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Understanding “Minimum Wage” Laws in Federal Contracting 
 

 

When understanding the term "minimum wage" you need to understand which Act you are 

referencing. This fact sheet describes the four major laws that set minimum wages in particular 

situations. 

 

The Fair Labor Standards Act 

 

The Fair Labor Standards Act (FLSA) establishes the national minimum wage. A minimum 

wage is the lowest hourly, daily or monthly remuneration that employers may legally pay to 

workers. The FLSA applies to employees engaged in interstate commerce or employed by an 

enterprise engaged in commerce or in the production of goods for commerce, unless an 

exemption from coverage applies.  

 

The Walsh-Healey Public Contracts Act 

 

The Walsh-Healey Act (or the Walsh-Healey Public Contracts Act), applies to covered contracts 

for the manufacture or furnishing of materials, supplies, articles or equipment in an amount that 

exceeds $15,000.  

 

Walsh-Healey is different than the FLSA as it sets the minimum wage equal to the prevailing 

wage as determined by the Secretary of Labor. Non-exempt employees who work on covered 

contracts are guaranteed to be paid the prevailing wage rate as determined by the Department of 

Labor. This prevailing wage rate is usually higher than the FLSA minimum wage, and is based 

on DOL's analysis of what the prevailing wages are for a given location, or can be based on a 

union's collective bargaining agreement.  

 

The Department of Labor website has prevailing wage rates for non-exempt employees covered 

under the Walsh-Healey Act (supplies), the Service Contract Act (services), and the Davis Bacon 

Act (construction). Contractors working on covered Federal contracts must pay at least the 

minimum applicable prevailing wage and benefits, covered by the Act(s), and as set forth by the 

DoL, for all non-exempt employees working on the contract regardless of the FLSA minimum 

rate.  DoL’s web site for the Walsh-Healey Act is: http://www.dol.gov/compliance/laws/comp-

pca.htm. 

 

The Service Contract Act 

 

The McNamara-O'Hara Service Contract Act (or simply the Service Contract Act) applies to 

Federal service contracts over $2,500 (if the predecessor contract was not subject to a collective 

bargaining agreement).  Such contracts are required to contain wage determinations issued by the 

Department of Labor that specify the minimum monetary wages and fringe benefits that must be 

paid to the various classes of workers who perform work on the service contract, based upon 

rates determined to be prevailing in the locality where the work is to be performed.  DoL’s web 

site for the Service Contract Act is: http://www.dol.gov/compliance/laws/comp-sca.htm. 
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The Davis-Bacon Act 

Under the provisions of the Davis-Bacon Act, on Federal construction contracts in excess of 

$2,000, contractors or their subcontractors are required to pay laborers and mechanics employed 

directly upon the site of the work no less than the locally prevailing wages and fringe benefits 

paid on projects of a similar character. Davis-Bacon directs the Department of Labor to 

determine such local prevailing wage rates (wage determinations). The wage determinations, 

also known as “general schedules,” are then to be placed in covered contracts by Federal agency 

contracting officials. 

The Act may also apply to non-construction contracts involving some construction work, such as 

contracts for supplies or services that also require construction, alteration, or repair work.  Davis-

Bacon will apply if the contract contains specific requirements for a substantial amount of 

construction, alteration, or repair (including painting) and the work is physically or functionally 

separate from and is able to be performed on a segregated basis from other work required by the 

contract.  (See FAR 22.402(b)(i)).  

In addition to the Davis-Bacon Act itself, Congress has added prevailing wage provisions to 

approximately 60 statutes which assist construction projects through grants, loans, loan 

guarantees, and insurance. These "related Acts" involve construction in such areas as 

transportation, housing, air and water pollution reduction, and health.  

DoL’s web site for the Davis-Bacon Act is: http://www.dol.gov/whd/govcontracts/dbra.htm.  
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