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The Management Magazine of the Construction industry

FEATURES

Business Management: Raecapitalization and Estate
Freezing in the Family Business Recapitaization and estate freez-
ing are two popular concepts in family corporation financial pianning today
Robert M Mevers, presigent. Managernent Planning Inc , Princeton. N J |
presents a detalled discussion of these concepts 9

AGC Rates Congress for the eightn year. CONSTRUCTOR ouc-
ishes AGC's ratung of Congress which includes tne voung recorg of avery
senator and representative on 1ssues of vital importance to the corstruct:on
industry  This puli-out pamphiet can pe saved for future reference 15

Reagan Administration...and the Morning
After President-elect Ronald Reagan beneves business. not government
holds the solution 10 many of the nation’s economic proolems CONSTRUC-
TOR analyzes some of Reagan's proposed strategies for adaressing inese
concerns 27

1981 AGC Construction Forecast In an AGC survey. memoers
see a3 small increase in construction voiume and an 11 8 percent inflation rate,
resulting 1n a real dollar decrease of 5.1 percent in the 1981 construction
market V. ]

Occupational Forecast 1981 AGC’s occupationai division chairmen
assess the outlook for construction in 1981 Forecasts for buiding, neavy-
industrial, highway, internattonai construction and mumc:pal-utilities are n-
cluded. 30

A Conversation With Senator Robert T. Stafford Serator
Stafford’ Vermont's senior senatar, 1s the new charrman of the Senate £n-
vironment and Public Works Committee. AGC President ival Cianchette ang
M-U Division chairman James Pizzagall of Vermont recentiv met with

Senator Stafford and discussed several key CONSTruction 1ISsues. 36
Newsiletter Halimarxs of 1981 convention  AGC commends TVA for b lerings  GAQ

vacks contractors argument thar MBE comohance 15 matter of responsiibity. not ‘espon
sveness  Deadiine approacting for Chapter of the Year. Cashman Trophy entries  Internancral

construction news . 3

DEPARTMENTS
President s Message Return 10 reason — in the pubic interest )
Management Notes £qual Access (0 Justice At -
Labor Notes CLRC Bargaung intormanon wnen it counts 38
Legal Matters Serai aroitraton b
Palitical Action whno won? :
Money 1 the Pocket 1S yOur COSt CONtrot system redily Droguciive’ 42
Classitied EL)
Adveruser's Index 49
Commentary AGC PAC proves its worth 50

Is there a possibiity that construction 1S “‘on the long road to COVER
recovery?” This forecast i1ssue looks at the 1381 construction outiook 1n kev markets. as
well as the impact inflaton and government regulations are having on the ndusiry
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FEATURES

Business Management: Do You Need Professional Liabil-
ity Insurance? Exposure to professional liability loss occurs as many
contractors provide project owners with an increasing amount of services.
This arucie defines some of the professional liabiity exposures which face to-
day’s contractors and provides alternative ways of dealing with potantial ex-
posure 10 loss. : 11

Paperwork Management: How A Consultant Can Help
You it seems that everytime a contractor turns around, the government

.and other forces are requiring mare documentation. As a resuit, many con-

tractors are developing sophisticated paperwork management procedures (o
help them survive the age of the "paperwork explosion.’ In this article, an ex-
pert gives advice on this topic. 20

How to Select an Accounting Consultant Have you had trou-
bie selecting an accounting firm? Are determining criteria as difficuit for you
as the selection itself? In a business with as many vanables as contracting,
knowing how to select accounting services appropriate to your needs is a top
prionty. Detaled guidelines for selecting quatified accounting consultants are
presented in this feature. 3

Consultants to Help Contractors Deal With and Avoid
Claims Problems Clams problems have become aimost nevitable in
today’s world of muiti-mitiion dollar construction projects. The resuiting tegal
actions have increased so dramatically that many contractors are twnng con-
sultants to help them deal with and avoid claims problems. This feature
presents a detailed discussion of developments in this area. 28

AGC Informs Reagan Team of Legislative ssues The full
text of a letter sent to the Reagan transition team from AGC's Executive Direc-
tor of Congressional Relations, Richard C. Creighton, this Ietter is an exampie
of the continuing involvement AGC has and will have with the Reagan Ad-
ministration.

NEWS

Newsiattor Alabema 8ranch wins meor regicnsl MBE case.  AGC Conventon, regrster
now  Contractors meet with New Hempsture frashman Serator Ruaman  Results ere (allied for
new directors, national officers. OFCCP pubiishes new affirmative scuon rulss . CLARC wrap-up’
Prosectons on wege settioments  20bel becomes new NAVFAC commander  OSHA's cancer

PORCY-IMUIONS CAUSET Dy The DENnIene JBCiSION  INtBMELOnel CONSIEUCHON News . 5
DEPARTMENTS

President’s Message REturn 10 reasOn Commutment (0 8 new DeQINNIng 4
Management Notes Strateguc planring — ke to success 10
Labor Notes Pension Fund Invastment Poicy an issue for the 80's p--]
Political Action Sanete commuttens of interest (o Conirectors k3l
Money i the Pocket Is 8 Sudchaprer S election for you? k]
Clasuitiod k-]
Advertiser's Index 3
2

Commeniary AGC continues camoeedn eganst TVA's in-house ConStruction pokcy

The ledger sheet suggests the great emphasis on management COVER
practices and techmiques in 10day’s compiex and sophisticated construction industry.
Specialized consultants are playing an increasing roie n this changing industry.

FEBAUARY 1981
VBPA m Vol LX1l

No. 2

BONSTRUETUL

— e wamy W2




¥ term as
because

Te was a
stry. One
1that the

an,"” and
»PACsin
J sweep-

2 federai
2gulatory

: Person-
ng of the
/ernment
‘erations.
ints who
self, | am
'standing

3chieving
ish when
ne. What
J acheve
sential 1o

:affs, and
ese past

SUBLISHER
.o 3eals Executive Vice President
sxcaiea Gereran Contractors of Amenca
A552CIATE PUBLISHER
Zonalg A Scott
agst Seecutive Director AGC
HAECTIR OF INFORMATION
Nilham Jayne
EDITCR
Cane B Snaw
ASSOCIATE EDITOR
lerome N Jetierson
PUBLICATIONS MANAGER
Satricia Whittles
MARKETING MANAGER
Becky Lower

CONTRIBUTING EDITORS

4GC Newsietter  Withiam Henry
Sulging  Campbeii Reed
~swcuon Ezucaton  Ermie Jones
Empioyment &
Traming  Chns Monek
ematona Constr Frank Schneller
neavy Ingustnal  Dawid Johnston
Highway John Gentille
Lavor Aelanons  Denmis Bradshaw

Richara O'Brecht
Legal  Marvin Schechter
Legisigion  Chuck Carrolt
James Cromwell
Roby Kimbail
ingng Voorhees
Mynipal Luihities Josepnh Ashogh
Satety . Arthur Schmuhi

SNSTRUCT 2R HSSN 0162-6191] 15 pubhished
>y oy the ASSOCIATED GENERAL CON-
SUCTORS of AMERICA, 1957 € Streat, N.W ,
ramngion, D C 20006 ©Copynght 1981,
~soodied General Contractors of Amenca.
SJBSCRIPTION AATES U S and Canada,
"W per vear. S1500 - 2 vears; $25.00 - 3
w3 loregn 322 00 per vear. $44 00 — 2 yeers,
80 - 3 vears Single copies reqular issue.
-3 g Carasa $200, toregn, $300. AGC
MECTORY ISSUE 536 00
Lortrolled  crrcylation  postage pard OLIVE
BANCH, MISSISSIPPI POSTMASTER: Send
™ ¥79 address change to CONSTRUCTOR,
FTE Sueet. N W . washington, 0.C. 20006 (or
e of luititiment houss).
| Lonmbutions snouid be mailed to CONSTRUC-
R %7 E Srreet. NW . Washington, D.C.
ME Unsoicited matenals must be accom-
Wt 2y cqturn g8 Ackr gement of
N ®ason upon such matenats shail be made
n 0 working days. This magazne wiil
ure 1o respansiehity for loss of or damage o
A Matenat Any material accepted 1s SuDCt tO
Weon a8 necessary in bur sole discretion (o
W e raquirements of this publcaton. Upon
ABALON 3nd 1N ACCOAINCE tO DrOF agresmant,
Wment may 0e mace at our Current rate, wiwch
s the aulnor's and/ of coninbutor's Nght, -
¥ 4 mtereat in and 1o the material mailed, n-
Adng. byt not limited 10 Manuscripts and/or
$hall consutute an express warranty by
'.ﬁ!ﬂl?)lol N3t the matenai s in no wWay mnin-
on the nghts of others Matanal
:ﬂ'-nm CONSTRUCTOR remains the proper-
¥ %4 magazine No matenal, nor parts thereot,
" te reoroguced nar used aut of contet,
WOt Pnor, specific appeovat of and proper
10 e magazine.
Aomrtung matenals should be forwarded to
0wy Degariment, 1967 € Streat, N.W .
Wetwgion, 0 ¢ 20008 Phone (202) 383-2040.

CONSTRUCTOR.

The Management Magazine of the Construction industry

FEATURES

Business Management: Cash Budgeting — A Must for
Contractors The cash budget is one of the most usaful financial and
planning tools known. Here's a convincing discussion of why the construction
industry should adapt it. 13

Welcome to Washington, D.C. Here's an explorer's guide to the
city. for free ume before, during, or after AGC's 62nd Apnual Conven-
tion/ CONSTRUCTOR Exposition. 2

Construction — Changing the
Nation’s Capital washington
D.C.’s Metro mass transit system, (-66,
the East Wing of the National Gallery of
Art and the Nauonal Airr and Space
Museum are just a few of the recent con-
struction projects that are chanqing the
face of the national city. 2

The 1981 AGC CONSTRUCTOR Exposition An exciung
preview of the products, exhibitors and schedule of the 19th Annual Exposi-
tion. Booth layout and exhibitor istings are included for easy reference. k)

Return to Reason — The Message of the '80s  In March 1980,
ival R. Cianchetta set the theme '‘Return the Reason’ for his year as AGC's
president. AGC, through President Cianchette's leadership, has acheved
notable success in setting a tone of a return to reason for the '80s. This feature
repnnts all of President Cianchette’s CONSTRUCTQR editorials. 48

NEWS

Newsiotter Controversy continues in &8] program  Reguisions frea1s is campagn promise
tumed [0 action  Mendncksan honored by Moles  Houston construction boom  AGC seeks

records on constuction by govamment forces  intermnationst News 17
Regional News . 68 Nawsmakers n
President’s Message Rstum 10 reeson 2 review . . 4
Management Nates Sending sn employee sbroed? 7
Labor Notes Umon law suits 10 enforce pre-hire sgreements 56
Lagal Matiers Contractor’s nght (G sue 8rciitect/ engineer 58
Pohtical Achon Koy cormvettess of the House 60
Money in the Pocket Contract ciamms 64
Classified 80
Agvertiser's index 8
Commentary 2
The visual theme of the cover echoes AGC's tone for the coming COVER

year, and highhights the feature, A Return 10 Reason — The Message of the '80s.”
PHOTOS: Cover background and inset of Reagan/Bush and page 22  UNIPHOTO.
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FEATURES

Business Management: Can a Joint Venture be a Happy
Marriage? Canstruction joint ventures — partnership arrangements bet-
ween two Or More Construction companies on a project — shouid be under-
taken with great care. This feature 1s based on a recent AGC convention
seminar presentad by F. Crowder Falls. a managing partner in the firm of Peat,
Marwick, Mitchell and Co., Charlotte, N C. 13

The Climate of Economic Optimism

President Ronald W. Reagan has proposed over 300
cuts In the federal budget over the next five years.
Many of these budget changes wiil affect contrac-
tors. Construction business leaders. however, are
optimistic that the stimuiation of new business due
to Mr. Heagan's economic recovery pian will
outweigh the losses. 24

Y
AGC President Tom Dailey Builds Industry Unity AGC's
president Thomas E. Dailey, chairman of the board, R.E. Dailey and Com-

pany, Detroit, Mich., in an interview with CONSTRUCTOR, expiains his views
on industry unity and AGC's roie in the industry. K ]
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- The scope of work that AGC president Thomas E. Dailey's firm, COVER
R.E. Daiey and Company, Detroit, Mich., performs, 1s prctoriaily highlighted on the
cover.
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FEATURES

Business Management: Asset-Based Financing Contrac-
tors interested in financial methods shouid investigate asset-based financing
— a cash conserving strategy that has been used for years by construction
contractors with high equipment intensity. This feature presents a detaiied
discussion of this financing concept. 8

A Contractor and a Sub View Each Other CONSTRUCTOR
interviewed general contractor Marvin M. Black and subcontractor Robert W
Colgan 10 compare their views on a varety of topics. 20

e
N
y B

Guarantees and Warranties: The Con-
tractor's Viewpoint The complex web of
guarantees and warranties on a construction project
zan be compounded by different expectations from
the owner, architect, general contractor, subcon-
tractor and supplier. 24

.

A Developing Market — Reconstruction/Renovation
Reconstruction/renovation work s one segment of the construction industry
which could prove to be a valuable market for interested contractors. This
feature expiains why. .}

NEWS

Newsierter GSA report bnngs 8lal abuses into focus  AGC provides suggesvons for ad
mimstranon’s requistory reform  Reward isn't wonth the effort — case misiory of bigaing a federal
106 Chapter publication covers employers nghts uncer OSHA  Reagan administration cails for
“Retorm of EPA Grants Program™  ADAP bills in House and Senate  Judge vacates OSHA cia-
von for “tnfing imury” Ival Cancherte elacted CICA officer  international construction news !5

Regional News 42
Newsmakers %
President’s Message 4
Management Notes Rehadiitaron A good market for contractors 7
Labor Notes Seidom used remedy found for victims of construction site violence k2]
Legal Matters Consequennal damages 36
Money in the Pocket Contract Clains assessing the amount k]
Classified 49
Advertser's index 49
Commentary S8A program (o develon compelilive minonty businesses —~ @ Castly fadure 0
New York City's skyline showing renovated Chrysler Building. See COVER
"“Reconstruction/Renovation,” pg. 28 for details of the project.
Photo by Balthazar Korab, UNIPHOTO
MAY 1981
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Business Management Strategic Planning in the Pro-
fitable Construction Company The construction company that
takes time to study 1tself and develop a strategic pian will be better able to face
changes in the external environment. 1"

Building the Future Through Construction Education Ex-
panded managenal traiming of personnel 1s one of construction’s most press-
ing needs. This arucle explains what AGC is doing to meet that need. n

AGC Student Chapters Students gan valuable construction
knowiedge and experience through participation in AGC Student Chapters.
Here's how they work and a complete hsting of student chapters across the
country. 28

Improving Construction Education The objectives and activities

of the AGC Construction Education Committee are descnbed n this feature
by commuttee chairman Richard Kerschen. i N

Continuing Construction Education with STP  The Super-
visory Training Program [STP], in Portiand, Oregon has had an amazing suc-
cess rate. Find out how their program works. »
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The 26th Anniversary of the Interstate The U.S Interstate
Systemn celebrates its 25th anniversary this year. however, i1t 1s aiready show-
ing signs of old age. AGC's Highway Division Director John Gentlle, and
Assistant Director John Berard. present a detaiied discussion of the probiem

14

Interview with FHWA Administrator Barnhart The current
economic scenano has caused highway contractors 10 nNave many questions
for the federal government. To find answers to these questions. CONSTRUC.-
TOR interviewed the Administrator of the Federal Highway Agministration,
Ray Barnhart. 2

Indexed Motor Fuel Taxes Grow in Popularity The four-
cents per galion federal motor fuel tax generated sufficient revenues in the
1970s; however, changes in driver habrts and a drop In fuel consumption over
the past decade have. cut into these revenues generated for the federal
Highway Trust Fund. This feature presents detaiied information on an alter-
native method of generating funds. - KV}

Recycling Cement and Recycling Asphalt Aiong with the
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This scenic view of Interstate 85 near Burlington, NC 1s a
visua! prelude to CONSTRUCTOR's sfory on the system's 251h anniversary and an in-
terview with FHWA's Barnhart.
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FEATURES

Water Resources: Scarcity Among Plenty £ven though an
average four billion gallons of precipitation falls on the U.S each day. many
regions of the country are experiencing difficult water resource development
problems. This articie thoroughly examines the problem. 14

Synfuels: Has the Commitment Dled? Last year, the construc-
tion industry was optimistic about the advent of a8 major new market — syn-
fuels. However, in the past year, nerther the nation nor the industry has feit
the impact of any major synfuels project. 21

Analysis of the Economic Recovery Tax Act of 1981 Presi-
dent Reagan recently signed the Economic Recovery Tax Act of 1981 into law
— the single largest tax reduction in U.$. history. This feature examines provi-
sions of the act which will have a significant impact on the construction in-
dustry.

Deep Draft Ports: America’s Ticket to Coal Exports while
striving to become less ' oil dependent,” the U.S. finds itseif in the surprising
and ironic position of trying to fill orders for cosl from other nations. This
feature presents a detailed discussion of the topic.

AGC’s Committees Structure: Heart of a Healthy Associa-
tion AGC's policies are developed by more than 80 national committees
comprised of more than 1,400 general contractor members. To more fully ex-
plain the work of these committees, CONSTRUCTOR presents a compiete

listing of their functions. 3
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FEATURES

Construction Equipment of the Future Construction equip-
ment manufacturers across the country are cumrently studying how contrac-
tors operate and service their equipment to determine desired improvements
in future technology. This feature presents a detailed discussion of the sub-
ject. . “
Equipment Acquisition With the current high interest rates, tight
money and unpredictable construction markets, contractors are finding equip-
ment acquisition 10 be 3 challenging and compiex task according to CON-
STRUCTOR interviews with contractors from ditferent regions of the
country. 2

New Products A showcase of new construction equipment designed
10 increase on-the-job productivity and efficency. 24

A Massive Equipment Maintenance Program at the
Tennessee-Tombigbee Waterway Project Everyday, six days
3 week crews and equipment are at work on this huge project. Here's how the
squipment is kept rolling. 2

Oil Analysis Program Doubles Equipment Life, Decreases
Maintenance Costs A good oil analysis program can help prevent
costly equipment downtime and repairs because it gives master mechanics in-
sight nto the internal operations of construction equipment. This cost eftec-

tive, preventive maintenance tool is examined. >
NEWS
AGC ke positve approech on ditficut cauwes AGC wil not support CM

Newsletter
X A changes of Devis-Bacon 1982 Officers normwnated  Other
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Thes dozer rarely gets a brasther on a project in the oil boom 1own
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Features

Construction and the Era of Positive Regulatory Reform

The construction industry — the natian’s largest employer — has been inun- F
dated with excessive governmentat reguiations for many vears. To heip ease 20

the situation, the Reagan Administraton is making .positive regulatory
reform efforts. This feature thoroughly examines the subject

Houston Construction Boom “| [}
Houston, Texas — the site of AGC's 83rd Annuat Convention/ CONSTRUC- , 1
TOR Exposition, 1s currently experiencing a tremendous surge in construc- 28
uon activity in spite of soanng interest rates and a national recession This b .
feature examines the phenomenon ik

The 1982 AGC CONSTRUCTOR Exposmon

Contractors can see a wide array of products and services tor the canstruc- 1
ton industry at the annual CONSTRUCTOR Exposition in Houston, Texas 37 . ]
Exhibit hours. exhibitor listings and products are included for easy reference. (IR |

The New Tax Law and Cost Recovery for Construction
Contractors

Construction contractors are going to be affected by provisions in the
Economic Recovery Tax Act of 1981 relating to capital cost recovery and
leasing This feature examines the provisions. :

‘University Construction Programs at a Turning Point
tndividual construction firms can protect their source of future management
talent by supporting university CONStruction programs

Wae Stand at a Crossroads
AGC President Thomas E. Dailey’s recent address to the Buiiding Trades 617
Department, AFL-CIO, 1s printed in 1ts entirety on these pages.

22"
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News

Newsline...... Redirect OFCCP, AGC asks agency and Congress  Pres:-

dent Dailey to Building Trades: Times demand cooperation  New Jersey

group starts public awareness drive on value of contract consiruc- 77
ton  Charles Gargano named for UMTA position.  Supreme Court takes

local 542 case; AGC filed amicus brief . IECIC conference provides forum

for ideas on strengthening U.S. exports. AGC testifies for Senate resolu-

uon on contract method. .

.= mam—— 7" TR AT,

Regional Action . . 69 Newsmakers n

%

Perspective . . L .
President’s Message . . . . . Future Collective Bargaining
Management Resources . . Build your business's image
Labor Notes . .. . . . . ERISA remains in the spotlight
Legal Matters. . . Arb/traaon against owner litigation aganst architect
Pohtical Action. .o .. Continued AGC PAC success
Edetorials . . . o . The decay that threatens economic growth

1 re e

E&&Q:‘ow

1
Three government officials active in positive regulatory reform — EPA Ad-
ministrator Anne M. Gorsuch, Interior Secretary James G. Watt and Labor
Secretary Raymond J. Donovan - are portrayed in @ painting by
Washington, D.C. artist Sharon Rogers. Vol. LXIII
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Features

How to Develop An Effective Marketing Plan For Your
Construction Company

Step by step instructions for developing an effective marketing plan for con- 78
struction companies. Sample marketing, action and profit plans are includ-

ed.

The Company Brochure: A Key Marketmg Tool

An essential element (n every general contractar's marketing plan shoulg be 25
a brochure describing the company. It's the first impression a customer gets

of the firm and a major element of any marketing program.

TRIP — The Highway Marketers

The marketng strategy of The Road information Program {TRIP}, 3 nighway
research agency, strives 10 produce results that the average motorist can
understand. CONSTRUCTOR interviews the future charman of TRiP's 29
board of directors.

A Challenge to Free Enterprise

The AGC Ethics Committee recently decided that the association should en-
courage interest among its members on the subject of ethics as a basis of
personal and economic freedom. Committee chairman Wiliam Kuhne ”
recommended this artcle by William E. Simon, for CONSTRUCTOR
pubhcation.

AGC Publications Library

A comprehensive presentation of the tremendous resources contained in 41
AGC’'s numerous publications. This collection is the product of AGC
members working together to improve the industry.

AGC Staff Responsibilities

The AGC National Staff consists of more than 100 people actively involved

in all aspects of the construction industry. Their work compiements the ac- w
tivities and services provided by 113 AGC chapters nationwide

News

Newsline...... Ninth Circuit's ruling on violence will stand. . Re-establish
intent of Hobbs Act, AGC asks Congress. . OFPP issues draft of proposal 13
for uniform procurement system. . . Mobilizing defense construction — what
must be done to get ready. .. Completed contract method still under study in
Administration, Congress. . . Fifth Circuit upholds industry practice in OSHA
critation case. . . Update on appropriations for U.S. embassy in Saudi Arabia.

Regionai Action. . . ... 77 Newsmakers. ....80-
mants
Perspective........... .... ... e “"Mear and potatoes”’ 7
President's Message. .. ............... .. ..... ... & Pluribus Unum
Management Resources......... ...... OSHA improvements considered 17
Focuson ERISA.. ... ... . ... ........... .. AGC testifies on ERISA 72
Legai Matters  .......... .. R:gh: to contractor's claim against architect 73
Occupational Divisions Outiook. .. ......... ... OFPP and res! competition 74
LaborNotes.................... 1982 — Construction industry bargaining
at the crossroads 75
Political Action. . ....................... ..., Changes in the wind 76
Editorials. . ... .. Lo L L . .... On Unity 82
Cover

Key publications representing categores in the AGC Publications Library. 8ackground photo
© Steven Rosendahl/UNIPHOTO. inset photos by F. Harlan Hambright.
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