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Prevailing Wages Can
Build Good Jobs Into
America’s Electric
Vehicle Industry
By instituting prevailing wage policies, policymakers can ensure that the jobs they subsidize in
one of America's newest industries offer fair wages and benefits.
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Introduction and summary
Federal and state governments are playing a leading role in supporting domestic electric
vehicle (EV) production, which presents a historic opportunity to establish high

Auto assembly workers lower a truck onto an assembly line at an electric vehicle plant in Normal, Illinois, on April 11, 2022. (Getty/Brian Cassella)
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standards for workers in the transformation of one of America’s strongest
manufacturing sectors. Designing and implementing a new prevailing wage policy
would help ensure that the high labor standards of the existing automotive industry
continue in the transition to new EV jobs.

Over the next decades, sales of EVs will likely surpass those of cars and trucks powered
by gas-powered engines, transforming America’s automotive industry and automotive
jobs. The federal government is investing heavily in this transition, with billions of
dollars of investment in the Infrastructure Investment and Jobs Act (IIJA) dedicated to
supporting EVs, and President Joe Biden’s economic agenda promises to go even
further. In addition, state governments are making investments of their own, offering
rebates for consumers purchasing EVs and tax incentives for companies building new
plants.

Without effective policies in place, however, the transition to EVs could reduce the
quality of jobs in the auto sector.

Autoworkers have fought hard through collective action over many decades to make
existing auto sector jobs a route to the middle class, especially for Americans without
college degrees. In contrast, many domestic EV producers offer lower wages, fewer
benefits, and less opportunity for pay advancement—with worse working conditions for
their employees.

To help ensure that the transition to EVs creates high-quality jobs, federal and state
governments should create a new type of prevailing wage law. Prevailing wage laws
require that government-subsidized firms pay at least the basic hourly rate of wages and
benefits paid to similarly employed workers. These laws ensure that government
spending supports a well-qualified workforce and does not drive down standards. They
are common on government construction projects and for contracted government
services, although they have not been frequently used in manufacturing. Thus, the
prevailing wage concept holds great promise for maintaining high standards in the auto
industry as it electrifies, but the policy must be properly adapted to the new jobs.

A properly designed EV prevailing wage policy should:

■

■

■

■

■

■

■

Provide guidance for determining the most comparable workers, ensuring that

existing internal combustion automobile jobs can help provide reference points for

new EV jobs.

Use national wage determinations when appropriate, so that subsidized firms are

not provided additional incentives to move production elsewhere in the United

States.

Prioritize the use of actual wage and benefit rates paid to comparable workers,

known as the modal rate.

Provide a clear threshold for when the modal rate is considered prevailing, such as

a certain number of workers covered by a collective bargaining agreement.

Ensure that appropriate data are collected or made available so that prevailing

wage calculations accurately reflect market conditions.

Provide for regular updates of wage determinations.

Ensure effective enforcement mechanisms.
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These recommendations apply to prevailing wage policies that could be adopted by
either the federal or state governments and applied to any type of EV subsidy, whether a
grant, loan, tax incentive, or consumer rebate. For example, the federal or state
governments could pass policies to ensure that firms that receive grants or tax
incentives to help build or update an EV manufacturing facility are required to pay the
prevailing wage. Similarly, federal or state consumer rebates for the purchase of an EV
could include a requirement that these rebates go only to firms paying the prevailing
wage. Indeed, governments in high-wage states could adopt this type of policy to help
ensure that their workers are able to compete on a level playing field for these jobs.
Ultimately, wherever federal or state governments are providing financial support for
EV manufacturing, an opportunity is available to apply a prevailing wage policy.

Battery cell manufacturing illustrates how important a properly designed prevailing
wage law could be for maintaining high labor standards. Batteries are the most valuable
part of EVs and are central to the EV supply chain, similar in importance to the
powertrain—the engine, transmission, and driveshaft—in an internal combustion
vehicle. Furthermore, both types of manufacturing jobs require similar worker skills.
Yet, reports suggest that EV battery manufacturing jobs sometimes pay wages less than
$20 per hour,  whereas a typical unionized auto assembly worker makes around $60 per
hour in wages and benefits.

If union contracts covered enough workers so that the union rate was considered the
prevailing rate—which can occur with other types of prevailing wage laws—workers at
subsidized firms nationwide would receive at least $60 per hour in total compensation.
Thus, a properly designed prevailing wage policy can help build a strong domestic EV
supply chain that offers American workers a route to the middle class, just as the
traditional auto sector has for generations. Yet, the battery cell manufacturing example
also shows that if better data are not made available, prevailing wage calculations could
lead to much lower rates that would undermine existing standards.

Establishing high standards now, while U.S. electric vehicle production is still in its
infancy, could affect earnings for autoworkers for years to come. As important as it is, a
prevailing wage is not the only policy necessary to ensure high standards in the EV
transition. Other needed policies include those that prevent discrimination, promote
domestic production, ensure compliance with existing workplace laws, and respect
workers’ right to join a union and bargain collectively.  Indeed, unionized workers
enjoy many advantages compared with nonunion workers—such as safer workplaces,
grievances procedures, protections from retaliation, and a strong voice—that are not
addressed by a prevailing wage policy. Still, a prevailing wage would be a particularly
important policy for ensuring high standards in EV jobs.

Moreover, this type of policy and its broader application could be critical to supporting
job quality in the larger manufacturing sector—not just in EV manufacturing. Indeed,
workers in the auto industry and other parts of the manufacturing industry have been
struggling to hold on to their high standards since even before the EV transition began.
The increased use of temporary workers, among other factors, is putting increased
downward pressure on compensation in auto assembly and manufacturing more
generally.  A prevailing wage policy can help with these challenges as all workers on
subsidized jobs—whether temporary or permanent—would be paid at least the
prevailing hourly rate.
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Establishing high standards now, while U.S.
electric vehicle production is still in its
infancy, could affect earnings for
autoworkers for years to come.

The EV transition provides an important inflection point for policymakers and an
opportunity to promote high standards. On a few occasions in the past, during major
transitions in important industries such as railroads  and transit,  policymakers have
passed legislation to protect the high standards that workers have achieved through
collective bargaining. This is another occasion for policymakers to do the same.

The following sections of this report explain in more detail why a prevailing wage law is
critical for the production of EVs and how such laws could work. The report provides
background on EV production, reviews how existing prevailing wage laws operate,
discusses the elements of a model prevailing wage policy, and provides an illustrative
example to show how EV prevailing wages could be calculated.

Workers should not be left behind in
America's transition to electric vehicles
Spurred on by governmental emissions requirements and tax incentives, American
consumers will soon transition from cars and trucks powered by fossil fuels to electric
vehicles powered by batteries. The domestic auto industry, which employs nearly 1
million Americans in manufacturing across the country,  will retool from supplying
internal combustion engines and associated powertrain components to the electric
motors and batteries that power EVs. This transition will create hundreds of thousands
of jobs to meet rising demand for EVs, which are projected to make up more than 50
percent of all passenger vehicle sales by 2040.  The Biden-Harris administration
promises to accelerate that transition, setting a target for EV sales to reach 50 percent
by 2030.

Much like the engine and drivetrain powering an internal combustion engine vehicle,
batteries not only power EVs but also sit at the center of the entire EV supply chain and
manufacturing process. Batteries—including the manufacturing of battery cells,
modules, and packs that power EVs—are one of the most valuable single parts of an EV
and comprise roughly 25 percent to 30 percent of the vehicle’s overall part value.
Indeed, because of the high costs of the battery, the EV powertrain is more expensive
than the internal combustion engine powertrain.

Today, most of the EV battery supply chain is located in China,  but the federal
government is committed to fostering a robust American EV battery sector. The IIJA
allocated $3 billion in spending on battery manufacturing grants and an additional $3
billion in battery material processing grants, on top of $500 million for a zero-emission
school bus program and $200 billion for EV battery recycling.  Some states have gone
even further in offering subsidies and tax breaks to encourage firms to build factories
and consumers to buy EVs.

EV battery manufacturing in the United States is currently known for low wages and
poor working conditions.  For example, the White House supply chain report found
that jobs in the new EV battery sector pay just $17 to $21 per hour.  One company
—Tesla, which alone accounted for nearly half of U.S. EV sales in 2017 —has faced
allegations of low pay,  racial discrimination,  labor law violations,  and dangerous
working conditions.  The company even relocated from California to Texas after a
company executive experienced frustration with local orders halting production during
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the COVID-19 pandemic.  At the same time, Tesla has received billions of dollars in
federal and state subsidies and incentives.  Recently, Tesla, seeking additional tax
incentives, claimed in a presentation to lawmakers in Travis County, Texas, that it
would offer local workers a “living wage” of $15 per hour.  While $15 per hour may be
above the minimum wage in many communities across America, it is not a living wage
in most parts of the country and is far from a family-supporting, middle-class wage.

The White House supply chain report
found that jobs in the new EV battery
sector pay just $17 to $21 per hour.

Major automakers often produce the engines and transmissions that drive gas-powered
vehicles in-house at rates on par with industry standards. Yet when it comes to the
battery cells that power EVs, these automakers often rely on imports from battery
companies or create joint ventures with battery companies that will pay manufacturing
workers at rates well below industry standards.

The quality of EV jobs contrasts starkly with the gas-powered auto industry, where
American autoworkers earn far higher wages and benefits, largely won through
collective bargaining. While roughly 9.3 percent of workers across America’s entire
manufacturing industry were unionized in the period from 2016 to 2020, that
proportion nearly doubles to 17 percent in the auto sector, leading to higher median
wages compared with their nonunion counterparts, especially for workers without
college degrees.  Internal combustion autoworkers not only earn much more in
general than those in the EV sector, they also have a chance to earn significantly more at
the top end of the pay scale, reached by gaining additional skills and experience.

America’s high-wage, well-paid, and highly unionized auto industry based around
internal combustion vehicles is at risk of being supplanted by EV jobs with lower wages
and working conditions. Yet, the transition to EVs also presents a tremendous
opportunity to establish high job standards in a new and growing portion of the
industry and support American competitiveness for decades to come.

Prevailing wages maintain high
standards for workers
U.S. policymakers will need to take many steps to help support domestic electric vehicle
manufacturing that produces high-quality jobs. These steps include promoting
domestic content, developing a comprehensive strategy to responsibly mine and recycle
critical minerals, and ensuring that companies receiving federal funds respect workers’
right to join a union and bargain collectively and do not discriminate against workers
based on race and ethnicity, religion, sex, sexual orientation, gender identity, national
origin, disability, or veteran status.  Prevailing wage laws should be part of this
strategy, as they can be a powerful tool for maintaining high-wage standards for U.S.
autoworkers.

A prevailing wage is a minimum hourly wage and benefits standard comparable to what
workers employed in similar jobs receive. When the government institutes a prevailing
wage standard for a contract, grant, or tax subsidy, it requires that employers on that
project pay all of its employees at least as much as those workers would expect to earn
for a similar job in their industry. By basing its wage determinations on typical market
wage rates already received by workers in an occupation or industry, the government
can prevent firms from competing by short-changing workers and undermining existing

https://www.americanprogress.org/article/prevailing-wages-can-build-good-jobs-into-americas-electric-vehicle-industry/

https://www.americanprogress.org/article/prevailing-wages-can-build-good-jobs-into-americas-electric-vehicle-industry/

https://twitter.com/intent/tweet?url=https%3A%2F%2Fwww.americanprogress.org%2Farticle%2Fprevailing-wages-can-build-good-jobs-into-americas-electric-vehicle-industry%2F&text=The+White+House+supply+chain+report+found+that+jobs+in+the+new+EV+battery+sector+pay+just+%2417+to+%2421+per+hour.


standards that workers and their employers have established.

The federal government has required prevailing wages in its service and construction
contracts for decades and has extended the use of prevailing wages to other types of
spending, such as grants and tax expenditures. These standards allow the government
to ensure companies receiving its money do not erode wages for workers in the existing
labor market.  Prevailing wage standards have proven successful at avoiding a race to
the bottom that prevents contractors from winning bids by offering workers poverty
wages. They also ensure that the government receives good value for its investment by
reducing turnover and supporting a well-qualified, experienced workforce.

Moreover, prevailing wage laws have been shown to support jobs offering good wages
and benefits. Prevailing wage laws have offered construction workers a route to the
middle class  and increased wages and enrollment in health insurance for service
workers such as janitors.  They have also been shown to close racial pay gaps in both
the construction  and service sectors,  as employers must pay all workers the same
minimum rate, regardless of race, leading to especially large compensation gains for
workers of color. Indeed, as the Congressional Black Caucus notes, prevailing wage laws
protect “workers against exploitation regardless of race, ethnicity, gender or union
membership.”

These effects likely extend to manufacturing jobs: Indeed, the federal government once
required prevailing wages to be paid to workers on manufacturing contracts to
“eliminate the practice under which the Government is compelled to deal with
sweatshops” under the Walsh-Healey Public Contracts Act of 1936. However, lawsuits
from businesses and anti-worker legislation have effectively rendered the law
moribund.

Prevailing wage laws also encourage competition by leveling the playing field. Indeed,
research has shown that prevailing wages do not reduce the number of bidders for
contracts and in many cases actually increase it.  Similarly, uniform contracting wage
standards, such as living wage laws, have also increased competition for government
contracts.  Whether a prevailing wage for EV workers would, like other types of
prevailing wage laws, maintain or increase competition in the U.S. industry is not
known, yet there is suggestive evidence that it would.

By basing its wage determinations on
typical market wage rates already received
by workers in an occupation or industry,
the government can prevent firms from
competing by short-changing workers and
undermining existing standards that
workers and their employers have
established.

And while critics may worry that EV manufacturing will go abroad if compensation
standards are maintained, EV subsidies and regulations should—as some already do—
come with domestic content requirements, and state subsidies often have similar local
requirements.  Furthermore, labor costs are a relatively small part of battery
production costs,  and other countries—most notably Germany, where autoworkers
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earn far more than their U.S. counterparts—have shown that a high-wage strategy can
be competitive.  In addition, the scale of subsidies is quite large and thus is likely to
encourage firms to enter the market. Some estimates suggest that firms can receive
$100,000 in subsidies per EV job.  Indeed, over the past several years, there have been
numerous major battery manufacturing projects announced in the United States.

Finally, prevailing wage laws can help protect the gains workers have achieved through
collective bargaining because they prevent low-road contractors from undermining
existing standards. Indeed, prevailing wage laws tend to be particularly important for
protecting market rates in areas with strong unions.

Applying the prevailing wage concept to
electric vehicles
The concept of a prevailing wage is simple: Jobs subsidized by the government should
be paid at least what similar workers are already receiving. Nonetheless, there are
several factors that must be considered in correctly determining the prevailing wages
and benefits for electric vehicle jobs. A properly designed EV prevailing wage policy will
need to have a number of specific features.

To illustrate these features and how an EV prevailing wage policy could work in
practice, the authors chose to use the example of EV battery cell manufacturing because
of its importance to the industry, although an actual prevailing wage policy should apply
to a broader range of EV jobs. Battery cells are a particularly valuable part of an EV and
are a critical part of the car’s supply chain. Labor standards for battery cell
manufacturing will be a critical marker for the future EV-focused domestic auto
industry as a whole. A properly designed EV prevailing wage policy should include the
features listed below.

Provide guidance for determining the most comparable
workers, ensuring that existing internal combustion
automobile jobs provide reference points for EV jobs

While there are important nuances that may be necessary to consider for a particular
calculation, the basic approach for a prevailing wage policy for EVs should be to use the
compensation for the comparable internal combustion engine vehicle jobs. This
approach is consistent with existing practice for calculating other types of prevailing
wages: When data for a precise occupation do not exist, U.S. Department of Labor
(DOL) analysts must instead rely on similar jobs for their calculations.

Internal combustion engine manufacturing jobs are the appropriate comparison for EV
battery cell manufacturing jobs. Both are at the center of the automobile value chain
and are done in plants of similar size, and quality control is critical since mistakes can
be quite costly. Furthermore, the skill requirements are quite similar. According to a
detailed study that compared eight different physical, cognitive, and social skill
requirements for EV and internal combustion engine manufacturing, the skill
requirements for battery cell manufacturing “lie within” the internal combustion
engine powertrain manufacturing skill requirements.  The skill requirements between
these jobs are therefore comparable to the battery manufacturing equipment operators
requiring higher skills on average.

Emphasize national wage determinations when
appropriate so that subsidized firms are not provided
additional incentives to move production elsewhere in the
United States

When calculating a prevailing wage for EVs, a particularly important factor to consider
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is the relevant geographic area of labor market competition within the United States.
The DOL should use national compensation rates when considering the EV labor
market.

Although many prevailing wage calculations are based on a local geography, when the
relevant labor market is nationwide, the DOL has used nationwide compensation
figures. Indeed, nationwide wage determinations were a regular practice under the
Walsh-Healey Public Contracts Act, with courts noting that this was necessary to
preserve the purpose of the act.  The U.S. Court of Appeals for the District of
Columbia Circuit found that to do otherwise in certain industries would “freeze the
competitive advantage of concerns that operate in low-wage communities and would in
effect offer a reward for moving into such communities.”

Prioritize the use of actual wage and benefit rates paid to
comparable workers

Prevailing wage determinations require an analysis of the market rate for a particular
occupation and geography. The Davis-Bacon and Related Acts (DBA) and the Service
Contract Act (SCA) prevailing wage laws prefer to make this determination based on
the actual wage rates paid to comparable workers. As the DOL recently noted, “The
definition of first choice for the term ‘prevailing wage’ should be an actual wage rate
that is most widely paid.”  This preference for wages that already exist in the market is
generally calculated based on a modal rate: the most commonly occurring single wage
rate. According to DOL practice for DBA and SCA calculations, if the modal wage
reaches a threshold level, it is considered prevailing.

If the modal rate does not reach the threshold level for EV jobs, another measure of
central tendency, such as mean or median, should be used, as is standard in DBA and
SCA policies. More generally, the existing and successful DBA and SCA programs—and
similar state policies—should serve as broad models for prevailing wage calculations;
government programs that calculate wages for migrant labor should not. Migrant labor
policies, such as the H1-B program, may use the term “prevailing wage,” but they rely on
a deeply flawed methodology for their calculations that allow employers to pay
“migrant workers well below market wages,” according to an Economic Policy Institute
analysis.

Provide a clear threshold for when the modal rate is
considered prevailing

Currently, under DBA and SCA regulations, the modal rate is considered prevailing
when more than 50 percent of workers receive the same rate. Proposed rules for the
DBA would lower this rate to 30 percent in order to ensure that the wage standard
better reflects actual wage rates paid to workers—returning to the standard used prior
to 1982, when the current 50 percent threshold was established during extensive
rewrites of DBA regulations.

Several states use a similar or lower threshold for modal rate calculations.  For
example, Illinois’ prevailing wage law considers rates for work performed under
collective bargaining agreements in the locality, provided that the agreements cover at
least 30 percent of workers,  and Minnesota calculates its construction prevailing
wage rate based on the “actual wage rates paid to the largest number of workers within
each labor classification reported in the statewide survey.”  Some states refer directly
to union contracts in calculating their modal wages: Connecticut’s wage-setting process
takes into consideration the largest statewide collective bargaining agreement, provided
that the contract covers at least 500 employees.

Prevailing wage calculations also include benefits, which can be provided by the
employer in the form of a cash equivalent. A prevailing fringe benefit calculation is
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similar to the wage calculation discussed previously. Under DBA procedures, if a benefit
is received by enough workers to reach the required threshold, it is considered
prevailing.  Otherwise, another measure of central tendency is used. The fringe
benefit amount typically includes the value of health and life insurance coverage, sick
leave, retirement plans, and vacations and holidays,  though it can include additional
benefits, such as when union contracts set the prevailing rate.

A model policy should set the modal standard at either 30 percent of workers in a
particular occupation or preferably at a numerical standard—such as the standard used
by Connecticut—rather than at a percentage, as a standard based on a total number of
workers paid the same rate is easier to calculate and enforce than one based on a
percentage.

Ensure appropriate data are collected or made available
so that prevailing wage calculations accurately reflect
market conditions

Determining whether the union rate is the modal—and therefore prevailing—rate for
battery manufacturing is difficult and somewhat uncertain with existing publicly
available data. For example, production data suggest that around half of the vehicles
assembled in the United States are produced at unionized facilities,  which implies
that the union wage could possibly be the modal wage—particularly if a threshold
similar to what is used in Connecticut is applied. Yet, the publicly available data—which
are for broader categories of workers—indicate lower unionization rates in auto
manufacturing. Thus, there is a chance the union rate is modal and therefore prevailing,
but the authors cannot be certain based on existing publicly available data.

A model policy should ensure that the DOL conducts a new survey to collect
appropriate data on comparable jobs for EV prevailing wage calculations as well as
collects data from unions on the extent of contract coverage.

For this report’s modal-style illustrative example, the authors refer to the union
contracts for auto assembly workers and reports about them.  Although analysts
typically issue different determinations for each job category on a contract, the authors
offer for simplicity a single example for a prevailing wage determination for a
production auto assembly worker. SCA-covered cooks in New York City, for instance,
can earn one of several different prevailing wages depending on their job
classification.  Similarly, a worker on an EV battery assembly line could be assembling
individual battery cells, combining those cells into larger battery packs, or recycling old
packs for their raw materials.

While reports do not provide a precise modal rate, they suggest that the typical
unionized powertrain assembly worker earns about $60 per hour in wages and benefits,
with more senior and skilled workers earning significantly more.  If the union rate
were the modal rate, the prevailing hourly wage for EV battery cell manufacturing
workers would be $60 per hour in total.

A prevailing wage of more than $60 is consistent with examples from construction and
service prevailing wage laws, showing that these types of laws tend to produce the
highest compensation rates when some employers in the industry already pay decent
wages and benefits, as is often the case in areas with strong unions. For example, the
prevailing hourly rate for electricians in Chicago is more than $85;  $69 for certain
laborers in New York City;  $61 for forklift operators in Chippewa County,
Michigan;  and $54 for boilermakers in Cullman County, Alabama.

It is important to note that the authors performed an alternative prevailing wage
calculation based on estimates of median compensation for auto assembly jobs,
discussed in greater detail in the Appendix, which led to a much lower prevailing wage
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rate calculation of approximately $36 per hour. The median-based alternative assumes
that the union rate is not the modal rate. The alternative estimate relies on publicly
available data which do not allow for appropriately precise comparisons to comparable
jobs. Indeed, the alternative estimates are much lower than what even the typical
nonunion auto assembly production worker earns—$50 per hour in combined wages
and benefits—suggesting they may not be the most accurate.  The wide differences in
wage determinations highlight the risk that a poorly designed prevailing wage policy
could set standards that are too low. But with a prevailing wage policy that is correctly
specified, including with proper data collection and availability, high standards can be
upheld.

Provide for regular updates of wage determinations

Just like other prevailing wage policies, an EV prevailing wage should be regularly
updated so that changes in the market are properly reflected in the prevailing wage
calculation. For example, some SCA and DBA wage determinations are updated once
per year.

Ensure effective enforcement mechanisms

In order to ensure that worker protections are effective, prevailing wage laws must
guarantee robust government enforcement, require certified payrolls, provide strong
individual rights to action, and support partnerships with worker advocates to ensure
that victims of wage theft know their rights and are willing to come forward.  This is
particularly important as the auto industry commonly uses temporary staffing firms,
where wage theft and other workplace violations are more common.  The
enforcement policy used by Los Angeles County, where the unified school district
partners with trade unions to help enforce the prevailing wage laws on district projects,
is a good model to follow. Volunteers trained through the Los Angeles Joint Labor
Compliance Monitoring Program are authorized to inspect work sites and talk to
workers about compliance.  Multnomah County, Oregon, is currently piloting a
similar program on public works construction sites.

In addition, it is important to note that prevailing wage requirements flow through to
subcontractors. Analogous structures will also be important in a manufacturing
prevailing wage.

Conclusion
By attaching prevailing wage standards to its investments in electric vehicle
manufacturing, federal and state governments can ensure that America’s auto industry
continues to offer workers strong wages and a route to the middle class. Without such a
policy, governments may end up subsidizing and speeding up the replacement of high-
quality jobs with lower quality ones.

A properly designed prevailing wage standard can ensure high standards while allowing
workers and firms to compete based on a level playing field. As policymakers make
investments in EV production, a prevailing wage policy can help ensure that the auto
industry maintains high job quality standards. Federal and state governments can
implement this policy as they invest in the green energy transition. Ultimately, there is
great potential to ensure high standards for workers while promoting a new cleaner
industry.

READ MORE ABOUT HOW DOMESTIC VEHICLE PRODUCTION WOULD SUPPORT HIGH-QUALITY
AMERICAN JOBS.
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Appendix
Median-based calculation for prevailing wage

When the modal wage is not used, the median is the “general rule” for Service Contract
Act determinations,  while a weighted average is used for Davis-Bacon and Related
Acts determinations.  For this alternative calculation, the authors chose the median.
In the past, the DOL also used a median technique for establishing prevailing wages for
federal manufacturing contracts under the Walsh-Healey Public Contracts Act.

Measures of central tendency are usually calculated based on survey data—although, as
noted previously, union contracts can be used in modal calculations. Analysts at the
Wage and Hour Division of the DOL issue wage determinations for SCA-covered
occupations using publicly available data from the Occupational Employment and Wage
Statistics (OEWS) and National Compensation Survey (NCS) datasets collected by the
U.S. Bureau of Labor Statistics (BLS).  The authors rely on the former dataset for
calculating wages for assembly-line workers in the automotive industry and the latter
for estimating the fringe benefits rate. DBA rates are calculated based on DOL surveys
that are available upon request.  Accordingly, the authors used the median hourly
wage for the selected industry and occupation in the OEWS dataset as the central
tendency wage.

To keep the prevailing wage determination based on the median as closely aligned as
possible with the wages already earned by American autoworkers, the authors selected
the predominant sector and occupation classification that covers workers assembling
cars and trucks in the United States. The OEWS uses the North American Industrial
Classification System (NAICS), which assigns every worker’s job to a sector with a
unique code. The NAICS code 3361 the authors selected for their example wage refers to
“Motor Vehicle Manufacturing” and covers workers employed in assembling parts into
completed consumer cars and trucks.  Occupations for both the OEWS and NCS
datasets are also assigned codes developed by the BLS for different kinds of tasks,
which separates, for instance, wages earned by workers employed on the assembly line
and those doing clerical work but working at the same factory. The authors selected the
BLS occupation code 51-2000, covering “Assemblers and Fabricators,” to accurately
reflect wages paid to workers on the assembly line. These categories are the best the
authors could do with existing publicly available data but are not particularly detailed
categories and may include many different types of workers that are not the best
comparisons.

The choice of occupation and industry classification can also make a significant
difference in the resulting wage determination, as selecting the wrong measure could
drive down wages by including workers employed in nonautomotive sectors. For
instance, a sector classification exists that would include workers currently assembling
EV batteries, but it reflects wages in electrical equipment assembly rather than the auto
sector. This makes it a less accurate measure for an EV battery wage determination
because the classification also include workers assembling other types of batteries and
electrical equipment, which have different—and far lower—wage standards, owing to
the different supply chains involved.  Selecting motor vehicle manufacturing industry
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codes also avoids dragging down wage determinations from the auto industry’s heavy
reliance on temporary workers,  who are typically subjected to much lower labor
standards, including lower wages, despite doing much the same work.  NAICS has a
separate industry classification code for temporary workers,  meaning determinations
based on OEWS data for the motor vehicle manufacturing industry reflect the market
wage rates already paid to workers assembling cars in the United States.

Because the NCS dataset used to derive fringe benefits does not include median
measurements, the authors instead use the mean in their nonmodal calculation.
Additionally, as the NCS survey is sent to employers, the value of benefits is estimated
as the cost to employers to provide them per employee. This is similar to processes for
the SCA fringe benefit determination by which the benefit rate is derived from the BLS’
Employment Cost Index summary of employer costs for employee compensation.

As noted previously, more senior and skilled auto assembly workers make significantly
more than entry-level production workers. To highlight this higher prevailing wage rate
for workers in a higher-skill job category in a similar occupation, the authors also report
a top-earning hourly wage rate, which they calculate as the wage at the 75th percentile.

Based on this median methodology, the authors estimate that the minimum prevailing
hourly compensation rate for EV battery workers would be $36.54. Using the 2020
OEWS dataset, the authors found the median hourly wages for workers classified as
assemblers and fabricators (BLS code 51-2000) in the motor vehicle manufacturing
industry (NAICS code 3361) was $23.01 (and the 75th percentile was $28.65). The
authors also estimated the fringe benefits rate using the hourly cost of benefits per
worker to employers; because Wage and Hour Division analysts issue uniform SCA
benefits determinations for all workers in a region, regardless of occupation,  the
authors similarly refer to the average benefits for manufacturing workers nationwide.
Employers paid these workers an average of $13.53 per hour in benefits. Since employers
can simply pay workers the fringe benefits rate rather than offering benefits at that
hourly dollar amount, the minimum prevailing hourly wage for EV battery workers
would be $36.54 per hour in total, which could rise to $42.18 per hour for more senior
and skilled employees.

These estimates, which fall well below the possible modal rates suggested by union
contracts, as well as below what nonunion internal combustion engine powertrain
workers make, demonstrate the risks of inaccurate prevailing wage determinations.
Publicly available survey data are currently not particularly accurate for establishing EV
prevailing wages. Much of the discrepancy is due to the lower value of benefits earned
by manufacturing workers nationwide compared with autoworkers. While the typical
unionized powertrain employee earns roughly $28 per hour in benefits, NCS data
indicate that a manufacturing worker earns an average of only $13.53 hourly in
benefits—less than half the rate in the auto industry. Because autoworkers cannot be
disaggregated from the NCS data, the NCS benefits estimate is lowered by the inclusion
of many employees working in manufacturing outside the auto sector, who are less
likely to be unionized and therefore earn fewer benefits.  Furthermore, the wage
estimates are also lower, although to a smaller degree. The modal estimate for wages
was $32 per hour. In the OEWS data, the median was $23.01 per hour. Some of this
difference is likely due to the broader category of workers included in the publicly
available data. In addition, in the publicly available data the average hourly wage for
workers ($23.18) is higher than the median, indicating that a substantial number of
workers earn above the median and suggesting that the median estimate could
understate the modal rate.
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