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Disapproval

CEA (Greenspan) recommends disapproval on the grounds that
it results in artificially inflated wages and adds to
inflationary pressures. (see Tab B)

Recommendation

I recommend that you sign H.R. 15246 at Tab C.



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

0CT 7 1976

MEMORANDUM FOR THE PRESIDENT

Subject: Enrolled Bill H.R. 15246 - Service Contract Act
Amendments of 1976
Sponsor - Rep. Thompson (D) New Jersey and 8
others

Last Day for Action

October 13, 1976 - Wednesday

PurEose

Changes the definition of "service employee" in the Service
Contract Act to include all persons engaged in the per-
formance of Government service contracts, except bona fide
executive, administrative, and professional employees.

Agency Recommendations

Office of Management and Budget Approval
Department of Labor Approval
Civil Service Commission Approval
General Services Administration No objection(Informally)
Department of Defense No objection (Informally)
National Aeronautics and Space

Administration No objection
Department of Justice No objection(Informally)
Discussion

The Service Contract Act, enacted in 1965, provides that
employees engaged in the performance of Government service
contracts must be paid at least the prevailing wages and
fringe benefits paid for such employees in the locality.

H.R. 15246 would change the definition of "service employee"
covered by the Act to include "white collar" employees en-
gaged in the performance of Government service contracts

as well as "blue collar" employees. The bill also would
require the Secretary of Labor to give due consideration

to General Schedule wage rates as well as Wage Board rates
in determining prevailing wages.



‘Since its enactment in 1965, the Service Contract Act has
been interpreted by the Department of Labor to include
both "white collar" and "blue collar"” employees. However,
two recent Federal district court decisions (Descomp, Inc.
v. Sampson; Federal Electric Corporation v. Dunlop) held
that Congress did not intend the Act to apply to the so-
called "white collar" workers who would be classified and
paid under the General Schedule if federally employed.

At issue under the two differing interpretations of the term
"service employee" are some 70,000 to 100,000 workers who
are presently covered under the Labor Department's regula-
tions. These employees hold jobs such as computer and key-
punch operators, technical clerks, and production control
specialists.

The court decisions were the subject of hearings in 1974
through 1976 by the Subcommittee on Labor Management Rela-
tions of the House Committee on Education and Labor.

H.R. 15246 is intended to maintain the broader interpretation
given to the term "service employee" by the Department of
Labor in its regulations.

Recommendations

NASA, a major Federal procurement agency, has argued that

the Government's flexibility to negotiate service contracts
would be severely diminished by broadening the coverage of
the Service Contract Act. NASA has also expressed concern
that wage setting to such an extensive degree would virtually
eliminate price competition in service procurements. In

its letter, NASA recognizes that H.R. 15246 would have little
if any impact on the agency's operations, since the enrolled
bill merely places in statute the current Labor Department
regulations. For this reason, NASA does not object to ap-
proval of the enrolled bill.

Defense does not object to the enrolled bill. 1In its views
letter, Defense states that it finds the wage rates issued
by the Department of Labor under the Service Contract Act

generally significantly higher than those actually prevail-
ing in the area. For this reason Defense is concerned that

expansion of the Act's coverage would increase the Govern-
ment's contract costs.

Labor strongly recommends approval of the enrolled bill. It
has expressed concern that, although an appeal has been

filed on one of the court cases, additional court suits based
on the adverse court judgments could further erode its posi-
tion. In a report to Congress on the bill, Labor stated

that it believes the statutory remedy offered by H.R. 15246
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is needed to eliminate the uncertainty created by the adverse
court rulings and to clarify the scope of coverage under the
Act.

* * * * *

We concur with the Labor Department's recommendation that
you approve the enrolled bill. Its intent is to assure that
the Government, in its contracting activities, does not de-
press prevailing wages. The problems raised by NASA and
Defense relate to the administration of the law, and should
be resolved administratively.

W"’"“"
Paul H. O'Neill
Acting Director

Enclosures



U. S. DEPARTMENT OF LABOR
OFFICE OF THE SECRETARY
WASHINGTON

0CT 4 1976

Honorable James T. Lynn
Director

Office of Management and Budget
Washington, D. C. 20503

Dear Mr. Lynn:

This is in response to your request for our views on

H.R. 15246, an enrolled enactment "To amend the Service
Contract Act of 1965 to provide that all employees, other
than bona fide executive, administrative, or professional
employees, shall be considered to be service employees for
purposes of such Act, and for other purposes.”

H.R. 15246 would amend section 8(b) of the Service Contract .
Act to include within the definition of ‘"service employee"™
any person, except bona fide executive, administrative and
professional employees, engaged in the performance of con-
tracts entered into by the United States, and not exempted
under section 7, the principal purpose of which is to
furnish services in the United States.

H.R. 15246 is consistent with this Department's position on
employee coverage, as expressed in our regulations at 29 CFR
4.150. However, uncertainty has been created by two adverse
U.S. district court decisions--Descomp, Inc. v. Sampson, 377 .
F. Supp. 254 (D. Del, 1974), and Federal Electric Corp. v.
~Dunlop, 22 WH Cases 996 (M.D. Fla., 1976). These cases have
held that the present statutory definition of "service
employee" is limited to persons working in jobs which would
be classified "blue-collar" or "wage-board" occupations if
performed in the Federal Civil Service, and does not include
employees engaged in positions that would be classified
"general schedule" or "white-collar" occupations if such
persons were employed by the Federal Government. We esti-
mate that such an interpretation would exclude, on a nation-
wide basis, between 70,000 and 100,000 workers presently
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considered by this Department to be protected by the Act.
This would affect about one out of every five service
workers, based on our total employment estimates for service
contracts.

While we have filed an appeal in the Federal Electric case,
it must be recognized that the appellate process could take
a considerable amount of time to resolve the question.

We intend to continue to apply the Act to protect "white-
collar" service workers, pending final resolution of the
Federal Electric decision. We are concerned, however, that
additional court suits based on the Jjudgments in the Descomp
and Federal Electric cases could, conceivably, further erode
our position.

On July 19 of this year, Assistant Secretary John C. Read
outlined the problems resulting from the adverse court :
decisions before the Subcommittee on Labor Management .
Relations of the House Education and Labor Committee. On
September 16, we submitted a report to the Committee favor-
ing this legislation.

This Department strongly recommends Presidential approval of
H.R.. 15246.




NASN

National Aeronautics and
Space Administration

Washington, D.C.
20546

Office of the Administrator 0 CT 4 1975

Director

Office of Management and Budget

Executive Office of the President

Washington, DC 20503 )

Attention: Assistant Director
for Legislative Reference

Subject: Enrolled Enactment Report on H.R. 15246,
94th Congress

This is an Enrolled Enactment report on H.R. 15246, "To amend
the Service Contract Act of 1965 to provide that all employees,
other than bona fide executive, administrative, or professional
-employees, shall be considered to be service employees for
purposes of such Act, and for other purposes." It is submitted
pursuant to Mr. James M. Frey's memorandum of October 1, 1976.

The Bill would amend section 8(b) of the Service Contract Act
to include within the definition of "service employee" any
person, except bona fide executive, administrative and pro-
fessional employees, engaged in the performance of contracts
entered into by the United States, and not exempted under
section 7, the principal purpose of which is to furnish services
to the United States.

The Bill would reverse the recent decisions in Federal Electric
Corp. v. Dunlop, 22 W H Cases 996 (M. D. Fla. 1976) and Descomp,
Inc. v. Sampson, 377 F. Supp. 254 (D. Del. 1975) by re-defining
the term "service employee" in the Service Contract Act to in-
clude white-collar employees, as so classified in the "General
Schedule" for Federal Government employees -- that is, persons
in secretarial, clerical, and technician jobs.

NASA, as one of the major users of support service contractors,
will not be impacted substantially by this legislation since
for sometime its contracts have been subject to the Labor
Department's rulings that white-collar employees were included
in the definition of "service employees." Only if the court
decisions, altered by the Bill, had been allowed to stand would
there have been a substantial impact on NASA, in that there
would have been more flexibility in the area of wages and
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salaries in reprocurement actions. Therefore, the legislation
only makes more certain the conditions already obtaining with
respect to NASA's procurement of services.

Accordingly, the National Aeronautics and Space Administration
would have no objection to approval of the Enrolled Bill

HaR. 15246.

ames C Fletcher
dministrator



UNITED STATES CIVIL SERVICE COMMISSION
WASHINGTON, D.C. 20415

CHAIRMAN October 5, 1976

Honorable James T. Lynn
Director

Office of Management and Budget
Washington, D.C. 20503

Attention: Assistant Director for
Legislative Reference

Dear Mr. Lynn:

This is in response to your request for the Commission's views on

H.R. 15246, an enrolled bill "To amend the Service Contract Act of 1965
to provide that all employees, other than bona fide executive, adminis-
trative, or professional employees, shall be considered to be service
employees for purposes of such Act, and for other purposes.'

The enrolled bill would not directly affect programs for which the Civil
Service Commission has administrative responsibility. Since the Depart-
ment of Labor favors enactment of the legislation, we recommend that the
President sign the enrolled bill.

By direction of the Commission:

Sincerely yours,

\Gct e
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THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

October 8, 1976

MEMORANDUM FOR JAMES M. CANNON

Subject: H. R. 15246 "Service Contract Act Amendments of
1976

This is in response to your request for the Council
of Economic Advisers' comments on the Memorandum for the
President on enrolled bill H.R. 15246. The Act would legis-
latively extend coverage of the "prevailing wage" rule to
white collar workers employed in the performance of Government
service contracts. The CEA recommends that the President
not approve the enrolled bill.

Experience in other sectors indicates that the
Department of Labor's determination of the "prevailing wage"
results in a wage that reflects the union wage and is higher
than the average wage. It exceeds the wages at which approxi-
mately qualified workers could be hired. This tends to prop
up artificially high wages, thereby increasing inflationary
pressures. It also increases the cost of the Government's own
operations.

Thus, a veto is urged in the interest of reducing
wage pressures and reducing the growing cost of Government.
While a veto of this bill would be a small step in this
direction, it would indicate a desire to reverse the trend

toward increasing the application of “prevailing wage" provisions.

O\UT! On
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T THE WHITE HOUSE

ACTION MEMORANDUM WASHINGTON 1L.OG NO.:

Date: October 8 Time: 400pm

FOR ACTION: David I.,issy cc (for information):
Max Friedersdorf Jack Marsh
Bobbie Kilberg E4d Schmults
Bill Seidman Steve McConahey

Alan Greenspan

FROM THE STAFF SECRETARY

DUE: Date: Octob_er 11 Time: noon

SUBJECT:

‘H.R. 15246-Service Contract Act Amendments of 1976

ACTION REQUESTED:

For Your Recommendations

For Necessary Action

Prepare Agenda and Brief Draft Reply

For Your Comments Draft Remarks

REMARKS:
please return to judy johnston,ground floor west wing

W 1l 7C

- PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a

delay in submitting the required material, please
2 3 Y Alm OB bl Cmmenbrmvey svmarsardiniale

" James M. Cannon -
For the President
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THE WHITE HOUSE

ACTION MEMORANDUM WASHINGTON LOG NO.:
Date: October 8 " Time: 400pm
LA .
FOR ACTION: David Lissy;- cc (for inforraation):
Max Friedersdorf Jack Marsh
Bobbie Kilberg Ed Schmults
Bill Seidman Steve McConahey

Alan Greenspan

FROM THE STAFF SECRETARY

DUE: Date: October 11 Time:  1OO7

SUBJECT:

H.R. 15246-Service Contract Act Amendments of 1976

ACTION REQUESTED:

—— For Necessary Action For Your Recommendations .

Prepare Agenda and Brief Draft Reply

For Your Cormments Draft Remarks

REMARKS:
please return to judy johnston,ground floor west wing

- PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
delay in submitting the roquired material, please

1dmmlanrmn Sha Qtaff Qamvatary immadintaly.

" James M, Cannon —
For the President



THE WHITE HOUSE

WASHINGTON

October 11, 1976

CAPIN 077
MEMORANDUM FOR: JIM €AVANAHGH
FROM: MAX L. FRIEDERSDORF
SUBJECT: H.R. 15246~Service Contract Act Amendments
of 1976

The Office of Legislative Affairs concurs with the agencies

that the Service Contract Act Amendments of 1976 should be

signed.

Attachments


























