
BACKGROUND 
The Baltimore-DC Building Trades (“BDCBT”) retained Pinnacle Economics, Inc. (“Pinnacle”) to measure the 
potential economic and fiscal impacts associated with enacting a local prevailing wage law in Anne Arundel 
County (see modeling assumptions on p.2). Pinnacle is nationally recognized for its theoretically sound, 
data-driven, state-of-the-art approaches to measuring economic and fiscal impacts using the IMPLAN 
economic impact modeling software.  

PREVAILING WAGE LAW IMPACT  
• A local prevailing wage law will create jobs in Anne Arundel County. Across the FY2021-2026 

capital spending plan, a county-level prevailing wage would lead to a net increase of $34.3 million and 
400 jobs for construction trades and other workers in Anne Arundel County. 

• An Anne Arundel County prevailing wage law will shift employment on county public works 
projects to county residents. Applied to the FY2021-2026 capital budget (status quo), a prevailing 
wage law produces a net gain of 144 jobs for construction workers living in the county (or a 2.3 percent 
increase over the status quo), generating 290,500 more work hours, and $19.4 million in additional 
income (Figure 1). 

• A local prevailing wage law will generate secondary impacts that benefit the broader Anne 
Arundel County economy. Across the six-year capital budget, this spending generates 256 additional 
jobs, 476,300 more work ours, and $14.9 million in additional income for people working in Anne Arundel 
County. 

 

FIGURE 1 
Economic and Fiscal Impacts of Prevailing Wages on County  

Controlled Construction Spending, FY2021-2026 
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Sources: Pinnacle Economics using: 1) 2018 IMPLAN data for Anne Arundel County; 2) FY2021-FY2026 Anne Arundel County CIP Budget; 3) detailed vendor data for 
County-funded construction projects between FY2018-FY2019; 4) U.S. Bureau of Labor Statistics Occupational Employment Statistics, Maryland, May 2018; and 5) U.S. 
Census commuting statistics for Anne Arundel County in 2017. 
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• Because infrastructure projects account for most county controlled construction spending, 

much of the direct impact from prevailing wages will benefit local laborers and operating 
engineers. In FY2021 alone, local laborers would experience a net gain of $743,000 in income and 
14,000 hours of work, and local operating engineers would realize a net gain of $759,000 in income 
and 9,700 more hours of work. Other trades would also see net gains as well.  (Figure 2). 

PREVAILING WAGE MODELING ASSUMPTIONS 

• A county-level prevailing wage would apply to $183.9 million of the county’s $430.2 million 
FY2021 capital budget, and to $895 million of the $2.4 billion FY2021-2026  (referred to as the 
status quo).i Capital spending allocated to the following is excluded: a) spending subject to federal or 
Maryland prevailing wage laws; b) spending on non-construction goods and services such as research, 
project management, capital equipment, and land purchases; and c) spending on county construction 
projects valued at less than $300,000—the anticipated threshold for a county-level prevailing wage law.  

• The model measures the impact of a county-level prevailing wage law on: a) construction 
workers’ income, and b) county construction contractors’ market share.ii  The model assumes an 
elasticity of demand for construction labor of 0.20. The demand for construction labor is relatively 
inelastic, according to peer-reviewed research. 

• The economic impact model uses conservative estimates. It assumes a county-level prevailing 
wage law on county-funded construction would generate a 5 percent increase in income (wages and 
benefits) for the construction trades and a 15 percent increase in market share for Anne Arundel-based 
contractors. These estimates were determined from an evaluation of peer-reviewed research on the 
economic and fiscal impacts of prevailing wage laws. Actual gains could be greater. 

                                                
i The literature is quite clear, prevailing wage laws ultimately affect both private and public construction. 
ii The impacts on wages and benefits for the construction trades are the most immediate and direct. The impacts on market share for Virginia contractors are the most 
significant driver of economic impacts. According to research by Manzo, et al., these market share impacts (alternatively called “leakage” effects) represent 88 percent of the 
total economic impacts associated with repealing prevailing wage laws in Michigan and 92 percent of the total economic impacts in Wisconsin. Please see Manzo, et al, “The 
Economic, Fiscal, and Social Impacts of State Prevailing Wage Laws: Choosing Between the High Road and the Low Road in the Construction Industry,” prepared for the 
Illinois Economic Policy Institute, February 9, 2016, pg. 36. 

FIGURE 2 
Economic Gains for Construction Workers Residing in Anne Arundel County from Prevailing 

Wages on County Controlled Construction Spending, FY2021  

Sources: Pinnacle Economics using: 1) 2018 IMPLAN data for Anne Arundel County; 2) FY2021-FY2026 Anne Arundel County CIP Budget; 3) detailed vendor data for 
County-funded construction projects between FY2018-FY2019; 4) U.S. Bureau of Labor Statistics Occupational Employment Statistics, Maryland, May 2018; and 5) U.S. 
Census commuting statistics for Anne Arundel County in 2017. 
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