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" Comment

Davis-Bacon laws should be repealec]

South Africa recently heid nationai efec-
tions that brought the era of apartheid to an
end. While we roundly condemned South
Africa’s govermment in the past, we did lit-
tle to critique its specific policies. At the.
dawn of a new period in South African his-
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tory, we can leam some [essons about U.S,
laws that are equivalent to a South African
labor policy that discriminates against
minorities — Davis-Bacon laws.
Davis-Bacon laws are rather obscure, but
they have important consequences in the con-
struction industry. They mandate that firms
pay the “prevailing wage” to their empioyees
when they receive government contracts for
public works projects. Usuaily, this is set at
the local union-wage rate for each occupa-.
tion. There is a federal Davis-Bacon law and
about two-thirds of the states have their own
versions as weil, Kentucky is one of those
states. The mandates have a few restrictions,
but the main criterion is that at least $2 000 of
federal money is used in the project. _
How do the laws work? Imagine that you
are a young carpenter who is worth $12 per
hour. Your competition is & veteran of the
trade who is in a union and is paid $16 per
hour. (The rookie is not dangerous, but isn’t
skilled in the “tools of the trade™ yet)
Davis-Bacon mandates that the wage for

-both is §16. Who wins? The veteran — be-

cause the newcomer has been priced out of
the competition. Because the chailenger is
not allowed to compete on the basis of
wages, the incumbent wins zittomaticaily.
Thus, Davis-Bacon laws hurt the rela-
tively unskilled Why do we have thess
laws? They serve to restrict the competition
of the incumbent and relatively skifled
workers. That is why these laws are pursued
by orgenized labor. Labor unions lobby for
such laws because they have an economic
incentive to restrict their commpetition as

nruch as possible. That ensbles them to pur-
sue higher wages and compensstion. Unfor-
tunztely, as 2 resuit, umions izadvertently
harm relatively unskifled labarers by lock-
ing them out of labor markets snd opporu-
mities to carn money.

Also, governmment is prevented from tak-
ing “the lowest kid" By law that is impos-
sible because firms are not allowed to sub-
mit labor costs that are below the “prevail-
ing wages.” Thus, taxpayers aiso lose be-
cumethcywiugul“bugﬁltbbm':k"
from public wosks projects. Economusts
have estimated that this costs taxpayers
$1.5 billion per yezx. .

So how does this fxmt mrinoriiies in partic-
ular? Unfortunately, for 2 varicty of reasons,
minorities are i T
among the “reiatively unskifled.” Insddition,
nnnuntyﬁ:mmnﬂmtln“mhhomhe
bbck"Dzﬁs-Bmhwlpmhm-
bent at the expenseof the challesger Fmally,
minoritics firms are almost en:iustvdy
pomumion while more than half of “msjority”
firms are unionized. Thus, the bomt of such 2
lsw falls primarily on minosities.

In addition, Davis-Baconmskespersonal
discrimination costless. Retuming 0 the
earfier exampie, imagine that the rookie
beiongs to a group that someone does not
want to hire. Without Davis-Bacon,

. employers are forced to decide whether

they want to pay four extra dollars to dis-
criminate. With Davis-Bacon, the wages
have been equalized and no cost is incurred
if they decide to induige their preferences.
In the fall, The Courier-Joumsi printed ar-

recetve about 2 percent
ferson County’s spending on goods and serv-
ices. The proposed solution was to establish
quotas and set-asides for minosity contrac-
fore. To the extent that public warks projects
are 2 propostion of that spending, however, a
better initia] step would be to repeai-Davis-
Bacon ("prevailing wage”) lawx.

The Metropolitn Sewer District has

been praised for awarding 19 percent of its
business to minority contractors. This
shunldncl_bes'm'p:ising since MSD is not
mngavu—Bmx_:laws.Thisisbemuscirs
public works projects are paid for with user

- fees and not grants from state or federal

govemment. Without having to pay “pre-
vailing wages” to employees, minority
firms have been able to more effectively
compete for those contracts,

When the federal Davis-Bacon law wes
established in 1931, it had racial motiva-
tions. In debate over the bill, Alabama Rep.
Miles Allgood complained: “that contractor
bas cheap colored labor. . . and it is labor of
that sort that is in competition with white
labor.” South Africa uses the same laws
(along with the mininmum wage) to keep rel-
atively unskilled blacks from competing
with white union laborers, locking them out
of the {abor market. While presumably the
intent of our prevailing wage laws is differ-
ent, the resuits are the same. ’

Davis-Bacon laws hut taxpayers, lock
reistively inexperienced workers out of 1a-
bor markets and harm minorities most of ail.
Certainly other factors are significant in
wity minority contractors have such a small
share of government business. But one way
0 help minorities would be to get govemn-
ment out of the way of minority initiative
and hard work in the construction industry,
to remove a bamier that government has
built — to repeai Davis-Bacon.
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