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Prevailing Wage Discussion

* Background

* Councilmembers requested a study session on prevailing wage
» State and federal law: certain projects must pay prevailing wage

» Several metro cities have adopted ordinances (St. Paul, Brooklyn Park, Bloomington,
Richfield, Mpls, West St. Paul)

* Concern: lack of local requirement may attract non-compliant developers
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Prevailing Wage Discussion

* Purpose of today’s discussion:

* Review and discuss the staff report, specifically
* how other cities structure ordinances
* Understand economic, fiscal and workforce impacts
* Explore alternatives to prevailing wage; and
» Staff recommendation and options for council direction
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Prevailing Wage Discussion

* What is Prevailing Wage?
e Set minimum standards for hourly compensation for each type of work in a
defined area (i.e., construction laborers)
* Includes some combination of actual pay and benefits
* Prevailing wage is not minimum wage

* Wages and benefits can be combined in any way to meet or exceed the set
prevailing wage rate



Prevailing Wage Discussion

* Key Considerations
* Workforce — Fair wages, quality construction, skilled labor supply
Equity- Opportunities for local and disadvantaged workers; community values

Economic Impact — Higher labor costs (10-30%); effect on feasibility &
affordability

Fiscal — City budget, public assistance requests, staff/technology costs
Legal — State/Federal overlap; scope and enforceability
Competitiveness — Regional comparison; risk of deterring development
Implementation — Thresholds, exemptions, compliance monitoring



Prevailing Wage Discussion

Typical Local Union [ Prevailing Prevailing
Market Package Wage Wage
. Wage (BLS (Wage + Commercial Highway/Hea
* Wage comparisons — Metro Area MSP) Fringes) | (Hennepin | vy (Region0)

 Laborers - $29.82/hr typical; S68- Construction 29.82 7126 68.13 72.85
oy . Laborer
73/hr prevailing wage (w/benefits) S
. . ) Operating 35.58 76.68 75.95 71.91
* Electrician: $S47.42/hr typical; $77- s
. power equip
78/hr prevailing op)
. E_Iec_trician 47.42 94.89 78.00 77.00
* Many trades 2x typical market (inside
wireman)
wages Ironworker 46.15 84.53 74.5 75.25
L. . ] (structural)
* Living wage in Hennepin Co (|V||T)Z Carpenter 30.70 74.21 70.25 69.80
$22.98/hr (single adult, no kids) Coment e I 7160 72.20

Truck driver 29.25 68.47 65.80 66.50
(construction

Pipelayer 30.5 73.10 72.40 73.00
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Prevailing Wage Discussion

Construction Trades Wages: Typical vs. Union vs. Prevailing (MSP Metro)

. Typical Market Wage (BLS)

B Local Union Package

mmm Prevailing Wage - Commercial
Prevailing Wage - Highway/Heawvy

Hourly Wage / Package ($)

Trade
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Prevailing Wage Discussion

* Pros of Requiring Prevailing Wage
* Ensures fair wages & benefits
o Attracts skilled, stable workforce
e Strengthens local economy
* Aligns with public investment goals & city values
* Creates level playing field among contractors



Prevailing Wage Discussion

* Cons of requiring prevailing wage

» Raises project costs (10-30%+)

* May reduce feasibility/fewer projects
Risk to housing/commercial affordability
Administrative complexity & staff costs
Competitive disadvantage vs. neighboring cities
Barrier for DBE/small contractors




Prevailing Wage Discussion

* Potential city cost implications

« Staffing/admin: payroll review, site visits
Monitoring/auditing: software, random audits
Legal/enforcement: disputes, penalties
Third-party services: compliance consultants
Outreach: contractor/developer training
Potential 10-15% increase in city capital project costs



Prevailing Wage Discussion

e Other cities” approaches

* Bloomington — applies at $175k+ assistance; weekly reporting, site visits;
currently looking at adding exemptions/flexibility

Brooklyn Park — applies at $50k+; complaint-based

St. Paul — applies at S25k+; broad coverage, intensive monitoring
Richfield — applies at $300k+; complaint-based, some exemptions
Minneapolis - applies at S50k+; broad coverage, intensive monitoring
* West St. Paul — applies at S50k+

*comparison chart attached to staff report



Prevailing Wage Discussion

* Alternatives to prevailing wage
* Living wage standards — simpler, applies to service contracts
» Apprenticeship/training — builds workforce without raising wages

* Incentive-based standards — voluntary, tied to perks (i.e., density bonuses,
fee reductions)

» Targeted application — apply only to projects receiving significant subsidies
* Voluntary guidelines — education and partnerships, no enforcement



Prevailing Wage Discussion

 Staff Recommendation
* Do not adopt a prevailing wage ordinance

* Explore alternative approaches:
 Living wage/service contracts
* Apprenticeship or training requirements
» Targeted application to projects with substantial public assistance
* Incentive-based or voluntary standards
* If council wants to proceed with an ordinance:

* Limited, threshold-based model ($250k+ city financial assistance)

* Include exemptions (affordable housing, under 20 units, conduit bonds and other pass-
through funds, LIHTC, Davis Bacon projects)

* Use complaint-based enforcement to minimize costs
* Estimated cost impact: 8-12% increase on covered projects
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Prevailing Wage Discussion

* Council discussion

* Next Steps

* Depending on council direction, staff will return with:
* Draft program options
* Refined cost estimates
* Implementation framework



Developer Business Practices

Council Decision Nodes and Guardrails




Pyramid of Discretion

e Staff analyze and vet
projects for compliance
with city codes, policies,
and strategic priorities
prior to bringing them to

4 Variances -
& el NG council. The council has
S T e A e varying levels of discretion

and authority

Pyramid of Discretion
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Land Use Decisions

m Role of Council/EDA Decision-making factors Additional considerations m

Conditional
use permit,
variance,

subdivision

Determiner of whether the city
code has been met

Has the applicant met the city
code/zoning ordinance?

This is a quasi-judicial role.
Council/EDA is limited to
making a decision based on
whether or not the proposal
meets the applicable city
codes/ordinances.

Council has limited discretion.
When the council acts on a
request, it must be based on
findings of fact.

* Findings of Fact

Practical Difficulties

1. Reasonableness
2. Uniqueness
3. Essential Character

Y/,
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https://www.lmc.org/resources/zoning-decisions/

Land Use Decisions

m Role of Council/EDA Decision-making factors Additional considerations m

Zoning or
subdivision
ordinance,
planned unit
development

Legislative decision where the
council has a high degree of
discretion to determine whether
the proposed PUD conforms to
the city’s comp plan and
ordinance and to determine
whether the proposed zoning
ordinance amendment conforms
to the city’s comp plan.

A simple majority (4 affirmative
votes) is required.

Exception: when rezoning a
residential property to commercial
or industrial use, 5 affirmative
votes are required.

Is the project in alignment with
the code? (staff detail this in staff
report)

Does the project satisfy the City’s
established policy goals? (i.e.:
inclusionary housing,
sustainability) (staff detail this in
staff report)

Are the objections to the project
based on relevant land use or
zoning criteria?

Does the proposed project
advance the city’s adopted
strategic priori es? (staff detail this
in staff report)

By design, the PUD process gives
the City a great deal of discretion
(the PUD process is a rezoning).
The PUD process has been used
primarily (if not exclusively) for
redevelopment projects where
straight zoning would not work as
well. However, the Council’s
discretion should be utilized in
determining whether the intent of
zoning codes are being met.

Council isn't expected to be experts in land use
and zoning; it is staff's job to provide them with
the information to make informed decisions.

Staff provides a thorough and comprehensive
evaluation of each project which is detailed in
the staff report to council/EDA with supporting
documentation to

provide council with a solid foundation to
make determinations based on the

criteria noted; including information

obtained through the public process —

public input and planning commission
recommendations,

Council should be cognizant of treating similar
applications/requests similarly.

If council wishes to impose certain
conditions or refuse a project, the
conditions/refusal should be clearly
stated, rooted in the decision-making
factors outlined, and based on established
facts, not allegations, neighborhood
sentiment or unverified information.

St. Louis Park
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Land Use Decisions

m Role of Council/EDA Decision-making factors Additional considerations m

Comprehensive
Plan
Amendments

Policy decision with wide
discretion.

4/5 majority (5 affirmative votes)
required.

Is the decision justified according
to procedures, rules, and laws?

Does the decision promote public
health, safety and general
welfare?

Does it provide a positive result?

Is it consistent with
other provisions of the
city’s Comprehensive

Plan?

Ensure a safer, more pleasant, and
more economical environment for
residential, commercial, industrial,
and public activities.

Prepare the community for
anticipated desirable change.

Reduce private and public
expenditures.

Planning commission must hold a
public hearing on an amendment
and make a recommendationin a
timely manner to city council.

Must conform to Met Council
regional system plans.

City must obtain authorization
from Met Council to place the
plan amendment into effect.

Decisions cannot be arbitrary or
capricious.

St. Louis Park
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Financial Assistance Decisions

m Role of Council/EDA Decision-making factors Additional considerations m

TIF awards

Decision-maker on whether
awarding TIF is in the best interest
of the city.

Does the request adhere to the
adopted TIF policy and other city
policies (i.e., inclusionary housing
policy, green building policy, DEI
policy) and legal constraints?
(staff detail this in staff report)

Does the council wish to expand
the city’s TIF portfolio?

Does the proposed project
advance the city’s strategic
priorities?

Is the applicant being treated
similarly to other projects
regarding TIF award decisions? If
differently, is there a factual
reason for the actions?

If council wishes to impose
restrictions or requirements that
are not currently in the TIF policy,
the policy should be amended.

Council should be cognizant of
treating similar
applications/requests
differently. If council wishes to
impose certain conditions or
refuse a project, the
conditions/refusal should be
clearly stated, rooted in the
decision-making factors outlined,
and based on established facts,
not allegations, neighborhood
sentiment or unverified
information.

The TIF policy can be amended to
include new restrictions or
requirements — that said, each
policy consideration must be
vetted.

St. Louis Park
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Financial Assistance Decisions
| Action ltem | Role of Council/EDA | Decision-making factors | _Additional considerations | Guardrails

Affordable Decision-maker on whether Does the request adhere to the If council wishes to impose Council should be cognizant of
housing trust | awarding AHTF funding is in the adopted AHTF policy and other city| restrictions or requirements that | treating similar
fund (AHTF) best interest of the city policies (i.e., inclusionary housing, | are not currently in the AHTF applications/requests
green building, DEI) and legal policy, the policy should be differently. If council wishes to
constraints? (staff detail this in the | amended. impose certain conditions or
staff report) refuse a project, the
conditions/refusal should be
Is there adequate funding available clearly stated, rooted in the
in the AHTF? (staff detail decision-making factors outlined,
this in staff report) and based on established facts,
not allegations, neighborhood
Does the proposed project sentiment or unverified
advance the city’s adopted information.

strategic priorities?
The AHTF policy can be amended

Is the application being treated to include new restrictions or
similarly to other projects requirements — that said, each
regarding AHTF award decisions? policy consideration must be
If differently, is there a factual vetted.

reason for the actions?
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Questions?
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