
Evaluating
Wisconsin’s Approach
to Determining
Prevailing Wages:

n State Methodology

n Regional Market Comparisons

n Local Fiscal Impact

taxwis

March 2015
Wisconsin Taxpayers Alliance
Madison, Wisconsin •  wistax.org



Page   31

Executive Summary .............................................................................. i

Background ............................................................................................1

Previous Research ................................................................................3

Wisconsin’s Law and Method ...........................................................5

Evaluating Wisconsin’s Method .......................................................8

Relecting the Market? .....................................................................11

The Cost to Local Governments and Taxpayers .......................17

Conclusions ..........................................................................................21

Appendix A: Prevailing vs. Avg. Const. Wages, by County ...22

Appendix B: Tot. Packages vs. Avg. Const. Wages ...................23

Appendix C: Ability to Pay Maps ...................................................24

Appendix D: BLS’s OES Survey .......................................................25

References .............................................................................................26 

List of Figures

Table of Contents List of Tables

Table 1:  Prevailing Wage Laws by State .......................................1

Table 2:  Measuring Wisconsin’s “Calculation Bias” ...................8

Table 3:  Unrepresentative Response Rates ..............................10

Table 4:  Prev. Wages Higher Than OES Wages .........................17

Table 5:  Prev. Pkgs. Higher Than “OES-Based Pkgs.” ...............18

Table 6:  Estimated Savings, $5 Million Building .....................19

Table 7:  Estimated Savings, Statewide .......................................19

Figure 1:  Tier 1 and Tier 2 Counties ...............................................6

Figure 2:  Examples of Prevailing Wage Calculation ................7

Figure 3:  Avg. and Prevailing Wages ...........................................11

Figure 4:  Avg. Wages and Prevailing Total Packages ............12

Figure 5:  Measuring the Cost ........................................................13

Figure 6:  Ability to Pay Varies ........................................................14

Figure 7:  Ability to Pay Varies, 10 Occ. Average ......................14

Figure 8:  Carpenter Pkg. Deies Common Sense....................15

Figure 9:  Prev. Pkg. Can Difer Widely Within a Labor Mkt. .15



Page   29

Executive Summary

Wisconsin has had prevailing wage laws 

since the 1930s.  Yet, Wisconsin’s speciic 

approach to calculating prevailing wages 

has undergone little study.

An in-depth examination of this meth-

odology shows that Wisconsin’s employer 

survey and unique calculations lead to 

prevailing wages that:

 � Often do not relect varying county 

construction wages or regional labor mar-

kets;

 � Are more “costly” in low-wage, 

low-income counties, particularly those in 

northern Wisconsin;

 � Can luctuate widely and unpredict-

ably from year to year, rather than change 

slowly and consistently as market wages 

typically do; 

 � Can require contractors to pay un-

skilled workers more than skilled workers 

in some situations; and

 � May cost state and local govern-

ment hundreds of millions of dollars in 

excess costs.

Method.  Wisconsin surveys construction 

contractors annually to get information 

on wages and beneits paid to workers on 

private construction projects.  That informa-

tion is then used to calculate, by county, 

hourly prevailing wage and beneit rates 

for public construction projects.

Unfortunately, only about 10% of sur-

veys are completed correctly and returned, 

a dramatically lower response rate than 

achieved by the federal government survey 

of the same employers.  

One result of this low return rate is that 

the union/nonunion split in hours reported 

in the survey do not relect the overall con-

struction industry.  Approximately 25% of 

the industry is unionized in Wisconsin, but 

87% of the hours reported are covered 

under union contracts.  This tends to raise 

prevailing wage rates above market rates.  

Federal wage surveys take care to boost 

response rates and to ensure the charac-

teristics of survey respondents match the 

underlying population.

A second methodological “flaw” also 

tends to inflate prevailing wages.  Most 

states that employ survey averages to 

calculate prevailing wages use all survey 

responses.  If the desire is to measure the 

“market,” this kind of traditional average 

makes sense.  However, Wisconsin is unique:  

it selects and averages only the top por-

tion of the wage distribution.  This unique 

method results in prevailing wages that can 

be 20% to 40% above the rate that results 

from calculating a true average from all 

respondents.

Prevailing Wages and the Market.  If pre-

vailing wages relected local markets, one 

would expect county prevailing wages 

would, to some extent, mirror patterns in 

other construction wages.  There is no evi-

dence of this.  Federal estimates of average 

weekly wages from the entire construction 

industry show construction earnings tend 

to be much higher in urban counties than 

in rural ones.  Earnings diferentials can be 

over 200%.  

Yet prevailing wages often vary little 

from county to county, and when they do 

vary, the variations do not relect county dif-

ferences relected in overall industry earn-

ings data.  For example, in 2014, prevailing 

wages for carpenters were identical in 57 

of the state’s 72 counties.  Prevailing wages 

for roofers varied, but the pattern appears 

“random,” with no tie to location.  

A more speciic example is instructive.  

Average wages for the entire construction 

industry averaged $1,119 in Waukesha 

County and $569 in Washburn County.  

Despite this large diference, the prevailing 
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wage for a roofer was higher in Washburn 

than in Waukesha ($30.50 vs. $29.40).

Ability to Pay.  Since prevailing wages 

typically do not vary with local market rates, 

residents of Wisconsin’s income-poor coun-

ties end up devoting a greater share of their 

incomes to public construction projects 

than residents of more prosperous coun-

ties.  This analysis uses an hour-cost ratio 

that measures how many hours an average 

worker must work in order to pay for one 

hour of prevailing wage work.  

For example, the prevailing wage and 

beneit rate (total package) for a carpenter 

was $46.38 in both Dane and Florence 

counties.  While the average Dane County 

worker across all industries earned $23.68 

per hour, the average Florence County 

worker earned only $11.45.  Thus, it would 

take four average Florence County workers 

an hour’s work to pay for a carpenter on a 

public project, but only two Dane County 

workers to pay that same carpenter.  In 

general, prevailing wages were most bur-

densome in Bayfield, Burnett, Florence, 

Iron, and Marquette counties, all remote 

counties mostly in the north.

Anomalies.  Wisconsin’s unique prevail-

ing wage methodology also created some 

unexpected results.  For example, prevail-

ing wages and beneits for a carpenter in 

Adams county luctuated between $12 per 

hour and $49 per hour during 2011-15.  In 

Lafayette county during 2013-15, the range 

was $17.95 to $45.47.   Market wages do not 

show this kind of volatility.

Sometimes, Wisconsin methodology 

results in compensation rates that do not 

relect skill levels.  In 2014, the prevailing 

wage and beneit package for an electrician 

in Lafayette County was $21.00 per hour; for 

an unskilled clean-up worker, it was $37.97.

These anomalies further indicate that 

prevailing wages here often bear little re-

semblance to the local economies where 

public projects are occurring.

Excess Costs.  Local data from a statisti-

cally-valid federal wage survey show that 

prevailing wages here are, on average, 

23% higher than local averages.  Adding 

estimated beneits to the federal igures 

enables calculation of the diference in total 

packages.  Wisconsin’s prevailing package 

rates are, on average, about 45% higher 

than market rates.

In 2014, state and local governments 

requested prevailing wage determina-

tions for about $1.9 billion in building or 

heavy construction projects.  Estimated 

labor costs on these projects range from 

20% to 30% of the total.  Those igures can 

be used to estimate that state and local 

governments could have saved between 

$199.7 million (9.0% of total costs) and 

$299.5 million (13.5%) on these projects 

if market averages, rather than prevailing 

wages, were used.

Background.  About six months ago, 

long before the current legislative session,  

Associated Builders and Contractors (ABC) 

approached the Wisconsin Taxpayers Alli-

ance (WISTAX), asking if it could study Wis-

consin’s approach to calculating prevailing 

wages and the resulting impact, if any, on 

local government inance.  

ABC asked WISTAX to answer two ques-

tions:

1.  Do the prevailing wages determined 

by the state Department of Workforce De-

velopment accurately relect wages and 

beneits in Wisconsin counties? and

2.  If they overestimate area wages, what 

is the additional cost to local governments 

and taxpayers?

Remember:  This study does not address 

whether Wisconsin should or should not 

have a prevailing wage law, but only how 

it calculates those wages.   o
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7.  Conclusions

Wisconsin’s prevailing wage laws were 

passed in the 1930s to ensure that out-of-

area contractors with low-wage workers 

were not able to underbid local contractors 

on public projects.  However, Wisconsin’s 

approach to calculating prevailing wages 

has laws which inlate these compensation 

requirements above market averages.  

With only 10% of contractors respond-

ing to DWD’s mandated survey and 85% 

of reported hours covered under union 

contracts, the underlying data do not relect 

Wisconsin’s construction industry, which is 

75% non-union.  This response bias inlates 

both wages and beneits above true market 

averages.  Federal wage surveys avoid this 

by ensuring respondent characteristics are 

similar to those of the entire population.

In addition, Wisconsin is unique in how 

it calculates average wages from the DWD 

survey, as it only averages the highest 

wages, rather than averaging all responses.  

This unique method can inlate prevailing 

wages by more than 20%.  When wage av-

erages are increased, large, out-of-county 

irms with higher labor costs  are competi-

tive with smaller, local irms paying market 

wages, and can “beat out” local irms for 

public construction projects. 

Using estimates from a statistically 

sound and much larger federal survey 

shows Wisconsin’s prevailing wages and 

beneits are, on average, about 45% above 

market averages.  In 2014, this cost state 

and local governments—and taxpayers—

between $199.7 million and $299.5 million 

on public building and heavy construction 

projects.  o
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