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SUBJECT:  AN ORDINANCE requiring fair labor practices in development of affordable housing on property sold by King County.
SUMMARY:  This proposed ordinance would require the payment of prevailing wages and use of state certified apprentices for the development of affordable housing when King County conveys property that is conditional on the development of affordable housing.
BACKGROUND:
This item was heard in the Budget and Fiscal Management Committee on August 18, 2009, and deferred.
Definition of Prevailing Wages

The proposed ordinance would require payment of the prevailing rate of wage for the affordable housing component of King County land conveyed for development. The state definition in RCW 39.12.010(1) that is adopted by this ordinance is as follows:

(1) The "prevailing rate of wage", for the intents and purposes of this chapter, shall be the rate of hourly wage, usual benefits, and overtime paid in the locality, as hereinafter defined, to the majority of workers, laborers, or mechanics, in the same trade or occupation. In the event that there is not a majority in the same trade or occupation paid at the same rate, then the average rate of hourly wage and overtime paid to such laborers, workers, or mechanics in the same trade or occupation shall be the prevailing rate. If the wage paid by any contractor or subcontractor to laborers, workers, or mechanics on any public work is based on some period of time other than an hour, the hourly wage for the purposes of this chapter shall be mathematically determined by the number of hours worked in such period of time.
The Washington State Department of Labor and Industries maintains a list of worker classifications and their corresponding prevailing wages.  Trades are generally surveyed every three years to determine the prevailing wage rates.  Contractors and unions are surveyed to determine the wages and benefits that are being paid for each job classification, such as carpenters, electricians, laborers, etc.  If more than one-half of all hours reported in the largest city in a county are worked at one wage rate, then that majority wage rate becomes the prevailing wage for the whole county.  If there is no majority wage rate, then a weighted average wage is computed using data from the largest city in a county. The weight attached to each wage is the total number of hours reported to be worked at that wage. If no hours are reported in a county’s largest city, then a weighted average wage is computed using countywide data. 
State Certified Apprenticeship Programs
The proposed ordinance also requires use of state certified apprentices.  The formation of state apprenticeship programs and their requirements are outlined in RCW 49.04 and WAC 296-05. Part of those requirements includes advancement of the principles of nondiscrimination and the inclusion of women and racial minority representation in the programs (RCW 49.04.100-.130).

There are approximately twenty state certified apprenticeship programs in Washington State covering a variety of occupations. They are primarily run by unions.  There are federal certified apprenticeship programs that may include more non-union programs, but federal apprenticeship programs are not part of the proposed ordinance and were not analyzed for this staff report.
King County Promotes Affordable Housing

King County promotes affordable housing for all county residents in its countywide planning policies, the King County Comprehensive Plan.  

The King County Comprehensive Plan (the Plan) is the guiding policy document for all land use and development regulations in unincorporated King County, and for regional services throughout the County including transit, sewers, parks, trails and open space.
For example, the Plan directs the county to work with cities and the private sector “to encourage a wide range of housing within the Urban Growth Area to meet the needs of our diverse population, support economic growth, ensure an equitable and rational distribution of low-income and affordable housing throughout the county and provide housing choices for people of all income levels.” (U-301) The Plan also sets target goals for the construction or preservation of affordable housing to people of various income levels, and calls for incentives to promote affordable housing development. 
King County Promotes Fair Labor Practices

King County has a record of promoting social justice in legislation. For instance, the Minority and Women’s Business Enterprises code (K.C.C. Chapter 4.18) promotes the use of minority and women’s businesses and sets utilization goals for the number of minority and women’s businesses awarded contracts with King County.
The County also encourages fair labor practices in its procurement processes.  For example, the Department of Development and Environmental Services regularly includes fair labor practices as one of the criteria in its competitive bidding processes.  
In 2009, the council, acting as supervisors of the King County Flood Control District and King County Ferry District, adopted resolutions that included fair labor practices and the use of state-certified apprentices as factors that the Districts must consider when awarding construction projects.  
King County Promotes Fair Labor Practices in Affordable Housing
Earlier this year, the Council approved a pilot demonstration program for creating sustainable communities and affordable housing. King County required fair labor practices and state-certified apprentices in its request for qualifications for the sale of five properties totaling sixty-nine acres of land as part of the pilot project.

Also this year, the county also required prevailing wages for affordable housing development in its sale of the Summit Pit property.

ANALYSIS
Frequency of Occurrence

King County already has a record of encouraging fair labor practices, and has required payment of prevailing wages for affordable housing development in the examples mentioned above. The proposed ordinance would ensure that this practice becomes a regular part of all future county land sales involving affordable housing development.

Where feasible and where residential housing development is involved, the county is likely to require an affordable housing component in its land sales as encouraged in its comprehensive plan.  There have been one or two sales per year with an affordable housing component in the last few years (e.g., 2009-0385 Three demonstration projects, 2008-0516 Summit Pit, 2007-0508 Passage Point, and 2007-0275 North Lot).  
Cost

Prevailing Wages
Non-profit organizations report that the prevailing wage requirement will have no financial impact if the affordable housing requirements placed on the property make the property eligible for public funding, because most public funds already come with a prevailing wage requirement. It is not uncommon when a private developer acquires property, that the affordable housing component would be relinquished to a non-profit for development. In that situation, the non-profit would already be paying prevailing wages due to their other funding sources.

If the affordable housing restrictions that the county placed on the property made the property ineligible for other public funds, then the prevailing wage requirement could have a significant financial impact.

The difference between wages typically paid and prevailing wage are probably around 25 percent (estimates from developers ranged from salary differences of 5 percent to almost double). It is worth noting that even when non-profits already have to pay prevailing wages, when they do so it is being done at this additional cost.

State Certified Apprentices

Because funding sources currently do not typically require the use of state certified apprentices, the cost impacts of using state certified apprentices is less clear.  Non-profits reported that they were beginning to look into the issue, but it did not appear to be of great enough concern that it would outweigh other project feasibility considerations. It is helpful to developers that the proposed legislation requires an apprenticeship goal that presumably allows some flexibility in achieving that goal.
Other
Another issue in implementation of the proposed ordinance is whether it would be practical for a contractor to pay one set of wages for the non-affordable housing component and another set of wages for the affordable housing component. At least one worker reported having done that, where the contractor maintained two different sets of contracts, one for the prevailing wage workers and one for the non-prevailing wage workers. Others were skeptical on whether it could be done. If the property were split off where a non-profit took control of the affordable housing development, then payment of two different wage systems would not be a problem. Also, where affordable housing were constructed as separate buildings, it would also be easier. It would likely be more problematic if the affordable housing units were merged into the same building as non-affordable housing units.
To the extent that adding the proposed requirements increase the cost of projects, it could result in fewer interested buyers, or buyers would need to shift the increased cost, or the negotiated price may also be less, as buyers seek to build any additional costs of paying prevailing wages into their offering price.  Also, buyers who lack experience in the payment of prevailing wages on government contracts may feel that they lack the knowledge to properly assess what the additional requirement will cost them, which could deter them from bidding as well.

Benefits
The benefit would be the increase in fair labor practices and all that could entail, such as increased public confidence in the county, and stronger and healthier communities through ensuring its citizens are paid fair wages, including for women, minorities, and at-risk youth.
REASONABLENESS:
Proposed Ordinance 2009-0450 would require fair labor practices in building affordable housing when King County sells property with an affordable housing development component. This requirement would come at some monetary cost but also some public gain.  Proposed Ordinance 2009-0450 appears to be a reasonable and prudent policy decision.
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