DAVIS-BACON IMPACT ON MINORITIES

In 1931, when the Davis-Bacon Act was passed, the words "prevailing wages" were used to preserve construction jobs for white male workers, and prevent them from being taken by less expensive southern, black labor.   Today those same words mean a great number of minority men and women continue to have limited opportunities in the construction trade.

DAVIS-BACON HURTS OPPORTUNITIES FOR MINORITIES IN TWO AREAS:
· It limits the ability of minority businesses to compete for public construction projects.

· It is a principle reason why minority workers are under-employed in the construction trade.  

One recent study found Davis-Bacon reduces the number of minority workers in the construction industry by 25,000 per year. Another study found that in states with a prevailing wage law, African American employment in construction is less than half that in states without the law.  

WHAT CAUSES THIS EFFECT?  

Davis-Bacon requires that companies follow union-style work rules and wages, which hinders non-union companies from competing fairly for work.  Because the majority of minority workers and businesses are not unionized, Davis-Bacon hurts their access to public projects.   

Many qualified small and minority-owned businesses cannot compete for Davis-Bacon jobs because it forces them to use complex and inefficient union-style work rules and wages.  Small businesses are usually not well capitalized and must use workers in the most efficient way possible.  Davis-Bacon eliminates the opportunity for small businesses to underbid large companies in their labor costs in order to get the job. Frequently, labor is the only area where small businesses can compete with big companies that can get major savings through economies of scale in areas such as supplies, equipment, and regulatory costs.   Davis-Bacon also requires companies to do a large amount of bureaucratic paperwork (such as filing weekly payroll reports to the federal government), which further hinders small businesses.  As a result, Davis-Bacon projects are most often award to large, non-local contractors.  It has become a type of “set aside” for union companies.   

Removing Davis-Bacon restrictions would eliminate the competitive bias toward big, union corporations, and improve opportunities for local minority companies and workers to compete for government construction jobs.  This is particularly important for public construction like low-income housing projects and other inner city revitalization efforts, which should allow disadvantaged residents the same opportunity to work and gain skills on local construction and renovation.

· To illustrate: A small minority, merit shop contractor wants to renovate a school or community center in an enterprise zone and plans to hire local minorities to do the entry-level craft work, so they can “earn while they learn” a construction trade in their neighborhood.  However, when this becomes a Davis-Bacon job, the contractor can not employ any “helpers,” and instead is forced to follow a system of strict job categories and high wages, even for low-skilled jobs.  If, like most merit shops, he has cross-trained his workers, Davis-Bacon makes it too difficult to operate that way by forcing him to pay different wages for each craft.  As a result, Davis-Bacon has just limited the opportunities for minorities twice:  it has hurt local youth by pricing them out of the entry-level craft jobs, and also priced out the minority contractor from competing for the project because it inflated his labor costs.

Davis-Bacon limits competition and work opportunities for public projects, which is a $60 billion market funded by taxpayers through preferential treatment based on 1931 union standards.  Eliminating Davis-Bacon would improve opportunities for minority workers and minority firms to gain work and build a lucrative future in construction.

