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I. INTRODUCTION

 	On September 23, 2019, the Committee on Contracts, chaired by Council Member Benjamin Kallos will hear Introductory Bill Number 674 (“Int. No. 674”), a local law in relation to reducing the apprenticeship program requirements. Those expected to testify include the Mayor’s Office of Contract Services (“MOCS”), the Mayor’s Office of Workforce Development (“WKDEV”) and members of the public. 

II. BACKGROUND 
Apprenticeship programs provide persons with a combination of on-the-job training and classroom instruction that enhance their employment prospects.[footnoteRef:1] According to the New York State Department of Labor, apprenticeship programs are operated by employers, jointly by employers and unions, or by groups of employers.[footnoteRef:2] Under the supervision of a skilled worker, apprentices gain on-the-job experience and take related classroom instruction, while receiving a graduated pay scale that reflects the degree of skills they’ve achieved.[footnoteRef:3] Apprenticeship programs have proven to be beneficial to both employees and business owners, as such programs provide a pipeline of well-trained workers, yield higher retention rates, and offer a pathway to employment for workers in their respective fields.[footnoteRef:4] [1:  See New York State Department of Labor Apprenticeship Program Fact Sheet available at https://www1.nyc.gov/assets/mocs/downloads/pdf/pla/ApprenticeshipFactSheetp532.pdf ]  [2:  See id.  ]  [3:  See id. ]  [4:  See Naomi Sharp & Eli Dvorkin, “The Promise of Apprenticeships in New York” CENTER FOR AN URBAN FUTURE, 2018 available at https://nycfuture.org/pdf/CUF_Apprenticeships_9_18.pdf.] 

In New York, apprenticeship programs are registered with the State and are based on a government-approved contract between the apprentice and employer. Historically, these programs have been in building trades and organized by unions.[footnoteRef:5] According to an analysis conducted by the Center for an Urban Future, very few apprenticeship programs are offered in trades other than building and manufacturing.[footnoteRef:6] In New York City, 85% of State registered apprenticeship programs are in the building trades, and while ten other industries had a program, five of them were sponsored by the same union organization.[footnoteRef:7] As of June 2018, amongst active apprenticeship programs, 26 programs were for electricians, eight programs for plumbers, six programs for skilled laborers, four programs for carpenters, three programs for bricklayer/masons, and three programs for sheet metal workers.[footnoteRef:8] According to the Center for Urban Future, of the state’s 792 active and pending apprenticeship programs, 11.9% were in one of the five boroughs.  [5:  See id at 9. ]  [6:  See id at 7. ]  [7:  See id. ]  [8:  See id.  ] 


III. APPRENTICESHIP REQUIREMENTS FOR CONSTRUCTION CONTRACTS 
New York state’s labor law permits governmental entities who are party to construction contracts to require any contractors and subcontractors performing work on those contracts to have their own apprenticeship agreements.[footnoteRef:9]  In 2015, the MOCS issued the Apprenticeship Program Directive (“the Directive”), which requires agency contracting officers to ensure that certain city construction contracts and construction related maintenance contracts contain contractor agreements to use apprenticeship programs registered with and approved by the New York State Department of Labor.[footnoteRef:10] The directive applies to individual contracts over $3 million that use apprentice-able and construction-related trade classifications.[footnoteRef:11] The directive also applies to subcontracts on prime contracts valued over $2 million.[footnoteRef:12]  [9:  See NY. LABOR L. §816-b (“a governmental entity which is to be a direct or indirect party to such contract may require that any contractors and subcontractors have, prior to entering into such contract, apprenticeship agreements appropriate for the type and scope of work to be performed”).]  [10:  See Lisette Camilo, “Memorandum on Apprenticeship Program Requirement for Certain Construction and Service Contracts” Mayor’s Office of Contract Services at 3 (May 21, 2015) available at https://a856-cityrecord.nyc.gov/Search/GetFile?SectionID=6&RequestStatus=Archived&RequestID=20160928020&DocumentID=32266; see also City of New York, Mayor’s Office of Contract Services, “Apprenticeship Requirements,” available at https://www1.nyc.gov/site/mocs/contract/apprenticeship-requirements.page. ]  [11:  See id. ]  [12:  See id. ] 

In Fiscal Year 2018 (“FY18”), $2.2 billion of the city’s construction contracts were subject to the directive, accounting for 68% of the total value of all construction contracts.[footnoteRef:13]  The agencies with the largest number and value of newly-registered contracts subject to the directive in FY18 were: the Department of Design and Construction (78 contracts valued at a total of $1,152,159,700), the Department of Transportation (26 contracts valued at a total of $833,476,500), the Department of Parks and Recreation (33 contracts valued at a total of $138,513,100) and the Department of Environmental Protection (19 contracts valued at a total of $118,133,700).[footnoteRef:14] [13:  See City of New York, Mayor’s Office of Contract Services “Citywide Indicators Report: Project Labor Agreements and Apprenticeship Program Directives,” available at https://www1.nyc.gov/site/mocs/reporting/citywide-indicators/apprenticeship-program-directive-and-project-labor-agreements.page ]  [14:  See id.] 


IV. CHALLENGES FOR SMALL BUSINESSES & M/WBEs 
While apprenticeship programs provide several benefits to employees and their employers, they often pose unique barriers for small businesses. According to the Center for an Urban Future, starting an apprenticeship program requires several resources that may be difficult to obtain for small businesses.[footnoteRef:15] Employers in New York face two primary hurdles to creating their own apprenticeship programs: understanding the necessary steps and timeline of registering an apprenticeship program with the Department of Labor, and the logistics and outside guidance required to create such a program.[footnoteRef:16]  [15:  See Sharp & Dvorkin supra note 4 at 12.]  [16:  See id.] 

According to the Center for an Urban Future, the Department of Labor’s website provides little guidance on the approval process and requires any prospective employers considering an apprenticeship to call the Department directly, without any additional direction.[footnoteRef:17]  Additionally, the logistics of apprentice classroom instruction and curriculum development are typically beyond the standard experience of most small businesses, so outside assistance is often required.[footnoteRef:18]   [17:  See id at 13.]  [18:  See id.] 

Most small businesses in New York are focused on the day-to-day operations of their businesses and cannot dedicate personnel to navigating the hurdles of developing an apprenticeship program.[footnoteRef:19]  Such programs require significant coordination among state agencies, educational institutions and outside organizations, and most of the City’s small businesses simply do not have the resources to spare on developing their own apprenticeships.[footnoteRef:20]  [19:  See id.]  [20:  See id at 14.] 

Minority and Women-Owned Businesses (‘M/WBEs”), who have historically struggled to receive city contracts, experience these challenges as well. In FY18, the City achieved a combined prime and subcontract M/WBE utilization rate of 19% amongst contracts subject to Local Law 1.[footnoteRef:21] M/WBEs were awarded 16% ($835.3 million) of prime contracts and 51% ($258 million) of subcontracts subjected to the program.[footnoteRef:22] Of prime and subcontracts awarded to M/WBEs, 10.93% were prime construction contracts and 46% were construction subcontracts.[footnoteRef:23] While M/WBEs were awarded more construction contracts for micro purchases and small purchase, a significant number of construction contracts valued between $1 million and $5 million were awarded to M/WBEs.[footnoteRef:24]  [21:  City of New York, Mayor’s Office of Contract Services, Minority and Women-Owned Business Enterprise Program Annual Report for Fiscal Year 2018 available at https://www1.nyc.gov/assets/sbs/downloads/pdf/about/mwbe-reports/fy18_final_mwbe_compliance_rpt.pdf ]  [22:  See City of New York, Mayor’s Office of Contract Services “Fiscal 2018 M/WBE Report Appendices Final Report: Table G- Prime Contract M/WBE Utilization Final Report” available at https://www1.nyc.gov/site/mocs/partners/m-wbe-appendices.page]  [23:  See id at Table I- MWBE Subcontracting on Primes Final Report.]  [24:  See City of New York, Mayor’s Office of Contract Services “2018 Citywide Indicators Report: Prime Contract M/WBE Utilization” available at  https://www1.nyc.gov/site/mocs/reporting/citywide-indicators/prime-contract-m-wbe-utilization.page] 

In FY18, M/WBEs received $128,911,200 prime contracts[footnoteRef:25] and $58,275,120 subcontracts for construction services valued between $1 million and $5 million.[footnoteRef:26] This suggests some certified M/WBEs have the capacity to compete for construction contracts valued at $1 million or more. It is unclear how lowering the threshold for apprenticeship program requirements will affect the capacity for M/WBE-owned firms, particularly those who are not affiliated with a union, to compete for construction contracts at this level. [25:  See id; see also Table I supra note 23. ]  [26:  See id. ] 


V. INT. NO. 0674-2018 
Int. No. 0674-2018 would require MOCS to reduce the threshold value for individual construction contracts and construction-related maintenance contracts covered under the apprenticeship program directive from $3 million to $1 million.  This local law would take effect immediately. 
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A Local Law in relation to reducing apprenticeship program directive requirements
 
Be it enacted by the Council as follows:
                     Section 1. By March 1, 2019, the mayor’s office of contract services, in consultation with any other relevant agencies or offices, shall reduce the threshold value for individual construction contracts and construction-related maintenance contracts covered by the apprenticeship program directive issued by the mayor’s office of contract services on May 21, 2015 to $1,000,000, pursuant to approval by the New York State department of labor.
§ 2. This local law takes effect immediately.
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