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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

NOV 2 7 1974 INFORMATION 

MEMORANDUM FOR: THE PRESIDENT 

THROUGH: 

FROM: D. sco~ 
SUBJECT: Postal Service Labor Negotiations 

This is in response to your recent question on when the 
Postal Service labor negotiations will come up again. 

The current Postal Service labor agreement will expire on 
July 20, 1975. The agreement covers 627,950 employees in 
four postal unions. Negotiations on a new contract are 
expected to begin early next spring. 

Postal Service wage settlements with the unions have no 
direct impact on the Federal budget. The additional costs 
incurred in any settlement, however, will likely lead to the 
need for increasing postage rates in order to cover postal 
operations. Such an increase in postal rates would require 
a small increase in the Federal subsidy payment to the 
Postal Service. This would be necessary to cover the higher 
cost of subsidies for second, third, and fourth class mail, 
as provided for in the Reorganization Act. 

In each of the first four years of its operation the Postal 
Service has run up sizable deficits. In the current fiscal 
year the deficit may well be over $725 million; up $340 
million from that previously estimated for this year. Most 
of this increase in the deficit can be attributed to infla­
tionary pressures - increased fuel costs, higher airline 
rates for movement of mail, and cost of living adjustments 
for employees. 

The Postal Service has instituted a number of programs aimed 
at cutting costs, but for the most part the savings from these 
efforts will not meet increasing wage costs. Neither will a 
reduction in service. An extremely unpopular idea to eliminate 
Saturday deliveries would bring about annual savings of only 
$250 million. 
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The key to controlling Postal Service costs is in holding down 
wage increases. Eighty-five percent of all Postal Service 
costs are labor related. For this reason, the upcoming 
negotiations with the unions become critical. The last negotia­
tions, in July 1973, resulted in liberal benefits for employees: 
a $1,100 pay increase, cost of living adjustments, and a no 
layoff provision. Postal management cannot afford a similar 
settlement this time around. A tough bargaining position on 
both sides could lead to a strike next summer. This may be 
necessary, however, to achieve a reasonable settlement. 

Not only do the Postal labor settlements heavily impact the 
cost of providing mail service, they also have an indirect 
effect on another government personnel compensation issue. 
The Postal Reorganization Act requires the Postal Service to 
maintain pay and benefit levels for its employees which are 
comparable to those paid for similar work in the private sector. 
This same policy exists with respect to Federal employees under 
the General Schedule. To the extent that Postal wage and 
benefit increases exceed those provided in the General Schedule, 
the unions representing Federal employees can be expected to 
press for equal treatment. This is a troublesome problem 
which we will have to deal with if the Postal Service is unable 
to control wages and benefits. 

We will be following the negotiations closely and will keep you 
apprised of any major developments • 
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OFFICE OF THE PRES I DENT 

WASHINGTON, D.C. 

From the Pres~ 

To: ~ ~ 
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THE CHAIRMAN OF THE 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

November 4, 1974 

MEMORANDUM FOR DONALD RUMSFELD 

Regarding your request of Alan Greenspan for information on 
the 197 5 schedule of major collective bargaining activity: 

The attached table is now being updated by the Bureau of Labor 
Statistics. We have been informed that the major changes will be 
that a total of 2. 5 million workers will be involved in contract 
expirations, some 800, 000 more than estimated originally. 

This change is largely concentrated in the construction area. 

John M. Davis 
Special Assistant to the Chairman 

Attachments 
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Current and Prospective Wage Developments 

A. Collective Bargaining Schedule 

In the normal three-year cycle of collective bargaining there are 
two heavy years followed by one light year. The year 1974 would 
normally be the second of the two heavy years. However, bargaining 
in 1974 is heavier than 11normal" because some contracts negotiated in 
1973 (construction and railroads) are up again for negotiation, even 
though in the past they have been of longer duration. 4. 9 million workers 
are in major private contract agreements (1, 000 workers or more) that 
expire in 1974, out of '10. 3 million workers covered by such contracts. 
For the remainder of this yea!_._ the major contract e~irations are in 
mining in November and railroads in December (see Table 1). 

this year it was anticipated that contracts would expire in 
illion workers covered by major private contract agree­

elatively light year. 735, 000 are in manufacturing, of which 
202,000 are in apparel, 75, 000 are in lumber and wood products and 
90, 000 are · transportation equipment. Of the 952, 000 nonmanufadliotring 
workers wh e major agree:nents are to eJCF-ire, 366 000 are in construction, 
218,000 are retail trade including restaurants, 1, 000 are in utilities 
and 92~ 000 a e in transportation (other than railro ds and airlines). 

not 
negotiation. 

course, not known at this time the 
o expire in 1975 will, 
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Table 1. Calendar of major collective barcaininc activity 

(Wet"''' Ia tllouslfldsl 

I I 
Schedule4 Ccfttract 

eaplratlons 1 ware 
Y .. r and Month l'rl~~tlpallftd11stry teoPeninc•' 

a fleeted ------- -------
Sit•· Wor"· SHu· lwor"• 

allons . ,. allons .,. . - ---- ----
Allyurs. .................................. z.m 10,302 92 ](0 

Total, 1974 ••••• ................................... 1.097 4,933 69 259 

January .............. roo~ ................. 5( 155 5 'l 
Fe!>ru•ry ............. fabucated molal 45 131 • 15 

products 
Mardi ............... local and suburtu 91 291 7 71 

trans•! . 
April •••••••••••••••• local and suburban 156 406 14 26 

transit 
MaJ ................. Cen~tructio" ................ 132 449 ' 15 
Juae ................. Construdion ................. 154 556 13 64 

July ................. Electrical ~uipment ... 9& 901 4 • Aurust.. ............. Primary mtt.JIS ........... 10Z 685 5 21 
September ........... WJter tr•r.~prlat,on ••. &4 Zi8 3 • October .............. Tunsportltion eQutP• 65 221 3 ' ment 
November ............ M inint: ....................... 33 211 2 t 
December ............ R11lroads ...... : •••••• 71 641 - --Total, 1975 ..... ---------··---·······- ~d ~ 23 at 

Jaftuary .............. Food slorn ........... 32 I ·-~ 1 I 
february ............. T:.!.":~;~~!!!~!l'! rqiJip· 32 1 2 

ment 
Mardi ............... Construction ............... ~ I ·~· - 2 4 
April ................ Cn and rlectric ~I . 192 a 16 

wldtttes I 
MtJ ................ ront;tfuC'ft'lft ...... -- •• -· 97 ns l • June ................. Constr uct1on ................... 78 302 3 37 

lufJ .... - ••••••• .: ••• Fa~riuled metal 27 &3 I 1 
produc!S 

Aucu~t ......... '! ..... TU 110:;-'':"'ht•.JR f'QU;p .. 39 91 2 7 
mt~t 

September ........... ,l;>;wel. ............. 39 714 - -
October .............. E•l•nl and drtnkinl 30 !9 1 4 

pl3:ts 
November ............ T,ntportatton ~utp· :1 19 1 7 

ment 
December ............ R31lrnads!' ................... : ........ 13 59 - -

Total, 1976 ••••• ............................................. 332 2.613 - -,. 
January-June ........ Truckin1 ............. 221 I. 504 - -
Jult-Oeeember ...... lnns~ortat,on tQ••P· Ill I,ICl - -

men! 

1977 ........... Hotels .. _ ........... 5 17 - -
Y•ar unknown or Construction .......... 326 1,054 - -

in aeaotoat.on 

• Two ~o~fll•tY 1ifttmtn11 cover,ne Zl.~~O workers lrt rlCiucltd Stnct they have no 
fixed e•pira!ton or re.:-;t:'l;r.a: d!!e. 

'[•ctu1n 300 c.:-o ""'.:rr..e11. 270 000 in the)'d'u l:lplrtllndustry, whose contracts 
prov•de for pon&bre waae rf"Jpeners dut1n1 tt:e year based on ancrents an the Consumer 
Pr~<e lnde1. 

NOTE: Only ~~~t••••ntS<Iuaho~ltn tho p<onte. nonarncuttural economy atlect••l 
1.00? •tHh·n Dr n;ott are cor.s,dered '" lh•lla.!le. B.C.IuSI cl round1n1. &uml of and•· 
"'dutl•trms m1y not tQual tct1IS. 
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THE WHITE HOUSE 

WASHINGTON 

November 8, 1974 

ADMINISTRATIVELY CONFIDENTIAL 

MEMORANDUM FOR: 

FROM: 

ROY L. ASH 

JERRY~ 

The attached material was returned in the President's outbox 
and the following notation was made: 

-- When do negotiations for Postal 
Service come up? Ted KLassen may 
have a serious problem that will affect 

·our budget. 

Please follow-up with the appropriate action and return your 
response to the Office of the Staff Secretary. 

Thank· you. 

cc: Don Rumsfeld 
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