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Please leave the law alone with a 12 billion state surplus there is no reason
to ask workers to take a pay cut, as good jobs tend to improve a stagnate
economy. By raising the amount from $2000 to $75,000 this will promote
diminished wages and drive down the standard of living across the state.
This will not lower the contractors bid, they will simply pocket more money
at the expense of the workers. There was also a lot of talk on how the
paper work for the Dept. of Labor was too much work for the contractor to
do so if we take money out of the workers pocket it will make life better for
the contractor. Please do not lower wages for working Alaskans.
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I oppose house bill 155, this bill as proposed exempt’s school
districts across the state. Schools are some of the most complex
buildings in the state by eliminating the prevailing wage laws on
these potential multi-million dollar projects you will invite low ball
contractors who hire under skilled workers with little or no training
to install the life safety systems in our schools needlessly
endangering all our children. With the pay set for workers gives a
level playing field to all bidding contractors insuring a quality wage,
not a race to the bottom by contractors who are willing pay workers
less.

Please leave this law alone. With a $12 hillion state surplus
there is no reason to be pushing this, as good paying jobs serve to
improve a stagnant economy. This is just an unnecessary bill that
helps employers at the expense of workers union or not.
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| am writing in opposition of house bill 155. Removing Davis-Bacon
laws from these projects will drive down wages which diminishes the
standard of living in communities across Alaska. The Davis-Bacon laws
also help local contractors by requiring contractors to pay per-diem to out of
town workers giving the advantage to local hire. Modifying the Davis Bacon
threshold invites low ball low quality construction on our public
infrastructure. Raising the thresh hold for prevailed wages will not reduce
costs of the bid, rather contractors will pocket more money, while workers
will be paid less. This bill aims to take dollars away from the worker. No
one suggested taking a dime from the contractor or limiting the rental rates
on equipment or limit the profit on the sale of the materials.
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I am Alex Marchuk | was born and raised in Alaska. | am 26 years
old and a third generation construction worker. Today | am testifying
against house bill 155. Removing Davis-Bacon laws from these projects
will drive down wages which diminishes the standard of living in
communities across Alaska. The Davis-Bacon laws also help local
contractors by requiring contractors to pay per-diem to out of town
workers giving the advantage to local hire. This bill would change the
cost of labor from a fixed cost to an adjustable cost. So if there is a
problem on the job the workers will end up paying for it because
adjusting workers wages is the easiest way to protect their profit
margin. Modifying the Davis Bacon threshold invites low ball low
quality construction on our public infrastructure.
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HB155
Second letter of Opposition
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NOTES/COMMENTS

Please consider the working men and women in Alaska when making your decision. Thank
you for your attention to this urgent matter.

Laborers Local 341

JOEY MERRICK RON MCPHETERS RON AXTELL RICK BRINK STACY ALLEN
BUSINESS MANAGER PRESIDENT VICE-PRESIDENT BUSINESS REPRESENTATIVE HEALTHCARE UNIT
SECRETARY-TREASURER REPRESENTATIVE
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Representative Kurt Olson
Chairman House Labor and Commerce Committee
Alaska State House of Representatives

RE: Second Letter of Opposition to HB 155 for use in the legislative committee process
March 7, 2011

Dear Rep. Olson:

I wish to again express Laborers’ Local 341’s sincere and total opposition to HB 155,
which would raise the threshold for applicability of Alaska’s “Little Davis-Bacon” or
“prevailing wage” law. We continue to believe that the existing law is good public policy
in the best interest of all the people of Alaska and that no modification of this
fundamental protection for working Alaskans is needed.

In addition to the reasons explained in my previous letter, we wish to make several
additional points. First, Davis-Bacon prevailing wage requirements do not raise the
cost of public works construction projects. Opponents of Davis-Bacon sometimes
allege that the costs of public works construction could be reduced if relieved of
compliance with Davis-Bacon prevailing wage requirements. These allegations are
not adequately supported by empirical evidence.

Some critics maintain that the impact of prevailing wages on construction costs is
attributable to the difference between the "prevailing wage rate" that is
mandated by Davis-Bacon requirements and the "market wage rate," which they
claim is the "real" wage rate paid on local construction projects that are not subject to
Davis-Bacon requirements. Yet wage differences have, at best, a moderate effect on
total construction costs. Labor costs are generally less than 1/3 of total construction
costs and actually may be falling. Consequently, a drop in wages of 50%, with no
change in productivity or the type of equipment used or the amount of training
provided would yield no more than a 15% savings in the cost of construction. If wages
fell 25%, the cost of construction would fall by 7.5%. These calculations are based
on the implicit assumption that when wages and fringe benefits fall, labor
productivity remains the same.

However, several recent studies indicate that prevailing wages may attract workers with
more experience and training who are more productive than less experienced, less
skilled lower paid workers, and that this increased productivity may result in

JOEY MERRICK RON MCPHETERS RON %’S T'ELL LARRY MOONEY STACY ALLEN
BUSINESS MANAGER PRESIDENT VICE-PRESIDENT BUSINESS REPRESENTATIVE HEALTHCARE UNIT

SECRETARY-TREASURER REPRESENTATIVE
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completion of construction projects in fewer hours thereby offsetting their higher
hourly wage rates. Additionally, higher wage rates may lead contractors to substitute
capital or other devices for labor, thereby mitigating the impact of higher wages on
total construction costs. Moreover, the hypothetical cost savings from lower wages and
benefits would be undermined if productivity fell off and/or the cost of maintaining
poorly constructed facilities increased on account of the work performed by less
experienced, less skilled, less trained employees.

These factors, alone or in combination, make the assumptions underlying the
analysis of construction cost savings based on wage differences
inappropriate and cast doubt om estimates of cost savings from non-
application of Davis-Bacon prevailing wage requirements. An alternative
approach is simply to examine total construction costs directly and compare costs
in the presence and absence of prevailing wage requirements controlling for
project differences.

Few studies have attempted to estimate the impact of prevailing wage requirements
on the actual total construction costs of projects. However, Professor Mark J. Prus
of the State University of New York in Courtland, N.Y. prepared a paper for the
County Council of Prince George's County, Maryland that used a regression model
to analyze total construction costs and prevailing wage requirements in the United
States and in British Columbia, Canada.! Professor Prus found that while public
projects were significantly more expensive than similar private projects, this was true
in both States that have prevailing wage laws and in States that do not. Consequently,
he concluded that the higher costs of public projects could not be attributed to
application of prevailing wage requirements. In fact, Professor Prus concluded that
the estimated effect of prevailing wage requirements, controlling for other factors
including differences in the type of ownership, was not statistically different from zero.

Hence, claims that Davis-Bacon prevailing wage requirements cause higher
construction costs are based on hypothetical assumptions that lack much, if any,
basis in fact, and have been substantially rebutted by more recent scholarly

analysis.

Second, Davis-Bacon prevailing wage requirements do not discourage participation of
minority contractors in publicly funded construction work. Davis-Bacon opponents often assert
that "Davis-Bacon disadvantages small, emerging, and minority businesses." On the contrary,
smaller minority contractors have been found to benefit from the Davis-Bacon Act.

Smaller public construction projects, because of the level playing field created by the wage
floor produced by Davis-Bacon prevailing wage requirements applicable to such jobs, provide a
point of entry into the industry for small contractors. By creating this level playing field, Davis-

! "The Effect of State Prevailing Wage Laws on Total Construction Costs,"
Prus, Mark J., State University of New York, Cortland, N.Y. (January, 1996).
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Bacon prevailing wage requirements enable smaller contractors to compete effectively with
larger contractors, especially for smaller publicly funded jobs.

Consequently, entry of minority contractors, most of which are smaller businesses with limited
capital, into the construction industry will be severely disadvantaged if smaller publicly funded
jobs are exempted from application of Davis-Bacon prevailing wage requirements. Therefore,
sustained application of Davis-Bacon prevailing wage requirements will not only
continue to provide labor standards protection to construction workers, both minority and
non- minority, but will also ensure that smaller contractors, and particularly small,
minority owned construction businesses, will be able successfully to compete for federal
construction contracts.

We wish to again emphasis that such drastic and potentially dangerous changes in
statutory protections for workers should be carefully and thoughtfully examined by
representatives of both labor and management before being acted on by the Legislature.
Proposals for such dangerous changes are best developed by the co-operation and with
the agreement of both labor and management working together with a comprehensive
review process.

In conclusion, modifying the “Little Davis-Bacon” threshold may reduce the viability of
minority contractors and will not reduce the cost of public works construction. We again
respectfully request the House Labor and Commerce Committee not move HB 155

from committee.

Joey Merrick
Business Manger/Secretary Treasurer
Laborers’ Local 341



