionized Construction Workers 
 
The overall earnings of union construction workers generate economic 
benefits to the state and its communities.  

 
 Total union earnings in the Massachusetts construction industry 

amounted to $2.3 billion in 2007, excluding non-wage compensation.   
 

 The impact of these earnings on the total income of Massachusetts’ 
families amounted to $4.3 billion.   
 

 The impact on state revenues amounted to $59 million in sales taxes 
and $228.6 million in income taxes.   

 
 The total economic impact of union earnings on the economy of 

Massachusetts amounted to $4.6 billion in 2007. 
 
 
Real Estate Investments of Union Pension Funds 
 
The investment of union pension funds in real estate development projects 
creates additional employment opportunities in the construction industry and 
increased overall income in Massachusetts, while producing competitive 
returns for retirees and beneficiaries.  This research identified $1.56 billion of 
Building-Trades pension fund investments in real estate development projects 
in Massachusetts. 
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EXECUTIVE SUMMARY 

 
 
 
This study examined the socio-economic and fiscal impacts of construction 
unionization on the state of Massachusetts, and explored the role of union 
pension funds in promoting job creation and economic development in the 
state.  The construction industry is among the top ten largest employment 
sectors in the Massachusetts’ economy, generating 149 thousand jobs annually, 
including administrative positions and an approximate total of 120,000 
construction production jobs.  This industry is highly unionized, with Building 
Trades unions representing over 73,000 members, or more than 60 percent of 
the construction workforce, according to data from the U.S. Department of 
Labor.i 
  
This research finds that unionization in this key industry not only increases the 
incomes of union workers but also yields economic benefits that ripple 
through the economy of the state.  These benefits include, but are not limited 
to, the positive economic impacts of higher union wages, as well as the 
stimulating effect of real estate investments of union pension funds.  Using 
both quantitative and qualitative approaches, this study estimated the 
economic and fiscal impacts of construction unionization and explored the 
less easily quantifiable costs that non-union contractors shift to the unionized 
sector and to taxpayers in general.  Key research findings follow.  
 
 
Impacts of the Union-Wage Premium 
 
The increase in union workers’ aggregate earnings that derive from the union 
wage premium (or union-non union wage differential) has a stimulating effect 
on the economy of Massachusetts.  
 

 Union workers earn an average of $13 more per hour than non-union 
workers in the Massachusetts construction industry.  When benefits are 
included, unionized construction workers earn an average of $28.35 
more per hour than non-union workers.   
 

 This union wage premium of $13 per hour results in an increase of 
$930 million in the aggregate earnings of unionized construction 
workers.  When non-wage benefits are included, the total increase in 
the aggregate earnings of unionized workers amounts to $2.02 billion.   
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Endnotes 
                                                 
i U.S. Department of Labor, Office of Labor Management Standards, Form LM-2 for 85 
Building Trades local unions. 
ii Based on a job impact factor of 6 construction jobs per $ million, the indentified investment 
projects could create over 9,400 construction jobs. 
iii New England Regional Council of Carpenters (NERCC), Survey of non-union sites.  
iv Contractor interviews. 
v Contractor Interviews and NERCC Survey. 
viContractor Interviews.  
vii Authors’ analysis of OSHA records. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




