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Chairman Miller, Chairman Keller and members of the House Labor and lndustry 

Committee. My name is James T. Kunz Jr. I am the Business Manager of the 

International Union of Operating Engineers Local 66 representing approximately 

7,000 men and women, in the 33 western counties of Pennsylvania, who work in 

the construction, pipeline, utility and the heavy equipment service industries here 

in Pennsylvania. These men and women are tax paying, voting Pennsylvania 

residents who work hard every day constructing this state's infrastructure and 

other economic development projects. They are an integral part of Pennsylvania's 

economic engine. 1 am here to speak today in opposition to House Bill 1271 and 

other attempts to eliminate or dilute Pennsylvania's Prevailing Wage Act. 

It appears that the intent of House Bill 1271 is to  dilute the states prevailing wage 

law by reversing the Pennsylvania Supreme Court's 2008 Youngwood Borough 

decision. This legislation would redefine the meaning of "maintenance work" by 

including the details of an expanded version of the PennDOT - Department of 

Labor and lndustry Memorandum of Understanding, used by Youngwood Borough 

in their defense, into the act. I refer to this as an expanded version because the 

original unsigned version that dates back to the 1970's did not refer to the milling 

of roadways. Attempts to consider milling as maintenance in order to avoid the 

payment of prevailing wages started in the last 8 years under the Rendell 

administration. 

We could probably spend all day arguing over the definition of "maintenance" 

"demolition" and "construction", but clearly tearing a road down by milling it and 

then rebuilding it by paving it is not maintenance. Comparing the process to 

scraping loose paint off of a wall before it is repainted is more than a stretch. This 

is more like demolishing all of the building we are in now except for the 



foundation and rebuilding it just like it is. I do not think any of Pennsylvania's 

taxpayers would consider that maintenance. 

But let's get to the heart of the issue, which is an attempt to reduce the wages 

and benefits of many hardworking Pennsylvanian's, both union and non-union, 

because many public bodies are facing budget concerns. There has been a lot of 

public testimony over the last 6 months on both sides of the prevailing wage 

issue. Those who support eliminating or amending the act  have claimed that the 

wages are inflated and are based on a minority of workers in the industry. They 

also claim that these wages increase the cost of the project to the taxpayer, 

negatively impact the economic health of Pennsylvania, and many public bodies 

need these cuts in order balance their budgets. Let's look a t  each of these claims. 

First, prevailing wages are not union inflated wages. They are simply the 

prevailing wage paid in a county for a particular type of work as determined by 

the Pennsylvania Department of Labor & Industry. They are not the lowest wage, 

or the highest wage, they are the prevailing wage. As House Bill 1271 deals with 

road milling, paving and other road infrastructure construction, it would be the 

state Heavy Highway rates. These are the prevailing wage rates paid in that 

specific sector which primarily includes road and bridge construction, street 

milling and paving, sewer and water line work, tunnels, railroad construction, 

locks and dams, and mid to large size earth and rock excavation. It does not 

include home remodeling, home building, commercial building construction, 

power plant construction, manufacturing construction, school buildings, hospitals, 

sewage disposal plants, water treatment plants, etc. In fact it is the inclusion of 

residential construction such as home building and remodeling, driveway paving, 

and small commercial construction that allows groups like the ABC to claim that 

70% of the construction industry does not belong to a collective bargaining unit or 

union. Most of the contractors in these sectors do not bid on public sector work. 

In the 33 counties of Pennsylvania in which I represent Operating Engineers, 75% 

to 80% of al l  bridge work is done union, as is 65% of public sector paving work. 



73% of al l  PennDot work in 2010 in the 33 counties was done by a union 

contractor and overall 60% to 69% of public sector heavy highway construction 

was performed union. Therefore, it makes sense that the union wage was the 

prevailing wage, it was paid on more jobs than any other wage. 

Second, many claim that prevailing wages increase the cost of a project by up to 

30%. In fact, last week the Associated Builders and Contractors used a flawed 

analysis of union wages and fringe benefits to suggest that prevailing wages cost 

40% more. Again, looking a t  the heavy highway industry that House Bill 1271 

deals with, most work is seasonal. Most heavy highway construction workers are 

laid-off from November through March or April, union and non-union alike. The 

first six months of this year were very wet and much of this work did not start 

until late May. Most of my members who work in the Heavy Highway Industry 

make about $40,000 to $45,000 per year with an additional $16,000 in fringe 

benefits for a total of $56,000 to $61,000 a year total package, and that is  in a 

good year. Far from the $100,000 per year the ABC suggested. Using the 

Youngwood Borough decision the estimated project cost was $183,209. The 

Borough claims the decision cost them an additional $15,000, therefore the 

added cost was 8%, not 40%. But even this is suspect as it was after the fact. We 

have no idea what the contractors profit margin was or how he would have bid it 

if he was told he had to pay the prevailing wage. As you have heard over the last 

several months there are a number of studies that have shown that the 

elimination of prevailing wages result in lost productivity and lost training dollars 

which have a negative impact on the cost of present and future projects. In 

addition, studies have shown that workers' access to health insurance drops by 

79% when prevailing wages are eliminated and injury rates rise by as much as 

14%. These costs would be shifted to Pennsylvania Taxpayers. 

Third, prevailing wages do not have a negative economic impact on Pennsylvania. 

In fact, the opposite is true. The good wages and benefits required under the Act 

allow Pennsylvania workers, both union and non-union, to give back to the state 



and their communities through increased spending, taxes and community 

involvement. These workers pay taxes, buy houses and cars, make other major 

purchases, and spend their disposable income in their communities. They are not 

compelled to find a second job nor are both parents forced to work to make ends 

meet instead of one being home with the kids. A 2006 study showed that the 

elimination of prevailing wages in Minnesota would cut income and sales tax to 

the state. Prevailing Wages are also the easiest way to guarantee that these state 

funded construction projects employ Pennsylvania taxpayers. There is no 

incentive for a contractor to use transient or illegal workers to perform this work 

when he or she has to  pay the prevailing wage. 

Finally, many local municipalities are supporting House Bill 1271 because they 

believe it will have a significant impact on their budgets. They may be right. The 

lost wages and revenues to local business will definitely result in a reduction in 

the income to  both the municipality and the state. In his testimony to this 

Committee on March 22, 2011, Mr. Elam Herr, Executive Director of the 

Pennsylvania State Association of Township Supervisors testified that in order to 

maintain their roads, many townships have returned to microsurfacing and tar 

and chipping as well as working with other municipalities sharing a paver and 

road crews to perform true maintenance on their roads and bridges. I commend 

this effort and believe that it is a better solution than the reduction of a working 

man or woman's standard of living. 

In the 2008 Youngwood Borough decision, the Pennsylvania Supreme Court, in a 

unanimous decision, noted that the Pennsylvania Prevailing Wage "Act's focus is  

placed squarely on protecting workers on public works projects from receiving 

substandard wages", and should not "punish" workers. We believe that this 

should continue to be the Act's focus. Local 66 is willing to work with this 

Legislature to identify a responsible course of action to address our 

transportation funding needs but we believe that House Bill 1271 is not the 



answer and will negatively affect the standard of living of al l  Pennsylvanian's 

working in the heavy highway sector. Thank You 




