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Executive Summary

Prevailing Wage Laws and Apprenticeship Training

As we will see in this report, prevailing wage laws help construction prepare
for thefuture as it builds in the present. These regulations do so, in part, by
encouraging collective bargaining which in turn encourages apprenticeship
training. In lowa, on average, jointly ruanionrmanagement apprenticeship
programsaccount for almost 709%f all construction apprenticésined in the
state. On average, thesmionapprentices receive about $3700 in scholarships
plus they earn while they learflowever, lowa could do better.

In the 31prevailing wage law statethere is a higher ratd apprenticeship

training in constructiorand those who enter apprenticeship training are more

likely to complete their program$revailing wage laws encourage

apprenticeship training by requiring that contractors who bid on public works

include in thecost of their bid funds for training. This helps nonunion

contractors train because these contractors do not have the discipline created

by a collectively bargained contract. Collective bargaining requires that union
contractors pay a set amount inteaarting fund for every hour worked by any

of their blue collar workers. Without prevailing wage requirements, honunion
contractors may cut their bids by jettisoning training cdstshe four years

after Kansas repealed its state prevailing wage 1087, apprenticeship

training fell by 38% while minority apprenticeship training fell by 54%bis

Ascrew t he f ut urodeembetidedicutthioa bidsliagk e of t od
strategesd we akens the industryds ability to
infrastru¢ ur e needed i n todayods globally co
same timefailure to train makes an inherently dangerous induségdly.

Training Leads to a More Productive and Safer
Workforce

Construction workers in prevailing wage law states predi8% to 15% more
value added from their work compared to workers in states without prevailing
wage laws. Furthermore, the fatality rate from construction-sibek

accidents is 25% lower in states with prevailing wage laws and 35% lower in
states withtie strongest and bestforced prevailing wage laws. This really is
not surprising. While construction is inherently dangerous, the vast majority



of fatalities in the industry come from poor training, inexperience and/or the
inability of workers to insisthat their contractors allow them to work safely.
The vast majority of construction fatalities are associated with the violation of
one or more OSHA standards. Prevailing wage laws encourage safety by
encouraging traininggndcreating wages and bertsfthat allow workers to

make a career out of construction which encourages experience. Prevailing
wage laws also contribute to a sense of regulation and oversight that
discourages cutting corners on safety and violating safety rules.

Training Also Leads to Higher Quality
Construction and Lower Downstream
Maintenance Costs

The quality of construction begins with the owner who lays out what he or she
wants. Good architectural work and solid engineering are essential to quality
construction. But the ttd leg of the stool is a skilled labor force with a craft
understanding of what needs to be done and a work ethic to see that things are
done right. This report provides a case study of the lowa Old Capitol Dome
fire where a contractor from a nqmnevailng-wagelaw state (South Dakota)

was the lowest bidder on the contract to remove asbestos and paint from the
original lowa state capitolHaving bid lowest, theontractor decidethat the
fastest and cheapest way to remove the lead paint and asbesiosiseaspen
flame torches and other heating devjeeslput these in the hands of

untrained workers. The owner (the University of lowa) had expressly forbid
the use of thedeeatbasedechniques. Another contractor from lllinois (a
prevailing wage lavstate) had expressly warned that the South Dakota
contractor was using cheap and inappropriate techniques and might well burn
down Old Cap. Inspectors had told the subcontr@cworkers to stop using
these dangerous techniques but within 30 minutdsese warnings, the cheap
and dangerous heegmoval techniques were up and running agame

contractor declined to try other removal techniques suggested by the lllinois
contractor and admitted to the lllinois contractor that he had no experience in
this kind of asbestos removal. Subsequent to the fire, it was discovered that
the contractor had a Igrhistory of OSHA violations. Ae $105,876 contract
ended up creating millions of dollars in measurable damageghermore,

the cost to the workersémselves (and others) created by exposure to lead
fumes and dried, airborne asbestos is albeanunmeasured aspect of this
tragic fiasco.



Prevailing wage regulations forestall permige-poundfoolish mistakes

These regulatiorforce contractorso compete based on who can assemble

and best manage a skilled and experienced workfanserkforcethat knows

the dangers of asbestos and lead fumes, and knows the dangers of using open
flamed torches owoodenframed structures. Architects, enginesnd

inspectors are all key to quality, maintenafree construction. But the rubber
meets the road when the construction worker actually puts in place the dreams
of the owner. Skilled, experienced, career craft construction workers are the
best insurace that the job is done right the first time.

Cheap Labor Is Not Always the Cheapest Way toG o

Opponents of prevailing wage laws say that these laws significantly increase
public construction cosdsoften by 25% or more. Conceptually, these are
doubtfulclaims. Labor costs as a percent of total costs (including benefits and
payroll taxes) are, on average, only about 25% of total construction costs. So
If you are going to save 25% on total costs by eliminating prevailing wage
laws, then everyone wouldVeato work for free. But this conceptual mistake

Is rooted in a deeper analytical mistake. Opponents of prevailing wage laws
assume that cheap labor and low skilled labor is just as productive as more
expensive, skilled workers. This is just not trieany @se, the proof is in

the pudding.

In the middle and late 1990s, there was a natural experiment. A court in

Mi chi gan suspended that stateds- prevai
1997). Kentucky passed a prevailing wage law for schodtoaction in

1996, and Ohio repealed its prevailing wage law for public school construction
in 1997. So in three adjacent states, one state added the law; one state
removed the lapand one state suspended the law and then reapplied it. This
Is as clos¢o a controlled experimeasyou can have in the social sciences. A
study ofthe construction of 391 schools in these three states, half built under
prevailing wage laws and half not, found no meaningful or statistically
significant difference in the sbof construction based on regulation. These, of
course, were initiatonstructiorcosts no study of the downstream

maintenance costs of these buildings has been conducted. But it stands to
reason: if you can build a school with skilled labdbagicdly the same start

cost, then if downstream maintenance costs are a concern, why would you
choose to build with unskilled labor instead?



Prevailing Wage Regulations Create an Environment
Where Cheating Is Discouraged in All Aspects of
Construction

Underthe pressure of cutthroat competition, contractors are tempted to cheat
owners and the government in lots of ways. Safety is often first to go. Itis
faster to dig a trench without shoring or sloping it to prevent-cevelt is
cheaper to digewer Ines with untrained workers who are unaware of the
dangers of poisonous gas and who do not wear respirators or use ventilation
systems. It is easier to roof schools without providing your workers with
harnesses or requiring that they tie off. OSHA insgpeatould stop all this
nonsense, but OSHA inspections are too feaM@ysstopthese strategies

Besides safetycontractors aralsotempted to pay their workers unebe

table dodging payroll taxes including worker comp premiums which can run

ashigh as 20% of payroll cosits construction Some ontractors aréurther

tempted to declare their workers independent subcontractors even though these
workers do not bid on the job, have no profit at risk, work under the direct
supervision of the reabatractorand often wear hard hats with the real
contractordos |l ogo on it. These bogus
to dodge paying workers conapdsocial securitandunemployment

insurance.

Prevailing wage laws discourage safety violajomderthetable cash
payments, andogus subcontracting strategi€¥ecause they know OSHA
requirements,lslled workers become the first line of defense in OSHA
enforcement. Prevailing wage certified payrolls create an atmosphere of
regulation that dcourages payroll scaraad encourages the reporting of
illegal behavior.There are more th&t00 bogus subcontractors working in
lowa costing the state substantially in lost workers compensation and
unemployment insurance taxedationally, states wibut prevailing wage
laws systematically have more bogus subcontractBrevailing wage laws
create an atmosphere of lawfulness on construction work sites. Black market
behavior declines. Payroll taxes are paid. OSHA rules are followed more
closely. And public bidding process stepewarding cheaters.



Prevailing Wage Laws Increase Construction
Workers Wages and Benefits

On average, construction workers in prevailing wage law states earn 15%
more in wages. Contrems in prevailing wage lastategpay 25% more in
social security, workers comp and unemployment insurance premiums.
Andd this is importaréd construction workers in prevailing wage law states
receive 63% more in health insurance and pension contributions.

Cutthroat competition rewardse contractor who can cut his or her costs to

the bone.In contrast, balthy competition stimulates contractors to better
manage their crews, better schedule the job, better marshal equipment and
better handle materialsCutthroat competition encouragamtractors to

throw the baby out with the bathwater. Wages get cut, but taxes get cut more
and benefits get cut the most. In short, the long term maintenance costs of the
industry get tossed in order to win this job today.

The long terrmeedf theconstruction industry entail training the next
generation of workers, keeping this generation healthy and providing for the
old age of the last generation of workers. Prevailing wage regulations force
bidders on public works tncludeall these costs itheir bids. Cutthroat
competition by rewarding the job to the lowest bidgetth no regard for
training taxesor benefity, encourages contractors to forsake the future and
forget the pagh order to shave their bid in the preseatevailing wage
regulationsby considering the future and remembering the, pstvs for the
creation of construction careersd the retention of experienced workiaran
inherently unstable and casual industry.

This means that the construction worker that lives teeyou can afford

health insurance for his or her kids. That construction worker can afford to
buy rather than rent. That construction worker can afford to pay his or her
taxes. In short, prevailing wage regulations encourages the creation of a
skilled work force that can afford to be members of the middle witissll

that means for social cohesion and economic growtiis benefits
construction and it benefits the communities in which construction workers
live.



Prevailing Wage Laws Come from a L ong Line of
Regulations Designed to Promote High -Skilled
and High -Wage Development

Prevailing wage laws bag at the state level in Kansas in 18@th

eventually 41 states adopting these regulati@sly lowa, North and South
Dakota, Mississippi, Geoi@ North andsouth CarolinaVirginia and

Vermont have never had a state prevailing wage law). State prevailing wage
laws originallycame in a package BfogressiveEralabor laws that included
child labor laws, fre@ndcompulsory public schooling, amebrkers
compensation insurance. The DaB&con Act (passed by a Republican
Congress and signed by Herbert Hoover in 1931) began a legislative initiative
which wasextended during the New Dedaht resulted in a federal minimum
wage law, fair labor staadds and social securityll of these laws had as

their purpose goading the labor market into operating for the pretlerat

mind tothe future. Thigneant putting children in school where they could
learn and become more productive citizens rattaar $ending theroff to

work at deaekend jobs. This meaproviding workers with insurance against
injury andunemployment. It meant providing for workers in their old age and
setting basic labor standards with respect to wages and hours of work.
Prevailng wagelaws ask government to think about the future dittzens

when it builds for théuture. These laws ask government to help construction
become and remain a highkilled enterpriseThese laws ask government to

be a good employer and not p@gdate in cutthroat corneutting that drives
down labor standards and puts worker safety at fiblese laws ask
government to pay prevailing wages (and benefits) when the public builds a
school or a road so that local labor standards are maintaidewauandercut.

In short, prevailing wage laws are neither new nor radical. They are-a time
tested means to help local economies develop a filmaree would all want

to live in.

Critics Raise a Red Herring

Critics of prevailing wage laws claim thaese laws discriminate against low
wage, lowskilled, minority workers. They also claim that the De¥econ

Act is a remnant of Jim Crow laws. The element of truth in these criticisms is
the fact that prevailing wage laws encouragéhehiring of skilled local

workers. But prevailing wage laws also encourage making young people into



skilled construction workensho can qualify for these job3.hese criticisms
assume that minorities cannot become skilled. This is just plain false. Not
only do appreticeship programs actively recruit and train minoritieg,
constructiorapprenticeship programs are a key channel through which high
school graduatesan acquir¢he skills needed to earn a decent living with
family-friendly benefits. The recently instuted Helmets to Hard Hats
program has institutionalized a road for service men and women, many of
whom are minorities, to access union apprenticeship programs upon their
return from the military. By encouragiagprenticeship trainingrevailing
wage rgulations create jaurney from schochnd the militaryto workin
constructiorthat leads not just to a job, but to a goodgaol career

As for the claim that the Davis Bacon Act was a Jim Crovdlagvocates of
this position had their day in coamdthey lost. h Brazier Construction v.
Elaine Chao, Secretary of the Department of L&P002), U.S. District Court
for the District of ColumbiaJudge William B. Bryant (who himself is an
African American)said in his decision rejecting the claim thavi3 Bacon
was a Jim Crow law:

Americans of all races were in need of aid from the government during the Great
Depression. Congress enacted the DBA [Davis Bacon Act] to assure workers a
fair wage, provide local contractors a fair opportunity to compmettal

government construction contracts, and to preserve its own ability to distribute
employment and federal money equitably through public works projects.

Judge Bryant rejected plaintiffodés claim
plaintiffs chose not to appeal his decision.
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Chapter  1:

Prevailing Wage Regulations Increase
Training, Productivity and Wages

In construction, helpers hélpand apprentices learn.

The apprenticeship system in construction is the largest,
privately financed, postecondary education system in
the United Statesln lowa, almost 70% of all

constrution apprentices are enrolled in urion

contractor jointlymanaged apprenticeship programs.

| As we shall see below, in lowa, apprenticethese

d jointly-managed, collectivelpargained, construction
apprenticeship programs receive, on average, around
$3700per year in scholarships to go through their

Electrician apprentices go to

school and learn on-the-job for : . : )
five years. apprenticeship programs. Plus, they receive pay while

they are working. So for union apprentices,
apprenticeship training costs are minimal. There are no big student loans to pay off. And
upon completion, iy have the skills to allow them to earn a middle class living with
decent benefits for themselves and their families. Depending on the construction trade,
apprentices go to school while obtainingtbe-job training for a period ranging from

two to fiveyears. In many cases, primarily in the union sector, apprentices are rotated
between employers to become exposed to a variety of tasks and skills. Apprenticeship
training is formal, monitored, measured and tested. On prevailing wage jobs, all novice
workers must be enrolled invalid, formal apprenticeship program. They cannot simply
be helpers in deaend unskilled jobs leading nowheras we shall see in this chapter,
prevailing wage regulations encourage increases in apprenticeship training byibath

and nonunion contractorg&n example of good apprenticeship training is found in Cedar
Rapids.

CEDAR RAPIDS-- The apprenticeship program for union plumbers throughout

Eastern lowa will show off a new $4 million training facility to the publici&yi.

The stateof-the-art training facility at 5101 J St. SW offers hawmastraining
opportunitiesinevee vol vi ng pl umbing technol ogi es,
of space, the facility is more than four times as large as the union's previous

apprentt e training facility. éPlumbers who go
program learn to master a broad range of skills, from powerhouse piping to

refrigeration. The skill base has become more demanding with the arrival of

digital electronic valves and the growisophistication of refrigeration

systemsé. The facilities include five <cl as
the main building of the facility is a working "house," the Plumbers Training

Technology Center. Apprentices use the house to demonstrateliitiges

installing plumbing and fixtures in an actual residential setting, including the

plumbing and ventilation stack required with bathrooms on multiple floors.
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About 200 apprentices from Eastern lowa participate in theytae program,
interspesing sessions of intensive training with regular work as apprentices in
business.

Currently, at the end of 2006, there are 187 registered plumbing apprentices at
thsDes Moines Plumbers amndabSnheagffacet stlocal
annuéexpense is $1,284,022 and the average cost of training paid for by the joint labor
management training committee is $6,866 per apprentice. In the unionized sector of
construction, contractors and the union collectively bargain over an apprenticeship
cortribution rate. After settling on an amount (say 50 cents per hour), each contractor
then contributes 50 cents for each and every hour that each and every one of his (or her)
journeyman or apprentice blue collar workers work. In effect, the union camgand
the pool of trained journeymen together pay for the training of the next generation of
workers. In this case, plumbing contractors and journeymen plumbers together pay
almost $7,000 per year putting almost 200 apprentice plumbers through s&hddhis
is not just true for plumbing:

CLIVE, lowa-- Chris Richards came to suburban Des Moines to become an

apprentice union electrician. "Everybody is always going to need electricity,"

says Richards, 29, of Sioux City. Skilled jobs requiring appreships offer an

alternative to careers that require a college degree and {oapiwg jobs that

require |Iittle or no training beyond high
paying job while learning a trade; minimal costs for the apprentice; rsilmgnt

loans to pay off; a job already in hand when training is done.

There are two union electrician apprenticeship programs indawe in Clive
and the other in Cedar Rapids. Together they currently enroll 439 electrician apprentices
and spend $229 per apprentice putting these young people through school. Excluding
the large uniorcarpenters apprenticeship program, jointly managed and collectively
bargained apprenticeship programs in lowa enroll about 1000 apprentices per year and
spend about $3D per apprentice on training and about $4 million per year in total. (See
Tablel). These data do not include apprenticeship programs such as those for asbestos
and insulation workers that apply to lowa but are located outside the state (the asbestos
ard insulation workers training facility is located in Omaha).
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Expenditures Currently
per Enrolled
Annual Expenditures Apprentice Apprentices
Operating Engineers #234, Des Moines $682,374 $16,247 42
Plumbers & Steamfitters #33, Des Moines $1,284,022 $6,866 187
Sprinklerfitters #669, lowa $45,000 $500 90
Painters & Drywall Finishers #246, Des Moines $55,000 $948 58
Glaziers #1075, Des Moines $65,000 $1,548 42
IBEW #347, Des Moines $900,000 $2,769 325
IBEW #405, Cedar Rapids $342,000 $3,000 114
Sheet Metal Workers #263, Cedar Rapids $97,709 $1,994 49
Sheet Metal Workers Local Union #45, Des Moines $90,000 $1,200 75
Laborers Local Union #177 in Des Moines $287,000 $4,415 65
Total $3,848,105 1047
Average $3,675

Tablel: Apprentice enrollment and training expenditures, 2006 for some unionized apprentickshg programs in

The nonunion sector also enrolls apprenticemwever, while the nonunion
sector claims 60% of the market, they only train 30% of the apprentices. Also, outside of
electrician and plumbeiparentices, the nonunion sector in lowa trains just 13% of all
apprentices. The nonunion sector uses helper more often than they do apprentices.

Enrolled Apprentices in lowa--1995 to 2003

Union-Mgt [Nonunion | Unknown Total Union-Mgt [ Nonunion [Unknown
BRICKLAYER (CONST.) 274 1 275 100% 0% 0%
CARPENTER 626 134 1 761 82% 18% 0%
ELECTRICIAN 1,342 1,468 42 2,852 47% 51% 1%
MILLWRIGHT 172 172 100% 0% 0%
PAINTER (CONST) 273 273 100% 0% 0%
PIPE FITTER (CONST) 245 6 251 98% 2% 0%
PLUMBER 637 449 26 1,112 57% 40% 2%
ROOFER 325 59 384 85% 15% 0%
SHEET METAL WORKER 544 101 645 84% 16% 0%
STRUCTURAL-STEEL WORKER 386 386, 100% 0% 0%
OTHER 743 233 1 977 76% 24% 0%
TOTAL NON-ELECTRICIANS 4,225 983 28 5,236 81% 19% 1%
TOTAL EXCLUDING ELECT. & PLUMBERS 3,588 534 2 4,124 87% 13% 0%
TOTAL 5,567 2,451 70 8,088 69% 30% 1%

Table2 Total number of apprentices enrolled in lowa construction programs 1995 to 2003 by trade

Source: US Buredwpprenticeship Training
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Helpers (as distinguished from apprentices in formal training programs), to the
extent that they ardlawed to learn (which is often not the case), do so on a-@ch
catchcan basis without formal classroom training, without testing, without conscious
rotation between skills, without monitoring and without measurement. Their learning is
not overseen bg master worker, and their education is not planned or supervised by an
apprenticeship committee. Many helpers do not advance in the trade, and many leave the
industry after a short period. It is not surprising that where prevailing wage laws are
repeaéd, apprenticeship training falls off significantly.

When prevailing wage laws are repealed, contractors, no longer obliged to train
their novice workers, can cut their bids by jettisoning the costs of formal training. Public
owners, obliged to acceptd lowest bid begin giving work to contractors who do not
train. Apprenticeship training in Kansas construction fell by 38% in the four years after
that state repealed its prevailing wage law in 1987. Minority apprenticeship training in
Kansas fell by 5%. This was due to a shift away from collective bargaining towards
open shop (or merit) shop construction. Merit shop contractors accounted for only 12% of
all apprentices being trained in Kansas. As the merit shop share of the market grew after
repeal, aprenticeship training fell substantiafly.

When training stops the knowledge and skills of the local construction labor force
deteriorates and becomes outdated. Workers become less skilled and work becomes less
safe. Injuries rise and workers compeimgapremiums escalate. Future construction
costs rise as the qualifications of the local construction labor force decline. Other
industries are put at risk to the extent their future depends upon a qualified construction
labor force erecting the techwogjically sophisticated infrastructure of the future.

-y : - e

How Can a High Paid Worker Be Cheaper than a Cheap Worker?
A sewer line can be dug using large numbers of unskilled workers equipped w
shovels or a handful of skilled workers equipped with backhoes. The wages o
skilled workerswill be higher, but labor costs as a percent of total costs could e
be the same or lower.

There is always more than one way to skin a cat in construction as elsewhere.
You can build an earthen dam withrtdneds of unskilled, lovwwage menial laborers
armed with shovels and buckets, or you could build that same dam with a handful of
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workers operating milliordollar belly-loaders and other earthoving heavy equipment.
Which way is best? The leowage, lowskill road might be best in a situation of massive
unemployment of unskilled workers. But a higjill, high-wage approach leads to better
results in wealthier societies. This approach creates and reproduces a skilled labor force
that is not only betterqeiipped to handle technical and sophisticated work that the shovel
and bucket brigade could never tackle, but also this approach creates a community of
middle class families out of blue collar jobs. This also usually creates safer work. As the
unshoredrench on the left deepens, these workers are increasingly exposed to the
dangers of trench canies. The backhoe operator on tight works above the trench

free from the risk of cavans.

One fact that all sides agree upon is the fact that prevailgg Wave raise
construction worker incomes. Figuteshows that in states with lowarage construction
workers, the productivity of those workers is lower and the value added from their work
to society is lowef.

$150,000 —

$140,000 —

$130,000 —

$120,000

$110,000 —

$100,000 —

Value added per construction worker

$90,000 - .
@ Oo R Sq Linear = 0.625

$80,000 o

I I I I I
$25,000 $30,000 $35,000 $40,000 $45,000

Blue-collar income
Figurel: Annual income penstructiomorker and value added per worker by stat

Source: Census @onstruction, 2002
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Table3 shows that states with paling wage laws have, on average, 13% to
15% higher value added per worker, not just on public works but across the state
compared to states without prevailing wage laws. This is because prevailing wage laws
encourage training, capital investment antidsdabor management practices.

Table3: Average value added per worker in states with and without prevailing wage laws, 2002

Percent Higher
No Law Law in Law States

Mean | Median Mean Median | Mean | Median

$93,523| $90,637| $105,505| $104,685| 13% 15%

Increased worker value added and income provides the ability for the otiosiru
industry to provide its workers with health insurance, pensions, social security
contributions, money for workers compensation coverage and unemployment insurance.
Indeed, increased value added per worker is what makes a society wiadhbierredy
is no other way. Because construction is a highly turbulent and dangerous industry,
monies for workers compensation and unemployment insurance are crucial. And like for
all working families, money for health insurance and retirement security aralcruci
Prevailing wage regulations by encouraging construction to develop along the high value
added growth path, helps insure that construction workers and their families can provide
for themselves and contribute to the community. This is why tingdmedworkers
gualify for Athe finest jobs in the construc

DES MOINES-- State and federal officials touted a "Helmets to Hardhats"

program involving construction trade unions giving returning veterans a top

priority for coveted apprenticeshipggrams. "I've been to several going away
ceremonies,"” said Gov. Tom Vilsack. "We feel very strongly about making them
understand we appreciate their service.
construction industry,” said Gen. Matthew Caulfield, exeeutivector of the

national program. lowa Workforce Development head Richard Running said his
agency will coordinate the program with the lowa National Guard and other

military leaders, as well as leaders of the construction industry and buildings
tradesunonsé. |l owa National Guard Adjutant Ma
been broad support for troops from throughout the business community, but said

the backing from the construction industry has been particularly striking. "This is

the first industry intie U.S. to make this total commitment," he Said.

é

When a society asks its young people to go to war, everyone hopes that each and
every soldier returns to home and loved ones safe and sound. When those servicemen
and women return, they should be abledme back to a society that can offer them
decent jobs. That is the philosophy of the Helmets to Hardhats programs. No one is
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asking for handouts. Servicemen and women do their duty. They then have an
opportunity to learn a trade. They may be ablieverage skills learned in the military.
Upon completion of their construction apprenticeships, their skills mean they bring to the
table greater productivity capable of generating a higher value added and supporting a
better income with health insuranaed pensions. What prevailing wage legislation does
is buttress this process by helping to ensure on public works that crews are staffed with
highly qualified workers many of whom have served their country.

Union and Nonunion Apprenticeship Programs

Prevailing wage regulations encourage collective bargaining. Collective
bargaining brings contractors together allowing for the creation of-emiployer
apprenticeship training programs. Multiemployer programs do a better job training
workers partly beasse workers can move from contractor to contractor within their
apprenticeship broadening their work experience and exposure to new skKills.
Multiemployer programs also mean that the apprentice can stay active. As one
contractoros wor&kost navst dodvsn , wamltmiecks up,
move to where the work is, without abandoning his (or her) apprenticeship. Cihan
Bilginsoy, the countryo6s | eading economic ex
shown that multiemployer programs |lethé way in apprenticeship training. In one
recent study of construction apprenticeship programs, Bilginsoy concludes:

The [statistical] estimations show that apprentices in unilateral emgboyer

programs were roughly twice as likely to cancel ouheftraining program as

were their peers in uniemanagement joint programs. Apprentices in joint
programs are also found to have been more likely to complete training and receive
certification. Combined with the fact that more apprentices were enrolibe i

joint programs than in the ngaint programs, these results suggest that joint
programs made a larger contribution to the maintenance of the crafts labdr force.
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The high completion ograduatiorrates typical of uniotmanagement joint
programs n@onally are also typical in lowa.

Completion Rates

Sheet Metal Workers #263 98%
Sheet Metal Workers Local Union #45, Des Moines, lowa 98%
Plumbers & Steamfitters #33, Des Moines 95%
Sprinklerfitters #669, lowa 95%
IBEW #347, Des Moines 95%
IBEW #405, Cedar Rapids 92%
Operating Engineers #234, Des Moines 82%
Painters & Drywall Finishers #246, Des Moines 65%
Glaziers #1075, Des Moines 65%
Laborers Local Union #177 in Des Moines 55%

Tablet: Apprenticeship Completion Rates for lowa Jeibahagement Programs

Each of thgoint-unionmanagemenbwa programs shown in Tabfliegraduates more
than talf of their apprentices; almost all graduate more tharthivds of their enrolled
apprentices.

Table4 also shows that the sheet metal apprenticeship programs graduate almost
all of their enrolled apprentices (98%) while the electricians, plumbers@mkler
fitters all graduate more than 90% of their apprentices. Nationally;dlueaters of all
graduating apprentices come from urimoanagement joint apprenticeship programs.
The same is probably true in lowa. Table 2 shows that 69% of thikedrapprentices
in lowa are in uniormanagement programs. Because these programs tend to have a
higher graduation rate than nonunion programs, umanagement programs probably
account for about 75% of actually graduated apprentices in [dhwareasn is simple:
theseuniorrmanagemenprograms are a good deal for the apprentice. Someone else is
investing in your future. You leadnthese are top flight progradswhile you earn
Classroom training is melded in with-dne-job training so that you haan income
while you study, and the income is directly related to your handgining. There is no
bait-andswitch where you came to train but you were simply used as cheap labor.
These industrfunded, uniormanagement apprenticeship programs irstoiction
create a system of higher education and skill formation for young people who are adapted
for and interested in a hanrda education.One of the nice things about prevailing wage
laws is that they encourage the nonunion sector to follow suinarehse apprenticeship
training.

Bilginsoy has shown that states that have prevailing wage laws also have more
apprenticeship training taking place. I
St a

éthe supply of apprenticeship is higher

rises with the strength of the prevailing wage law. Thus, regulation clearly raises
the recruitment rate.. Secondly, apprentices complete graduation requsemne

a slower rate in states without prevailing wage laws, indicating a lower efficiency
in producing certified workers.
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Thus, prevailing wage regulations encourage apprenticeship training which in turn builds
more skills within the industry, increasésbor productivity, enhances the ability of

workers to earn a decent living, improves the prospects for a safe and effective workforce
and creates middle class jobs in an inherently causal and unstable industry.
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Chapter  2:
Prevailing Wages Do Not Raise Costs

How Davis -Bacon Was Restored After Katrina

On September 7, 2005, less than two weeks after Hurricane Katrina, President
Bush suspended the Davis Bacon Act which mandates the payment of prevailing wages
on federal public works. Contractors were rfoge to pay any wage above the federal
minimum of $5.25 for workers to rebuild from the devastation. Under headlines such as

e Immigrant workers rile New Orleans; Rules shelved, crews
labor for meager pay °

the media began reporting the effects of thepsnsion of the Davis Bacon Act on
reconstruction efforts. Local commentators rose in objection to the suspension. For
instance, the New Orleafi$smesPicayuneeditorialized under the headlidei Re bui | di ng
effort should be |l ocalizedo:

[W]e are already mavng qui ckly and boldly in the w
hardly entice [our <citizens] back i f youdc
in the wake of the disaster, President Bush suspended the®avison Act é. | n
essence, t her e 0 g skylogh prdits for thege [uaf-stateg nt i n
contractors and not much of a floor to ensure that wages to workers are not
abysm%IIy low. There is an intelligent way to rebuild our city. This, however,

i snot it.

Opposition to the suspension of prevailingages expanded to 38 House
Republicans who sent a letter to President Bush urging the reimplementation of
prevailing wages on federal reconstruction efforts in the Gulf StateRepublican
Representative Don Young, Alaska, chairman of the House Transportahd
Infrastructure Committee wrote that prevailing wage rates were needed to attract an
experienced and qualified labor force:

Since we are committed to rebuilding what was destroyed by Katrina and Rita, we
should make certain that the task is doghtri With a prevailing wage, and thus

a more experienced workforce on the job, construction will be completed in less
time which will lower overall costs. A well compensated, quality workforce will
also lower future costs associated with maintenanceepair. The residents of

the Gulf Coast who struggled through so much need these jobs in order to recover
financially. If our ultimate goal truly is to see that the region is rehabilitated, our
first action should be to see that those who have suffergpeatly from Katrina
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and Rita are paid a meaningful wage.

Pennsylvanian Republican Congressman Tim Murphy worried that rebuilding New
Orleans on the cheap put the quality of construction at risk and raised the specter of cost
overruns.

Without DavisBacon requirements, contractors no longer competed on the basis
of who can best train, best equip, and best manage a construction crew. Instead
they competed on the basis of who can find the cheapest workers either locally or
through importing workers froralsewhere. This put the quality of construction at
risk, and potential cost overrufis.

Republican Congressman and Deputy Majority Whip Jerry Weller from lllinois wrote
President Bush on October 18:

Our goal should be to rebuild in a manner that is mdt oost effective but also
has a positive effect on loftgrm maintenance. It has been proven that projects
built by less skilled labor increase the cost associated with-teng
maintenance, repair and reconstruction. By paying less for unskilledrHatag

we will bear a much larger expense in the fufdre.

Despite these concerns regarding the quality of work, downstream maintenance costs,
cost overruns and reasonable wages, others asserted that the suspension of prevailing
wages would cut down totabnstruction costs by a huge amount.

In a letter to President Bush the day before Davis Bacon was suspended, 35
House Republicans asserted:

€ D a vBason regulations effectively discriminate against contractor
employment of nowmnion and lower skilled wé&ers and can even raise
construction costs by up to 38 percéht.

This assertion that tot al construction
reducing the wages of bhkellar construction workers is mathematically impossible
simply because labor costs agpercent of total construction costs are not all that high.
For the US as a whole, in 2002 according to the most ré&t®r@ensus of Construction,
blue collar payroll amounted to 20.2% of the total net value of constriétiomlowa,
construction workes wages accounted for 21.6% of total net construction tostone
adds to this an additional 10% to 20% of payroll for benefits, total blue collar
construction labor costs run between 24% to 26% of total net constructiori®casiss,
evenifalwok er s wor ked for free, you could not
costs by eliminating prevailing wage ratés.

Indeed, due to technological changes, improved materials and increased

managerial efficiencywage costs as a percent of total costeanstruction has been
falling steadily for decades both overall in the US and in lowa. For instance, in lowa in
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1972 wage costs as a percent of total costs were 25.5% while thirty years later in 2002
wage costs were 21.6% of total costs. FigRighowsthe decline in labor costs both
nationally and in lowa.
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Blue collar wage costs as a % of total costs
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—— US - lowa

Figure: Trends in blue collar wage costs as a percent of total construction costs in lowa and the U.S., 1972 to 2002,

Census of Construction

Looking at Actual Tota | School Construction Costs

Those who claim that prevailing wage regulations substantially increase public
construction costs make such claims usually by arguing that prevailing wage regulations
raise wages (which they do) and therefore they must raség. cBut such an assertion
tends to assume that even though wages go up, labor productivity do@&sisot.
assumption does not square with the fdtsat construction workers in prevailing wage
law states receive more apprenticeship training and gemecagevalue added per
worker. But the old adage that the proof is in the pudding applies here. The question is
not what happens to wage rates when prevailing wage regulations are applied or
removed, but rather what happens to overall construction costs.

A Natural Experiment: the Kentucky, Ohio, Michigan Study
It turns out that in the 1990s, a natural experiment occurred that can help us

answer this question. In 1996, Kentucky went from not having a prevailing wage law on
schools to implementing preliag wages. In 1997, Ohio went from having prevailing
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wage regulations on schools to removing the law. Due to a court decision, Michigan
suspended its prevailing wage regulations on schools in late 1994 only to judicially re
implement the regulation ithe middle of 1997. So we have a natural experiment that
employs both a beforendafter comparison, and a hesadthere comparison of new

school construction costs, with and without prevailing wage regulations, in adjacent
each othestates. Figur8 shows the timing in the 1990s when each state had and did not
have prevailing wage regulations in foregulating school construction

Kentucky No

Ohio No

Michigan No

1991 1993 1995 1997 1999 2001

Figures: Prevailing Wage Policy by State20001

Using FW Dodge data covering 391 new schools constructed in Kentucky, Ohio
and Michigan over the perid®92 to 2000, analysis done by this author in 2001 showed
that there was no measurable, statistically significant difference in the total cost of
construction associated with the removiapevailing wage regulatiorfS.

Characteristic of Schools in Study
Number of New Schools in Study 391
Average Square Foot Size of the School 86,415
Average Total Cost of the Project (Year 2000 dollars | $8,483,937
Percent of All Schools

Michigan 38%
Ohio 36%
Kentucky 26%
Percent of School with a Gym-Pool Facility 7%
Percent of Urban Schools 32%
Percent of Schools Built Under Prevailing Wages 49%

Tables: Description of the new schoolsrudestudy

Table5 shows that of the 391 new schools with an average size of 86,415 feet,
almost half (49%) were built under prevailing wages and half (51%) were not. Michigan,
which had prevailing wages, dropped them and then took them up ageounted for
38% of the schools in the sample. Ohio accounted for 36% and Kentucky accounted for
26% of the schools. Thirtwo percent of the schools were in urban areas while the rest
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were rural. All the monetary figures in the study were norredlin the year 2000
dollars and the average project cost was almost $8.5 million. Before looking at all three
states, we will start by looking at the adjacent states of Kentucky and Ohio.

Median Cost per Square Foot of New Elementary Schools
120
‘__..——Ohio HiminateslLaw
kKentucky AddsLaw
100 ===
80 '_') —¢— Kentucky
1 —1— Ohio
Ii 60
i d1 Period 2:
© (F;ir'loh L I Kentucky has law
10 has a‘r’]" I covering schools,
. covering schoois Ohio does not.
Kentucky does
not.
1882 1893 1894 1995 19968 1987 1999 1889 2000

Figuret: Square foot cost of new schools in Kentucky and Ohio before and after changes in each state's pre

A simple comparison in Figureof themedian square foot cost of new school
construction based on Astart costso (or
1992 to 2000 time period shows no discernable cost effect either of Kentucky
implementing prevailing wages in 1996 nor Ohio o&ing prevailing wages for schools
in 1997%" Table6 shows the mean square foot cost of rural schools in periods in which
there was no law ($96) compared to when there was a law ($98). 6labteshows for
urban schools the mean square foot cost vitvere was no law ($114) and when there
was a law ($114)In both cases there is no statistically significant

difference in these average square foot costs.
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New Public Schools
Real (Inflation Adjusted) Square Foot Cost
a b | C [ d e | f [ g

1 Rural Schools Urban Schools
2 Mean | Standard Deviation | Number | Mean| Standard Deviation | Number
3|No Law $96 $26 161| $114 $36 40
4|Law $98 $24 104| $114 $34 86
5]t-test -0.76 0.05

Statistically

Significant No No
6|Difference?

Tables: Comparison of the Real (Infadjoisted) Square Foot Cost of New Public Schools by Urban and Ru
andBuilt without or with Prevailing Wages

This 2001KentuckyOhio-Michigan Studygoes on to apply a more sophisticated
econometric modeb these 391 new schools finding that there were statistically
significant effects on total costs if ground were broken on a project at the onset of winter,
and that rural schools were statistically less expensive compared to urban schools, and
that Kentu&y schools were less expensive compared to Ohio and Michigan, and if a
school had a pool it was more expensive than if it did not. Howneze were no
measurably or statistically significant effects of prevailing wages on total start costs

In subseqant peetreviewed? research on more than 4000 new schools built
nationwide published in th#ournal of Education Finang the results of th&entucky
Ohio-Michigan Studyvere confirmed.There was no measurably or statistically
significant effect on startosts associated with the presence of prevailing wage
regulations. Additionally, it was found that substantial savings on school construction
could be found if schools were built countgrclically. By avoiding building into what
Engineering News Recoma | | s fAicost stormso when construc
measurably large and statistically significant savings that can accrue to the public. Such
countercyclical spending can also benefit the construction industry and the local
community by dampeng the chronic boorbust cycle of construction. Those who wish
to save on public construction monies would be well advised to avoid breaking ground as
winter hits and to seek breaking ground when the economy slumps. Establishing
prevailing wages will radt in higher wages, benefits, training and productivity, but will
not increase total construction costs.
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A Comparison of 15 Great Plains States

Legal Status
of Prevailing Wage Law

I Repealed 1985 & 87  (2)
[ Judicially Annulled 1995 (1)
[] Never Had Law 3)
[ | Has Law (9)

15 State Comparison

Figured: 15 state comparison of public school construction costs

In 1998, ths author prepared a study of the cost of new school construction for
the Kansas Senate Labor and Industries Comnfitt@avering public school
construction between 1991 and 1997, this report examined the difference in average
square foot cost among 15&at Plain states including lowa. At the time of the study,
nine states had prevailing wage laws (WI, MN, NE, MT, WY, MO, AR, TX and NM)
while six did not (IA, ND, SD, KS, CO and OK). See Figbre

Table7: Average new elementary school construction costs in Great Plain states with and without prevailing wage laws
(in 1997 dollars)
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Table7 shows FW Dodge data on the average new elementary school
construction costs for 365 new elementary schools lnudler prevailing wage
regulations and 81 new elementary schoold baihout prevailing wage regulations
(including 8 new elementary schools in lowa). The average cost of elementary schools
built with prevailing wage regulations was $76.86. The ayefar elementary schools
built without prevailing wage regulations was $76.23 and for lowa, the average square
foot cost for 8 new elementary schools built between 1991 and 1997 was $72 per square
foot . The standar d de vrouwndtheserageradges) sdgicatat i al |y
that none of these small differences in average square foot costs are statistically
significant. (In other words, the differences in averages is probably due to random
chance.)

Similar results were obtained for the costgafstruction new middle schools and
new high schools. Figuishows these averages for the 9 states with prevailing wage
laws, the 6 states (including lowa) without prevailing wage regulations and lowa
separated out. In all cases, the differencesmstcoction costs are small and statistically
insignificant (that is: probably due to random chand&).say that these differences are
due to random chance means that if you were to rely on the cost differences found in this
sample to predict what the ¢asfferences would be in the future with and without
prevailing wage laws, you would in all probability turn out to be wrong.
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Figures: Square foot cost of school construction
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These straightorward statistics are consistemith most of the recent published
literature on the cost associated with prevailing wage regulations. For instance, Mark
Prus and Kevin Duncan, in an article that reviews most of the recent literature, conclude:

Recent studies have employed differertadaets and statistical tests to estimate

the cost of these policies in Canada and the U.S. Despite these differences, these
studies all share the common finding that fair and prevailing wage laws are not
associated with higher construction cdsts.

Theeffect of prevailing wage regulations on public construction costs remains an
active area of research. One of the limitations of this research is the difficulty of
guantifying the quality aspects of construction done with and without prevailing wage
regultions. The quality of construction (along with-time completion) are key
elements in construction costs that are not well captured in the literature. Much of the
research is based on accepted bid price or
research using final project costs does not capture downstream maintenance. Nor does
this literature capture issues of safety and the cost of injuries to workers. Nor does the
literature capture the dangers of using unskilled workers pose for the propewyers.

And of course, this literature does not look at the broader benefits to the community of
having a local construction labor force that receives middle class wages and family
supportive health and pension benefiddl sides agree that prevaily wage regulations
encourage the use of skilled labor. Skilled and experienced workers tend to be safer and
tend to do the job correctly. The costs of not using skilled workers can be difficult to
measure but nonetheless very real.
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Chapter _ 3:

Prevailing Wage Regulations Encourage
Quality Construction

Quality Construction: the Case of the Old Cap Fire

In construction, like in many areas of life, there is a right way and a wrong way of
doing things. OSHA regulations, building codes and projedifsgegtions are all written
to ensure that projects are built safely, correctly and according to the desires of the
owner. Safety inspections, building inspections and owner oversight are all needed to get
the job done right. But inspection is not enoug@onstruction work is dispersed.

Inspectors and supervisors cannot be constantly looking over the shoulders of each and
every construction worker.

For owners who want safe, #q-code, high quality, otime-construction,
meeting specificatiords the first line of defense is trained workers who know how to do
things safely and correctly. You need a workforce that has the work ethic to insist things
be done right the first time, and workers who have thesguurity allowing them to
resist pressures to dioings unsafely or on the cheap. When you do not have these
things, seemingly loveost
strategies can turn out very
badly.

A case in point is
the restoration of the lowa
Old Capitol Dome. In the
summer of 2000, Old Cap,
|l owads first state capitol
locaied at the heart of the
University of lowa campus,
was slated for exterior
renovations. Shive
Hattery, an engineering
firm from Cedar Rapids,
was given oversight of the
program. In January, 2001, asbestos was discovered, and in August, 2001, Enviro Safe
Air from South Dakotda nonprevailing wage law stateas the low bidder at $105,876,
began work on the asbestos removal portion of the cofifract.

Phil Larson of ShiveHattery said that he and other supervisors inspected almost
daily thesite where Envb Safe Air employees worked. The University of lowa official
monitoring the project also inspected the sitereqularly ot s of peopl e had
t hem, 0 L ar®slbinspectisnsby itselfecduld ensure a job done safely, Old Cap
would not have brned.

But project overseers had faith in the
they [Enviro Safe Air] were doing the job properly. Our experience with them has been
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