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Section 1: Overview of Report.

History of Prevailing Wage Laws (Section 2).

The Davis-Bacon Act stands at the culmination of a long line
of legislation designed to promote wage and hour labor standards in
the construction industry and by extension to the labor market, in
general. Its purpose was to protect local labor standards from the
effects of employing cheap labor on public works.

The first federal prevailing wage law was established by
proclamation by Ulysses S. Grant in 1869. 1In implementing the 1868
federal eight-~hour-day law on public works, Grant proclaimed that
as hours were shortened for construction workers, their per diem
wvage should remain the same. This federal law was followed by a
set of state 1laws prior to the Davis-Bacon Act which also
proclaimed eight hours to be a day’s work on public construction.
Seven of these state laws also declared that the current or
prevailing wage must be paid. Three other states and one territory
set a minimum wage for public construction. The purposes of these
state laws was recognized by U.S. Supreme Court Justice Harlan in
evaluating the constitutionality of the first state prevailing wage
law (Kansas 1891). "The leading idea clearly was to limit the
hours of toil of laborers, workmen and mechanics and other persons
in 1like employment to eight hours, without reduction in
compensation for the day's service." I am aware of no record of

racial animus motivating the passage of these state laws. Indeed,

' Quoted in Oklahoma, Department of Labor, Second Annual Report,
Oklahoma City, 1901, p.327.



in the case of New York where there vere immigration issues
associated with the development of that gtate’s prevailing wage
law, the cheap foreign labor generating concern was labor from
Canada, England, Scandinavia and western states and not black
labor-fron the south.

There is little evidence to support the hypothesis that the
Davis-Bacon Act was motivated by racial animus. The single
congressional opponent of the Act was a Texas Democratic
Congressman who objected to the Act's infringement on the freedom
of contract and saw the Act as a surrender to organized labor. I
am aware of no voice on the historical record opposing the Act
because it infringed on the activity of arbitraging cheap black
labor from the south to the north. Professor Morse explains this
silence by pointing out that southern blacks had no representatives
in Congress who would voice their interests. This is true. But
surely if white contractors had been profiting from the arbitrage
of cheap black 1labor into northern construction, these white
contractors would have had their interest made plain to their
representatives in Congress.

The Myth of Cheap, Black Labor Arbitrage (Section 3).

The plaintiffs’ story that in the 1920s cheap, black, southern
labor was being brought north by contractors engaged in a
wvidespread and profitable arbitrage is a myth. In 1929, 57 percent
of all construction services was done by local contractors. An
additional twenty-five percent of all construction services was

done by out-of-city but within state contractors. Another seven



percent of all construction work was done by out-of-gtate but
vithin region contractors. Only eleven percent of all construction
services was provided long-distance by out-of-region contractors.
Most of this long-distance trade did not involve southern
contractors. Comparing the eight southern states, Virginia, North
Carolina, South Carolina, Georgia, Florida, Alabama, Mississippi
and Louisiana to the geven West-North-Central states, Nebraska,
Minnesota, North Dakota, South Dakota, Iowa, Kansas and Missouri,
we find that in 1929 both were low-wage regions of the country, but
the West-North-Central region exported five-times more construction
services to the high wage states of the Midwest and Northeast as
did the South. The South formed a very small portion of overall
long-distance trade into high-wage states.

Even when southern contractors brought- cheap labor north, they
most probably brought integrated work crews that were majority
vhite. Occupations within the construction crew might well bpe
segregated, but the general contractor bringing black 1laborers
would bring white carpenters. In 1929, black labor was cheap
Primarily because it was southern labor, and southern labor was
cheap. Based on wage data for Virginia, white, southern laborers,
bhod carriers, lathers, and pPlasterers earned only slightly higher
vages than their southern black counterparts. The Virginia data
also show that at least in this state, southern contractors often
employed both black and white workers in these occupations together
on a job. Thus, contrary to plaintiffs’ story, if the southern

contractor came north, that contractor would have brought cheap
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white labor along with cheap black labor. In southern occupations
such as carpenter, plumber and electrician where blacks earned much
lover wage rates than did whites, the southern contractor would
have brought white carpenters and plumbers north simply because .
there ‘were not enough black labor in these occupations to f£ill a
Crev.

An analysis of construction wages within the four high-wage
states of Massachusetts, Connecticut, New York and New Jersey in
1929 finds construction income dszerentlals which match the
variation in construction incomes observed by Professor Morse
between the north and the south. Given that the transportation and
information costs of labor arbitrage in construction rise wzth
distance, the major effect of the Davis-Bacon Act was to discourage
short-distance labor arbitrage between cities such as Buffalo and
Worcester, on the one hand, and New York and Boston on the other.
There is no credible evidence showing that the arbitrage of cheap,
black, southern labor to the north was the pPrimary motivation
behind the Davis-Bacon Act.

The Loss of Minority Construction Jobs Is Unproven (Section 4).

Dr. Thieblot and bDr. Bloch attempt to demonstrate that
pPrevailing wage laws in general and the Davis-Bacon Act in
particular currently 1limit minority and black access to
construction employment. Both tell the same story: Prevailing
wvage laws encourage unions and higher wage rates. Unions are
disproportionately white while minorities and blacks are

disproportionately'unskilled. Higher unionization rates discourage
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minority and black employment because minorities and blacks are not
in construction unions. Higher wage rates induce contractors to
shift to a skilled work force and this reduces the number of job
openings for  wminorities and blacks because they are
disproportionately unskilled. In short, prevailing wage laws
promote unions and higher wages. Unions chase out blacks and
higher wages chase out blacks. This story is not supported by the
data presented by Dé. Thieblot and Dr. Bloch.

.br. Thieblot attempts to support this story by showing an
inverse correlation between prevailing wage laws of increasing
strength and the relative absence of blacks employed in
construction. After correcting Dr. Thieblot’s table in his
original report for a variety of arithmetical errors, the omission
of Michigan and the use of 1980 data for Hawaii and Ohio, I
demonstrate that his supposed inverse correlation between
pPrevailing wage laws and the relative employment of blacks in
construction disappears when one excludes from his analysis eight
southern states with a long history of black involvement in
construction. Comparing the ten remaining states free from
Prevailing wage laws with either all 42 states with prevailing wage
laws or only those 16 states with limited black populations, Dr.
Thieblot’s hypothesized connection between 1legal regimes and
demographic employment patterns disappears. Dr. Thieblot’s
correlation is spurious.

Dr. Bloch’s correlation between higher wage rates or higher

unionization rates on the one hand, and lower relative employment
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of minorities and blacks on the other, also fails under close
scrutiny. Dr. Bloch tells two stories. Unions chase out blacks
and high wages chase out blacks. His data do not support either
story. 1In the aggregate, Dr. Bloch reports that white and minority
unionization rates are very close, 24 percent versus 22 percent.
White and black unionization rates are also close, 24 percent
versus 20 percent. When Dr. Bloch disaggregates his unionization
rates by occupation, it turns out that the unionization rate for
minority and black laborers is higher than the unionization rate
for whites. Dr. Bloch does not tell us what other occupational
unionization rates are broken down by race. However, 1looking at
unionization rates by race for specific unions and construction
occupations may well show that racial unionization rates are not
only close, they are the same. Dr. Bloch’s first story, that
unions chase out minorities and blacks is not supported by the data
he presepts.

But Dr. Bloch tells a second story which has two parts to it.
First, higher wages induce a shift from unskhilled to skilled
construction workers. Second, more skilled construction workers
means fewer minorities and blacks. Dr. Bloch’s data do not support
the notion that higher wages mean contractors hire significantly
fewer unskilled 1laborers and significantly more skilled craft
workers. In fact, Dr. Bloch’s data are consistent with Dr.
Thieblot’s data which show that the proportion of unskilled
laborers among construction workers is constant across prevailing

wage law regimes, and low-wage and high-wage states. Therefore, to



the extent there is a shift in skill mixes with changing wage
rates, it must generally occur within construction occupations
rather than across them. But Dr. Bloch has no evidence to support
the proposition that within specific construction occupations
blacks are any less skilled than vhites. 1Indeed, why should black
bricklayers (given the long history of blacks within this
occupation) be any less skilled than white bricklayers or licensed
black electricians any 1less skilled than white 1licensed
electricians (given they both must pass licensing exams). The age
of black construction workers in general, and broken down by
Prevailing wage law regimes is the same as the age of white
construction workers. This suggests that in general, black and
white construction workers have the same on-the-job experience.
Black formal educational attainment is less than whites, suggesting
they might be less skilled in construction. But in the ten non-
southern states without prevailing wage. laws, the educational
attainment of blacks is slightly higher than that of whites. This
casts doubt on the story that freedom from prevailing wage laws
opens the door for the less educated and therefore less skilled
among blacks. In short, Dr. Bloch fails to show that within
specific occupations blacks are any less skilled than whites. He
fails to prove that higher wages induce a shift to skilled workers

that then leads to the elimination of minority and black workers.



Blacks and Minorities Enjoy the Wage Benefits of Prevailing Wage
lavs (Section 4).

Surprisingly, Dr. Thieblot and Dr. Bloch do not examine
vhether blacks enjoy the higher wages that both analysts sgay
prevailing wage laws generate. Asking that guestion for thenm, 1
£ind that Prevailing wage laws raise the incomes of blacks andg
nonwhites by 10 to 20 percent over what they would have been in the
absent of these state laws. This result holds controlling for a
variety of factors including regional differences in construction
wvages. Because over half of all blacks live in states with
Prevailing wage laws, this effect is a sgignificant factor in
analyzing how Prevailing wage laws have affected minorities and
blacks in general.

Prevailing Wage Laws and Access to the Skilled Trades (Section §5).

Black unionization rates have risen dramatically in the last
twventy years. This is 1largely due to affirmative action
regulations that have compelled union apprenticeship programs to
open their doors to women and minorities. Affirmative action rules
do not apply to apprenticeship programs with fewer than five
apprentices. Because many nonunion programs are single employer
Programs with one or two apprentices, the nonunion sector has been
less affected by affirmative action. The repeal of state
Prevailing wage laws has led to a decline in the union share of
apprenticeship training. With this decline, there has been an even
faster decline in black apprenticeship training 8imply because the
union sector trains more blacks. Thus, while the passage of the
Davis-Bacon Act was not meant to enhance the job opportunities for



blacks in construction, the annulment of this Act would lessen the

chances of blacks entering into the skilled trades.
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Section 2: The History of Prevailing Wage Laws.
Introduction.

The Davis-Bacon Act comes at the end of a long chain of labor
market regulations designed to limit the hours of work and sustain
vage ;tandards. The goal of these laws was to!lmprove labor
standards not only on public works but in construction generally
and through construction to other areas vwhere laborers and
mechanics were employed. The first federal prevailing wage
regulation (1869) was a Presidential declaration on how to
implement the 1868 federal eight-hour day law on government works.
This was followed by similar legislation in Kansas in 1891 ang New
York in 1894. Eight states passed prevailing wage laws tied to
eight-hour laws on state construction prior to the Davis-Bacon
Act.? I am aware of no record of racial animus associated with
either the first federal proclamation or the subsequent eight state
laws. The Davis-Bacon Act can be viewed as an effort to legislate
and enforce President Grant'’s prevailing wage proclamation during
& Depression-era crisis when labor standards were crumbling.

It has been argued that the reason the legislative record does
not entail opposition to the Davis-Bacon Act based on a defense of
the arbitrage of cheap black southern labor isg because southern

blacks had no representatives in Congress in the late 1920s and

3 These include Kansas, New York, Oklahoma, New Jersey, 1Idaho,
Massachusetts, Arizona and' Nebraska. 1In addition, Maryland had 2 prevailing wage
law which applied only to Baltimore. California, Nevada, Indiana and Hawaii had
minimum wage laws for construction workers. U.S. Department of Labor, Bureau of
Labor statistics, Bulletin 148, 1914, PP. 197, 289, s01, 634, 943, 1008, 1282,
1327, 1476, 1718, 171%.
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early 1930s. But why were the enployers of this labor not heargd
from? There are no voices on the record representing the
hypothetical southern contractors arbitraging cheap black labor
north. Evidence presented in Section 3 suggests that these
hypotﬁétical southern contractors digd not exist in any significant
nunber. The only opposition that was posed against the Davis-Bacon
Act was based on - the principles of freedom of contract and
resistance to union political influence. This is a traditional
opposing viewpoint to the one that government ought to regulate
labor markets in order to preserve and develop labor standards.
This history suggests that the Davis-Bacon Act was what it
purported to be--an effort to regulate labor markets in the
interest of sustaining labor standards.

The First Pederal Prevailing Wage Law--1869.

The first federal eight-hour day law in the case of public
employment was enacted on June 25, 1868. This law created the
problem of earnings falling in proportion with the decline in
hours. Consequently, on May 19, 1869, President Grant issued the
following proclamation.

that, from and after this date no reduction shall be made in

the wages paid by the Government by the day to such laborers,

workmen and mechanics on account of any such reduction of
hours of labor.?
Because enforcement of this proclamation was lacking, on May 11,

1872 Grant reiterated with greater detail and emphasis in a second

proclamation that per diem wvages should not be cut with the

? The Statutes at Large and Proclamations of the United States of Amerjca,
from December 1869 to March 1871, Vol. XVI, Boston, 1871, p. 1127.
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required shorter hours.*

Thus, the principle of a Prevailing wage law at the federal
level predates the Davis-Bacon Act by fifty years. The purpose of
the federal law was to set labor standards regarding hours and wage
rates in the public sector Presumably with the hope that these
standards might Spread to the private sector. That the purpose wvas
thvarted in enforcement is indicated by Grant’s need to make the
same proclamation twice. The American Federation of Labor, in its
first convention in 1881 stated what it thought the purpose of the
law was and complained that it was not being enforced:

Resolved...that the National Eight Hour law is one intended to

benefit labor and to relieve it partly of its heavy burdens,

that the evasion of its true spirit and intent is contrary to
the best interest of the Nation; we therefore demand the
enforcement of said law in the spirit of its designers.’
But there is nothing in the historical recerd to indicate that the
purpose of this original federal wage and hour law on public works

had at its core any racial animus. And, indeed, in the enactment

of the first state pPrevailing wage law there is & complete lack of

‘ In thie declaration Grant made it more clear he was not only talking

about government employees but also the employees of contractors on public works:

--+I, Ulysses 5. Grant, President of the United States, do hereby again
call attention to the act of Congress aforesaid, and direct all officers
of the executive department of the government having charge of the
employment and payment of laborers, workmen and mechanics employed by or
on behalf of the government of the United States to make no reduction in
the labor wages paid by the day to such laborers, workmen and mechanics on
account of the reduction of the hours of labor.

he Statutes at Large and oclamations he d tes eric om
March 187] to March 1873, Vol XVII, Boston, 1873, PP. 955-56,

’ Pederation of the Organized Trades and Labor Unions of the United States
and Canada, 1881, *"Declaration of Principles” in Proceedings of the American
Pederation of Labor, 1881 to 1888, Reprinted 1908, Pantagraph Printing,
Bloomington, Illinois, p. 3.
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any record of racial animus.
The AFL and the First State Prevailing wage Law--1891.

In February 1891, Samuel Gompers, president of the American
Federation of Labor, visited Topeka, Kansas, to speak on what the
local newspaper called "the great topic of labor."™ Ten years
esarlier, the AFL — at its own creation — had laid out legislative
aims that included the eight-hour work day, the elimination of
child labor, free public schooling, compulsory schooling laws, the
elimination of convict labor, and prevailing wages on public
vorks.* These proposals were based on a belief that the American
labor market should consist of highly skilled workers earning
decent wages, with time for family, and with children free to earn
an education. In pursuit of these aims, Gompers’ political strategy
in Kansas allied him with the Republican Party.

Gompers was in Kansas to focus on the eight-hour day. Like
other Americans, Kansans in 1891 typicaliy worked six days per
week, ten to twelve hours per day. In the older trades and crafts,
such as carriage making and saddle making, where the work pace was

slow and under the workers’ direction, the long work day was

¢ wnile supporting the Kational Right Hour law in 1882, the ArL stated:

We declare that the system of letting out Government work by contract
tends to intensify the competition between workmen, and we demand the
speedy abolishment of the same.

This concept merges with the eight-hour concept in the development of the Kansas
and New York laws.

The above quote and all the labor law proposals of the APL are found in
Federation of Organized Trades and Labor Unions of the United States and Canada,
1882, “Report of Proceedings™, in Proceedings of the American Pederation of
Labor, 1881-1888, Reprinted in 1905, Pantagraph Printing, Bloomington, Illinois,
Pp. 3-4.
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tolerable. In the newer factories pProducing shoes, textiles, ang
the like; in the mines; and in the urban putting-out systems in
needlevork, six-day weeks and twelve-hour days were grueling. The
AFL had made its prime objective a shortened work day and work week
with as little cut in pay as possible.’

At that time, when there were no income supplement programs
for the poor, low-income parents worked and had to send their
Children to work to make ends meet. This practice was later
referred to by a North Carolina newspaper editor as "eating the
seed corn."™ Each generation of poor condemned its offspring to
poverty becﬁﬁse the children grew up as illiterate as their
parents. The prevalence of cheap child labor, which accounted for
5 percent of the manufacturing labor force in 1890* and a larger
proportion of service sector workers, kept wages down and forced
adult workers to put in the long hours to make ends meet. Gompers
wanted regulation to force employers and the poor to adopt a
strategy, however painful in the short run, of a high-wage, high-
skilled growth path where children were in school and workers had

the skills to justify wages that would allow for a family life.’

7 In his Topeka speech, Gompers declared:

Our banner floats high to the breeze and on that banner float is
inscribed, "Bight hours work, eight hours rest and eight hours for mental
and moral improvement.®

Topeka Daily Capital, Pebruary 25, 1891, p.1.

* u.s. Census of Manufactures, 1890.

’ Gompers said in his Topeka speech:

The Federation endorses the total abolition of child labor under 14

years of age; an eight hour law for all laborers and mechanics
employed by the government directly through contractors engaged on
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Although it was not clear at the time whether government coulq
require private sector employers to honor the eight-hour day,
government could set an example, Gompers believed. In state after
state, he pleaded for the eight-hour day for government workers and
pPrivate sector workers employed on public works. Gompers also
Pleaded for workers to be paid the "current" daily wage so they
could afford the reduced work time. Government was being asked to
set a good example for the private secﬁor, to show that a refreshed
labor force could Produce in eight hours what a fatigued and
bedraggled labor force turned out in ten or twelve hours. The
prevailing wage law in its infancy was an attempt to obtain shorter
working hours for all labor. The AFL paid attention to public
works, however, because government at all lévels was a major
purchaser of construction. The AFL said government should not try
to save money by eroding the wages of its citizens.!

Thus, prevailing wage law legislation, at its birth, was
embedded in an over-arching intent to shorten the grueling working

day for all labor, to compel the working poor to make ends meet in

public work, and its rigid enforcement; protection of life and limd
of workmen employed in factories, shops and mines; ...the extension
of suffrage as well as equal work for equal Pay to women....

Topeka State Journal, February 25, 1891, col. 3-4, p.1.

® 1t is interesting that throughout the 18908, Carroll D. Wright, the U.S.
Commissioner of Labor published at the end of most Department of Labor Bulletine
8 list of current federal construction Projects around the Country, who the
contractor was and what was the value of the project. Wright was an outspoken
proponent of labor market regulation. The bulletin went to state legislators,
union officials and others interested in labor market regulation. The listing
of federal contracts was an open invitation to consider using federal public
works as a tool for labor market regulation. See for instance, U.s. Department
of Labor Bulletin No. 7, November 1896 where the listing of federal projects
comes just after an article on court decisions affecting labor, PP. 774-811.

15



some fashion other than by sending their children into the
factories, to compel children into schools so that they might
become better workers and better citizens, to compel employers to
adopt techniques that profited on the employment of skilled adult f
vorkers rather than unskilled child labor, to present government as
an exemplar of good management by establishing the eight-hour day
in government enployment and on public works, and to abolish the
practice of government saving tax dollars by grinding down wages on
Public works or through convict labor.M 3

The Intent of the Kansas Eight-Hour Law.

Kansas established the first prevailing wage law in 1891. In
January 1890, the Kansas Bureau of Labor and Industrial Statistics,
in preparation for its Sixth Annual Report, distributed Q
questionnaire to each trade union and the Knights of Labor
Assembly. In response to a question about needed legislation, the
Molder’s Union of Parsons, Kansas, replied that they wanted "a
law...against the letting of contracts for sState work to unfair
employers.”? This plea for the state to contract out work fairly
appears to be one of the first reports leading up to the enactment
of a prevailing wage law.

In February 1891, the Second Annual Convention of the Kansas

State Federation of Labor, in Topeka, approved a bill concerning

" Martin Brown, Jens Christiansen and Peter Philips, "The Decline of Child
Labor in the U.S. Fruit and Vegetable Industry: Law or Economics?", Business
Bistory Review, Harvard University, Vol. 66 Winter 1992, pp. 723-770.

1

126.

Sixth Annual Report of the Bureau of Labor and Industrial Statistics,
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state-paid wages. That month, the bill, which included the
prevailing wage section, called "for an Eight Hour Law" and was
brought forth by NMr. Avery of the Typographical Union No.121,
Topeka. The bill stated,
That in no case shall any officer, board, or commission,
doing or performing any service or furnishing any
supplies to the State of Kansas under the provisions of
the act be allowed to reduce the daily wages paid to
enployees engaged with him (or them) in performing such
service or furnishing such supplies, on account of the
reduction of hours provided for in the act. That in all
cases such daily wages shall remain at the minimum rate
*which was in such cases paid and received prior to the
passage of the act.B j
The eight-hour bill was one of four labor-related bills
pending in the legislature: the weekly pay bill, the child-labor
bill, and the bill to make the first Monday in September a holiday,
which would become known as Labor Day. In addition, that year the
Kansas State Federation of Labor approved a resolution calling "for
the abolition of convict labor when in competition with free
labor."™
Senate Bill 151, the eight-hour bill, failed in the Kansas
senate March 6, 1891, with the pPrevailing wage section removed. But
by March 10, when the Prevailing wage section was put back in, the

bill became law.Y

® 8ixth Annual, 21s.
“ 8ixth Annual, 124.
B ohis first pPrevailing wage law stated,
That not less than the current rate of per diem wages in the
locality where the work is performed shall be paid to laborers,

workmen, mechanics and other persons so employed by or on behalf of
the state of Kansas....
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In summarizing the purpose of the Kansas Act, in Atkin v,
Kansas, the court case which found the act constitutional, Justice
Harlan, of the U.S. Supreme Court wrote:

When the eight hour law was passed the legislature had under
consideration the general subject of the length of a day’s
labor, without specific reference to the purpose or occasion
of their employment. The leading idea clearly was to limit
the hours of toil of laborers, workmen, mechanics and other
persons in like employment to eight hours, without reduction
in compensation for the day’s service.!®

The Oklahoma Law.

The Oklahoma law which was patterned after the Kansas act and
Passed in 1908 was reported to have the intended effect of setting
wage and hour standards not only on public works but in related
labor markets. The Oklahoma Commissioner of Labor stated in 1910:

The eight hour law has been of inestimable value to the

laboring men of this state....The common laborer, who was

heretofore employed ten and twelve hours per day, is now,
under the provisions of this bill, allowed to work but eight
hours....The law has not only affected the laborers and those
wWho are dependent upon this class of work for a living, but it
has gone further, and in many localities has gradually forced
railroad companies, private contractors [i.e. private
construction) and people of that class to pay a high rate of
wvages for unskilled labor.!

Like Kansas, the historical record for the Oklahoma law has no

mention of issues of race. The primary concern in both states was

to use public works wage and hours policies to set and improve

local labor standards.

L. 1891 ch. 114 p.192-193.
“ Quoted in: Oklahoma, Department of Labor, Second Annual Report, Oklahoma
City, OK, 1909, p. 327.

” chas. L Daugherty, Labor Commissioner, Oklahoma Department of Labor,

Zhird Annual Report, Oklahoma City, OK, 1910, p. 327.
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The New York Prevailing Wage Law (1894).

The New York prevailing wage law of 1894 has links to issues
of citizenship and immigration. When New York amended its 1870
eight-hour day law on public works to include a prevailing wage
Provigion, it also added a citizenship requirement.™

Unions opposed cheap itinerant labor from outside New York
state and this opposition was not limited to foreign, non-citizens
vho came and went with the season.” Unions also complained of the
transient nature of foreign labor and the willingness of foreign
iabor to undercut local wage standards.® Unions argued that the
problem was not just foreign labor but out-of-state domestic

contractors as well.? Cheap 1local nonunion labor put union

® i18th Annual Report of the Bureau of Labor Statistics of the State of New
York for the Year 1900, Albany, 1901, p. 86.

The connection of this legal reform to the issue of immigration and to the
attitudes of unions was made clear in the Thirteenth Annual Report of the New
York Bureau of Labor Statistics which came out the year after the enactment of
New York‘s prevailing wage law. Thomas J. Dowling, Labor Commisasioner,
Thirteenth Annual Report of the Bureau of Statistics of Labor, Vol. I, Albany,
1896 p. 383.

T " see New York, Bureau of Statistics of Labor, Thirteenth Annua) Report,
p- 387.

b George D. Gaillard of New York District Council of the United Brotherhood
of Carpenters stated:

I think there should be something done about foreigners coming here in the
spring and working during the summer and then again returning to Burope in
the fall. They come over here and work for less money than the native

Id. at p. 388.

= Mervyn Pratt of the United Tin and Sheet Iron Workers’ Association of New
York City emphasized that

There should be some law which would prevent foreign contractors--I mean
contractors from other States-~from coming here and taking contracts, as
it brings on many troubles. The wages in other places than New York city
are certain to be lower than here and they only want the wages and work
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contractors with contractually high wage rates and an eight-hour
limit at a disadvantage.?

Thus, the primary concern of New York’s prevailing wage law
vas the deleterious effects of cheap labor on 1local labor
standards. Those who were U.S. citizens were said to have a prior
right to jobs. Foreign labor was itinerant, spending little and
remitting most earnings back home. And lagtly, as we shall see, to
the extent race was a consideration, union supporters of New York’s
prevailing wage law and its citizenship corollary had only one race
in mind--whites. Unions complained of cheap, itinerant "birds of

passage™ from England, Canada, Sweden and Denmark.?®

the hours of the places from which they came.
id. at p. 535,
2 see ]d. at p. 538.

o For example, Edward F. O‘'Brien, the Secretary of the Bricklayers and
Masons’ International Union No. 32 said the state should:

Restrict Immigration. My reason is, that when business in our trade is
brisk, the crowd of masons that come here to work from England is awful.
They work during the summer here, live poorly, bank all they get, £ill our
positions and take all they earn back to England, to come again next
summer. (p. 387)

A Brooklyn writer for the Brotherhood of Carpenters and Joiners No. 258 said:

We recommend restriction of immigration, for our trade suffers greatly
from foreigners coming here and undermining the American citizens by
working for whatever they can get. At the present time you will find that
most of the carpenters out of work are citizens of the United States;
while those employed are foreigners, especially Swedes...(pp. 387-88).

The Secretary of the Buffalo Brotherhood of Carpenters and Joiners No. 355 said:
We expect that you will do something for us here at Buffalo to prevent the

importation of foreign labor, such as Canadians and labor from other
States, to take all the employment away from us here at Buffalo. (p. 388)

A Brooklyn writer for the Brotherhood of Painters and Decorators No. 110
commented:
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Of course, cheap foreign labor was not alwvays truly foreign or
non-U.S. citizens. Cheap domestic labor also threatened 1oca)
labor standards. But that cheap domestic labor (at least in the
18908 in New York state) was white, not persons of color. For
instance a writer for the New York city Bricklayers and Masons
International Union No. 34 noted in 1899:

For some years what we term ’birds of passage’ came over from

Europe in the spring, worked here until fall, and then

returned to the old country, but on account of the hard times

they haven’t been coming over lately. We are now affected by
the flood of westerners, and there is an overplus of

.bricklayers in the city...

I am aware of no evidence whatsoever on the historical recordq
that any of the state Prevailing wage laws passed between 1891 and
1923 were motivated by racial animus. Cheap laSor was the target,
not cheap black 1labor. If black labor had been an important
segment of the flow of cheap construction labor into more expensive
areas, prevailing wage laws would have impacted black 1labor,
limiting their ability to undercut local labor standards. But, by
the standards of these laws, black construction labor would not
have been selected out because they were black. They would have
been subject to the laws because they were cheap. Sstates such as

Arizona, Idaho, Nebraska, Kansas and Oklahoma were not Coastal

states and did not face the birds-of-passage Phenomenon that New

Our wages have been brought down to $2.7s per day and less, by the amount
of foreign labor in the market, moetly Swedes and Danes. (p. 388)

Thirteenth, nua e

* 36th Annual Report of the New York Bureau of Labor Statistice for 1898,
Albany 1899, p. 1042.
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York did.® consequently, the major targets of state Prevailing
wage laws were local pools of Cheaper construction labor which
undercut general labor standards and union wage levels.® In New

York, citizenship requirements were attached to hours ang

»-

= ldaho‘s eight-hour law (1912) was particularly vague regarding its
prevailing wage provision. It simply stated:

Not more than eight hours actual werk shall constitute a lawful day’s work
on all state, county and municipal works;...all bids...shall expressly
declare that all laborers and mechanics are to be employed on the basis of
an eight hour day. =

Nonetheless, this was interpreted to mean that per diem wages were not to be cut
when hours were cut on public works. 1daho, Commissioner of Immigration, Labor
and Statistics, Seventh Biennial Report, 1911-12, caxton Printers, Caldwell,
Idaho, pp. 147-48.

In contrast, the Arizona law was more explicit:

Revised Statutes--1913:...Section 3103. Eight hours, and no more, shall
constitute a lawful day’s work for all laborers, workmen, mechanics and
other persons doing manual or mechanical labor, now employed or who may
hereafter be employed by or on the behalf of the State of Arizona or by or
on the behalf of any political subdivision of the State....Provided
further, That not lese than the current rate of per diem wages in the
locality where the work is performed shall be paid...
Quoted in U.S. Department of Labor, Bureau of Labor Statistics, Bulletin 148,
“"Labor Laws of the United States, with Decisions of Courts Relating Thereto",
Part 1, April 10, 1914, Washington, GPO, p. 197. By 1933, at least, Arizona
required that the union rate in a specific locale be declared the “general rate
of per diem wages in the said locality...®, Industrial Commission of Arizona

(edited by Howard Keener and Emil Wachtel), The Arizona Workmen's Compensatjon
h i abilj d ic Works W

t Citations mplovers Li ub

Law, Phoenix, 1933.

B By 1914, Alaska, Arizona, California, Colorado, the District of Columbia,
Hawaii, 1Idaho, 1Indiana, Kansas, Kentucky, Maryland (Baltimore only),
Massachusetts, Minnesota, Missouri, Montana, Nevada, New Jersey, New Mexico, New
York, Ohioc, Oklahoma, Oregon, Pennsylvania, Texas, Utah, Washington, West
Virginia, Wisconsin and Wyoming all had eight-hour limitations on public works.
Of these 29 states in 1914, eight had Prevailing wage laws (Arizona, ldaho,
Maryland [Baltimore only] New York, Massachusetts, Oklahoma, Kansas, and New
Jersey). Another three states, California, Nevada and Indiana, plus the
territory of Hawaii, had minimum wage laws for laborers and mechanics on public
works. Nebraska did not have an eight-hour law but did have a prevailing wage
law for road construction. All of the above mentioned states eventually adopt
prevailing wage laws and most do soc in the 1930s. Southern states and states
which never adopt prevailing wage laws are notably absent from this list. U.s.
Department of Labor, Bureau of Labor Statistics, Bulletin 148, 1914, pp. 187,
197, 197, 261, 274, 275, 334, 451, 463, 456, 507, 529, 530, 639, 770, 832, 833,
970, 971, 1001, 1095, 1096, 1216, 1217, 1227, 1340, 1415, 1429, 1430, 1433, 1476,
1547, 1603, 1718, 1719, 1761, 1773, 1774, 1845, 2101, 2105, 2108, 2191, 2192,
2236, 2237, 2281, 2327, 2350.
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Prevailing wage requirements to ensure that hiring policies on
public works did not undercut local labor standards. The intent of
these state laws anticipate, shape and parallel the intent of the
Davis-Bacon Act.
The nibisqnacan act.
Maximum Wage Bill Is Passed by House
Measure for Highest 8cale in the Community
©n Any Public Works Goes teo Hoover .

-Washington--Feb 28--The Davis-Bacon maximum wage scale bill,

Provides that the maximunm wage scale prevalent in° any

community where public works are undertaken under Federal

contract, be paid to all laborers and mechanics....

Passage of the bill was by a two-thirds vote, under the
suspension of rules.

Representative Blanton, Democrat, Texas, staged a virtual
one-man opposition, declaring that the bill would do away with
the right of free contract, and furthermore represented a
further surrender to organized labor.

New _York Times, Sunday, March 1, 1931, p. 6 col 2

While Prevailing wage law Propositions had been around
Washington, D.c. since the time of President Grant, the success of
the Davis-Bacon Act was driven by the falling wage-price spiral of
the first years of the Great Depression. The Primary target had
always been labor standards and the regulation of cheap labor but
the issue of labor standards became telling when those standards
vere falling apart all across the nation.”

Professor Morse has rightly stated that the congressional

¥ The following is not a detailed legislative history of the Davis-Bacon
Act. Rather, it 8imply illustrates that this Act shares with itg state
predecessors a concern for sustaining and promoting labor standards. This
section also responds to a few points raised by Professor Morse's interpretation
©f the legislative intent of Davis-Bacon.
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record is largely absent of any opposition to the Davis-Bacon Act.
The one Texas Congressperson who argued against the Act did so on
the basis of freedom of contract and was accused by questioners of
simply being anti-union. 1In Professor Morse’s quantification of
the 64 Congresspersons who spoke in favor of the Davis-Bacon Act at
one time or another, 77 percént came from the run of states between
Wisconsin to Pennsylvania (including Michigan) and up to New
England, 16 percent came from the South and 8 percent from the rest
of the country.? To me this roughly approximates the distribution
of representatives among the states and is no indication that the
primary political process at foot was Northerners attempting to
keep Southern contractors from arbitraging cheap (black or white)
labor from south to north.

Professor Morse argues that southern ‘blacks had no voice in
Congress. In the 1920s, the vast majority of southern construction
contractors were white.” Presumably an even greater proportion
of the 1large contractors were white. Long-distance trade in
construction services requires economies associated with size to

deal with information and transportation costs. Consequently,

* Morse, Report, fn 12. Professor Morse states that 49 proponents came
from the "Northeast/MidAtlantic area, including New York (10), Pennsylvania (6),
Illinois (5) and Massachusetts (4). oOnly 10 Congressmen from the South spoke in
favor of the law." This leaves six from elsewhere. Senator LaFollette from
Wisconsin and Senator Couzin from Michigan spoke in favor of the law. I am
assuming that because Professor Morse includes Illinois 4n the
“Northeast /MidAtlantic*® group, she is also including Michigan and Wisconsin in
that group.

® In 1930, S percent of all construction contractors were black in the
eight southern states, Virginia, North Carolina, South Carolina, Georgia,
Florida, Alabama, Mississippi and Louisiana. u.s. Cengus of Populatjon, 1930,

Occupatjions.
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probably ninety-nine percent of inter-regional construction
services trade coming out of the South was done by white
contractors. But if white southern contractors were arbitraging
cheap black labor, surely at least some of the white contractors’
representatives in Congress would have presented their views ang
opposed the Act at least in hearings testimony.® However, there
is no recorad of an opposition to Davis-Bacon based on the interest
of southern cheap-labor arbitragers because, as we shall see in
section three of this report, the arbitrage of cheap southern black
labor from South to North was of little importance in the overall

flow of cheap construction labor in the 1920s.¥

® In the 1870s and 18808 the exclusion of cheap Chinese immigrant labor was
a4 central legislative issue. While the Chinese themselves are not on the
historical record defending themselves, those whites who employed Chinese were
widely represented in newspapers, legislative hearings and other forums defending
the practice of importing cheap Chinese labor. Martin Brown and Peter Philips,
*Competition, Racism, and Hiring Practices Among California Manufacturers, 1860~
1882." Industrial and Labor Relatione Revij ¥, Cornell University, Vol 40, No. 1,
October, 1986, pp. 61-74. Also see: 44th Congress, Second Session, Senate Report
No. 689, o he Joint cia c te v e
Immigration, Washington, G.P.O., 1877) pp. 535, 556 and 608. I am aware of no
comparable outpouring of defense of cheap black labor from southern contractors
wishing to protect their interest in arbitraging labor north.

¥ Dr. Thieblot states:

3. The itinerant contractor issue may have been a smoke screen to cloud
the true purpose of the bill as a measure designed to bolster the status
of the union movement. One opponent (of the Davis-Bacon Act, Texas
Democrat Blanton, the only opponent) in the original hearings charged that
the bill would have no chance of passage had it not been demanded by
organized labor.

4. Whether real or not, the fear of itinerant contractors was overstated.
On public construction projects tabulated at the time of the [Davis-Bacon)
hearings, such itinerant workers as were employed worked mostly on a few
pProjects undertaken in remote communities where the local labor force was
small.

And in a footnote Dr. Thieblot goes on:
It is interesting to note that at the time of the survey, towards the end

of 1930, on the 26 federal construction projects studied throughout the
country, there were 1,724 men, of whom 1,356 were locals and 368 were
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While Professor Morse has tried to draw an analogy between
prevailing wage laws and the poll tax, a more appropriate analogy
to contemporaneous labor market regulation would be the movement
vhich began at the same time as prevailing wage laws. This was the
drive towards compulsory schooling and child labor laws. Like
prevailing wage laws, tﬁese laws which began in the 1880s did not
explicitly target any racial group.? Both advocates and opponents
of these law recognized that the options of poor families would be
regulated most heavily by these laws. Most poor families were not
racial minorities, but most racial minority families were poor.
Some have argued that immigrant families were targeted by these
laws in order to Americanize these foreign groups. But no one has
argued that because the majority of racial minority families were
poor, compulsory schooling and child labor laws were motivated by
racial animus or primarily had racially targeted effects.
Proponents of compulsory schooling and child labor laws argued that
the long term interest of the poor resided in these regulations
which forced their children out of the work place and into schools.

Prevailing wage laws are similar to compulsory schooling and

nonlocals (21 percent), including 34 aliens. More than half of all the
nonlocal workers tabulated were employed on four projects located in the
remote areas of Boise, Idaho; Fargo, North Dakota; Tucson, Arizona; and
Juneau, Alaska. No outsiders worked on projects in such places as
Brooklyn, Milwaukee, New Orleans, San Francisco or Seattle.

Armand J. Thieblot, eva ng Wage legislation: The vis-Bacon Act te
*Little Davie-Bacon" Acts he Walsh-Healevy Ac nd e Service Contrac t,
Labor Relations and Public Policy Series, No. 27, University of Pennsylvania, the
Wharton School Industrial Research Unit, 1986.

®  There are exceptions for the South associated with segregated schools.
The South was slow to adopt either compulsory schooling or child labor laws.
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child labor laws. The majority of cheap construction labor was not
black, but the majority of black construction labor was cheap.
Interestingly, black labor was cheap not so much because of race,
per se, but because black labor was primarily southern labor and
southern labor (along with labor from the Great Plains) was
cheap.® In any case, in the short run, the options of cheap
laborers (black and wvhite) were limitead by prevailing wage laws.
But ve will see in section four, that in the long run, blacks along
with other construction workers have benefitted from the intended
effects of prevailing wage laws--namely the support and promotion
of higher labor standards in the construction labor market.
Conclusion. .

We have found the roots of the Davis-Bacon Act in the 1868
federal eight-hour day law and the Presidential Proclamation of
1869. No racial animus has been identified with the passage of
this act. Furthermore, no racial animus has been identified with
any of the eight states which passed prevailing wage laws between
1891 and 1923. As for the Davis-Bacon Act, itself, the true target
of this law was cheap labor not black, cheap labor. The historical
record has no voice saying "I employ Negro labor in construction.
I carry those laborers North and make a fine profit from this

arbitrage. I object to this law which would encumber my business."

®  In section 3, we will show that in the occupations in which black
construction labor was concentrated in the SOuth--llboror-, hod carriers,
plasterers and lathers, blacks in Virginia earned from 93 percent to 97 percent
of their white counterparts. Only in occupations such as carpenters where there
were few blacks was the black-white wage gap wide.
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We vill see in the next section that such voices did not speak up
because such businesses either did not exist at all or were of such
little importance that they leave no trace on the historical
record.

The stated goal of prevailing wage laws was to set labor -
standards, lower hours of work without lowering wages and preserve
local labor conditions. Not one group, racial or ethnic, was
singled out for regulation by the prevailing wage stipulation or
exclusion by the citizenship stipulation in these acts. The one
constant was that contractors were to bé regulated in their

employment and deployment of cheap labor.
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Section 3: The Flows of Cheap Labor in the 1920s.

Introduction.

Central to plaintiffs’ argument that the Davis-Bacon Act was
inspired by racial animus is the contention that contractors from
low-wvage, Principally southern states were bringing primarily black
cheap-labor north. This factual aséertion is falge.™ The
majority of southern construction labor was white. The available
data indicate that southern contractors operated integrated work
torc;s. In occupations in which blacks had a significanf: or
majority share (such as laborers, hod carriers, lathers and
Plasterers), white labor in these occupations was almost as cheap
as black labor. Thus, whites would have been brought along as
(say) plasterers along with blacks. In occupations where southern
whites earned a significant premium (say carpenters), there were
not enough blacks to form a significant labor pool. Thus, if a

general contractor was going to go north, he would have to bring

primarily white carpenters.

As noted in the previous section, Dr. Thieblot believes that "the fear
of itinerant contractors was overstated." (See this Report, Section 2, fn 25).
Dr. Thieblot does believe that the Davis-Bacon Act "was a ‘Jim Crow’ position,
motivated by fears of job loss to blacks....[P]rotectionism of this sort has
always been a part--though perhaps not a critically important part--of prevailing
wage laws." Other than presenting Congressman Allgood’s statement that "it is
(black] labor of that sort which is in competition with white labor throughout
the country”, Dr. Thieblot presents no evidence showing that the arbitrage of
cheap black labor was a significant factor in the trade of construction services
in the 1920s. 1Indeed, not only does Dr. Thieblot suggest that the Allgood quote
may be over-emphasized, his evidence on long-distance labor flows suggests, in
his words, “itinerant workers as were employed [in 1930 on federal projects)
worked mostly on a few projects undertaken in remote communities where the local
labor force was small.” Armand J. Thieblot, Jr., v W on,
Labor Relations and Public Policy Series, No. 27, University of Pennsylvania,
Wharton School, Industrial Research Unit, 1986.
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In any case, southern contractors were not the only source of
cheap labor. The seven states of the West-North-Central region®
accounted for a much higher proportion of all construction exports
to the industrial heartland and the northeast than did the eight
southern states Virginia, North Carolina, South Carolina, Georgia,
Florida, Alabanma, Mississippi and Louisiana. The overwvhelmingly
white construction labor force of the West-North-Central region was
not as cheap as southern labor but it was still considerably
cheaper than labor in the high-wage states of Illinois, Indiana,
Michigan, Ohio, Pennsylvania, New Jersey, New York, Connecticut,
Rhode Island and Massachusetts.

Furthermore, most flows of cheap labor came from within
states and regions. Wage differences within the high-wage states
varied considerably by city and state. This was the primary source
of cheap labor regqulated by the Davis-Bacon Act, and this labor was
primarily white.

Professor Morse’s Argument.

A central argument in Professor Morse’s thesis is that :

contractors from low-wage, pPrincipally Southern states, were

conducting labor arbitrage operations. That is, contractors
in low wage states were moving labor from a low wage region to

a high wage region to do federal construction projects. And

this lower wage labor was largely composed of black and

minority workers.¥

Professor Morse is referring to the time period prior to the

¥  Nebraska, North Dakota, South Dakota, Minnesota, Iowa, Kansas, and
Missouri.

¥ Jennifer Roback Morse, "Report Regarding the Davis-Bacon Act”™, November
30, 1995, p.3.
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pPassage of the Davis-Bacon Act in 1931. She presents in footnote
nine of her Report wvage income data from the 15th U.S. Census, the
construction Industry showing that while the average income for
construction workers in the U.S. in 1929 vas $1,771, the income for
construction workers in the East South Central states,
(Mississippi, Alabama, Tennessee and Kentucky) was $1,208 while the
average income for the Mid-Atlantic states (New York, New Jersey
and Pennsylvania) was $2,074. This average income differential of
42 percent between the high income and low income states pPresumably
wvas the economic basis for the aforementioned arbitrage of cheap
labor from the South to the North.

These assertions of fact are important because they form the
factual basis for Professor Morse’s assertion that the Davis-Bacon
Act "had the effect, and was understood to have the effect, of
allocating wages to Northern, white workers, expressly at the
expense of Southern black workers. "’ .

Data from the same 1930 U.S. Census of Construction and the
1930 .S. Census o opulatj ccupatj do not support
Préfessor Morse’s assertion that the Davis-Bacon Act’s only or
primary intent was to inhibit the arbitrage of low-wage Southern
black construction workers into higher wage northern construction
jobs.

Blacks Were a Minority of Southern Construction Workers.
Table 3.1 shows that in the eight southern states with the

highest proportion of blacks in construction work, blacks were

Morse, p. 1.
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nonetheless a distinct minority of all construction workers.
Unless a special story can be told that southern contractors
arbitraging cheap southern labor to the north only took the
minority of southern black construction workers up north, the
second part of Professor Morse'’s assertion (my underline) that
contractors in low wage states were moving labor from a low
wage region to a high wage region to do federal construction

projects. And : wer wage s

o
must be false.

Perhaps southern contractors divided into ones with black
labor forces and others with white labor forces and only
contractors with black labor forces engaged in the hypothesized
long-distance arbitraging of labor. Professor Morse does not
present any evidence to this effect and we know that this is not so
for Virginia in 1910 and before. The Virginia Bureau of Labor and
Industrial Statistics between the years 1901 and 1910 list all the
general contractors, plumbing sub-contractors and bricklaying
subcontractors in the state. Over two-hundred general contractors
are typically listed each year and from thirty to fifty of each
group of subcontractors are listed. The overwhelming majority of
general contractors and subcontractors have integrated work forces
although segregated occupations within these work forces is common.
There is no evidence in Virginia of contractors dividing into

racially specialized firms.® I know of no other source that

breaks individual contractor records down by the demographics of

® gee, Virginia, Bureau of Labor and Industrial Statistics, Fourth through
Thirteenth Annua) Reportg, Richmond, 1901 through 1910.
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employment.

One might imagine that black labor was so much cheaper than
vhite labor in the South, that at least in the occupations which
blacks dominated such as laborers and hod carriers, construction
contractors would only bring blacks with them north. However, this
too is unlikely. Table 3.2 shows for the period 1919 to 1928, the
average wage for specific construction occﬁpatians by race in
Virginia. Blacks are 69 percent of all laborers and 68 percent of
all hod carriers. 1In these two occupations, blacks earn 97 percent
and 95 percent of what white Virginia construction laborers and hod
carriers earned, respectively. Thus, if contractors were bringing
Virginia laborers and hod carriers north, they would surely have
brought cheap white labor along with cheap black labor.® |

In the case of plasterers and lathers, blacks are not a
majority of these occupations in Virginia and yYet, the black-white
wage gap is nonetheless narrow. Blacks earn 93 to 94 percent of
what whites make in these occupations. Thus, Virginia contractors
would have brought a majority of cheap white plasterers and lathers
with them if they had gone north.

In Virginia in the 1920s, black carpenters earned only 67
percent of the average earnings of white carpenters. But Virginia
general contractors would not have brought only or primarily
cheaper black carpenters north simply because there were not enough
black carpenters to bring. Blacks only accounted for 3 percent of

all Virginia carpenters.

¥ A hod carrier carries mortar to bricklayers.
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Occupational segregation in the South raises the Qquestion
wvhether the story of southern contractors arbitraging cheap black
labor north is entirely a myth. If they were arbitraging cheap
black labor north, why were they not arbitraging cheap southern
black.carpenters into these carpenter jobs held by whites in their.
own firms? )

When (and if) southern contractors came north, they came with
a majority of white workers reflecting the demographic mix of the
southern construction labor force. But, as we shall see, southern
contractors did not come north very often. In the next section I
show that séuthern contractors formed a minuscule share of the
overall export of construction services into high wage areas in
1929.

Most Movement of Cheap Labor Came from Within the State or Region.

Most construction work in 1929 was locally done. Fifty-seven
percent of the value of all construction work was done by
contractors in their own city of residence. An additional 25% was
done by contractors outside the city in which their business
resided but within that firm’s state. Another 7 percent of work
was done outside the city and state of residence but within the
region of the contractor. Only 11 percent of all contract
construction work was done by contractors in regions outside their

own.%®

© (Regions here refer to nine Census Bureau categories--New England (NE),

Mid-Atlantic (MA), East-North-Central (ENC), West-North-Central (WNC), South
Atlantic (5A), Bast-South-Central (ESC), West-South-Central (WSC), Mountain (M)
and Pacific (P). Alaska and Hawaii are excluded and Washington, D.C. is included
in South Atlantic. U.S. 1930 nsug of Populatijo onstruc .
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In four regions, construction exports out-of-region were above
the national average of 11 percent of total construction. (table
3.3) Two of these regions, the South Atlantic and South-East-
Central regions, include most of the southern states in which the
black population was concentrated. Bowgver, the two other of these
regions, New England and the West-North-Central regions, did not
have many black residents.*

The West-North-Central and New England regions accounted‘for
$88 million and $79% million of construction out-of-region exports
wvhile the South Atlantic*? and East-South-Central®’ accounted for
$62 million and $27 million in out-of-region exports. The East-
South-Central region was the lowest construction income region of
the country generating an average annual income of $1,190.4 This

income figure was only 57 percent of the average income for the

- These regional classifications come from the U.S. 30 Census o

Population, Constructjon. The Census provides data from which one can calculate
the value of construction services and wages paid within statees and within
regions. Cross-regional trade refers to construction services provided by a
contractor from one region to a locale in another region. Later in this section,
I will rearrange the Census regional categories in order to create a South region
consisting of eight southern coastal states Virginia to Plorida and across from
Georgia to Louisiana. This will allow us to view the hypothesized trade in
construction services and labor emerging from this area.

e South-Atlantic region includes West Virginia, Maryland, Delaware,
Virginia, North Carolina, South Carolina, Georgia and PFlorida.

© zast-South-Central regions consists of Mississippi, Alabama, Tennessee
and Kentucky.

“ My data are derived from Table XXXIII of the Construction Census on page
48. My figure of $1,150 for the East-South-Central region differs slightly from
Professor Morse’ figure of $1,208 cited in footnote 9 of her Report and taken

from Table XVI on page 32 of the Construction Census. I use the data from Table
XXXIII because this table is replicated in the state reports.
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highest paid Mid-Atlantic region.¥ However, the East-South-
Central region accounted for only 4 percent of all cross-regional
trade in construction services in 1929. The larger South Atlantic
region with an average construction income of $1,290 (or 62 percent
of the Mid-Atlantic average income) accounted for 10 percent of
cross-regional trade. Taken together, these two regions with a
high share of the entire black population accounted for 14 percent
of all cross-regional trade. This compares with the 14 percent of
all out-of-region trade from the relatively white West-North-
Central region® which had an average income of $1,471 (or 71
percent of the average income for the Mid-Atlantic region).

The New England region, on average, was a relatively well paid
construction area with an average income of $1,833, or 89 percent
of the high income Mid-Atlantic region. Nonetheless, New England
accounted for 12 percent of all cross regional trade. One may
wish to presume that all of New England’s long-distance exports of
construction services was not motivated by the export of cheap
labor although there were significant pockets of cheap labor within
New England.

Table 3.4 shows the share of cross-regional trade held by each
region in 1929. The Pacific and Mountain regions had very small
shares simply because they were most distant from population

centers east of the Mississippi River. Despite being low wage

© Mid-Atlantic region is New York, New Jersey and Pennsylvania.

“ Again, Nebraska, North Dakota, South Dakota, Minnesota, Iowa, Kansas and
Missouri.
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areas and closer to population centers, the West-South-Central
region and the East-South-Central regions also had very low ghares
of cross-regional trade. Most cross-regional trade occurred
betwveen New England, the Mid-Atlantic region and the East-North-
Central regions. These are relatively high-wage areas trading
among each other. Two other lover-wage areas, the West-North-
Central region and the South Atlantic regions, in general terms,
may be viewed as trading into the high wage areas. I will argue
below that to the extent there was cheap 1labor arbitrage, it
occurred primarily within regions. But for the moment, let us
concentrate on the West-North-Central and South-Atlantic regions
trading into what is commonly called the Mid-West and Northeast.¥
The South Was a Minuscule Part of Overall Regional Trade.

Because we are interested in the trade of southern, black,
cheap labor to the north, I have redesigned the census region South
Atlantic into a region I call South. The South-Atlantic has West
Virginia, Delaware, Maryland and the District of Columbia in it and
it excludes Alabama, Mississippi and Louisiana. I have created a
grouping called South which excludes the former and includes the
latter. Thus, South refers to eight southern states, Virginia,
North cCarolina, South Carolina, Georgia, Florida, Alabama,
Mississippi and Louisiana. In this section we compare these eight
states with the seven states in the Census Bureau’s West-North-

Central region.

€ These common categories Midwest and Northeast together roughly coincide

with the Census regions East-North-Central, Mid-Atlantic and New England put
together.
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Table 3.5 lists the high-wage states (column 1) New York,
Illincis, New Jersey, Michigan, Massachusetts, Connecticut, ohio,
Rhode Island, Pennsylvania and Indiana in order of their average
construction income (column 2). Column 3 ghows the value of
construction service imports to each state from the West North
Central region. Column 4 ghows the percent of all out-of-region
imports coming into each state that came from the West-North-
Central region. For instance, in 1929, New York state received
$6.8 million in construction services from contractors coming from
the West-North-Central region and this amounted to 7 percent of all
out-of-region imports coming into New York that year.

In columns 5 and 6 of Table 3.5, the same information is
listed for the eight Southern states. Thus, for instance, New York
state in 1929 received a total of $368,996 in construction services
from the eight Southern states and that amounted to less than 1
percent of all out-of-region trade into New York.

The total out-of-region trade going into New York in 1929 was
$28 million (column 7). This amounted to 28 percent of all out-of-
state construction services coming into New York in 1929. Thus,
almost three-fourths of construction services imports into New York
in 1929 came from New Jersey and Pennsylvania, the other two states
in the Mid-Atlantic region.

Focusing on the two lower-wage regions trading into these high
wage states, the seven states of the West-North-Central region
exported $38 million into these high-wage states in 1929 while the

eight states of the South region exported $7.4 million. Thus, if
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no other cheap labor flowed in the U.S. in 1929 other than frop
these two low-wage areas into this group of ten high-wage states,
the southern exporting states would be one-fifth the size of the
West-North-Central states. They would be bringing an integratead
vork force which would be Predominately white. And, as the next
sub-gection will argue, southern contractors would be lost in the
flow of cheap labor from within the North.

Nage Differentials within the North Nere Wide Enough to Generate
Significant Cheap Labor Flows vithin the Region.

. Table 3.6 presents relative wages for cities within states and
within a group of five states, Massachusetts, Connecticut, New
York, New Jersey and Pennsylvania. The cities are listed in order
of average annual construction worker income with New York City
averaging $2,456 per year and Worcester, Massachusetts averaging
$1,296 per year (similar to southern wages). The relative size of
each construction labor force is pPresented in column 3. New York
City’s construction work force is almost 30 times larger than that
of Worcester while New York City’s wage is 189 percent that of
Worcester (column 6). New York City’s wage is 140 percent that of
Buffalo (column 5) and Buffalo’s construction work force is only
one-tenth the size of New York City’s. These data suggest there
vas ample room for labor arbitrage within these five states with a
similar racial make-up. Whilé we do not know where Buffalo
contractors did their work outside the city, we do know that S7
percent of all work taken on by Buffalo contractors was outside the
city but inside the state. There is a reasonable likelihood that
some of that work was arbitraging cheaper Buffalo labor into New
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York City. similar stories can be told for most of the cities in
table 3.6. The volume of in-state but out-of-city trade in
construction services and in-region but out-of-state construction
services dwvarfed regional trade, particularly south-to-north trade.
Table 3.6 shows that a Significant share of that in-state and in-
region trade could have been driven by cheap labor arbitrage. 1If
80, the Davis-Bacon Act’s Primary effect would have been to
discourage that flow of cheap labor rather_than the hypothesized
but undemonstrated flow of cheap black labor from the South.
Conclusion.

The Davis-Bacon Act’s purpose was to prevent cheap outside
labor from undercutting local labor standards including wvages. By
requiring local Prevailing wage rates be paid, it reduced the
incentives to arbitrage cheaper labor against more expensive labor
within cities, within states, within regions and across regions.
Because the cost of labor arbitrage rises with distance as
information and transportation costs rise, it is not surprising
that cross-regional labor arbitrage was the least common of the
varjous arbitrages occurring in the 1920s. Even focusing only on
cross-regional arbitrage to the exclusion of the more important,
closer-in trading of construction services, the role of the South
vas significantly 1less compared to the role of the West-North-
Central in providing construction services and cheaper labor to the
Midwest and Northeast. Focusing only on laber flows from the South
to the Midwest and No&theast, cheap white southern labor was twice

as prevalent as cheap black southern labor. (See Table 3.1.)
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These patterns of construction sefvice exports and labor flows
make it difficult to accept Professor Morse'’s proposition that the
motivation for the Davis-Bacon Act and the understood effect of the
Act vas solely or primarily to restrict the opportunities of black

construction labor in favor of white construction labor.
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Table 3.1: Black Construction
in Eight Southern States, 1930

State | Black as a
Percent of
All
Construction
Workers
AL 25%
FL 17%
GA 31%
LA 28%
MS BOH
NC 24%
SC 39%
VA 15%

Workers as a Percent of All Construction Workers

Source: U.S. 1930 Census of Populatjon, Occupations.

43



®

Table 3.2: Average Wage by Occupation

1919 to 1928

and Race, Virginia Construction Worker

Avg Wage | Wage Gap | §Black
(4)

Source: Virginia, Bureau of Labor and Indu

Occupation Race

(1) (2) (3)
Carpenters White $5.78
Black $3.89
Cement Masons | White $6.29
Black $4.89
Apprentices White $3.37
' Black $2.85
Bricklayers White $9.44
Black $8.26
Helpers White $3.59
Black $3.17
Plasterers White $8.35
Black $7.80
) Lathers White $5.65
Black $5.30
Hod Carriers White $4.28
Black $4.08
Laborers White $3.25
I Black $3.15

Thirty-Second Annual Report, 1920 to 192
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strial statistics, Twenty-Third through

67%
78%
84%
87%
88%
93%
94%
95%

97%

(5)

33

37%

10%

17%

29%

32%

45%

68%

69%



Table 3.3: Distribution of Construction Service between In-City, In-State, Ir
Region and Out-of-Rggigpmyg_gegion, 1929.

In State Out-of-State

U.S.

New ;Eg}and 443 27%

Mid- 59% 24% 7% 9% 100%
Atlantic

East-North- 65% 20% 5% 10% 400%
Central

West-North- 45% 25% 93 21% 100%

Central

South ¥ 52% 21% 12% 15% 100%
Atlantic

East-South- 41% 35% 7% 17% 100%
Central
West-South- 50% 41% 43 63 100%
Central
Mountain 56% 28% 8%
Pacific
(v_SOurce: U.S.1930 Census opulatjon, Constructi
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Table 3.4: Share of Cross-Region Trade by Region,

Percent of All

Avg. Income

1929

Income as a §

Out-of-Region of the
Trade Coming Mid-Atlantic
from This Region
Region
Mid-Atlantic 31% $2,070 100%

East-North-
Central

23%

$1,900

West-North-
Central

New England 12% $1,833 89%
South 10% $1,290 62%
Atlantic

East-South- 43 $1,190 57%
Central

West-South- kR § $1,276 62%
Central

Pacific 2% $1,688 823 |

Mountain

Source: U.S.1530

ensus o

opulation
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Table 3.5:

Cheap Labor
Southern States into Ten

Flows from Seven

North-West-Center States and Eig
High-Wage Midwest ang Northeastern States.

$7,364,700

Value of Imports to Each Midwest and Northeast State
from a) the Seven North-West-Center States, or b) the
Eight South States, or c) All states Out-of-Region
States; Plus in columns (4) and (6) Imports from either
the N-W-C or south Regions as a Percent of All Out-of-
Region Imports. 1n column (8), Out-of-Region Imports
as a Percent of All Construction Imports inte State
Income North-West-Center South All Out-of-Region L
Q)1 _(2) Q) 1@l (s (8 (7)) L (8) |
NY $2,254 $6,813,693 73 $368,996 03 $28,014,007 28%
IL $2,113 $15,910,901 29% $486,095 13 $35,681,385 66%
NJ $2,036 $1,168,848 13 $882,728 13 , $8,394,861 B%L
|
MI $1,921 $4,362,361 12% $402,807 13 $19,767,741 55%
|
,HA $1,874 $174,573 1% $0 0% $2,938,066 16%
I
ICT $1,842 | $1,258 0% $27,050 0% $865,383 2%
X i
OH $1,786 | $5,775,069% 15% $1,114,749 3% $22,681,736 61%
RI | $1,774 $5,000 | o3 $5,606 | o3 $768,690 nh
i
PA $1,755 $601,449 1% $3,508,489 5% $33,055,914 50;]
i
IN $1,581 § $3,286,635 10% $568,180 2% [ $11,383,084 35% |

Source: U.s.1930 Census of Populatjon, Constructjon
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Table 3.6: Within state and Within Region Wage Differentials for the Sstate:
Massachusetts, Connecticut, New York, Pennsylvania and New Jersey
F = e = == —— e = e : =

(j\ Income

Value of Work
Done in:

Income as a
Percent of
Lowest in:

City State | out |

- N EEEEEE—— e e SS  Te—N R 1
wle o] o] ol olo]
M
NY NYC 84890 $2,456 140% . 189% 42% 45% | 10%

NY | Yonkers 909 | $2,286 130% 1763 | 408 60% | o%
[NJ Newark €706 | $2,207 149% 1708 | 27% €5% | 8%t I
tm Cambridge ( 1223 | $2,123 | 1648 164% | 18% 59% | 23%

NJ | Elizabeth | 771 | $2,093 141% 161% l 28% 64% | 8%

MA | somerville | 277 | s2,0s6 159% 159% | 22% 77% | 1%
1 CT | Bridgeport ' 1765 | $2,049 110% 158% ' 3og 59% | 2%

( NJ | Trenton ’ 1372 | $2,048 138% 158% : 42% 56% | 2%

MA | Boston I 20759 | $1,970 152% 152% | 223 42% | 36%

NY | Albany | 1958 | $1,952 111% 151% ‘ 39% 58% | 2% H
"I 83 | Paterson J 1701 | $1,933 130% 149% ' 20% 58% 21?’

NJ | Jersey City | 2887 | $1,921 129% 148%‘ 23% 37% 40%H

cT | Hartfora | 2e6e $1,895 j 1028 | 146t | ezt ssy | a3 !

NY | Rochester ! 4234 $1,865 106% 144% | 443 56% O%E

CT | New Haven ' 2189 | $1,856 j 100% 143% | 42% S53% | 5% l
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lnA Springfield 3278 | $1,839 I 142% 142% 19% 31% So;]

@i wr |otica 1089 | $1,808] 103% 140t | 31%| st ot,

¥y | syracuse 2407 s1,791+ 102¢ | 13sx | 12| sss 1?'

MA |Lynn 485 [s$1,788 ] 138t 138s | <13 set 3?'

I NY |Buffalo 7962 | $1,754 ] 1008 | 235y | 37%| s7% sq

l MA | Lovell 314 [s$1,683] 1308 23080 328| 6ot 9%1

MA |Pall River 634 | $1,656 l 1288 | 2283 | a2t | 44t ]ase !
lm New Bedford 229 | $1,609 I 1248 | 2208 | <ot] 5os 13
lrw Canmden 503 | $1,484 l T Y, T 708 | 3%
MA | Worcester 2979 [s1,206 | 1008 | 1008 | — 418 [ 308

(WSOurce: U.5.1930 Census of Populatjon, Construction.

48




Section Four: Are the Current Effects of the Davis-Bacon Act Primarily
Adverse to the Economic Interests of Racial Minorities?

Introduction.

Overviewv. Dr. Thieblot and Dr. Bloch address the question--
Does the Davis-Bacon Act limit the job opportunities of blacks
and/or minorities in construction? Beth answver this question yes.
Dr. Thieblot’s analysis is clearly wrong and Dr. Bloch’s analysis
is probably wrong.

. Dr. Thieblot’s empirical results disappear once the eight
southern states (Virginia, North Carolina, South Carolina, Georgia,
Florida, Mississippi, Alabama and Louisiana) are removed from
consideration. 1In other words, in comparing the ten non-southern
states free from state Prevailing wage laws® with either all
states with state prevailing wage laws or the sixteen states with
less than 5 percent black among the gainfully employed,* bpr.
Thieblot’s inverse correlation between state prevailing wage laws
and the relative proportion of blacks employed in construction
disappears entirely. Dr. Thieblot has found out something about
the southern construction labor market and not something about
prevailing wage laws.

Dr. Bloch argues that Prevailing wage laws promote unions and

higher wages. He argues that unions directly discourage black

. Arizona, Colorado, Idaho, Iowa, Kansas, New Hanmpshire, North Dakota,
South Dakota, Utah and Vermont.

. Alaska, Hawaii, Kentucky, Maine, Massachusetts, Minnesota, Montana,
Nebraska, New Mexico, Oklahoma, Oregon, Rhode Island, Washington, West Virginia,
Wisconsin, Wyoming.
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construction employment because black unionization rates are lower
than vhite unionization rates. vyet his data do not show that black
unionization rates are lower within specific occupations ang
specific unions. Indeed, for the one occupation he has data,
laborers, black unionization rates are higher than that of whites.
Dr. Bloch argues that unions indirectly discourage black
construction employment because unions promote higher wages:
Higher wages discourage the employment of unskilled workers and
black construction workers are less skilled than white construction
workers. Yet Dr. Bloch’s data do not show that within specific
construction occupations, (say 1licensed electricians), black
workers are any less skilled than white workers. bDr. Bloch’s data
clearly show there is very 1little substitution of unskilled
laborers or helpers for the skilled crafts as wage rates rise. 1I1f
higher wage rates do not induce a switch from skilled crafts to
unskilled laborers, and black craft workers are as skilled as
skilled white craft workers, then the argument that higher wages
discourage the employment of blacks fails.

Finally, both Dr. Bloch and Dr. Thieblot agree that pPrevailing
wage laws raise construction wages, but neither Dr. Thieblot nor
Dr. Bloch considers whether blacks share in those wage gains. With
over half of all blacks living in states with prevailing wage laws,
it is quite possible that blacks 45 a group enjoy the income
benefits associated with pPrevailing wage laws. I Present data to

show that this is the case.
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Vieving Dr. Thieblot and Dr. Bloch Together. 1In analyzing the
impact of the Davis-Bacon Act on the employment oppor§unities of
blacks and other minorities, Dr. Thieblot and Dr. Bloch use
distinctly different but largely complementary methods. Dr.
Thieblot looks at state prevailing wage laws of varying strength,
Plus states that repealed their prevailing wage laws in the recent
past, and states which never had prevailing wage laws. Dr.
Thieblot notices a correlation between these various groups of
gtates. Monotonically stronger state prevailing wvage laws are
associated with monotonically decreasing relative job opportunities
for blacks. In contrast, Dr. Bloch sets aside a direct look at
state prevailing wage laws in favor of analyzing two of the assumed
effects of prevailing wage laws--higher construction wage rates and
higher construction unionization rates. . Dr. Bloch notices a
correlation between higher unionization rates and higher wage rates
on the one hand, and lower relative employment levels for blacks
and minorities on the other hand.

Both analysts understand that observed correlations are
relatively meaningless unless there is an underlying causal
mechanism which generates these correlations. While each analyst
presents marginally distinct theories to describe the underlying
causes of these correlations, in general terms, their separate
explanations are consistent with each other and complement one-
another. Taken together, their explanations boil down to the

following.
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For a variety of historically rooted reasons, blacks and
minorities are less gkilled construction workers, in general, than
are wvhite construction workers. In support of this assertion, both
analysts note that blacks are over-represented among construction .
laborers, a relatively less skilled sector of construction work,
and blacks are under-represented among other construction
occupations, many of which are skilled trades.® This fact does
not demonstrate that black plumbers are any less skilled than white
plumbers. This is important; because, if, when wage rates rise,
there is very little substitution between laborers and plumbers,
then the only way wage rates can discourage the employment of
blacks under Dr. Thieblot’s and Dr. Bloch'’s theories, is if black
plumbers are less skilled than white plumbers (or electricians or
carpenters etc.).

In the above argument, unions play an indirect and a direct
causal role. Indirect. Unions are one mechanism whereby
Prevailing wage laws raise wage rates. Direct. Unions may be
discriminatory institutions. If prevailing wage laws promote
higher unionization rates, and unions are racist institutions, then
Prevailing wage laws may limit the job opportunities of blacks and

minorities by promoting unions.’

® It should be noted that Dr. Thieblot ‘s analysis is limited to blacks
while Dr. Bloch considers both blacks and minorities where minorities include
non-white racial groups plus hispanics.

% It should be noted that this second argument seems implied in Dr.
Thieblot’'s and Dr. Bloch's reports, but the argument is npot clearly and
forcefully presented. It is possible that these analysts do not mean to
hypothesize this unions-are-racist connection at all. I will assume that the
argument is reasonably extrapolated from their analysis and address the
argument ‘s plausibility. Even if the authors did not mean this argument, there
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The purpose of undergirding simple correlations with a
theoretical foundation is in order to test these hypothesized
causal connections. It is by testing these hypothesized causal
connections that we separate out spurious correlations from ones
that identify cause and effect relationships. A central limitation
of both Dr. Thieblot’s and Dr. Bloch’s analysis is that very little
testing of the hypothesized causal mechanisms is done. This makes
both their analyses wvulnerable to spurious correlations.
Furthermore, the little evidence within their reports that could
shed light on these underlying connections is not very supportive
of the links they presume to exist.

Dr. Thieblot’s and Dr. Bloch’s analysis is also one-sided. It
is limited to the question of the relationship between the Davis-
Bacon Act and the relative employment attainment of blacks and
minorities. Because we are interested in the question does the
Davis-Bacon Act adversely effect the overall economic interests of
blacks and minorities, we must also ask the question what happens
to the incomes of blacks and minorities under the regime of a
prevailing wage law. Dr. Thieblot, Dr. Bloch and I all agree (and
I will present evidence to show) that prevailing wage laws maintain
higher wage rates in construction. Dr. Thieblot’s data show that
roughly half of all blacks employed in construction are working in
Prevailing wage law states. I will show that those blacks enjoy

significantly higher construction incomes because of the prevailing

is no harm done in addressing the hypothesis as a reasonable extension of their
argument.
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wage laws in those states.
Dr. Thieblot'’s Correlation.

In Dr. Thieblot’s data, the apparent correlation between legal
regimes and demographic employment patterns disappears once eight
Southern states are excluded from the analysis. This is true
whether you look at the 42 remaining states or you limit your gaze
to only states with fewer than 5 percent of the labor market being
African-American.’? pr. Thieblot’s correlation cannot be found
when comparing ten non-Southern states which either never had a
state prevailing wage law or repealed it with either all 32 states
with prevailing wage laws in 1990 or the subset of those 16 states
with a 1limited black population of under 5 'percent among all
gainfully employed. This indicates that Dr. Thieblot’s discovered
correlation between prevailing wage laws and black employment is
spurious. Dr. Thieblot has discovered something about the southern
construction labor market not prevailing wage laws.®

To demonstrate the disappearance of Dr. Thieblot’s
correlation, I begin by making arithmetical corrections that infect
the summary calculations in Dr. Thieblot’s two tables in his
original November 1995 report. Michigan had a state prevailing
wage law in 1990 and in the spirit of Dr. Thieblot’s analysis

belongs in the table although Dr. Thieblot omitted Michigan from

2 In Dr. Thieblot’'s deposition he suggests that if one removes southern

states free from prevailing wage laws, one must also remove from the analysis
states with prevailing wage laws which have high concentration of blacks within
their gainfully employed in order "to have an apples to apples comparison”.
Thieblot Deposjtjon p. 168 lines 5§ through 13.

o Precisely what Dr. Thieblot has discovered if unclear. But we know
it is not tied to the effects of Prevailing wage law regimes.
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his calculations.® I include Michigan as a "strong-law" gtate.S
I also update the data for Hawaii and Ohio. Dr. Thieblot uses 1980
data for these two states and the 1990 data are available to me.
With these amendments in mind, Table 4.1 presents Dr. Thieblot’s
analyéﬁs, combining his tables into one. Notice that although
these corrections lead to a different level of what Dr. Thieblot
calls "sector ratios"™ and I call "reflection ratios"™, the general
inverse relationship between legal regimes and the relative
employment of blacks is sustained.

In Table 4.2, Dr. Thieblot’s procedures are replicated with
the exception that eight Southern states, Virginia, North Carolina,
South Carolina, Georgia, Florida, Alabama, Mississippi and
Louisiana are excluded from the analysis. Group totals and

national totals are all calculated as if these eight Southern

¥  Dr. Thieblot argues in his deposition that if one were to alter his
analysis and only lock at the non-southern states free from prevailing wage laws,
one should also exclude states "that have high black concentration, for example,
the State of California, for example, the State of Michigan, for example, the
State of New York." This suggeste that when one does a comparison including the
eight southern states, Michigan should be included. Clearly the omission of
Michigan in Dr. Thieblot‘s original calculations was an oversight on his part.
Along with his arithmetical errore, I correct this oversight in my analysis.

Thieblot, pepositjon, p- 168, lines 8-10.
s Dr. Thieblot stated in his deposition that Michigan was a "strong-

law® state. Thieblot Depoeition p. 84, lines 6-8.
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states did not exist. The reader will note the disappearance of
Dr. Thieblot’s monotonic decline in the relative proportion of
blacks employed in construction as the legal regime moves from
never having had a state prevailing wage law to states with strong
prevaiiing wvage laws. .

In Table 4.3, Dr. Thieblot’s procedures are again replicated
with the eight Southern states removed and I also remove all states
with -prevailing wage laws and over 5% of their state work force
being black. This leaves 4 states which never had a pPrevailing
wage law, 6 states which repealed their prevailing wage law, 5
states with weak state Prevailing wage laws, 6 states with average
prevailing wage laws, and 5 states with strong prevailing wage
laws. Again, Dr. Thieblot'’s negative correlation between
progressively stronger legal regimes and relative black access to
construction jobs disappears. This is strong evidence that Dr.
Thieblot has found out something about the difference between the
demographic structure of the Southern construction labor force
compared to the rest of the nation rather than a causal
relationship between prevailing wage laws and minority access to
jobs . %

Dr. Thieblot’s data do not support the notion that blacks are

less skilled in construction or that higher wages lead to the

% While Dr. Bloch's analysis does not rely upon Dr. Thieblot‘’s, the fact

that Dr. Thieblot’s correlation disappears when the Southern states are removed
raises the possibility that Dr. Bloch's correlations would disappear once he
eliminated his metropolitan observations from the South and dropped his weighting
procedure which discounts cities from the ten remaining no-law states. In
general, Dr. Bloch’s analyeis is weaker because he has not introduced control
variables such as one for southern states into his regression analysis.
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employment of proportionately more skilled workers. Dr. Thieblot’s
data do show that blacks are over-represented among construction
laborers. One might wish to tell a story where as wage rates in
construction fall, laborers are substituted for skilled workers.
Presumably as one moves from states with strong prevailing wage
laws to ones with weak laws and no laws, one is moving from high to
low wage rate areas. Dr. Thieblot’s data shows that the proportion
of all construction vorkers.who are laborers remains constant at 15
percent as one moves from the group of strong-law states to the
group of never-had-law states. If crew mixes alter as wage rates
change, it is not primarily between laborers and craft workers.

Thus, while laborers are less skilled than (say) electricians,
there is no visible substitution between these groups.
Consequently, while there are proportionately more black laborers
than electricians, there is no evidence in Dr. Thieblot’s data to
show that as construction wage rates fall, contractors substitute
away from white electricians towards black laborers. It has not
been shown that black electricians (or roofers or bricklayers) form
a disproportionate share of all less-skilled electricians (or
roofers or bricklayers).

Dr. Bloch’s analysis supports the conclusion drawn from Dr.
Thieblot’s data that 1little substitution takes place between
laborers and the crafts in construction. Dr. Bloch’s simple
correlations between average wage rate and laborers as a percent of

the overall construction work force is small in magnitude and two

57



of his four tests for this effect are statistically
insignificant.” fThese results are consistent with the pattern
found in Dr. Thieblot’s data of a relatively constant percent
laborers across his groupings of states by legal regime.

This means that the story that both Dr. Thieblot and Dr. Bloch
tell is at best unproven, and is probably false. They say that as
wage rates rise, contractors switch away from unskilled black
labor. But in contrast, their data says that contractors do not
switch avay from laborers (black or white) as wage rates rise.
Thus, for their story to hold, they must prove that fully licensed
black electricians are 1less skilled than licensed white
electricians. They must show that higher wage rates induce a shift
towards white electricians. This story is neither attempted nor
proved.

Dr. Bloch’s Correlation.

Dr. Bloch’s research regarding the relation of the Davis-Bacon
Act to minority and black employment presents two basic hypothesés.
First, Dr. Bloch argues that because the Davis-Bacon Act promotes
higher unionization rates and unions are disproportionately white,
the Davis-Bacon Act promotes the employment of whites relative to
minorities and blacks. Second, the Davis-Bacon Act promotes higher
wage rates for construction workers. These higher wage rates, in
turn, induce contractors to hire skilled labor in preference to

unskilled labor. Because a higher proportion of minority and black

» Regression output provided by Dr. Bloch to the Justice Department. Bloch

Peposition Exh. 4.
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construction workers (or potential construction workers) are
unskilled compared to white actual and potential construction
workers, the promotion of a more skilled crew-mix in construction
adversely affects the employment opportunities of minorities and
blacks.

1. Dr. Bloch’s rirst story--thiéo Unions Chase Out Black
Workers. Two basic empirical problems are apparent in Dr. Bloch'’s
research findings. First, Dr. Bloch’s data do not indicate that
the unionization rates for whites, minorities and blacks in
construction differ substantially. Second, Dr. Bloch’s data do
not indicate that blacks within specific construction occupations
are any less skilled than whites. I deal with the first problenm
here and deal with the second problem below.

A careful study of Dr. Bloch'’s data indicate that unionization
rates by race may not differ at all. 1In Dr. Bloch'’s report, he
states that across all construction occupations the percent of all
white workers who are unionized is 24.17 percent. The percent of
all minority construction workers who are unionized ijs 22.18
percent and the percent of all black construction workers who are
unionized is 20.51 percent.

No Test for Difference in 8ample Means. These rates are
derived from a sample of the U.S. construction work force derived
from the Current Population Survey. Because this is a sample of
construction workers rather than the population of construction
workers, the possibility exists that these three average

unionization rates found for these three groups are not
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statistically significantly different from each other. Dr. Bloch
does not report any test for the differences between these sample
means.

Biasea Bample. Perhaps more serious, the sample, itself, is
a biased sample of the construction labor force. The sample
includes workers in the construction industry from the Census
occupational categories 563 to 599, and occupational categories 866
and 869. These occupations exclude supervisors, which is
permissible. But Dr. Bloch also excludes various operating
engineer categories of heévy equipment operators such as crane
operators, grader and dozer operators.® These occupations are
very important in the construction of roads, tunﬁels, bridges, dams
and other activity associated with heavy and highway contractors.
These construction activities are disproportionately subject to
Prevailing wage laws because much heavy and highway work is done
under Davis-Bacon, and in states with prevailing wage laws almost
all heavy and highway work is subject to either state or federal
prevailing wage law. Also, operating engineer jobs are important
because these occupations are often unionized. There is no
rationale in Dr. Bloch’s report to justify the exclusion of heavy
and highway work in deference to building construction. It is a
segment of construction that directly relates to his focal

variables of unionization and Davis-Bacon wage rates simply because

* In the Census occupational codes these are listed ag subcategories of

material moving equipment operators. When the industry selected is construction,
the matching of these occupations with construction yields most of the workers
on road crews and those engaged in dirt moving at building sites.
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these occupations are in a relatively unionized sector of
construction and are usually subject to the Davis-Bacon Act and/or
state prevailing wage laws. Thus, Dr. Bloch’s demographic
breakdown of unionization rates comes from a sample, not a
population. He does not show that these sample means are
statistically significantly different. Furthermore, the sample
itself is seriously biased by excluding heavy and highway workers.

Three Types of Aggregation Bias. Sett;pg aside the problenms
of sample bias and statistical significance, Dr. Bloch’s figures
for the aggregate differences in unionization rates comparing white
to minority to black rates mask the fact that among laborers, the
unionization rates of both minorities and blacks are higher than
the unionization rate for whites. Dr. Bloch reports that white
laborer-helper union members account for 20.25 percent of all white
laborers and helpers; minority laborer-helper union members account
for 21.90 percent of all minority laborers and helpers; and black
laborer-helper union members account for 21.80 percent of all black
laborers and helpers.® These average unionization rates still may
not be statistically significantly different from each other. But
the key point is that by looking at the aggregate demographic
unionization rates, we would not know that in at least one
occupation, laborers and helpers, the unionization rates of whites

are not greater than the unionization rates of minorities and

® Dr. Bloch's deposition, Exhibit 3. This result does not include the bias
from excluding operating engineers and teamsters because laborers on heavy and
highway jobs are included in the laborer occupation. So this result is not from
a biased sample.

61



blacks.

In obtaining his unionization rates by race, Dr. Bloch employs
three aggregation techniques which make racial differences in
unionization rates potentially appear greater than they are.

1; Occupational aggregation Bias. First, we cannot conclude
from an aggregate difference in demographic unionization patterns
that the unionization rates of whites, minorities and blacks are
unequal in any one construction occupation, (say carpenters). Just
as the laborer unionization rate across racial groups turns out to
be equal, 80 might that of carpenters (or brickmasons or
Plumbers). Unionization rates also differ across crafts. Minority
participation rates differ across crafts. White and minority
unionization rates within crafts may be perfectly equal and yet the
joint effect of differing unionization rates and differing
minority participation rates across crafts will generate an unequal
aggregate comparison of white, minority and black unionization
rates. This compositional effect will give the illusion that white
and minority unionization rates differ when in fact they may not
within the specific occupations that individual craft unions
organize.

ii) Geographic Aggregation Bias. Compositional effects are
not limited to the dimension of occupation. Unionization rates can
differ across geographical regions. Historically, construction
unionization rates have been higher in the north than in the south
while minority participation rates in construction have been higher

in the south than in the north. One might infer from this cause
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(i.e. more unions) and effect (i.e. fewer blacks). However, that
conclusion would be cast into doubt if the unionization rates of
whites and minorities in the south were the same. Dr. Bloch does
not break down unionization rates by region so we do not know.%®

iii) annual Aggregation Bias. Compositional effects on the
demographic pattern of unionization rates can also occur over time.
Many construction trade unions have had a history of racial
exclusion, either formal or informal. The unionization rates of
black construction workers into the 1960s was very 1low.® The
increase in minority and black Participation in unions rose in a
rapid but unknown fashion in the 19705 and 1980s. In order to
increase his sample size for specific Metropolitan Statistical
Areas (MSAs), Dr. Bloch combines together data over a nine-year
period, 1986 to 1994. This is roughly the last third of the period
in which the union participation rates for minorities and blacks in
construction went from a very low number to around 20 to 22 percent
(using Dr. Bloch’s rates). White unionization rates are pPresumably
falling during this time period. We know that overall construction
unionizaticn rates are falling,” and if black and minority

construction unionization rates are rising, white unionization

® The reader should know that Dr. Bloch’s unionization rates are
proprietorial. They were derived in a complex fashion from the Current
Population Survey and could not be readily checked in the time period permitted
for researching and writing this report.

“ F. Ray Marshall and Vernon M. Briggs, Jr., The Negro and Apprentjiceship,
John Hopkins Press, Baltimore, 1967. Also, Ray Marshall, The Negro and Organjzed
Labor, John Wiley and Sons, New York, 1965.

Teresa Ghilarducci, Garth Magnum, Jeffrey Petersen and Peter Philips,
uilding Portable Pensions: The Central ion d t t Unj

of Operating Engineerg, Quorum Books, 1995,
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rates must be falling. Dr. Bloch has these data but does not tell
us.

If black and minority unionization rates are on the rise ang
vhite unionization rates are falling, averaging the last nine years
will not accurately reflect the current state of demographic
patterns within unions. It may be that Dr. Bloch’s most recent
data do not show a statistically significant difference between
the current white, minority and black unionization rates.

) Why are occupational, geographic and annual aggregation bias
important in this case? One of the two main arguments Dr. Bloch
presents is that unions are disproportionately white. Wwhen laws
promote unions they therefore directly promote white employment in
preference to minority and black employment. But occupational,
regional and time composition problems make it difficult to
conclude that specific construction craft unions are indeed
disproportionately white today. Dr. Bloch does not decompose his
datﬁ, 80 we do not know. We do know that in the one instance where
he diad occupationally decompose his data into laborers and other,
the laborer category did not show differing unionization rates by
race.

A Pusszle in the Case of Laborers. This is a puzzle for Dr.
Bloch’s statistical results. At the bottom of Tables Two and Four
of Dr. Bloch’s Report, he shows that higher unionization rates lead
to a lower relative proportion of minorities and blacks in laborer
and helper occupations. Presumably, this reflects a direct and an

indirect effect. First, according to his story, there are fewer
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minorities and blacks because laborer unions are disproportionately
wvhite. Second, indirectly, laborer unions discourage minority and
black employment by raising wage rates including Davis-Bacon wage
rates and union markups. All these higher wage rates (in Dr.
Bloch’s model) directly discourage minority and black employment by
inducing a switch in the mix of laborers and helpers towards the
more skilled and experienced among all laborers. This should
Supposedly mean white laborers and helpers (although the general
lack of skill and experience for black laborers relative to white
laborers is not demonstrated).

The puzzle is that the direct effect should not be occurring
at all. Because laborer unions are not disproportionately white,
unions do not chase out blacks. Setting aside the hypothesized
process where the union lowers black employment through higher
wages, there should be no direct union effect on minority and black
employment among laborers and helpers. 1If anything, it should be
the reverse--more union members should lead to higher minority and
black participation among laborers simply because laborer unions
are disproportionately minority.

One might explain this Puzzle by saying that the union
variable in this case is simply picking up the indirect effects of
higher wage rates. But if this were true then the union varjable
should have an equal or smaller effect on minority and black
Participation compared to the three wage variables in the lower
segment of Dr. Bloch’s Tables Two and Four with their direct

effects. However, in five of the six cases presented at the bottom
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of Dr. Bloch’s Tables Two and Four, the union variable has a larger
effect than the various direct linkages between wage measures and
minority and black laborer participation rates.

The anomalies found in the one case where Dr. Bloch decomposed
his data by occupation cast doubt on the overall interpretation Dr.
Bloch is giving all his statistical results. If the story is that
wvhen unionization rates for electrical workers rise, the
electrician work force becomes whiter simply because the
electrician union is disproportionately white compared to the
electrician work force, - this story has to be tested for
electricians. This, Dr. Bloch does only for one occupation,
laborers. We know in the case of laborers, the story does not work
because laborer unions are not disproportionately white. Yet, by
not telling us this in his Report, the story is made to look like
it works.

2. Dr. Bloch’s Second 8tory: Higher Wages Chase Out Unskilled
Blacks. Dr. Bloch has two stories. He also argues that the Davis-
Bacon Act has a skill effect. By raising wage rates, the Act
encourages unions which in their turn promote higher wage rates.
These higher wage rates induce a shift to a more skilled mix of
workers. Minorities and blacks are less skilled, and consequently,
skill-favoring technologies are adverse to the interest of
minorities and blacks. This is not an argument that minorities and
blacks are being discriminated against by contractors but rather
for reasons not fully developed by Dr. Bloch, minorities and blacks

in each occupation within construction are, on average, less
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skilled than whites.

There is no evidence in Dr. Bloch’s report supporting the
proposition that licensed minority electricians in (say) Utah are
any less skilled than licensed white electricians in Utah. Nor is .
there any evidence to show that black bricklayers in Alabama are
any less skilled than white bricklayers in Alabama. Indeed, the
only evidence in Dr. Bloch'’s report supporting the notion that
minority and black construction workers are in fact less skilled
than white construction workers is the fact that minorities and
blacks are relatively over-represented among laborers and helpers
and relatively under-represented among the skilled trades. bDr.
Bloch hypothesizes that as average construction wages (or the union
premium or the Davis-Bacon laborer wage) falls, contractors will
switch from hiring more electricians to more laborers, thus
switching from a relatively white group to a relatively minority or
black group of substitute labor.

Dr. Bloch finds little support for this hypothesis. In Table
Five, Dr. Bloch reports that in the case of unionization rates and
the union wage markup over nonunion wage rates, there is no
statistically significant relationship between union prevalence or
union premiums and the mix of crew skills as measured by the
percent laborers among all construction workers. In two other
tests, the average wage rate and the Davis-Bacon laborers rate are
statistically significantly related to crew mix but the effect is

small. As these wage rates go up, the percent unskilled laborers
among all construction workers goes down but pot by very much. The
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magnitude of the effects he finds are very small. A one dollar
increase in the average construction wage leads to less than one-
half of one Percentage point drop in the percent of all
constr?ction workers who are unskilled laborers.®

The next logical step in Dr. Bloch’s analysis would have been
to look at the Correlation between the percent laborers (his
Beasure for unskilled labor) and the percent minority or black in
construction. He does not take this step. The link between
shifting crew mix and the proportion of the labor force which js
minority or black remains entirely untested.

In short, Dr. Bloch tells a story with two parts: first, wage
rates rise inducing a shift to less skilled workers, and sécond, a
greater proportion of less skilled workers leads to more blacks and
minorities. He tests the first part of this story and finds the
link weak, but he then fails to test the second step at all even
though he has the data to do so.%*

© ohis result makes Dr. Bloch's calculation of minority job logses due to
higher wage rates unbelievable. Bloch Report pp. 11-12, Dr. Bloch does not make
his job loes calculation though the causal mechanisms of higher wages leading to
fewer unskilled workers and then fewer unskilled workers leading to fewer blacks
and minorities. Rather in his calculation of job losses, Dr. Bloch avoids his
Causal story and jumps directly to a correlation between wage rates and relative
unemployment rates. This Secondary correlation may be picking up all sorts of
influences that Dr. Bloch is unaware of and does not control for. This is not
proper, particularly when his tested link between wage rates and the percent
unskilled is so weak.

“ Dirty Data? Dr. Bloch has an explanation for hig poor statistical
results. Dr. Bloch argues that the weakness of his results in Table Pive are due
to the roughness of his data. He argues that his detailed Occupational data are
inaccurate:

Occupational data are based on respondent answers, and often two or more
occupations would be an apt response. Thus, some laborers working with
brickmasons might report themselves ag brickmasons rather than laborers.
Given that detailed Occupational characteristics are likely subject to
much more error than those for broad Occupation or race, it may be
relatively difficult to achieve statistical significance {(with detailed



Nage Rates Change Skill Mixes Within Specific Construction
Occupations.

Dr. Bloch cannot find a clear relationship between either
unionization or measures of higher wages, and the percent laborers
among all construction workers. He does find a clear connection
betwveen wage rates and skills. 1In Table One, Dr. Bloch shows that
there is a strong relationsgip between all three variables-- the
union wmarkup, the Davis-Bacon laborer rate, and the mean
construction wage--and his measure of the unionization rate.

The literature is clear that union workers are more skilled.

Steven G. Allen (whom Dr. Bloch cites) estimates that union
workers are anywhere from 17 percent to 52 pPercent more productive
compared to nonunion workers.® This helps explain why labor costs

as a percent of total costs do not vary widely across regions even

occupational breakdowns such as laborer}). Bloch Report p. 13

Dr. Bloch may or may not be right in this speculation. But if he is right, the
pProblem is more serious than he states because it would also infect his dependent
variable (various measures of relative minority and blaeck employment). Similar
to the occupational data, respondent self-classification of race within the
current population survey is also subject to multiple and conflicting responses.
The problem of mixed racial ancestry is sufficiently large that in the upcoming
census, the Bureau of the Census is considering adding a new category of mixed
racial ancestry. (USA Today, January 2, 1996) 1If this uncertainty of response
is a real problem, all of Dr. Bloch's results fall into question simply because
the measure of what You are trying to explain (the dependent variable) must be
accurate for your explanations to mean anything.

If you do not know what you are measuring in the dependent variable, then you do
not know what you are explaining. Most of the causal linkages in Dr. Bloch’s
story run through Table 5, where he lookS for a link between changing wage rates,
on the one hand, and changing skill composition on the other hand. Because his
results in Table 5§ are so weak, and because he never takes the second step, of
testing the relationship between skill mix and the demographic mix of the
construction work force, his overall hypothesized explanation must be rejected.

= Allen, Steven G. "Unionized Construction Workers Are More Productive,”
Quarterly Journal of Economics, 1984, v99(2), 251-274.
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though wage rates do.% This is evidence from the secondary
literature that when wage rates rise, skilled labor in specific
occupations is substituted for less-skilled among that occupation
and, in particular, more skilled union labor is substituted for
less skilled nonunion labor. But this happens more within
occupations than between crafts and laborers. So the key question
is when higher wage rates within an occupation induce the selection
of skilled union workers, are the unionization rates of blacks and
vhites within that union the same? Dr. Bloch has shown that they
are at least similar and decomposing his data by occupation, region
and year may well show that the unionizatign rates are in fact the
same.
Are Blacks and Minorities Less Skilled in Specific Occupations?

While Dr. Thieblot and Dr. Bloch do not offer any direct
evidence that blacks and minorities are systematically less skilled
construction workers compared to whites, they do tell a story of
higher wages discouraging the employment of younger and less
exl:;erienced construction workers who may be disproportionately
black. I tested to see if blacks are younger and less experienced
construction workers.

Overall in the construction labor force, black and white
workers have essentially the same average age, 37.5 years for
whites and 37.7 years for blacks. 1In states without prevailing

wage laws the average age is 37.5 for whites and 37.7 for

“ see for example school construction by region in U.S. Department of

Labor, Monthly Labor Review, April 1979 p. 41
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blacks. 1In states with prevailing wage laws the average age is
37.5 for whites and 37.7 for blacks.® Thus, on the face of it, a
story about the absence of prevailing wage laws encouraging the
participation of a higher proportion of younger and therefore less
experienced black workers is unsupportgd.

In contrast to age, there are distinct differences in the
educational attainment of blacks compared to whites in
construction.® oOverall in construction, the average educational
attainment for whites was 9.9 while that of blacks was 9.0. This
is a statistically significant difference in means. In the states
without prevailing wage laws, the mean difference was wider with
white educational attainment at 9.8 and black educational
attainment at 8.6. In the prevailing wage law states the
educational attainment of black construction workers was much
closer to that of whites, black equalling 9.5 and white equalling
10.0. All these differences are statistically significantly
different within each pairing. Assuming formal schooling
contributes to or correlates with construction skills, this result
seems to support the notion that the absence of prevailing wage
laws allows for the entrance into construction work of less skilled
black workers.

However, when one eliminates the eight Southern states and

® These data are based on the 1990 U.S. Census of Population Public Use
Microdata S% Sample.

« Using the Census coding does not generate precise years of schooling as

early years are grouped together so that the number I report should be seen as
an index of schooling. Thus, a better terminology than years of schooling might
be index of educational attainment.
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again looks at the states without prevailing wage laws, the picture
changes. Statistically, the educational attainment of blacks and
whites is the same. The black attainment is 10.12 and the white
attainment is 10.15. In these ten no-law states, there is no
tendency for the absence of a Prevailing wage law to allow for the
entrance of significantly less-well educated group of black
construction workers. The southern construction labor market may
employ a higher proportion of unskilled blacks, but labor markets
free from prevailing wvage laws do not.

Rrev&iling Wage Laws Raise the Incomes of Blacks and Minorities.

According to Dr. Thieblot'’s data, roughly half of all black
construction workers reside in states with state Prevailing wage
laws. Whatever negative employment effect prevailing wage laws may
bave on minorities and blacks must be viewed in the light of higher
incomes for those who remain employed.

The 1990 Census of Population Public Use Microdata 5% Sample
may be used to explore these potential income effects of prevailing
wage laws. I restrict the sample to individuals in the
construction industry, using the same group looked at by Dr. Bloch
with the addition of supervisors and operating engineers. The
individuals had to report a wage or salary income of greater than
$1 in 1989. 1In Tables 4.4 to 4.7, I report 16 earnings regressions
of various specifications focusing on the relationship between

state prevailing wage laws and income given a variety of control
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variables which include reported control variables (sex, age,
educational attainment, type of firm) and unreported control
variables (region, occupation, annual hours worked) .

In Table 4.4, models one through four are reported. The ~
dependent variable is the log of annual wage and saldry income for
each individual in the sample. Models one and two report for non-
whites relative to whites, while models three and four report for
blacks relative to whites.® ]

Our focus is on the separate effect of prevailing wage laws on
the incomes of construction workers in general and black and
minority workers in particular. In models one and three, no
distinction between weak, average and strong state prevailing wage
laws is made. In these models, two variables are introduced. The
first, "P.wW. Law" simply measures whether the construction worker
is in a state with a Prevailing wage law, while a second "P.W. Law"
variable is reported below "Non-White in:". fThis second P.W. Law
variable marks whether the construction worker is a non-white (or
in model three a black) in a state with a pPrevailing wage law. The
regression result indicates that controlling for the aforementioned
factors (including regional differences in construction incomes),
all construction workers in Prevailing wage law states receive 10
to 12 percent higher annual earnings. Non-whites (which includes
blacks) and blacks (which excludes Asians and American Indians) in

Prevailing wage law states receive an additional 8 to 9 percent

® My measure of non-white differs from Dr. Bloch's concept of minority

in that he includes in minority hispanice who may be of any race.
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higher incomes compared to the same group in a non "P.W. Law"
state. In this formulation, nonwhite and black construction
workers benefit more from prevailing wage laws than do whites.

W@en Prevailing wage laws are decomposed into repeal states,
weak laws, average laws and strong laws following Dr. Thieblot'’s
method, the increase that all construction workers receive from
being in a prevailing wage law state is primarily associated with
strong law states although the increase that non-whites and blacks
receive from being in a pPrevailing wage law state is spread across
all states which have a prevailing wage law.

In Table 4.5, the same regression models are run without
controls for occupational attainment. When one does not know the
occupation of these workers, the model gives greater weight to the
role of age (as a proxy for experience) and schooling (as a proxy
for skill). Presumably experience and skill are two determinants
of occupational attainment. This gives some confidence that these
proxy variables are picking up the experience and skill variations
that they are intended to capture.

The markers (dummy variables) for nonwhite (and black) become
more negative indicating that the difference in earnings of
minorities and blacks in construction is partly due to differential
occupational attainment (such as blacks being over-represented
among laborers). If one believed that the age and schooling
variables perfectly captured differences in construction experience
and schooling, then the negative rise in the minority dummy

variable coefficients would suggest that there is some other factor
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that provides some explanation for the difference in earnings,
£.9., occupational discrimination within construction generally.
Because the skill varjables are imperfect, it is possible the dummy
variable is Picking up differential skills by race. Eliminating
occupational controls does not alter the overall pattern of
Prevailing wage law impacts both in the aggregate or in their
decomposed form distinguishing various strengths of these state
lavws.

Notice the stark changes in the nonwhite dummy variables in
Tables 4.6 and 4.7 when the eight Southern states Virginia, North
Carolina, South Carolina, Georgia, Florida, Alabama, Mississippi
and Louisiana are removed from the analysis. For these forty-two
states in models which control for occupational attainment, there
is no difference in the earnings of non-whites and blacks compared
to white construction workers. Whatever earnings discount
nonwhites and blacks experience in the construction industry
(controlling for occupational attainment, skills and experience) is
concentrated in the eight excluded Southern states.

Construction workers in the 32 states with Prevailing wage
laws receive an earnings premium of around 11 percent compared to
the remaining 10 non-prevailing wage law states in the sample.
This is roughly the same effect as when the southern states were
included. when the state laws are decomposed, the earnings premium
in the strong-law states is highest but the other two legal regimes
8till garner 10 percent earnings premiums (again, controlling for

among other things, annual hours worked) . The markers for
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nonvhites and blacks in these four models are generally
statistically insignificant. (The one exception is non-whites in
the model which aggregates legal regimes.) On the whole, this
suggests that minorities and blacks experience the same earnings
preniums as white construction workers in prevailing wage law
states (controlling for occupational attainment).

When the controls for occupational attainment are dropped in
Table 4.7, a small to moderate earnings discount for non-whites and
blacks emerges. This suggests that the occupational attainment of
non-whites and blacks in these non-southern states is somewhat
unfavorable compared to whites. By implication, comparing these
results to Table 4.5 suggests that the occupational attainment of
non-whites and blacks in the eight southern states is markedly
unfavorable compared to whites. It is not easy to attribute this
unfavorable occupational attainment for non-whites and blacks in
the South to the absence of prevailing wage laws allowing the
entrance of unskilled workers simply because it is not a pattern
found when considering the remaining ten states without prevailing
wage laws.

Regression Sumnmary. These regression models suggest that
prevailing wage laws do raise wage rates. This confirms a key
unexplored element in Dr. Thieblot’s and Dr. Bloch’s analysis.
Setting aside whether or not Dr. Thieblot and Dr. Bloch succeed in
showing that prevailing wage laws discourage minority and black
employment, these regression models suggest that non-white and

black construction workers in prevailing wage law states enjoy a
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roughly 10 percent premium in their earnings associated with the
influence of prevailing wage laws on the construction labor market
in those states. Non-whites and blacks in the strong-law states
along with their white counterparts enjoy a twenty percent earnings
premiui. Dr. Thieblot’s data indicate that roughly one-quarter of
all black construction workers reside in these strong-law states.
Thus, it is reasonable to conclude that in evaluating the favorable
and ;dverse effects of prevailing wage laws on the economic
interests of non-whites and blacks as groups, whatever negative
employment effect may exist must be balanced against these positive
earnings effects.

Conclusion.

Dr. Thieblot’s correlation between legal regimes and
demographic patterns of employment is an artifact which disappears
when eight Southern states are removed from the set of 18 states
without prevailing wage laws. bDr. Thieblot has found out something
about the southern construction labor market, not prevailing wage
laws. Neither Dr. Thieblot nor Dr. Bloch demonstrate that within
occupations nonwhites or blacks are less skilled than their white
Counterparts. Both Dr. Thieblot and Dr. Bloch demonstrate there is
little substitution between construction laborers and other skilled
construction trades. Thus, they must show that higher wages among
(say) electricians lead to the use of more white electricians
relative to non-whites and blacks. They do not show this.
Evidence I present on age shows that black and white construction

workers are the same age across legal regimes. Thus, the story
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that prevailing wage laws exclude the young and inexperienced is
not supported with age data. Evidence that I present on schooling
differences shows that blacks in construction have lower
educational attainment than whites and that this educational gap is
greatest for states without Prevailing wage laws. But this
educational gap only holds for the eight Southern states and the
gap between black and white education disappeafs entirely in the 10
non-southern no-law states. Thus, it is difficult to argue that
Prevailing wage laws close the door to the less skilled and the
absence of those laws opens the door up. Taken together or
separately, Dr. Thieblot and Dr. Bloch fail to show that prevailing
wage laws limit the employment opportunities .of minorities and
blacks in construction. I

All this being said, Dr. Thieblot and Dr. Bloch have looked at
only half the story. The question posed is -- Are prevailing wage
laws adverse to the economic interest of minorities, non-whites and
blacks? We all agree that prevailing wage laws maintain higher
wage rates in construction. Do non-whites and blacks benefit from
these higher wages? Earnings regressions applied to U.S. Census
data suggest the answer is Yes. The range of benefit is from a 10
percent to a 20 percent increase for slightly over half of all
blacks because that is the percentage of all black construction
workers living in prevailing wage law states.

The evidence that prevailing wage laws deprive minorities and
blacks of jobs is weak and the evidence that it raises the incomes

of many minority and black construction workers is strong.
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Table 4.4: Dependent Variable-Log of Annual Income
(includes Occupational Controls; Includes All States)

With Occupational Controls
Non-White | Non-White | Black Black

(1) (2) (3)

Non-white or Black
Female -38%
Age 58% 58% 58% 59%
Schooling 29% 29% 32% 32%
Self-Employed 9% 9% 10% 10%
Govt-Employed 10% 10% 11% 11%
Private-Profit-Employed 19% 19% 21% 21%

P.W. Law 10% 12%

Repeal State -1% -1%
Weak State 2% 3%
Avg State 3% 4% |
Strong State 16% 18%
Non-White in:

P.W. Law 8% 9%

Repeal State 2% n.s.
Weak State 10% 7%
Avg State 9% 10%
Strong State 9% 9%
R2 0.62 0.62 0.62 0.62
Observations 380691 380691 355918 355918

_—

Control variables not reported include: annual hours of work,
detailed occupation of individual and region of country. "n.s."
indicates not significant at the .01 level.
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Table 4.5: Dependent Variable-Log of Annual Income
(Occupational Controls Removed; Includes All States)

Without Occupational Controls

l Non-White | Non-White | Black Black
(5) (6) (7)

Non-white or Black

Female =-26% -26% =-27% =-27%
[&ge 64% 64% 65% 65%

Schooling 37% 37% 41% 41%
| se1f-Empioyea 12% 12% 13% 13%
lGovt-Employed 12% 12% 12% 13%
IPrivate-Profit-Employed 19% 19% 20% 20%
I P.W. Law 10% 12%

Repeal State n.s. n.s.

Weak State 3% 4%

Avg State 3% 4%

Strong State 17% 18%

Non-White in:

P.W. Law 10% 11%

Repeal State 2% n.s.

Weak State 11% 7%

Avg State 11% 11%

Strong State 10% 10%

R2 0.60 0.61 0.60 0.60

Observations 380691 380691 355918 355919

Control variables not reported include:
indicates no

region of country.
level.

"n.s."
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Table 4.6: Dependent Variable-Log of Annual Income

(Includes Occupational Controls;

Excludes Eight Southern States

Excludes 8 Southern States)

With Occupational Controls

Non-White | Non-White | Black Black
(9) (10) 1y Jaz |
Non-white or Black =1% |n.s. -7% | n.s. 441
Female -38% =39% =39% -39§ﬁ1
60% 60% 60% 60%4]
Schooling 29% 29% 32% 32%
Self-Employed 7% 7% 8% 8%
Lcovf-mployed 10% 10% 10% 11%
! Private-Profit-Employed 20% 20% 21% ZILLI
P.W. Law 11% 12%
Repeal State 7% 6%
Weak State 9% 8%
Avg State 9% 9%
Strong State 22% 22%
Non-White in:
P.W. Law -5% n.s I
Repeal State n.s. n.s.
Weak State n.s. n.s.
Avg State n.s. n.s.
Strong State n.s. n.s.
R2 62% 62% 62% 62%
Observations 302973 302973 279962 ==::Ziiij

Control variables not reported include:
detailed occupation of individual and reg
significant at the .01 level.

indicates not
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Table 4.7: Dependent Variable-Log of Annual Income

(Occupational cControls Removed;

States)

Excludes Eight Southern

Excludes Eight Southern States i

Without Occupational Controls

Non-White

Non-White

Black

Black l

Non-white or Black

(13)

(14)

(15)

Female -28% -28% -28% -29% I
Age 66% 663 67% 67% l
lSchooling 37% 37% 41% 41% l
Self-Employed 10% 10% 11% 10% ﬂ
Govt-Employed 10% 11% 11% 11% l
Private-Profit-Employed 19% 20% 21% 21% I
t;.w. Law 11% 12% u
Repeal State -28% 7;]
Weak State 10% 9%“
Avg State 10% 9%
Strong State 23% 23%

Non-White in:
P.W. Law -5% n.s
Repeal State n.s. H
Weak State n.s. n.s. ﬂ
Avg State n.s. n.s.
Strong State n.s. n.s.

i n.s.
R2 61% 61% 61% 61%

302973 302973 279862 279962

IObservations

Control variables not reported include:

%
annual hours of work

and region of country. "n.s." indicates not significant at the

.01 level.
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Section 5: Prevailing Wage Laws and Access to the Skilled Trades

A Decline in Training and Black Apprentices.

Overviev. Craft wunions and union contractors in the
construction industry bear most of the burden of training skilled
construction workers. This is done through joint apprenticeship
programs into which a group of employers pool their apprentices.
This ensures that the apprenticeship programs are relatively large.
This is important because affirmative action regulations do not
cover apprenticeship programs with fewer than § apprentices. 1In
the 1970s, when affirmative action regulations were altering the
demographic composition of the construction apprenticeship systen,
the average size of a nonunion apprenticeship program was less than
three apprentices. This is because in the non-union sector,
single-employer apprenticeship programs are common and single
employers often have only one or two apprentices. The average size
of a union-union contractors program was 32 apprentices.” 1In
states that repealed their prevailing wage laws after 1979,
apprenticeship training fell off by 40 percent. Black
apprenticeship training fell even further because union
apprenticeship programs fell even further. As merit shop (i.e.
nonunion) apprenticeship programs became relatively more important,
minority access to skilled training in construction fell.

Training. The U.S. Department of Labor, Bureau of

Apprenticeship Training, monitors registered apprenticeship

® U.S. Bureau of Apprenticeship Training, internal memo, 1979.



programs — union and non-union — in the construction industry.
Data are available for 1975-78 and 1987-90. Not all states have
reported to the Bureau of Apprenticeship Training for all years
during these periods. Nonetheless, 29 states did report registered
construction apprentices for every one of those years. The states
included 6 states that eventually repealed their prevailing wage
laws, 4 states that never had prevailing wage laws, and 19 states
that retained a state prevéiling wage law throughout the period.
These 29 states can be divided into the categories "repeal,"
"never-had," and "retained-law," for comparison (Figures 5.1 and
5.2). No state had repealed its prevailing wage law by 1978. By the
end of the first quarter of 1987, all nine repeal states had passed
their repeals except Louisiana which repealed in 1988. The data for
1587 are for the summer of 1987, after Kansas had repealed in that
year.”

In the "before" period, states that had prevailing wage laws,
those thﬁt retained such a law, and those that had not yet repealed
theirs, typically trained a higher percentage of registered
apprentices than the states that never had a prevailing wage law.
See Table 5.3. For unknown reasons, the year 1976 is an exception
to this pattern. During this pre-repeal period, the states that
would eventually repeal their laws had as high or higher training

rates compared with the states that kept their laws throughout the

N Figures 5.1 and 5.2 include all states for which any data are

available, except California, Delaware, the District of Columbia, Hawaii, and
Rhode Island - for which there are no Bureau of Apprenticeship Training data for
the second period. We exclude these states and the District of Columbia (for the
same reason).
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period. By 1987, training rates had fallen for all states, but they
had fallen least in states that had retained their prevailing wage
laws. By 1989, the states that had repealed their prevailing wage
lawvs had training rates as low as the states that never had
prevailing wage laws. This is clear evidence that repealing state
prevailing wage laws lowers formal apprenticeship training.

A simple analysis can help isolate the effect on training of
repealing state prevailing wage laws from a general downward trend
in construction apprenticeship training. Apprenticeship training
rates for states that repeal their Prevailing wage laws in the late
19708 and 1980s are presented as a percentage of the training rates
of states that retained their prevailing wage laws (Table 5.3, col.
2) . Throughout the 1970s, before repeals, the repeal states had
training rates that were at or above the average training rates for
states that had and would keep their prevailing wage laws. After
the repeals in the late 1980s, the repeal states had training rates
that fell to as little as 63 percent of the training rates of
stétes that kept their prevailing wage laws. By 1990, the repeal
states had relative training rates that were as low as the states
that never had prevailing wage laws. Thus, while training in
construction has been falling for all states, the fall for repeal
states has been the most precipitous and - setting time trends
aside - the repeal states matched the training rates of the

retaining states prior to repeal and fell to the rates of states
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never having had prevailing wage laws after the repeal.™

In regression analysis of these training data, the negative
effect of state repeals on apprenticeship training persist even
wvhen controlling for time trends in training, the unemployment
rate, and regional differences in apprenticeship training.?

Thus, looking at training rates from a variety of measures and
methods of analysis, it is clear that state repeals of prevailing
wvage laws have significantly lowered formal, organized, and quality
training of construction workers. The effect is to lower training
rates by about 40 percent.

Blacks. When apprenticeship training falls as a result of
repeals of state prevailing wage laws, minority participation in
apprenticeship programs falls even farther (see Figure 5.4).
Minorities comprise almost 20 percent of all construction
apprentices in the repeal states in the years before repeal of
state prevailing wage laws. In the same states, after repeal of
their ©prevailing wage laws, minority participation in
apprenticeship programs falls to just under 13 percent of all
apprentices. While construction apprenticeship training is falling
in these states by around 40 percent, the share of minorities in
this downsized training also falls by about 36 percent. One reason

for the decline in minority training is the decline in union

% we do not know what accounts for the unusually high training rate for
*never-had” states in 1976. This anomaly disappears when average training ratee
by decades are compared.

D  peter Philips, Garth Mangum, Norm Waitzman and Anne Yeagle, Lesing
Ground, Lessone from the Repeal of Nine Little Davis-Bacon Acts, working paper,
®Rconomics Department, University of Utah, 1995.
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training.

In Figure 5.4, the share of minorities in apprenticeship
training appears the same for states that retain their prevailing
wage laws and states that never had such laws, but this is an
illusion. Many of the states that have never adopted prevailing
wage laws are in the South where there is a high percentage of
minorities in the overall state population. I account for that
factor with the ratio of the minority percentage in construction
apprenticeship programs, divided by the minority percentage in the
state population. This ratio is 100 percent if the two percentages
are egqual. I call this the "minority reflection percentage"
because it measures whether minorities in apprenticeships reflect
minorities in the state population.™

In the repeal states before repeal, the minority reflection
percentage was 107 percent (Figure 5.5), which means that the
construction apprenticeship programs slightly over-represented
minorities. After repeal, minority representation in
apprenticeships fell to 85 percent of minority representation in
the state population. See Figure 5.5. In the states that retained
their prevailing wage laws throughout the period under review,
minority representation in apprenticeships just about mirrored
minority representation in the state population (a ratio of 102
percent). But, in states that never had prevailing wage laws,
minority representation rates averaged 83 percent throughout the

period. Thus, both repealing states prior to repeal and

¥ This reflection ratio is similar to Dr. Thieblot’'s sector ratios.
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"retaining" states throughout the period had minority participation
in construction apprenticeships that mirrored the state population.
In contrast, both repealing states after the repeal and states
vhich never had prevailing wage laws had substantially under- -
represented minority participation in construction apprenticeships.
Conclusion.

We can say that since the 1970s unions and union contractors
have been doing a better job training skilled minority workers. We
can say that the repeal of prevailiﬁg wage laws hurts
apprenticeship training. Because union apprenticeship programs are
hit hardest by state repeals, minority apprentices suffer most.
While Davis-Bacon was not designed as an act to promote minority
employment in skilled construction work, the annulment of Davis-
Bacon would be detrimental to the interest of young minority

workers seeking skilled employment in construction.
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Figure 5.1 Apprenticeship training rates, by state groups, before and after repeals
Source: US. Department of Labor, Bureaus of Labor Statistics and Apprenticeship Training.
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Figure 5,2 Apprenticeship training rates, by state
Source: US. Department of Labor Bureaus of Labor Statistics and Apprenticeship Training.
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Table £3 Training rates in repeal and never-had states as a percentage of training rates in states which retained their
vage laws

oo

Repeal States
States Never
Having Had
Law
(1) (2) (3)
1975 106% 85%
1976 112% 109%
1977 100% 86%
1978 97% 81%
1987 87% 74%
1988 68% 52%
1989 70% 70%
1990 63% 60%
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Figure 54 Minorities as a percentage of all construction apprentices by state groups
Source: U.S. Department of Labor Bureaus of Labor Statistics and Apprenticeship Training.
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Figure £5 Ratio of the percentage of minorities in construction divided by the percentage of
minorities in the state population, by state groups
Source: U.S. Department of Labor, BAT and BLS.

96



