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Understanding Wage & Labor Rates



Prevailing Wage Components
“Prevailing Wage” is made up of two interchangeable components

 Base Hourly Rate (BHR)
 Fringe Benefit Value (FB)

 The total dollar value of the two components comprise
the “prevailing wage” requirement. (29 CFR 5.23)
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The goal is to ensure compliance with the Federal Davis-Bacon Act.



Prevailing Wage

 The total including the value of the fringe benefits 
may be paid entirely as wages.

 Or as a combination of wages and “bona fide” 
fringe benefits used together to meet the total 
required prevailing wage. 

 Base Hourly Rate + Fringe Benefit value = Total Prevailing 
Wage
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Prevailing Wage
Examples of bona fide benefits

 Training and Apprentice Programs (29 CFR 5.16) 

 Pension Plans; 401k plans (29 CFR 5.26)

 Vacation and Holiday (29 CFR 5.28)

 Health Insurance (29 CFR 5.29)

 Prevailing wage supplemental benefit plans
 Might have to be approved by USDOL 
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Prevailing Wage
NOT a “bona fide” benefit

 Company trucks (including a gas allowance)

 Paid lodging

 Tools

 Cell phones

 Loan payments

 Uniforms
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Prevailing Wage Example
Base Hourly Rate + Fringe        =     Total 

Package
$22.00 $8.00 $30.00

The contractor can comply by paying:  (29 CFR 5.31)
1. $30.00 in wages

2. $22.00 plus, $5.00 in health insurance benefits, and 
$3.00 contributions in a 401k account

3. $19.00 plus $11 in 401k contributions or any other 
“bona fide” fringe benefit that would have a value of $11  
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Minimum Prevailing Wage
Apprentice

 Apprentice wages are figured according to the Apprentice 
Agreement registered with USDOL. (29 CFR 5.2 and 5.5)

 The published base and fringe wages are to be used 
when figuring the minimum prevailing wage due for the 
apprentice percentage.
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Minimum Prevailing Wage
Apprentice / OJT

Base Hourly Rate    + Fringe        =     Total Package
$22.00 $8.00 $30.00

Minimum Prevailing Wage due 
an Apprentice at 50%

Base Hourly Rate    + Fringe        =     Total Package
(50% x $22.00)               $8.00                    $19.00

$11.00

NOT Prevailing: 50% x $30.00(total package) = $15.00
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Overtime and Fringe Benefits

 When computing overtime wages, the total wages 
paid must meet or exceed the “total package” 
listed in the wage decision (29 CFR 5.32) :

1.5 x Base Hourly Rate     +   Fringe    =    Total 
Package

(1.5 x $22.00)           +   $8.00     =         $41.00  

 Once the total package is determined it may be 
paid in any combination as long as it equals the 
total package.
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Hourly Credit Example

Fringe Benefit Credit
Example:

Benefit Paid Total
Vacation 40 hours X $20/hr $800/yr

Blue Cross yearly premium $10,800/yr

401K Employer Contribution of $3.00/hr $3.00/hr

To calculate the Fringe Credit:
Benefit Calculation Total
Vacation 40 hours X $20/hr= $800/2080hrs $.38

Blue Cross $10,800/2080hrs $5.19

401K $3.00 per hour $3.00
$8.57 Credit 

* Note: this example assumes the employee worked a full year and accrued
2080 hours. Seasonal workers may work less than 2080 hours. In these
cases the actual total hours accrued would be used instead of 2080 hours.
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Hourly Credit Example
Examples:
Assume Health Insurance costs $10,800 for a 12 month premium.
The insurance is provided to the employee year-round even though
the employee worked 1,200 hours in a year. In this case the Davis-
Bacon credit would be $10,800/1,200hours = $9.00/hr.

Assume Health Insurance premium is paid on a monthly basis and
only provided during the work season. Assume the premium is
$900 per month. Under Davis-Bacon the employer can break down
the costs based on the hours worked during the month. Assume
the worker accrued 175 hours during the month. The Davis-Bacon
credit would be $900/175hours = $5.14. Davis-Bacon also allows
the calculations to be based on the previous month’s hours.

THE CONTRACTOR CANNOT TAKE MORE OF A CREDIT THAN
THE ACTUAL COST OF THE BENEFIT:

Once the yearly premium is paid, the credit cannot be used for
health insurance, it must be converted to another
“bona fide” credit or paid as base hourly rate (wage).
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 According to the USDOL, wage decisions 
for construction projects are generally 
classified as either:

Highway (MI1) formerly MI7

Heavy
 Building
 Residential
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Wage Decisions
Davis-Bacon





Wage Decisions
Davis-Bacon
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Wage Decisions
Davis-Bacon

 :
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Wage Decisions
Davis-Bacon
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Worker Classification

 The MDOT contract worker classifications are based on 
the “type of work” being performed, which often is 
different than the title his/her employer may assign to 
them on private work.  

 Some worker’s may be classified as “apprentices” which 
allows for a lower prevailing wage rate.  Apprentices are 
allowed, however, they must be enrolled in a program 
registered with the Bureau of Apprenticeship Training 
(BAT), US Department of Labor.

17



Worker Classification (continued)

 Some workers may have multiple duties. They may be 
using a hand rake for  several hours a day, and then 
using a front end loader for the remainder of the day.
 Under this scenario, the employer must split up the employee’s 

time into two categories (Laborer and Operator).  Both have 
different hourly wages and benefits, and the employer should be 
aware of the amount of time spent conducting each activity within 
practical reason.

 An employee must be paid for all “principal” activities as 
well as “activities“ which are an integral part of a 
“principal activity”.  
 For example, these include wait time and standby time while 

sitting “idle” until the next gravel truck arrives for a reload.
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Worker Classification (continued)

 Working Foreman
 Foremen or supervisors that regularly spend more 

than 20 percent of their time performing construction 
work are covered under prevailing wage for the time 
spent performing construction work.

 Exclusions
 People whose duties are primarily administrative, 

executive or clerical are not laborers or mechanics.
○ Examples include superintendents, office staff, 

timekeepers, messengers, etc.
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Multiple Wage Decision
Davis-Bacon

Why is there more than one decision in a contract?

 The U.S. Dept. of Labor (USDOL) requires that 
multiple wage decisions be placed into 
contracts when the following occurs:

 When items are substantial in relation to the project 
cost – more than 20 percent of the Engineer Estimate

 When a project is very large, items of work of a 
different character may be sufficiently substantial to 
warrant a separate decision even though these items 
of work do not specifically amount to 20 percent of the 
total project cost ($1,000,000 or more)
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Multiple Wage Decision 
Davis-Bacon

 Most frequently for MDOT work, the Heavy 
Decision applies to the: 

sewer and watermain work 

 All other work performed on the project will 
be covered by the “AIRPORT & BRIDGE, 
HIGHWAY, SEWER/INCID. TO HWY” wage 
decision (MI1 Highway)
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Highway (MI1)              Heavy
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Sewer / Incid. To Hwy???
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When are sewer items considered to be

“Sewer / Incid. To Hwy” 
within the Highway (MI7) decision

 When the substantial items  are less than 20%
of the Engineer Estimate in relation to the 
project cost 

 It is NOT considered Incid. because it is part of 
the highway construction project
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One location to help know what items are covered under 
the “Heavy Decision”
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Typical Roadway Section
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