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Time for Action on Prevailing Wage Law 
 
In June the Pennsylvania Supreme Court ruled that a small Westmoreland County 
borough must pay workers the prevailing wage for a street repaving project that required 
the use of a milling machine.  The judgment that the milling, or removing of existing 
asphalt to install new, constitutes construction rather than maintenance, while setting an 
important precedent, is not the fundamental issue here.  The real issue is the 
Commonwealth�s market interfering law mandating that public construction projects pay 
workers the prevailing wage.     
 
This ruling is having widespread effects as municipalities across Pennsylvania are now 
scrambling to deal with the resulting higher costs of repairing roads.  By being forced to 
pay the prevailing wage, private contractors must pass the cost on to the municipalities�
which of course means bigger bills for taxpayers.  If municipalities don�t raise taxes, they 
are forced to spend more on roads and will have less money for other needed projects.   
 
What are prevailing wages?  Prevailing wages are set by the State Department of Labor 
and Industry to be at or near union-scale level for each occupation in every county in 
Pennsylvania�as directed by the Prevailing Wage Act of 1961.  The Act requires 
prevailing wages to be paid on any publicly funded construction project with a value of 
$25,000 or more.  Maintenance work falls outside the purview of the Act but 
reconstruction does not.  Thus, the Supreme Court�s ruling that milling of roadways 
constitutes reconstruction rather than maintenance is extremely important.   
 
Estimates place prevailing union wages anywhere from 10 to 30 percent higher than 
private sector wages, adding considerable costs to a project.  But the Act doesn�t just 
mandate a higher wage; it also mandates the level of fringe benefits that must be paid.  
Fringe payments for union workers are programs often paid from trusts set up by the 
union and funded from dues payments. They are not subject to payroll taxation.  
However, for a non-union firm the absence of such  programs means that fringes must be 
paid directly to the employee as a supplement to the hourly wage and thus subject to 
payroll taxes.  Therefore a non-union firm not only has to pay a higher wage, but also the 
cash value of fringe benefits and pay more in payroll taxes.  As a result, many firms forgo 
bidding on municipal projects such as road maintenance if they are unable to pass most of 
these costs on to the taxpayers. 
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The original intent of prevailing wage laws was to protect local laborers from cheap 
migrant labor.  But today the prevailing wage law simply shields union workers from 
having to compete with other qualified workers from the community and state.  Only 
municipalities that have relied on non-union private contractors to keep costs down are 
affected by the ruling. Those with a public works department, who do the work in-house, 
would not be.  Will the decision result in more municipalities adding a public works 
department?  It is likely that paying the prevailing wage, and all its associated costs, will 
still be more desirable than having to pay the legacy costs of pensions and benefits from 
adding more workers to the municipal payroll, especially for smaller municipalities for 
whom the necessary capital outlays would be prohibitive.  
 
Is it reasonable to expect that the Supreme Court ruling, which will place even more 
pressure on municipal budgets, will spur action in Harrisburg?  According to a director of 
the Pennsylvania League of Cities and Municipalities, lobbying efforts merely to change 
the law by raising the threshold above $25,000 have failed.  It could be argued that  
before the ruling most municipalities were able to avoid complying with the prevailing 
wage law by calling asphalt milling maintenance instead of reconstruction and therefore 
they had little interest in actively working to get the law changed.   
 
But now as municipalities face the reality of raising taxes or foregoing other projects to 
comply with the Pennsylvania�s prevailing wage law, they might see the law for what it 
is�a prime example of how burdensome regulations are hurting the Commonwealth.  By 
kowtowing to a powerful interest group, specifically labor unions, legislators have shown 
disregard for the well being of citizens and taxpayers in Pennsylvania.  One would hope 
the State Supreme Court ruling will unite municipalities to put pressure on lawmakers in 
Harrisburg to eliminate this onerous and damaging law. However, if history is any guide, 
municipal officials will back away from any efforts that challenge union strength. Instead 
they will take the easier road, raise taxes and blame Harrisburg rather than work for 
change that could provide taxpayers some relief. 
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