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Procurement - Prevailing Wage Law - School Construction

This bill expands the application of Maryland’s prevailing wage law by providing that
prevailing wage law requirements apply to the construction of an elementary or secondary
school if 25% or more of the project is funded by the State. Under current law, prevailing
wage law requirements apply to an elementary or secondary school if 75% or more of the
project is funded by the State.

Fiscal Summary

State Effect: State general fund expenditures could increase by $4.92 to $14.76 million in
FY 1997. Future year expenditures increases are indeterminate, but are assumed to be
similar. Revenues would not be affected.

Local Effect: Local expenditures could increase to the extent that additional school
construction projects fall within the requirements of the State’s prevailing wage law.

Fiscal Analysis

State Expenditures: In 1995, the Department of Fiscal Services (DFS) conducted research
on the fiscal implications of prevailing wage laws. Based on this research, DFS estimates
that prevailing wage law requirements increase the costs of construction on affected
contracts by 5% to 15%.

The State’s proposed capital program for fiscal 1997 includes $133 million to fund
elementary and secondary schools. The State’s share of any given construction project varies
from 50% to 80%. Under current law, a school construction project is not subject to the
prevailing wage law unless 75% or more of the project is funded by the State. In addition,
the law does not apply to land, design, equipment, and projects below $500,000. It is
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estimated that the State’s prevailing wage law applies to about $10 million of the proposed
fiscal 1997 capital program for school construction.

This bill would expand the prevailing wage law to include an additional $98.4 million in
school construction costs. This figure is based on the assumption that 20% of the proposed
capital program for school construction is related to land, design, and equipment.

Based on DFS’s study, this bill would increase State general fund expenditures by $4.92 to
$14.76 million in fiscal 1997. This estimate is based on the assumptions that (1) the State
would provide additional funding for school projects if the total cost of construction
increased; and (2) all affected contracts would be awarded after October 1, 1996, the
effective date of this bill.

Any increased activity for the Prevailing Wage Unit within the Department of Labor,
Licensing, and Regulation can be handled with existing resources.

Local Expenditures: Expenditures for the counties and the City of Baltimore could increase
to the extent that additional school construction projects fall within the requirements of the
prevailing wage law. Based on the proposed fiscal 1997 capital program, 18 counties and the
City of Baltimore would be affected. However, the impact on any given county would
depend on the local government’s costs for any affected contracts, which is not readily
available at this time.

Information Source(s): Department of Labor, Licensing, and Regulation (Division of
Labor and Industry); Department of General Services; Washington and Worcester counties;
Department of Fiscal Services
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