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Haeda Mihaltses, Director

Fiscal Impact Statement
Intro. No: 
693-A

Committee:
Contracts


Title:
A Local Law to amend the Administrative Code of the City of New York in relation to the procurement of apparel and textile services by city agencies.



Sponsors:
Speaker Vallone, and Council Members Freed, Fisher, et al.
Summary of Legislation:
 Intro. 693-A is intended to ensure that the City acquires apparel and textile goods from responsible manufacturers.  A responsible contractor must demonstrate compliance with wage, health, labor, environmental and safety laws, and building and fire codes.  Responsible contractors shall not engage in any abuse of employees.  In addition, a responsible manufacturer shall pay a non-poverty wage. All subcontractors must also comply with the provisions of the bill. 

This legislation will require all contractors and their subcontracts to pay their employees wages and benefits sufficient to raise a family of three out of poverty, as measured by the U.S. Department of Health and Human Services.  This so-called, non-poverty wage shall be no less than $8.75 an hour, of which $7.50 must be paid in hourly wages.  The Comptroller shall set the wage level annually.  For employees outside the United States the Comptroller shall determine the comparable nationwide wage and benefit level considering such factors as the relative national standard of living index.

Every contract for apparel and textile goods must contain a provision detailing the requirements of this bill.  Contractors will be required to provide written certified documentation of the following four items: 1) that apparels and textiles purchased by the City are responsibly manufactured; 2) a list of the names and addresses of each subcontractor to be utilized in the performance of the contract; 3) a list of each manufacturing, processing, distributing, storing, servicing, shipping or other facility or operation of the contractor and its subcontractors for performance of the contract, and the location of each such facility; and 4) a list of the wages and health benefits for all employees working on the contract. The contracting agency must maintain this information and make it available for public inspection.  The Comptroller will also keep this information and ensure that it is available to the public.  The Comptroller will also collect and maintain information concerning the City’s apparel and textile contracts, and will collect and review information relating to the apparel and textile industry from interested third parties.  Each year the Comptroller shall submit a report to the Mayor and the Council on the City’s apparel and textile goods contracts.

Contractors must agree to permit independent monitoring of their compliance, and must ensure that their subcontractors also allow independent monitoring.  A contracting agency or the Comptroller may order monitoring. Contractors must also agree to reimburse the City for the cost of monitoring if violations by the contractor or their subcontractors are uncovered. 

Upon information and belief that a contractor or subcontractor is in violation of this section, the Comptroller shall review such information and offer the contractor or subcontractor an opportunity to respond.  If the Comptroller finds that a violation has occurred, it will forward evidence of such to the contracting agency. Violations of a subcontractor are the responsibility of the contractor. The contracting agency would fashion an appropriate remedy such as imposing sanctions, seeking compliance, recovering damages, declaring the contractor in default or seeking debarment of the contractor or subcontractor. 

When a contractor or subcontractor has not performed in accordance with the requirements of this bill, the contracting agency may seek a new contractor to perform the needed work.  The non-performing contractor or subcontractor may be charged for any difference in price resulting from the new solicitation, and any administrative fee established by the contracting agency.  The contracting agency may also invoke other legally and contractually allowable sanctions.  Additionally, a contractor may be liable for a civil penalty of not less than $5,000 upon a determination that a contractor or subcontractor has been found, through litigation or arbitration, to have made a false claim under the provisions of this section to the contracting agency. 

The requirements of this bill will apply to all city contracts for apparel and textile services worth more than $2,500, except where prohibited by state or federal law.  In the event that a contracting agency cannot find a responsible bidder, it may waive the requirements of this section.  This bill will take effect 270 days following enactment and will apply to new and renewal contracts.

Effective Date:
Two hundred and seventy days following enactment.

Fiscal Year in Which Full Fiscal Impact Anticipated:
2003


Fiscal Impact Statement:

Effective FY02
Fy Succeeding 

Effective FY03
Full Fiscal 

Impact FY03

Revenues (+)
See below
See below
See below

Expenditures (-)
$2,025,800
$1,725,800
$1,725,800

Net
See below
See below
See below

Impact on Revenues:
Contractors and subcontractors who make a false claim concerning their compliance with the bill may be liable for a civil penalty of at least $5,000. It is unknown how many contractors and subcontracts will be subject to the provisions of this bill and how many will be found to have made a false claim.  The penalties assessed against violators will also vary and therefore are difficult to estimate.  However, the intent of this legislation is to ensure that the City does business only with responsible contractors, and for the purposes of this fiscal impact it is assumed that this result will occur.  Revenues from civil penalties, therefore, are estimated to be negligible.  The City may also realize addition revenue from reimbursement from contractors for the costs of independent monitoring when violations are found.  There will be no net impact on the City’s resources since the payments will be reimbursements for monitoring costs. 

Impact on Expenditures:
The requirements of Intro. 693-A will impose several additional costs on agencies that contract for the provision of apparel and textile services, and the Comptroller.  Increased expenditures will be centered in three areas: 1) compliance with administrative and reporting responsibilities; 2) contractor and subcontractor monitoring; and 3) greater costs of contracts.

Expenditures for administrative and reporting tasks will be generated primarily at the Comptroller’s office.  The bill gives the Comptroller substantial new responsibilities.  These include setting minimum wage and benefit rates for contractors’ and subcontractors’ employees all around the world, collecting and analyzing industry data and information relating to City contracts, ordering audits of contractors and subcontractors, and preparing an annual report.  To implement the requirements of this bill, the Comptroller estimates that it will be necessary to hire, at a minimum, three additional staffers, a lawyer, an international labor economist, and a clerical worker. The level of staffing needed is contingent upon the number of investigations of contractors and subcontractors undertaken, and to a lesser extent the number of apparel and textile services contractors with whom the City does business.  The annual cost of hiring three staffers would be approximately $200,000 in salaries, $10,500 in health insurance benefits, and $15,300 in employment taxes.  Additionally, the Comptroller projects a one time other than personal service cost of $300,000 and $10,000 for each subsequent year to support the three new employees.

Contracting agencies will face some additional administrative and record keeping burdens such as ensuring that prospective contractors certify their compliance with the requirements of the bill and maintaining public files on apparel contracts.  Contracting agencies will also be responsible for reviewing evidence of violations and imposing appropriate sanctions.   It is estimated that these tasks can be accomplished using existing personnel resources.  

Independent monitoring of contractors and subcontractors potentially could generate considerable additional expenditures.  However, the cost of such audits will be paid for by contractors whenever violations are found.  Since contractors now are not required to disclose the names and locations of their subcontractors, or the locations of their own operations, it is not possible to estimate the number of sites which could be subject to a complaint and audit.  Given the reimbursement requirement for violators, and lack of evidence showing that existing contractors’ business practices are not responsible, it is estimated that the overall costs of independent monitoring would be insignificant. 

Finally, the minimum wage and benefit level required to be paid to all workers employed by contractors and subcontractors will increase city spending on apparel and textile servicing contracts.  According to one of the City’s largest contractors, in terms of contract value, the minimum wage of $8.75 an hour will not increase their costs because all of their U.S. based employees are already paid at or above this level.  However, this wage requirement may require subcontractors and suppliers to increase their wage rates.  These additional expenses would be passed along to the City in part through increased contract prices.  This requirement along with the other responsibility requirements might also deter subcontractors from performing work on City contracts and thereby limit the pool of suppliers from whom contractors purchase supplies.  This might also drive up the price of apparel and textile goods.


To derive a precise estimate of the impact of this bill on contract costs, it would be necessary to have the type of information which the bill will require contracting agencies to collect concerning apparel and textile service contractors and subcontractors.  Presently, the number of apparel contracts and total City spending on textiles and textile services is unknown. Likewise, the number of contractors and subcontractors and their business practices are largely unknown. The amount of work on City contracts taking place overseas is also not known.  A review of a list of registered contracts for covered goods and services generated by key word search offers a rough estimate of City spending on apparel of approximately $9 million a year.

Industry analysts estimate that apparel and textile goods produced overseas typically cost ten to 15 percent less that similar garments manufactured in the United States.  If one assumes that the City spends $20 million each year on apparel and textile goods (more than double the total the key word search produced) and that all of these goods and services were produced outside of the United States, the requirements of this bill could raise costs by $2 to $3 million annually.  Given that a significant portion of New York City uniforms are made in the United States, and that contractors are not likely to pass along all of their increased costs to the City, the increase in expenditures is likely to be less than $2 million per year.  For the purposes of the fiscal impact of this legislation, a conservative cost estimate of $1.5 million will be used.

Source of Funds to Cover Estimated Costs:
General Fund

Source of Information:
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FIS History:



Considered on the Committee on Contracts on November 21, 2000.







Amended version to be considered by the Committee on March 2, 2001.

