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Introduction and summary

State and local governments finance millions of jobs across our economy with the
hundreds of billions of dollars that they spend each year to purchase goods and
services. Yet jobs created through government contracting are often substandard,
paying very low wages and involving poor working conditions where workplace
law violations are common.' Such jobs hurt not only the workers, but they also
undermine the quality of goods and services that are delivered to government

agencies and the public. This often results in significant hidden costs for taxpayers.

Scores of state and local governments have taken an important step to raise
standards for workers by requiring that public contractors pay their workforces a
nonpoverty wage—either through living wage laws or prevailing wage laws. These
laws have a significant impact on the lives of workers who are employed by con-
tractors, they uphold government’s promise to function as a model employer, and

they help raise wage standards throughout the local economy.

But state and local leaders can do more to raise standards for government-
supported work. Growing numbers of state and local governments are adopting
additional “responsible contracting” reforms to improve the quality of jobs gener-
ated by their procurement spending—a suite of policies to help raise the wages
and improve the benefits of workers who are employed by contractors; to ensure
that only law-abiding companies that respect their workers receive government
contracts; and to contract out only those services that public employees cannot

capably and cost-effectively perform.

When governments adopt these standards, it is good not only for workers but
also for law-abiding businesses that respect their workers. Indeed, without strong
standards, these companies choose too often not to bid on contracts or are forced
to compete against low-road companies that harm their workers by paying below-
market wages, providing poor benefits, or reducing costs by committing wage

theft or cutting corners in workplace safety.
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For example, after the District of Columbia enacted legislation to help ensure
that only companies that comply with workplace laws are able to receive gov-
ernment contracts,” Allen Sander, chief operating officer of Olympus Building

Services Inc., explained:

Too often, we are forced to compete against companies that lower costs by short-
changing their workers out of wages that are legally owed to them. The District
of Columbia’s contractor responsibility requirements haven’t made the con-
tracting review process too burdensome. And now we are more likely to bid on
contracts because we know that we are not at a competitive disadvantage against

law-breaking companies.®

Moreover, a review of state and local contracting practices by the National
Employment Law Project found that adoption of contracting standards often has
resulted in decreased employee turnover with corresponding savings in restaffing
costs.* For example, after San Francisco International Airport adopted a wage stan-
dard, annual turnover among security screeners fell from nearly 95 percent to 19

percent—saving employers about $4,275 per employee per year in restaffing costs.®

Finally, by raising workplace standards among government contractors, state and
local governments can ensure that taxpayers receive a good value. When workers
are poorly compensated or do not receive all of the wages that they earn, taxpayers
often bear hidden costs by providing services to supplement workers’ incomes,

such as Medicaid, Earned Income Tax Credits, and nutrition assistance.®

Also, research finds that when contractors shortchange their workers, they often
deliver a poor-quality product to taxpayers. A 2003 survey of New York City
construction contractors by New York’s Fiscal Policy Institute found that contrac-
tors with workplace law violations were more than five times as likely to have a low

performance rating than contractors with no workplace law violations.”

A 2013 report from the Center for American Progress Action Fund found that one
in four companies that committed the worst workplace law violations and received
federal contracts later had significant performance problems ranging from “con-
tractors submitting fraudulent billing statements to the federal government; to
cost overruns, performance problems, and delays during the development of a
major weapons system that cost taxpayers billions of dollars; to contractors falsify-
ing firearms safety test results for federal courthouse security guards; to an oil rig

explosion that spilled millions of barrels of oil into the Gulf of Mexico.”®
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Indeed, promoting higher standards helps ensure that taxpayers receive a good
value by encouraging more companies to bid on projects. For example, after
Maryland implemented a contractor living standard, the average number of bids
for contracts in the state increased by 27 percent—from 3.7 bidders to 4.7 bid-
ders per contract.” Nearly half of contracting companies interviewed by the state
of Maryland said that the new standards encouraged them to bid on contracts

because it leveled the playing field."

This report identifies the best practices in government contracting that are
allowing state and local governments to significantly raise standards for workers
and secure better value for taxpayers. The report is an update and expansion of a
2010 report by the Center for American Progress Action Fund and the National
Employment Law Project."

Our recommendations include:

* Review carefully the decisions to contract out

* Prescreen contractors for responsibility

* Use comprehensive criteria to evaluate bidders

* Uphold high standards for wages and benefits

* Implement incentives to raise wages and benefits above the legal floor
* Perform strong post-award enforcement

* Increase data collection and transparency

The authorities who are adopting these models range from state, city, and county
governments, to airport and economic development authorities, to community
colleges and school districts. Governing bodies at all levels should use this toolkit
to replicate and expand on these successful reform models. Even governments
that have pioneered the contracting practices cataloged here have opportunities to

improve them further.

Moreover, governments can broaden the reach of these standards by expand-
ing their coverage to include other private-sector jobs supported with taxpayer
dollars or with significant government oversight. This can include, for example,
broadening the types of governing authorities that are adopting these require-
ments and extending coverage to nonprofit organizations, as well as to compa-
nies that are receiving economic development subsidies. (for more on this topic,

see text box on page 16)
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Finally, some of the best practices profiled here are incomplete without the adop-

tion of others. For example, without strong post-award enforcement that allows

for stakeholder involvement and reporting, law-breaking companies may violate

living wage laws and yet continue to receive government contracts. And while

prescreening of contractors for responsibility ensures an even playing field for law-

abiding companies that are competing for government contracts, these policies

should be used in addition to prevailing standards and a comprehensive bidder

evaluation process that reviews factors such as price, experience, and past perfor-

mance. This will provide an advantage to companies that take the high road.

In the following pages, we present detailed descriptions and examples of govern-

ments that are adopting each of these key strategies as an example for other locales

to learn and implement new measures. This in turn ensures that the government

procurement process benefits workers, taxpayers, and high-road companies.

The effects of state pre-emption laws on local contracting reform efforts

Local governments are increasingly at the forefront of enacting
progressive reforms to ensure that all residents have access to
good jobs that pay family-supporting wages and provide decent
benefits. In recent years, for example, a number of cities—includ-
ing Oakland, California; Seattle, Washington; Washington, D.C;
Louisville, Kentucky; and Chicago, lllinois—have raised municipal

minimum wages or enacted earned sick leave for all residents.

Yet local government'’s power to boost communitywide wage
and benefits standards above state and federal requirements is
largely derived from state law. And conversely, state govern-
ments have the authority to pre-empt local authority to raise
wage standards. Groups such as the American Legislative
Exchange Council, or ALEC, and state affiliates of both the
National Restaurant Association and the National Federation
of Independent Business are increasingly focused on lobbying
state lawmakers for legislation to prohibit progressive local

wage and benefit standards.

As a result, a growing number of state governments have

pre-empted cities from establishing local minimum wage and

4 Center for American Progress Action Fund |

benefits standards, such as earned sick leave requirements.
While a number of these pre-emption laws cover only munici-
palitywide efforts to raise standards, at least 13 states have
enacted legislation, including 12 in the past five years, that pre-
empts local governments from establishing wage and benefit

requirements for workers on government contracts.'

Local officials should carefully review the state statutes before
determining what to include in a contractor responsibility
reform agenda. Other best practices outlined in this toolkit—
including reviewing carefully the decisions to contract out;
prescreening contractors for responsibility; using comprehen-
sive criteria to evaluate bidders; performing strong post-award
enforcement; and increasing data collection and transpar-

ency—are less likely to be subject to state-level pre-emptions.

Local officials should also work to overturn these pre-emptions
and thereby ensure that state laws empower cities to innovate
and experiment—uwith the hope that it leads to successful
policy models that can be replicated by other cities, as well as

by state and federal governments.



Review carefully the decisions
to contract out

State and local governments that are seeking to protect taxpayers and workers and
to promote quality services should require a careful review of decisions to contract
out government work to the private sector. Review processes should ensure that
the government contracts out only those services that public employees cannot
capably and cost-effectively perform and that do not involve functions that should
be performed by government for accountability or other public interest reasons.
Moreover, governments should require a competitive bidding process when ser-
vice contracts expire and accept in-house bids from government workers—while
ensuring that in-house bids are not used as a way to avoid paying prevailing wages
and benefits.

Excessive use of contracting out weakens the ability of government officials to
oversee taxpayer-funded work, but few governments do enough to limit it sufh-
ciently.”” Contracting out also frequently results in worse jobs for local communi-
ties because many of the industries where privatization has been prevalent—such
as food services and laundries—are characterized by poverty wages and wide-

spread violations of basic workplace laws.'¢

Governments should adopt consistent procedures for determining whether it is in
the public’s best interest to contract work out and then ensure that when priva-
tization decisions are made, the process allows for strong government oversight,
stakeholder input, and accurate analysis of the benefits and costs. Important fac-

tors to consider when deciding whether to contract out work include:

* The quality and long-term sustainability of privatized services

* Working conditions for contracted workers

* The impact on the larger community

* Additional costs of contracting out, such as monitoring and enforcing existing
contracts, fixing poorly executed contracts, and providing public assistance to

contractors’ workers who receive low wages and benefits
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Few governments have developed comprehensive reforms in this area, but many
are taking the first steps to increase oversight and rationalize procedures when
deciding whether to contract out services."” The city of San Jose, California, for
example, has adopted two policies—the Service Delivery Evaluation Policy and
the Public Private Competition Policy—that establish a clear process to guide
outsourcing decisions. The policies support appropriate government delivery of
services by allowing public agencies that are administering poorly performing
programs to make readily achievable improvements before an agency may pursue
privatization. The policies feature strong upfront oversight—soliciting public and
city employee input and subjecting contracting decisions to council review—and

require a thorough evaluation of the ongoing costs of contracting out."®

Maryland enacted legislation this year that requires state agencies deciding
whether to contract out services to conduct an analysis of alternatives to the pro-
posed contract and to meet with the representative of the affected public-sector

workers to discuss the alternatives.'®

And Oregon passed legislation in 2009 that requires a written cost analysis

before contracting out any services valued at more than $250,000. The legislation
requires that state and local agencies demonstrate that contracting out work would
reduce costs when compared with using its own personnel and resources, unless
the agency “reasonably determines in writing” that using government personnel is
not feasible.” The government agency is also prohibited from privatizing services
if the cost analysis demonstrates that the lower wages and benefits paid by the
contractor are the sole reason why contracting out would be cheaper.*'

Other state and local laws have established requirements that are protecting social
goals and the public interest, or requirements that agencies must demonstrate a
significant cost savings before they are able to contract out services.”” For example,
Maryland statutes permit service contracts only if they do not adversely affect

the state’s affirmative action efforts and if they establish a minimum cost savings

requirement of 20 percent or $200,000, whichever is less.”®
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Prescreen contractors
for responsibility

State and local governments have sought to improve the quality of their contrac-
tor pools over the past decade by instituting more rigorous screening of prospec-
tive vendors. Their aim is to do a better job of weeding out those companies with
histories of violating workplace laws and other important regulatory protections.
States and localities have found that adoption of such programs—often termed
“prequalification” or “responsible bidder” programs—results in higher-quality
and more reliable services; increased competition among responsible contractors;
reduced project delays and cost overruns; reduced monitoring, compliance, and

litigation costs; and stronger incentives for compliance.*

Best practices incorporate a front-end prescreening process before selection of a
winning bid—a more reliable approach than a responsibility review conducted
for only the lowest-cost or presumed winning bidder. The prescreening should
involve a review of offerors’ compliance and financial records and proof of
insurance and licensing. Compliance review should look specifically at bidders’
records of compliance with workplace laws, including federal, state, and local

wage and safety laws.

Governments should also allow for stakeholder input during the review process,
evaluate the records of both contractors and subcontractors on each bid, and pro-
vide clear criteria on what constitutes disqualifying nonresponsible behavior so

that contracting officers have adequate guidance in evaluating potential bidders.

While the prescreening of contractors is essential to ensure an even playing field
for law-abiding companies to compete, this policy should be used in addition to—
not in lieu of—a comprehensive bidder evaluation process that includes a review
of factors such as experience on similar projects and past performance. (see page

9) This is to give high-road companies an advantage.
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Many states—including California, Connecticut, Illinois, Massachusetts,
Minnesota, and New York, as well as the District of Columbia, and cities, includ-
ing Los Angeles and New York City—have responsible bidder screening pro-
grams.” They have adopted these laws to improve the quality of their contractor
pools and to do a better job of identifying companies with long track records of
committing fraud, wasting taxpayer funds, violating workplace laws and other

important regulatory protections, and lacking the proper experience and licensure.

For example, Connecticut requires companies to prequalify before bidding on
state and local public works projects. The process includes a review of a company’s
integrity, work experience, personnel qualifications, financial condition, and safety
record and standards.?® Online prequalification forms require companies to report
on their histories of legal compliance and safety records, covering both private-

and public-sector work history.””

Massachusetts has also enacted a prequalification process for contractors that

are bidding on state and local public works projects; the process is manda-

tory for projects of more than $10 million and optional for smaller projects.?®
Prequalification is based upon a variety of factors, including the firm’s safety
record and history of compliance with workplace laws. The Massachusetts attor-
ney general’s bid compliance unit—which enforces the state’s prequalification law
and reviews challenges to agency contract award decisions—resolved 218 protests
in fiscal year 2009.”

Finally, Minnesota passed legislation last year that requires state and local govern-
ments to conduct a thorough review of a proposed contractor’s record on pub-
licly owned or financed construction projects on contracts valued at more than
$50,000. The process includes a review of a company’s safety record and compli-

ance with wage laws.*
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Use comprehensive criteria
to evaluate bidders

The practice of lowest-responsive, responsible bidder procurement—the tra-
ditional method of determining which bidder wins the right to a public works
contract—is often ineffective at delivering projects on time and on budget. Under
these types of procurements, once the contracting officer determines which
companies are considered responsive and responsible,* the officer is allowed to
compare the bidders only on the basis of lowest cost rather than to consider other
factors that affect the value that taxpayers receive, such as the contractors’ past

performance or technical expertise.

An alternative approach to procurement evaluates contractors based on a range
of factors beyond price, including experience on similar projects and past perfor-
mance in the evaluation. This allows the government to evaluate bidders based
on weighted criteria and can include best-value contracting, competitive sealed
proposals, or a request-for-proposal process. While price remains a significant
factor under these approaches, the consideration of additional criteria can give an

advantage to high-road companies.

This type of evaluation is widely used in federal contracting. In 2001, the U.S.
Navy released findings showing that when compared with lowest responsible bid-
der, or low bid, contracting, the use of comprehensive standards produced better-

quality products in less time and at lower costs.*”

At the state level, New Jersey’s competitive contracting laws empower munici-
palities and towns to evaluate bidders in specific industries—such as home care,
concessions, and food services—and on a range of performance factors such as
technical, management, and cost-related criteria.” The state has developed model
criteria that include questions on a bidder’s business integrity record; history and
experience performing similar work on time and on budget; and reliance on in-

house resources vs. subcontracting the work.**
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Likewise, when the District of Columbia passed wide-ranging contracting reform
language in 2010, it allowed the use of “competitive sealed proposals” to assess
bidders on evaluation factors, including price, quality of the items, performance,

and other relevant factors.>

In practice, comprehensive evaluation criteria can be used to help ensure that
workers are respected and that labor disputes do not slow contract delivery. In
Connecticut’s most recent statewide solicitation for security personnel, bidders
were asked to describe any employee incentive, recognition, and/or retention pro-
grams; the firm’s strategy and experience with a collective bargaining workforce;
past and/or present grievances, litigation, violations, and the solutions reached;

and the firm’s specific experience with standard wage regulations.*
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Uphold high standards
for wages and benefits

Cities and states, concerned about the poverty-level wages and limited benefits
that many government contractors provide to their workforces, have adopted
baseline wage and benefits requirements to protect contracted workers in low-
wage sectors, as well to as ensure that government contractors do not undercut
market wages in higher-wage sectors. In doing so, these state and local govern-
ments are working to ensure that when they contract with private companies to
provide services for the government, they create quality jobs in the process. These
standards are set through living wage laws, as well as through the extension of

prevailing wage laws to low-wage service workers.

More than 120 cities and one state—Maryland—have adopted living wage laws
that require that public contractors to pay their workforces a nonpoverty wage.*’
This is typically defined by using a multiple of the federal poverty guidelines. For
example, St. Louis defines its living wage as 130 percent of the federal poverty
guidelines for a family of three, which as of April 2015 translated to $16.18 per

hour for workers who were not provided health insurance.*®

The Board of Commissioners of the Port Authority of New York and New Jersey
used its authority to adopt a policy last year that requires contractors to com-
ply with a living wage standard.?” The program is starting with airport contract
workers in positions that affect passenger safety and security at John F. Kennedy

International, Newark Liberty International, and LaGuardia airports.

Even cities and states with existing living wage laws can take steps to strengthen
them further by ensuring that they keep pace with the growing public support for
higher minimum wage laws and the rising cost of living, as well as increases in the

price of health care.
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Also, governments in states and cities—such as Connecticut, California, New
Jersey, New York state, and New York City—have taken another approach by
extending prevailing wage laws, long used to protect contracted construction
workers, to certain types of low-wage service-sector contractors.* Prevailing wage
standards typically focus on industries such as building services and construc-
tion, where in many locations the market rate that is paid by better employers is
higher than the level of most living wage laws. These laws require that contractors
pay their workers at least what the majority of companies pay their workers in the
same industry and occupation, therefore ensuring that state and city purchasing

does not support employers that are driving down job standards in the sector.

Some governments extend prevailing wage coverage to reach other jobs that are
created by city taxpayer dollars. For instance, Pittsburgh enacted a service worker
prevailing wage law that covers grocery, hotel, food service, and building service
workers in economic development projects that receive $100,000 or more in city
subsidies.*! Likewise, California’s prevailing wage law applies to all “public works,”

which include work that is paid for in whole or in part out of public funds.*

Jersey City, New Jersey, passed a law in 2012 that combines the best features of
prevailing and living wage ordinances. The ordinance requires that workers on
janitorial, unarmed security, clerical, or food services contracts be paid the high-
est of the following: 150 percent of the federal minimum wage; the hourly wage
for work performed within the city under the collective bargaining agreement
for a similar job category covering at least 200 workers; or the hourly rate paid

to workers in the relevant classification under a preceding qualified contract.*
The ordinance requires that contracts covered by the law indicate the hours of
work required and a stipulation that those workers shall be paid not less than the
standard hourly rate for the relevant classifications, ensuring that bidders comply

with the requirements.

Other communities have focused on ensuring that public contractors respond
to the emerging needs of workers in today’s workplace and allow them a voice
on the job. Houston and San Francisco, for example, responded to the hidden
costs to taxpayers and the public health care system that are generated by work-
ers without health insurance coverage by requiring contractors to provide health
benefits to their employees or pay into a fund to offset the cost of services for

the uninsured workers.*
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And Santa Clara County, California—Ilocated in the center of Silicon Valley—
passed a comprehensive contractor wage and benefits standard late last year.* The
new law includes a contractor wage standard of $19.06, which falls to $17.06 if
affordable health benefits and employer retirement contributions are offered; up to
12 earned sick days each year; reliable advance notice of work scheduling; a path-
way for part-time workers to move into full-time jobs; local and targeted hiring so
that these jobs provide economic opportunity to disadvantaged residents; worker
retention requirements to allow the existing workforce to retain their jobs when a
new contractor is selected;* and protections to ensure that employees who would
like to form a union are able to do so and that workers are able to request their

rights under the living wage law without fear of employer retaliation.”

Cities and states that have adopted wage and benefit standards for public contracts
have found that they not only deliver better jobs for workers but also that the
higher wages result in reduced staff turnover and increased productivity, improv-
ing the quality and reliability of contracted services.* Analyses have generally
found that living wage and health benefit requirements have increased contract-
ing costs only modestly, if at all.* Maryland found that adopting the living wage
requirement improved competition for state contracts by attracting more high-
road vendors—nearly 30 percent more bidders on average—to submit bids for
government work.*® Nearly half of the contracting companies interviewed in a
report that assessed the impact of Maryland’s living wage law reported that the
new labor standards encouraged them to bid for state contracts because they lev-
eled the playing field.*!
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Implement incentives to
raise wages and benefits
above the legal floor

Some governments have also developed ways in the contractor selection process
to give extra consideration to employers that create good jobs. Baseline require-
ments set the floor, while incentives for high-road labor practices can help encour-

age companies to raise standards even further.>

Government agencies frequently evaluate bidders’ proposals based on the
strength of a bidder’s technical ability and past performance record as they seek
contractors that will provide the best value for the taxpayers, not simply the lowest
price. (see section on page 9) They should use the same type of system to evaluate
contractors on the quality of their workplace practices. Basing bidders’ scores in
part on the quality of workplace practices, as well as other comprehensive criteria,
can increase the likelihood that companies with better practices will win contracts

and help motivate companies to improve their working conditions.

Government should give significant weight when evaluating bidders’ proposals to
those employers that pay a decent wage, provide benefits, and offer paid leave to

their employees.

Incentives can potentially play a useful role in improving job standards beyond the
contracted workforce and can reward employers that successfully create quality
jobs. Cities and states can encourage employers to improve job standards broadly
by evaluating job quality across a bidder’s entire workforce that is located within

the jurisdiction, rather than evaluating only standards for contracted workers.

One city that gives extra consideration in the procurement process to high-road
workplace practices is El Paso, Texas, which makes medical benefits a positive

evaluation factor—along with price, reputation, and past performance—in mak-
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ing best-value contract award decisions.* The medical benefits that prospective
contractors provide to their employees are evaluated on a sliding scale, and the
resulting score represents a portion of the overall score for the bid, with price

remaining the most significant factor.

The city of San Jose, California, evaluates labor practices as part of its bidder
selection process as well. The city’s living wage policy requires covered contracts
to undergo a “Third Tier Review” in which the city evaluates whether offerors’
employees receive paid leave and if bidders give adequate assurances of labor
peace.** In competitions between public-sector workers and private bidders, the
city also evaluates bidders’ provision of employee benefits, employee complaint

procedures, and compliance with state and federal workplace standards.
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Broaden the reach of responsibility standards

Responsible contracting reforms are helping state and local
governments across the country ensure that jobs funded by
taxpayer spending are good, family-supporting jobs. Lawmak-
ers can raise job quality across their regional economies by
applying these models more broadly to include more types of
governing bodies, as well as other types of private-sector jobs
that are supported with taxpayer dollars or with significant

government oversight.

Governing authorities that adopt responsible contracting
reforms range from state, city, and county governments, to
community colleges and school districts, to independent and
quasi-governmental agencies. For example, the School District of
Philadelphia uses a precertification process to ensure that all bid-
ders on construction contracts have proper experience, financial
capability, safety standards, and legal compliance histories.>

And after Mayor Rahm Emanuel (D) signed an executive
order last year to establish a $13 contractor minimum wage,
he asked Chicago’s sister agencies—including the Public
Building Commission, Chicago Public Schools, the Chicago
Transit Authority, City Colleges of Chicago, and the Chicago
Park District—to adopt the standard.>® Likewise, the Board of
Trustees of the Hudson County Community College in Jersey
City, New Jersey, passed a resolution in 2013 that adopted

a living wage policy passed by the Hudson County Board of

Chosen Freeholders earlier that year.>”

A number of local authorities that govern airports—includ-
ing San Francisco International Airport, Lambert-St. Louis
International Airport, Oakland International Airport, Los
Angeles International Airport, and the Miami International
Airport—have adopted job standards as well.>® These can
include wage and job training standards for workers who are

not directly employed as government contractors but who are
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employed by companies that are contracting with the airline
carriers—such as airplane cleaners, baggage handlers, and
passenger assistants—as well as employees of airport lessees
and concessionaires.

In addition, governments have often adopted responsibility
reforms for jobs that are funded through other types of govern-
ment spending. At least 50 local living wage standards extend
wage requirements to jobs that are funded with economic

development financial assistance.>

And while responsible contracting laws often exempt non-
profit organizations, Boston, Massachusetts, has extended its
living wage requirements to nonprofits that are contracting

with the city government.®

Finally, cities such as Seattle, San Jose, and Los Angeles

have created a public bidding process that includes a new
level of oversight in municipal trash and recycling collection
systems that will help boost environmental outcomes and
job standards.®’ For example, Los Angeles is moving from a
system where dozens of waste collection companies compete
to haul the trash of commercial and large apartment build-
ings in the purely private market to a city-regulated, exclusive
franchise system that will divide the city into 11 zones.5? The
new system aims to promote fair pricing and good value for
consumers, reduce citywide traffic, and ensure that winning
bidders comply with both environmental and job-quality
standards—including safety review, contractor living wage,

and worker retention requirements.

Cities and states should work to continue to expand on these
models and experiment with new ways in which other govern-
ment oversight roles—such as business licensing and nonprofit

status—can be used to uphold high workplace standards.**



Perform strong post-award
enforcement

State and local governments have also found that protecting workers and taxpay-
ers requires continued oversight after bids have been awarded. Governments must
have the capacity to continuously monitor post-award legal compliance—espe-
cially in high-violation industries and locations—and to make sure that potential
lawbreakers know that their ability to complete the existing contract or obtain
future contracts will be jeopardized by serious noncompliance. Best practices
include requiring companies to certify that they are complying with the law; creat-
ing processes for law-breaking companies to come into compliance; and adopt-
ing targeted enforcement strategies and partnering with other stakeholders on

enforcement efforts.

Some governments require contractors to submit certifications on a weekly basis,
showing that they have complied with a range of labor, employment, and tax laws.
Contractors that fail to comply face sanctions, including removal from the project.
Contractors that have three or more violations in Worcester, Massachusetts, for

example, are permanently barred from receiving municipal contracts.®®
)y y

Cities and states are also using innovative strategies to catch law-breaking con-
tractors. Los Angeles, for example, uses a Joint Labor Compliance Monitoring
Program to enforce its prevailing wage laws.* The city’s Bureau of Contract

Administration trains and gives workers credentials to interview employees of
contractors and subcontractors at their worksites to ensure that they are being

paid the legal wage standard.

Similarly, Seattle and San Francisco contract with community groups to help
uphold compliance with local workplace laws for all municipal employers.*” For
example, San Francisco’s Office of Labor Standards Enforcement contracts with
worker centers, community groups, and legal aid organizations to provide educa-
tion on local worker protection laws, assist workers with potential claims, make

attempts to settle cases, and make referrals to municipal enforcement.*®
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In another model, the Sweatfree Purchasing Consortium brings together state
and local jurisdictions that have passed laws barring companies that use sweat-
shop labor from receiving government contracts to share the costs of monitoring
contractors and from enforcing “sweatfree” requirements. Participating govern-
ments include Maine; New York; Pennsylvania; Ashland, Oregon; Austin, Texas;
Berkeley, California; Chicago; Ithaca, New York; Los Angeles and San Francisco;
Madison and Milwaukee, Wisconsin; Seattle and Olympia, Washington; Portland,
Oregon; Santa Fe, New Mexico; and University City, Missouri.®” The consortium
is working to improve compliance in the apparel industry by working with facto-
ries to verify compliance and by coordinating with brands and vendors to ensure
responsible business practices, including fair pricing, reasonable production

scheduling, and long-term business commitments.
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Increase data collection
and transparency

Good data collection, analysis, and public disclosure—including information
about working conditions and past legal violations—can help ensure compliance
with responsible contracting policies and promote public confidence in govern-
ment decision making. Moreover, strong disclosure policies empower workers and
other stakeholder groups to expose law-breaking contractors’ incorrect reporting

and promote even higher standards.

State and local governments can strengthen contractor accountability and reduce
wasteful and abusive practices by centralizing the collection of contracting data
into a single or relatively small number of databases. Contracting officers should
be required to consult these databases, particularly the data on contractor respon-
sibility, when they are evaluating bids. The public also should have access to this
information online so that individuals can note when data are inaccurate and can

raise their own concerns regarding bidders and contracting practices.

Many state and local governments consider legal violations in determining
contractor responsibility, but the value of this information can be strengthened
by sharing it among government agencies and across jurisdictions. Contracting
officers should not rely only on bidders’ self-reporting of legal compliance; they
also should have access to information from their government’s other enforce-
ment databases. As discussed above, the Sweatfree Purchasing Consortium allows

jurisdictions to share responsibility data.

Although many state and local governments make contract and legal compliance
data publicly available, the data’s comprehensiveness and ease of access varies
significantly. When the District of Columbia passed comprehensive contract-
ing reform language in 2010, it created a transparency website. The site provides
details on contracts in excess of $100,000—including an upload of the contract
and any determinations and findings, contract modifications, change orders,
solicitations, or amendments of the original contract—for the duration of the

underlying contract or five years, whichever is longer.”
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Massachusetts maintains the online COMMBUYS database that allows the public
to browse through active contracts and search for contracts by a variety of fac-
tors, including vendor name, date ranges, and awarding authority.”" The database
includes summaries of the contracts, including price and detailed vendor infor-
mation. And in 2013, former Rhode Island Gov. Lincoln Chafee (D) signed an
executive order to significantly expand the information about the state govern-
ment—including contracts, grants, and quasi-public agency expenditures—which
is available online.”” The transparency portal allows the public to search for

contracts by vendor, awarding agency, and start and end dates.”

Also, New York City maintains Vendex—a centralized database that provides
information online on the number, cost, awarding agency, and start and end dates
of a firm’s contracts and subcontracts.” The database does not display informa-
tion on job quality, working conditions, or past legal violations online, but the city
government allows access to this information at the Mayor’s Office of Contract

Services Public Access Center.

The city of San Jose makes “Third Tier Review” reports for winning bids available
to the public, but the data are not currently published online. These reports evalu-
ate bidders on a variety of factors, including employee benefits and compliance
with workplace standards—as discussed in the “Implement incentives to raise

wages and benefits above the legal floor” section of this report.

Finally, Connecticut passed legislation last year that requires the state’s
Department of Administrative Services to post online an explanation for any con-
tract extension that was entered into without a competitive bidding process and to

submit an annual report of those explanations.”
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Conclusion

Growing numbers of state and local governments are adopting responsible con-
tracting reforms to improve the quality of jobs that are generated by their procure-
ment spending. This report provides proven models for raising standards among
contractors. By adopting the suite of policies profiled here, governments will not
only help workers but also will ensure that law-abiding businesses can compete on
an even playing field and that taxpayers receive good value for their investment in

government projects.
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