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Outline 

Original Intent of Prevailing Wage Laws 

• Critics-Racist Jim Crow Laws 

• Advocates-Create High Wage-Skill Growth Path 

Effect on Construction Costs 

• Critics-Build 4 Schools for Cost of 3 

• Advocates-No Significant Cost Difference 

• Effect on Labor and Product Markets 
; If~ 

!;;(~Jj • Critics-Racial Exclusion 
.~·-'Hl 

~\~r · Advocates-Better Training, Better Conditions, 
~~; Better Product 
\~.~.~~ . ... .. 
e·#~« 
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Ulysses Grant & 1868 
Republican Congress 

Pass 1st Prevailing Wage Law: 

1868 National 8-Hour Law 

m No reductions in the wages paid to 
workmen on account of any reduction of 
hours of labor. 
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1881 AFL 's First Convention 

eliminate child labor 
free, compulsory schooling 

abolish convict labor 
11 abolish foreign labor coming under 

contract 

11 factory safety 
11 prohibit Chinese immigration 

~~:·~ 
~., .. ., 
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1891 Sam Gompers Goes to Kansas to 
Advocate State Prevailing Wage Law 

"Eight .Hours of Work, eight hours of 
rest and eight hours for mental and 
moral improvement." 

11 abolition of child labor; 8-hour day; 
worker safety; women's suffrage; equal 
pay for equal work 
• Sam Gompers AFL 

I
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11 "When the eight hour Jaw was 
passed ... the leading idea clearly was to 
limit the ho.urs of total of laborers 
... without reduction in compensation for 
the day's service" 
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·., ~i;;~;;.::;~1~f Plessy vs. Furgesson 1896 
_: .. ttl:~~'\l·~{···. ·'··i :~'.· 

.,. 
11 1~. ·~:~t;:'.:,):::·{): Legalized Jim Crow Laws 

• )~:.:i: . • . -

Justice John Marshall Harlan 
Famous Dissent: 

11 "The arbitrary separation of citizens on 
the basis of race, while they are on a 
public highway, is a badge of servitude 
wholly inconsistent with civil freedom 
and equality before the law" 
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:1 :;~i.: .. J4 The Institute for Justice A/ledges: 
·l• ,-~;;·;t. · i(.f,;) ,. 
,,. 11'Nj ' "' 

1~~\~'. · · t Prevailing Wage Laws Are Racist 
~;;;~ ., After massive migration of southern 
~:if~ blacks north 

11 Blacks competed for whites' jobs 

11 White workers and unions defended 
themselves with racist laws 

.. ' ~ 
';;•t',.I 
~~ .. ,fi 
~~, . 
itJ~·v;• 
~~.l~'i 
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IFJ says that a VA Hospital built 
by Alabama contractor in NY 

• was built in Rep. 
Bacon's district· 

• was built by black 
construction workers 

• was catalyst for 
Davis Bacon--the 
purpose of the law 
was to keep blacks 
out of northern t!K ·~ 

!'~fl construction 
~
1·~~irJ :11· 11 
i1 Ji 
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However 
1.oir.M \a..:t.._ , ,,...,. a• u •,e( ... •dd>h•\t':f' W:6 "'t=rl*9 2 tcr·tS' mrre 'b d' "#?bit ' t ' h#UM It ''>tt' t'' ' i±t#' ... ••b+MNttc t b'We ?' 0 '' ' t· M*tht htM"u iHH w-. ......... lwer.+**' """ -·'-'- ··'- - -.. , . • ,. 

11 two-thirds of Alabama construction 
workers in 1930 were white 

11 and the Northport, Long Island 
Veteran's Hospital was built by an 
integrated Southern crew 
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Robert Bacon said race was not 
the issue: 

~ .: . ·' . 
. ·• i ;_;~ 

i,;,, :: .. ·;.i.·fih(/J·~·i "the contractor has brought in nonunion 
;!J 1• ~ · • 

l~J:.· labor from the South to do this work, 
t~f · some of them Negroes and some of 
~!~ them white, but all of them are being 

paid very fT!UCh less than the wage 
scale prevailing if! New York" 
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Congressman Fiorello 
LaGuardia defending D-B 

·'° ... :: ~<:. d~ "I saw with my own eyes the labor that 
h. 1·, J.r-1· . tJ~ 

~;:,~fo,4 · [an Alabama contractor) imported from 
~!i~ the South. These unfortunate men 
I". were huddled in shacks living under 
~Jf~; most wretched conditions and being 
:;J- . paid far below standard. These 
~·"'i!,;~ 

~~ unfortunate men were being exploited 
('.:,1~~ b th t t " ll y e con rac or. 
1,i-.jf.,!I: 
i.,~;"'i 

~~1~ 
ri~Jt] 
~-~a 
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Representation Rate 
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" . 

\;' .. ,_ .. ,' .. ~·H1;t+ 100% Means black parlicipation in an 
!1:' · I·" ·I J :1 {~~ 

\~[{.;; · .. .. occupation mirrors the pattern for 
r·· .. ,, 
7 

society as a .r.Jw~......, 
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What Does More or Less than 
100% Mean? 

·- 11 Above 100% means over­

representation in an 

occupation (crowded in) 

11 Below 100% means under­

representation (boxed out) ,_ 
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Trends in Black Construction 
Employment Not Changed by DB 

.v, .......... x·'· rth+* =eMdt'tt+:+'1b 11..w!f orl 'd"tttfh'bd' tetb'ft1&'WSet'fi-t llitnN'f'Mtlec' ·wt .• t:±td ' beiWbn't'tWb' '* 1'rtMMt• · ant ·reN'ett t t i a " Lee,!,, PH b te bett' , ·wt· .. , ......... . ··~·~ . . ...... ... "' 
• ... :. 

• I 
Davis Bacon 1931 

300.0% ... ···· ·· · ······ · ·· · ··· ···· ·- -'•···- ··· · · · · ······· ····· -···· · ··· ·- ····· · ·-·· · · ··· - · · ·· · ·- · ·-···--"·· --· ··· · · ·· · ·····-·· · .•.. . . ... . .. . .. • .... 

200.0% . . . ... .. · ··· ·· · · ..... .. .. . · • · •·· .. ... .. .. ... . . . · · · ·•• 

150.0% ..... . . . ............. . .. . ............ ·•····· . . ... . . . . • .................. . .... . .. . •.. ...... ... ··•· •·• ......•.. . .... . •• 

• 
100.0".4 ••••••••••••• •••••••••••••••••••• 
50.0°.4 

1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 

• Carpenters - Electricians --- Plumbers -- Painters - Laborers I 
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Do Prevailing Wage Laws 
Effect Minority Wages? 
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Minority Workers Have Benefited 
from Prevailing Wage Laws 

11 Controlling for age, schooling, 
craft and sex--in prevailing wage 
law states compared to no -law 
states 
• white construction workers earn 

10% more 

• non-whites earn 10% more 
• blacks earn 11 % more 

' er Philips, Economics, Univ. of Utah, SLC UT 84112; PHILIPS@ECON.SBS.UTAH.EDU 18 



Critics--These Higher Wages Raise 
Public Construction Costs 

Little Davis-Bacon Act, we could 
build four schools instead of three 
for the same amount of money." 
• State of the State Address, January 16, 1996 
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One Little Problem: 
Everyone Has to Work for Free 
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~B:nfrts as a%d 
Tda O:sts 

lbdJl.Afg:s cs a %d 
TctaO:Ss 
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New Mexico & Kansas Studies Plus 
a Michigan Analysis 

21 
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Legal History 
., .,~,...........,,~...,..,d·tssd'e •tM•........,t"edd · >twtn++. #t ott Sh'nrcietftn*to k ,, • ! ' ' M'h 'Q 0 , .••• 'II MWkmdt 0 ±ttdbttSOH2 d#mtdd 'W*tt>ortt....,,•7 1t • v 

··1 : 

I ~ · 

State Prevailing Wage Law, Repealed 
Its Law in 1987 

~ : SI,~}, 

;df •Michigan Law Suspended Nov. 1994 
~~ to May 1997 (ER/SA Preemption) 
~~l8 
~~f(f1 
\\~;,~ 
~~2-
~·~"~ 
~~r' 
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Types of Analysis 
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I , •: .. ~ 
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;; . r;.~~;~-u.;i' Here versus There Cost of Construction 
:~l! · ·~1. ~ N M . Ut h 
;~*; · ew ex1co v. a 

: '~.' f;; ... 

' • Kansas v. Missouri 

11 Before and After Cost of Construction 
• Michigan with Law 

;i·:~.if:;.: • Versus during Suspension 
;.r"i: 
> ... 11 '.; 

6% 11 Compare Inflation Adjusted Sq. Foot 
~~~:;,~ c t 
1~1.·::f.~·· OS r,l"l~ 
~;~il~ 
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New Mexico Study: 
Nine States Being Compared 

l) 

Dark States=No Law 
Gray States=Law 
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Study Results: 
bh .... ..,..,_oMM·" ' f Hd.tMteh n' '*'t#h" r· hEMHHWtrtd'fttHt ' ;r · ' ' t"t:tt •tttr<•• hn:te• no: tt M•-tMbtrt0 b ' " d 01shmh> 1 ' ·HmUth!rt' 'tt' · t ur't<" oac · * 112 -.-.A •t' • 

OFFICES 
WAREHOUSES 
ELEMENTARY SCHOOLS 
MIDDLE SCHOOLS 

23 
12 

116 
76 

$95 
$81 
$67 
$66 

20 
8 

59 
28 ~ r.;. 

,).l;',f 

I~ . HIGH SCHOOLS 31 $70 22 
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$93 
$96 
$73 
$77 

81 
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Michigan Analysis: 1992-1998 

I Michigan I \_~ 

) 

l"' 
---\ 

• Dodge Start Data= 
Accepted Bid Price 

• Before and After 
ER/SA Suspension 

• Versus During 
Suspension 

• Compares Inflation 
Adjusted New 
School Sq. Ft. Cost 

,/l.r:r Philips, Economics, Univ. of Utah, SLC UT 84112; PHILIPS@ECON.SBS.UTAH.EDU 
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Real Square Foot New Construction Cost 
Before During and After ERISA Preemption 

Real S uare Foot New Construction Cost Usin the Consumer Price lndex-Housin 
ELEMENTARY SCHOOLS MIDDLE SCHOOLS HIGH SCHOOLS 

Before Suspension Mean $100 $96 $101 
Median $95 $83 $97 
Number of Schools N=16 N=11 N=7 

After Suspension Mean $107 $90 
Median $88 $83 
Number of Schools N= 13 N=4 N= 1 

Years=== 1992 through 199 8 

$108 
$101 

$62 
$62 

27 



Mean Sq. Foot Cost of New Schools During 
Suspension Compared to Before and After 

Note: 
None of 
These 
Differences 
in Means 
Is Statistically 
Significant 
~'<!)?' 

$110 

$105 

$100 

$95 

$90 

$85 

Mean Square Foot Cost of New Public Construction 

All Schools Elementary Middle High 

•Before and After 
Suspension 

~if~' 
f>~tf(· r Philips, 
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Kansas Study: 
11 States Being Compared 

' ' 

'· 
' . ..·' ~ ... ; .. : ! ~·:~ ;. 

' ' 

i': t 
f,' ~ ( 

: ~ j \ '• 
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Kansas Results for Elementary 
Schools: No Cost Difference 

"-•"-'"•Ii ~~•Mn'kAa.lt.M.61••JJ.U·e···ac•rw-t.¥tUffffSrM'·tt' 't:trtl'bf., t , 'j''? lldO?t ''* S'W'<•tr t: ObCftilttO!sH#tt#mt tot? r - e t 'H=cth dfWC ?'edttrfitca • r ' t M ',.t.1....-.... u .. ~..-.~~~ ••. . . 
.. , 

,. ;::::,:·~~:'di States with Prevailing Wage Laws 
. t ' .,., ...... .,/ 'li ,lJ,:r.•1· 

~1·· · • .. l ··~1 '· •·''1 
1 • ~~11'1• 1 ' 'Yt . .y.· : . 
~~ ... ~~ • 365 new schools ~;~~~k; 

t~~~:. • $76. 86 per square foot 

11 States without Prevailing Wage Laws 
• 81 new schools 

' ·, .. ; 
, •;' 
, ... ,, ... , 
,,;';~~·· 

r£1'r 
~:~~: .. 

• $76.23 

11 Kansas (No Law) 18 new schools ~~~{~ 
/1¥,"" 

tr::Y. e -$83 ~~i m an-
~1 
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Kansas Results for Middle 
Schools: No Cost Difference 

• 238 new schools 
• $70. 02 per square foot 

11 States without Prevailing Wage Laws 
• 30 new schools 
• $72.35 

11 Kansas 12 new schools mean=$69 

l:r Philips, Economics, Univ. of Utah, SLC UT 84112; PH/L/PS@ECON. SBS. UTAH.EDU 31 



Kansas Results for High Schools: 
No Cost Difference 

I , :.::,Ii 
. ;'..~; :;: ' 

:).·~1::~~ 
·;<'"• l\t..ttl 

;;· ~::.' > ,;~'i States with Prevailing Wage Laws 
,)\ '. , -: . ~. 
)~'""" 

~~liti,, • 187 new schools 
lif !.?.•il ,1:· 
·•"'•,);lli.!\ 

~~" · ·- • $_72. 87 per square foot 

11 States without Prevailing Wage Laws 
• 35 new schools 
• $70. 72 

• Kansas 9 new schools mean=$66 

l . 
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But while There Was No Gain, 
There Was Pain 

• inflation adjusted wages 

• across all construction--not just public 
works 

11 Surrounding states with prevailing wage 
laws, wages fell by 2% 
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Benefits Fell by More than Wages 
r-+xt.uwWO•\t.a*Wtttitlh# te ' \ ' ltb1 " t:&-!M..iee>rridtta1··d· ·· t<i++:MN'6Sd'Ht'tCbt ' hh>t'ddda'iil' ti ~ t>tdtttriMr Y'b'0"' 1 ¢¢t!i 't7 '' ·· 9 M'ittfttit ' ·· > • t ' t u, ' 0 

...... ~ ... Jt1~~..--••u .. ...-~,,-.j 

. ·.:: i. 
r. ' .. .,';.-: 
·~i-·. t~:\ 

~:•I• • ~J.i!.~~ 
I • •' i ;!!;t\~}1 

... ; ' ,,. .. • ..... ~tr11r1a 
'\ ~l f, .• , ,.~ ''<) 

~h;··:,:· . 
I~~·;:.-,,. f. 

:·rr ·: -'er repeal, total contributions by Kansas 

I\ 

NI. • .,, .. struction contractors to pensions and 
health insurance fell by 17% 
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Shift from Collective Bargaining to the Merit 
Shop Creates Fall in Benefits 

~«a: ri >i«k+n1b•1U"'rsd" ' • ->«•1a Vt "•tt ..... tdw•hebtt ' .d Meez=1Cc····b·cW \ 9 ·"' t="btcl ;.uN.lej&•'#jOftftk H>+Mhed:'f' . to et btt\•4 9 rt I .... •
1
··• h xi" ... ,. - tt61• 0 ttc• > ....... .. ......... ........ _-. • • -.-1w. -.....,. ,.,.,,. ... ~ .. · •• . . . 

,(' ,, 

;;· , : .;_)~'iii Virtually all union construction workers receive 
.;. f \ ·' ,t 't•t,."°'~ '' 0 I~ ~ 

~;.i:~/:1~i .. • pensions and health insurance 

ff In Kansas, 10% of the merit sh~p construction 
~.i.)"~· · · workers are covered by a pension 

• Only 4% receive health insurance from their merit 
contractors 

• The 17% drop in overall employer benefit 
contributions is due to a shifl from the covered to the 
uncovered sector of construction 
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With Lower Wages and Benefits--Hard to 
Train and Retain Skilled Workers 

'· ' .~~·~ 

~: :~ft'ii~ .. JI The Merit Shop accounts for only 12% 
qt~~' of all registered apprentices in Kansas 
.~:~,:,. construction 

11 Union contractors train 88% of 
apprentices 

11 Apprenticeship training in Kansas fell by 
38% after repeal of the prevailing wage 
law 

~er Philips, Economics, Univ. of Utah, SLC UT84112; PHILIPS@ECON.SBS.UTAH.EDU 36 



This Is a Nation-Wide Problem 
, . . .. , : 

+ :''/' • •• ... , ,•,'lN' 

-~ ~~~··~ 

k:-<:«v.;·,\~li Engineering News-Record Survey 
~~"r;"· 
~it·-:· 

·~ r-- • Top 400 general contractors and top 600 
specialty contractors 

• "The industry has known for the past decade that 
it was headed for manpower trouble ... Nonunion 
contractors working in bustling areas appear to 
have the biggest manpower problems. For 
example, 56% of the union crafts .. . have no labor 
shortages while only 10% of the open shop crafts 
have no problem." 

rler Philips, Economics, Univ. of Utah, SLC UT 84112; PHIUPS@ECON. SBS. UTAH.EDU 37 



In U.S. Collective Bargaining Accounts for 85% of 
All Graduating Apprentices in Construction 

76.7o/o 23.3°/o 
92.3°/o 7.7°/o 
81.8o/o 18.2°/o 
81.5% 18.5°/o 
99.6°/o 0.4°/o 
92.3% 7.7°/o 
95.4°/o 4.6°/o 
90.3°/o 9.7°/o 

98.3°/o 1.7°/o 
89.1°/o 10.9°/o 

All trades 85.2o/o 14.8°/o 

Economics, Univ. of Utah, SLC UT 84112; PHILIPS@ECON.SBS.UTAH.EDU 38 



Merit Shop Recognizes the Problem 
/J~1 ~J.7Y. ~·· 

_;:; ... :t· ~~-~)}f:.il Report commissioned by merit contractors 
~r;~; :~ " .. ~" Brown & Root, Fluor Daniel and HB Zachry 
~~i;r. f}'-9 
"'h•;;~·-~ 

r • ;'; 

: ~,.~\ 
,;~p·!11 r':· .• \t 

ti~~ 
'' '~Wj ·w ~·-· f'·t -r~ 

l~ ;'! ~1.tl' 
>1~.~1 

tu~, 
i~~ 
·~~ii~i ... . f 

"Clients have created a 'playing field' which forces 
contractors to undercut one another to obtain work. 
Combined with the fact that craftsmen are treated as 
expendable commodities, woefully inadequate 
training opportunities over the years, and alternative 
service sector jobs which are now available at 
competitive wage rates and superior benefits, it is 
easy to understand why large numbers of people 
aren't knocking on the industry's door." 

I !~~er Philips, Economics, Univ. of Utah, SL C UT 84112; PH I LI PS@ECON. SBS. UT AH. EDU 39 
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But Outside Collective Bargaining, the 
Problem is Hard to Solve 

··''' 
. . ~; : :~i~~' 

d .,,;·:'::;J~M Training, pension and health are Jong-term 
1t 1 ~'''I . ;} 

Iii~,.. . ~:~::;t;::; ~~::a~~=:~~~t;:::~:;~s bid 
i;~J contractors to embed this long-term cost in 
'~~ their bids--so much for training per hour, etc. 
· ~/i. t• 
~{l .:i.k: • Without the discipline of a contract, each 

:!~ merit shop contractor is afraid his competitor 
~ will undercut him by excluding long term cost 
m~ consideration in their bid. 
~t~ 
g1i wt 
1~rr Philips, Economics, Univ. of Utah, SL c UT 84112; PHIL/PS@ECON. SBS. UTAH. EDU 40 



The Result Is a. Construction Labor 
Force that Is: 

' - :~:I 

=1 ,,,,t.·~~ 

& .... :~~1;~~i~~ '.~~:;::~M 11 Yiounger 
:~;: ~";~· ff:f..~t " 
~·~: ·· . :.~ .. ' 
·~r" " 

~;~,i~~; • Less Experienced 

~ 11 Less Trained 

m Less Productive 

Serious Injury Rates in Kansas Rose 
After Re12eal by 21 % 

ii~~er Philips, Economics, Univ. of Utah, SLC UT 84112; PHILIPS@ECON. SBS. UTAH. EDU 41 



In Sum: After Repeal in Kansas 

Apprenticeship training fell by 38% 

m Serious injuries rose by 21% 

11 But there were no measurable cost 
savings on public construction 
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