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REVISION OF MAJOR FEDERAL STATUTORY SALARY
SYSTEMS

TUESDAY, JULY 10, 1962

HOUSE OF REPRESENTATIVES,
COMMIrlEE ON POST OFFICE AND CIVIL SERVICE,

W ashington,D.0 D.C.
The committee met, pursuant to notice, at 10 a.m., in room 215,

House Office Building, Hon. Tom Murray (chairman) presiding.
The CHAIRMAN. The committee will be in order.
We are meeting this morning to hear Postmaster General Day and

other postal officials to get further testimony on H.R. 10480 in ac-
cordance with the request of the members that the Postmaster General
return.
Mr. Postmaster General, you may proceed.

STATEMENT OF HON. J. EDWARD DAY, POSTMASTER GENERAL

Mr. DAY. Thank you, Mr. Chairman. I have with me this morning
Mr. Frederick C. Belen, Assistant Postmaster General for Operations,
and Mr. Richard J. Murphy, Assistant Postmaster General for Per-
sonnel. I also have Dr. Herbert Block, Director of our Bureau of
Personnel, Mrs. Anne P. Flory, of our Bureau of Personnel, and my
special assistant, Mr. Bernard J. Beary.
If I may, Mr. Chairman, I would like to go through briefly a three-

page statement before questions, merely to summarize our observations
of what has happened during the testimony in the last 2 months.
The CHAIRMAN. That win* entirely satisfactory.
Mr. DAY. Mr. Chairman and members of the House Post Office and

Civil Service Committee, last May 9 I presented to this committee our
thoughts on the pay adjustments which we believed to be appropriate
for the postal field service. Those adjustments are contained in H.R.
10480.
Since May 9, 1962, this committee has listened to presentations for

and against H.R. 10480. For the most part, and except for adminis-
tration witnesses, those who opposed the bill complained about the
inadequacy of the pay increase for the lower levels, or about the
mechanics for the implementations of the proposals. All witnesses
agreed on one thing—there is a need for an increase. What this com-
mittee will have to decide is how much of an increase is justified and
defensible. We think we have provided this committee with a yard-
stick for making that decision—it is the findings of the BLS based
on their detailed survey of rates prevailing throughout the country
for various levels of skill.
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768 REVISION OF FEDERAL SALARY SYSTEMS

If H.R. 10480 is enacted, employees will have these assurances:
(a) That pay for their levels of skill are generally in accordance

with rates prevailing nationally.
(b) That the need for pay adjustments in the future will be regu-

larized by legally mandated annual reviews and recommendations to
Congress.
The proposed pay increase will permit the pay of employees to be

"caught up"; the annual reviews will assure that their pay "stays up."
I believe we can all properly hold that before the second and third
phases of this pay adjustment program are underway, annual reviews
will have been made and implemented.
On the size of the increase, as was pointed out in our earlier testi-

mony in terms of dollars, the increase for different salary levels may
not be as large as in past years, for in past years those sizable increases
in dollars were part of a belated attempt to catch up with a fast-
moving inflated dollar. Since the value of the dollar has become more
stable in recent years, the increases proposed by H.R. 10480 in terms
of the real purchasing power of the extra money is about the highest
increase postal employees have ever had.
Apart from the fact that H.R. 10480 provides a systematic means

for pay setting, it also contains some needed reforms in the pay for
various classes of personnel:
(a) For the fourth-class postmasters it provides as the base the na-

tional minimum pay rate of $1.25 per hour as specified in the Fair
Labor Standards Act. We cannot demand one set of standards from
industry and another for ourselves.
(4) For rural carriers we have developed a new pay system which

will set their pay to at long last meet the universally accepted criteria,
of "equal pay for equal work." I believe the detailed report you re-
ceived from the Comptroller General in which he urged corrective
legislation is ample evidence of the need for action along the lines
contained in H.R. 10480.
(e) For postal clerks and letter carriers we are proposing an im-

proved stature as regards their pay relationship with other Federal
employees. Less than 20 years ago the clerks and carriers equated,
paywise, just above level 3 of the Classification Act: $1,700 for clerks
and carriers starting pay as compared to $1,620 for the current equiv-
alent of GS-3. We are now proposing to equate them at GS-5 to
start, and the top steps of PFS-4 will reach all but the last two steps
of GS-6.
(d) For higher level employees the adjustments of H.R. 10480 will

surely be viewed as long, deferred reform. Employees in the lower
levels are sorely in need of an increase. This is even truer for the
employees in higher levels since past increases have not always been
proportionate to the levels of their positions. In our earlier testimony
we indicated that whereas the cost of living since 1939 has risen
about 115 percent, pay for clerks and carriers has gone up about 156
percent, and pay for upper level employees has tapered off to the
point where the top postmaster is only 38 percent of the pay rate of
1939. Once we get over this hurdle and eliminate the pay compression
between levels, future adjustments may not be so disparate.
I urge you gentlemen and ladies of this committee not to minimize

the pay problem of employees just because, in a sense, they have be-
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come captives of the service. Regardless of what pay legislation is
passed most present higher level employees will remain for they have
too much interest in the service to want to leave. But in the long run,
when good people see the gloomy prospect for adequate pay in the
upper levels of the Federal service as compared to what industry is
paying, they will not seek the Federal service as a place for their
full career. The Federal service will become a way stop for good
people on the way up, and only the mediocre will remain to fill the
top jobs.
On the mechanics of implementing H.R. 10480 the complaints have

centered about the conversion formula as it affected supervisory per-
sonnel, the affective date and phasing of the adjustments, and pro-
posals on the use of step rates over the years. The rationale for the
proposals on implementation has been explained in our earlier testi-
mony. To my knowledge testimony before this committee has not
been offered which defeats that rationale. Instead presentations have
been offered urging short-range adjustments without regard to the
long-range career features of our proposals or without regard to the
budgetary impact the short-range view will have.
Mr. Chairman, I want to say that we are all very much indebted

to the staff of your committee for their cooperation and their working
with us on this complicated subject, in exchanging figures and cost
estimates, particularly to the experienced Mr. Charles Johnson and
also the greatly experienced Mr. George Moore. We are very grateful
to them for their help.
Thank you.
The CHAIRMAN. Thank you, Mr. Postmaster General.
Mr. Morrison?
Mr. MORRISON. First of all, I want to commend the Postmaster

General for the time that he has been in as Postmaster General for the
many new innovations which he has put into effect in the post office
system.
I think that as a 'vault of many of the programs which he has

initiated, and which have been put into effect by his very able staff,
he has done much to increase the efficiency and betterment of the
entire Post Office Department.
I have talked to employees of the Post Office Department from all

over the United States at different times, and they have all stated to
me that the morale in their particular post offices and localities has
certainly been improved, and that they believe the efficiency of their
particular post offices is at a higher degree than it has been in many
years.
I noticed a press release in the last day or two, where several

millions of dollars were turned back by the Post Office Department
which was not used, based on the fact that the appropriations, even
though they were whittled down at the time the committee approved
them and when Congress passed them, due to these, you might say,
efficient programs and different economy moves which have been made
by the Post Office Department, these several millions of dollars were
returned as not necessary to the needs of the Post Office Department
because of the many economies put into effect. I think as far as the
Post Office Department is concerned that certainly merits commen-
dation.
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This is due to the efforts of the Postmaster General, as well as the
entire organization.
I certainly want at this time to commend the Postmaster General

and his very efficient staff for the many things they have done for
the betterment of the Post Office Department.
The CHAIRMAN. Are there questions to be propounded to the Post-

master General and his staff by members of the committee?
Mr. GROSS. I have some questions, Mr. Chairman.
Mr. Postmaster General, you still support the so-called administra-

tion pay reform bill?
Mr. DAY. Yes, sir.
Mr. GROSS. As it has been presented to this committee?
Mr. DAY. Yes, sir.
Mr. GROSS. There are no changes you can suggest?
Mr. DAY. Yes, I support the bill, Mr. Gross. I think there are some

areas where the committee will want to give consideration to possible
modifications of details, but as far as the program of a 3-year phasing,
of the effective dates, of the reformation of the method of pay for
rural letter carriers, all of the basic aspects of the bill, I do not think
I can justify any changes on the basis of the testimony that I have
read from the presentations in the last 2 months.
Mr. GROSS. What is your understanding of the estimate of the cost

of this bill at the end of the 3-year period?
Mr. DAY. The total cost to the Government is estimated at $1 billion,

of which $267 million would be the cost to the Post Office over the
full 3-year period.
Mr. GROSS. We in the House are confronted, or we will be tomorrow,

with a vote on the foreign aid bill, an amount close to $5 billion.
We are running a deficit this year, or we did have a deficit in the past
fiscal year, of $6 to $7 billion, as I understand it, and we hear that
the administration is proposing a reduction in taxes.
Have you any suggestions as to how we can assume this additional

burden of a billion dollars for the pay raise?
Mr. DAY. I think the considerations you mentioned, Mr. Gross, are

part of what is involved in our very strong feeling that the effective
date of the bill should be January 1, 1963, and that it should be phased
over 3 years.
As far as the tax reduction which is being proposed from various

sources is concerned, that is proposed as a means of stimulating eco-
nomic activity with the thought that increased business buoyancy
produces more taxes in the long run than a business community which
is operating at less than capacity, so I think that is the economic fea-
ture of that type of proposal. I am sure Mr. Bell will be glad to go
into that when he appears before this committee.
I think that the Federal employees are entitled to achieve compara-

bility with employees in private industry and that they should not,
as a matter of peacetime policy, be held down on the basis of pressures
for spending in other areas.
Mr. GROSS. If the need for a pay increase is apparent. at present,

how can you support, a stretchout over a 3-year period?
Mr. DAY. I think it relates to the budgetary considerations of which

you speak. The increase is phased over 3 years in order to minimize
the budgetary impact in any one year.
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Mr. GROSS. How about the impact upon the employee?
Mr. DAY. If there were a very large disparity between the situation

of the employees and movements in the cost of living during the period
since the last pay increase, I would say that it would change the
thinking as to phasing it over 3 years; but since there has been a very
small change in the Consumer Price Index since 1960, I think that
this 3-year phasing is entirely justified and desirable.
Mr. GROSS. The administration does not seem to be very much wor-

ried about the budgetary impact of $5 billion, between $4 and $5 bil-
lion, for the foreign giveaway program. It is difficult for me to
understand why the budgetary impact is given so much emphasis in
the matter of a pay increase, particularly for postal employees in the
lower brackets.
Mr. DAY. It is quite common, Mr. Gross, as I am sure you know, in

labor negotiations in private industry, and contracts entered into in
private industry, to have the increases phased over a period of years.
That is true of many large industries now where they have 3- and
4-year contracts, where they go up in steps over a period of years, and
it is a frequent practice, and I think it is a pattern which we are well
advised to follow in the Federal Government.
Mr. GROSS. This pay increase is for the purpose of keeping up with

the cost of living as well as an. incentive for people to go into the
postal service and remain in the postal service. Is that correct?
Mr. DAY. That is correct. It is not directly related to the cost of

living. It is related to the Bureau of Labor Statistics reports on com-
parable positions in private industry and the movement of pay levels
in private industry reflects not only changes in the cost of living—it
reflects increases in productivity and other factors which bring about
increased pay in private industry.
Mr. GROSS. But you are concerned about employees remaining in

the service of the Post Office Department.
Mr. DAY. Yes sir.
Mr. GROSS. Did you elevate a Negro in level 4, or try to elevate a

Negro in level 4, to assistant postmaster in the city of Washington,

Mr. DAY. No, sir; he was not in level 4.
Mr. GROSS. What is the story?
Mr. DAY. He was in level 11. Mr. Waddy, who is the assistant

postmaster in Washington, was level 11. He was a longtime super-
visor in the post office and he has become the assistant postmaster,
which is level 16, PFS-16.
Mr. GROSS. How many had seniority above Mr. Waddy in the

Washington Post Office?
Mr. DAY. There were a number of supervisors in the Washington

City post office who had seniority over Mr. Waddy, but there were
two factors there:
One, a number of those people with seniority had only a short

period of service left before they would retire, and it was doubtful
advantage of putting a person in that position who was not going to
stay in it very long.
Mr. GROSS. IS it not true there were some 20 with greater seniority?
Mr. DAY. I will have to furnish that figure. That sounds high to

me.
84357-62—pt. 2-2
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Mr. GROSS. But he was jumped over all of the others with seniority.
Let me ask you what I think is the pertinent question—why?
Mr. DAY. I think that one important factor is that in the 175 years

of the history of the postal service there has been a marked lag in
recognizing Negroes in supervisory positions. We cannot expect to
catch up in a few years for all that has happened in 175 years, but I
think we have to try to make a start.
Mr. GROSS. And you think that this is good use of the merit system,

to take a man who has far less seniority and put him into one of the
top positions in the Post Office?
Mr. DAY. I do, indeed, Mr. Gross, because to begin with seniority

is only one factor in promotions in the postal service, and we have
many instances over the years where people have been put in the top
supervisory positions in large post offices where they were not the ones
which had the greatest amount of seniority.
Mr. Waddy was a very highly qualified man. He was not some-

body who was brought from a position where he had not had extensive
supervisory experience. All of the factors involved justified his
recognition in that positIon, and I certainly think it would be most
unfortunate if the Post Office ever got into a position where we had to
automatically follow seniority as the only test for promotions.
Mr. GROSS. I agree with you with regard to race, creed, and color.

I cannot agree with you at all in the method used in this particular
instance.
One other question. How much of a contribution does the Post

Office Department make in support of the Equal Job Opportunities
Commission, or whatever it is called? That may not be the exact
title. Do you happen to know?
Mr. DAY. $30,000 annually.
Mr. GROSS. And other departments and agencies of Government

make an equal or more substantial contribution; is that correct?
Mr. DAY. I don't have the figures on what the other departments

give, but they do share in that program. I would only be guessing 
Mr. GROSS. Have you ever run a line of sight identification or had a

nose count of any minority group within the Post Office Department
as was done in the various branches of the service in the Department
of Defense?
Mr. DAY. Yes; that has been done and that has been widely publi-

cized.
Mr. GROSS. What was the cost of that? Have you any idea?
Mr. DAY. I think that that was nothing which could be separated

out as an allocated cost because it was done only incidental to other
duties of the people in the Post Office.
Mr. GROSS. If this information is valuable, if this information is

needed, can you give me any indication as to why it is not on the
application forms of people who are entering the service of the Post
Office Department?
Mr. DAY. Yes. I think it has been quite general over the years,

Mr. Gross, that members of minority groups object to being asked
isuch questions individually on their applications, but I think n any

large organization it is suitable for the top management to know, other
than on the basis of guesswork and assumptions, what the representa-
tion is of various minority groups.
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Mr. GROSS. I ask you these questions because I think they are
pertinent to service in the Post Office Department. They are perti-
nent to morale in the Post Office Department. I have taken too much
time, but one final question.
Is the individual who caused all the stir in Savannah, Ga., still

employed by the Post Office Department and in the job that he held?
Mr. DAY. Yes, sir.
Mr. GROSS. When you were highly critical of his operation?
Mr. DAY. Yes, sir; he is still employed. He is still a letter carrier

in Savannah.
Mr. CoRBETT. I will have some more serious questions to ask later

but simply on this discussion of minority groups—would the gentleman
care to comment on this recent attempt to make women mailmen?
Mr. DAY. The general policy, Mr. Corbett, is that there should be

equal opportunity for women in positions which they are able to per-
form. Obviously, we have a substantial number of positions in the
Post Office which you cannot expect a woman to perform, such as
lugging heavy mail sacks around within truck terminals, and things
of that kind, so that we will apply that policy on the basis of realistic
considerations as to whether women will be able to do the job.
I understand there have not been any applicants over at the local

post office as yet, and I think the men will continue to dominate that
line of work.
Mr. GROSS. One final observation, Mr. Chairman, and a slight cor-

rection to my colleague from Pennsylvania. It is not my understand-
ing that women are a minority group.
Mr. CORBETT'. That is exactly why I brought it up. I thought the

ranks of the majority should be considered.
Mr. JOHANSEN. In connection with one answer which you gave to

the gentleman from Iowa: You said you felt it was valuable to the
Department to have information, or top-level management to have
information, with regard to the various minority groups of the type
secured by this nose count.
What other minority groups have you been soliciting such informa-

tion about?
Mr. DAY. We have gotten it on the Orientals. We have a consider-

able number of Orientals in the western post offices particularly.
We have gotten it on all of the Spanish-American group which is

quite prominent and numerous in the post offices in the Southwest. It
has not been confined to Negroes.
The CHAIRMAN. Are there any other questions?
Mr. HENDERSON. Mr. Day, as I understand it, the bill is based on

comparability with industry, but if there were comparable jobs to the
postal service in the Government would that not be a better basis for
comparability than with industry which is on the outside?
Mr. DAY. I think that going back a bit there is not an effort to com-

pare a particular postal job with a particular job outside. There is
an effort to compare levels of jobs, both in the GS level and the PFS
level with types of jobs on the outside, and as I pointed out in my state-
ment, the PFS-4 people only 20 years ago were compared with GS-3.
Now they are being compared with GS-5 and actually their steps go

up to include all but the last two steps of GS-6.
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When we look at the types of jobs which are included in GS-5,
which is, for example, the entrance level for college people in the Fed-
eral Government, and which includes many specialized types of jobs in
the classified service, I would say that the linkage is a very- fair one
from the standpoint of the postal employees.
Mr. HENDERSON. As I understand the te-rm "linkage," is is compari-

son of one job in Government with another Government job. I am
disturbed about the rural carrier section of the bill where the allow-
ance of 10 cents a mile is used, as you compare that to allowances for
travel of other Government employees, winch is 12 cents a mile.
Mr. DAY. There are two things on that, Congressman. One, while

Congress did allow 12 cents a mile as a top, a large number of agencies,
including the Post Office, do not pay 12 cents a mile for people travel-
ing generally, people other than the rural carriers.
There is a great variation among the Federal agencies as to what

they pay, but a large number of them do not go to 12 cents.
There is another very important factor, and that is that rural car-

riers' cars are used for many thousands of miles per year, and that
has an important bearing on the suitability of a per mile allowance,
because if you are being allowed for traveling only a small number
of miles per year, you have to have some factor in there to take care
of your initial cost, your acquisition cost, your insurance, and those
things. The larger number of miles traveled per year the more those
factors are diluted, and the more you get to a straight out-of-pocket
cost for operating the vehicle.
We think that on the basis of our studies and our surveys among

rural carriers that this mileage allowance is very fair.
Mr. HENDERSON. You think you have a problem with their morale,

explaining to them the difference between 10 cents and 12 cents?
Mr. DAY. I don't think so because they can easily find out what is

actually being paid in the Post Office for mileage, and we are not pay-
ing 12 cents to our other employees.
Mr. HENDERSON. Are you paying above 10 cents in any instance in

the Department?
Mr. DAY. No; we are not.
Mr. DuLsKr. Mr. Day, on May 9, Mr. Murphy made a comparison

of a PFS-4 with a GS-5.
I notice in this report you are comparing a PFS-3 with a GS-5. Is

that correct?
Mr. DAY. No; that was only an historical reference that I made

this morning, Mr. Dulski. I was saying that 20 years ago the PFS-4
was very close in his pay level to the then current version of a GS-3.
The PFS-4 then was comparable to the GS-3 then.
Now in this linkage program the PFS-4 is treated on a parallel

basis with the GS-5, and not only is he linked at GS-5, but as I men-
tioned the steps go up to include all but the last two steps of GS-6.
Mr. DuLsKi. Mr. Macy, Chairman of the Civil Service Commission,

made his recommendations to the Post Office Department, and accord-
ing to Mr. Murphy's statement, says the process was reached by se-
lecting points of skill, evel identified -with linkages and the use of
PFS-4. Did you follow that all the way through?
Mr. DAY. No. There are three points of linkage in the program.

The first one links the PFS-4 with the GS-5.
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The next one links the PFS-11 with the GS-11.
The third one links the very top level 
Mr. DULSKI. Twenty.
Mr. DAY. Twenty, with GS-17.
Mr. DIILSKI. Thank you.
Mr. HENDERSON. That is all I have.
Mr. CORBETT. After noting that your testimony, quite properly, ap-

plied almost exclusively to the postal employees, and we might as well
face the fact that things are coming up and there is no use not talking
about matters sure to arise, I have been informed there will be one
amendment offered to this bill which would strike out all but the
postal employees, which would mean dollarwise a savings of approxi-
mately $753 million out of $1 billion, and to put off consideration of a
general pay raise until we have a better understanding of what will
happen in the economy.
We recognize that on the one hand there is a postal rate bill going

through which from some people's point of view will leave the Post
Office without a deficit, even with this raise adopted.
On the other hand, we may possibly cut taxes before the year is

over.
I do not want to put the gentleman on the spot, but if he would

care to comment on that possibility I definitely know that that amend-
ment will be advanced by one of the members of this committee,
and it will be a very serious matter.
Mr. DAY. I think that would be a very unfortunate decision if that

amendment should proceed, Mr. Corbett, because I think that the
comparability information indicates that all of the employees are en-
titled to an increase, and I think it is also of great value to get this
comparability on the books as applicable to all employees so that it
can start working.
Not only will there be these annual adjustments under the three

phase program, but there will be a continuation during these 3 years
of the reporting of the BLS figures, and if they indicate that there
should be still further increases even during the 3 years, those will
be recommended to be considered by the Congress for additional in-
creases.
I think it would be most damaging to the comparability program

and to this effort to tie to the BLS figures if we didn't have all of the
employees starting out on this program at the same time, so I would
hope that such an amendment would not be favorably considered.
Mr. CoRBErr. I appreciate the gentleman's statement on that. Of

course, there would be nothing against this in a period of uncertainty,
ifrom adopting comparability n principle. We adopted a postal pol-

icy in 1958 and the present Postmaster General is the first one that
has paid much attention to it some years later.
Here we are in a period where the Federal payroll seems to be

increasing very rapidly. There are those who have some doubts about
whether or not we will have to devaluate our dollar. We know there
will be a deficit. We expect some tax cut possibly.
Here we are, after adopting a principle of comparability, setting

out on a program of raising all these salaries, and it leaves the mem-
bers of this committee pretty badly confused.
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Mr. DAY. I made the statement earlier that I do not think that
as a matter of philosophy that Federal employees should be deprived
of justified increases on the basis of demands for other areas of speed-
ing, because I think that it is very important to keep the Federal serv-
ice attractive to the qualified people, and that we should recognize
that for all types of employees and not just postal employees.
You mentioned that the Federal payroll is going up. Actually, in

relation to the population, the trends in Federal employment are just
the other way around.
In 1946, 19 people out of every 1,000 in the population were em-

ployees of the Federal Government.
In 1954 that was down to 15. Now it is down to 13.
Mr. CORBETT. Perhaps population is trying to establish compara-

bility with the Federal payroll.
Mr. DAY. It may be. In all of the increase, for example, the total

increase in number of Federal employees between the end of fiscal year
1954 and the end of fiscal year 1961, is accounted for by an increase in
the number of carriers and the number of clerks in the Post Office.
That is easily accounted for by the enormous growth in mail volume
we have had during that period.
Mr. CoRRETT. It is easily accounted for in the Post Office. There

is no question about that. You have gotten a tremendous increase in
volume, and I think one of the ways of justify an increase to postal
employees is that productivity can be shown to have increased quite
considerably in the Post Office.
But when we get into this other area we will have to face that attack,

and, as the gentleman knows, I have generally been quite favorable,
coming from a high-wage area, and there is no difficulty in my voting
for pay increases.
However, this question is going to come up, and that is why I wanted

an answer from a gentleman like yourself. We are here in a period
where the administration tells us on the one hand they want this
stretched out over a 3-year period partly because they do not know
what will happen, they will leave the possibility of increases open each
year, and here we face in the committee and on the floor the question
of whether we should not leave the whole issue regarding the classified
service and let it go over until we have a more stable situation. That is
a question we will have to face.
That is all, Mr. Chairman.
The CHAIRMAN. Have you any comment to make on that?
Mr. DAY. I think, Mr. Corbett, that you are familiar with the long

period of study which has gone into the preparation of this program,
and the deriving of the statistics and the justifications for the increase
not only for the postal employees but for all groups of employees.
I think it would be unfortunate if the lengthy and very careful con-

sideration of this subject by this committee and by the committee in
the Senate should all be put over and started over again as far as clas-
sified employees are concerned, because I think that it is a well thought
out program which has been adequately justified.
Mr. GROSS. When you say "study" are you thinking in terms of the

so-called Randall report?
Mr. DAY. The Randall report is one of the aspects, Mr. Gross.

The preparation of all of the complex details as to linkage, conversion,
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and as to the applicability of this program have been worked on by
staff people in the Government over a period of 2 or 3 years.
Mr. GROSS. Mr. Randall insists that a pay raise can be paid out of

increased productivity. Do you agree with that?
Mr. DAY. The BLS figures which are used as a basis for determining

comparability include a productivity factor in them, but for many
of the parts of the Federal Government I would not be in a position
to say whether you can have a complete parallel on productivity in-
crease. We do have a substantial one in the Post Office.
We have a substantial improvement in productivity.
Mr. GROSS. Can you pay an increase in the Post Office Department

out of increased productivity?
Mr. DAY. I don't think we can pay anything in the Post Office De-

partment except out of the moneys that are appropriated to us.
Mr. JOHANSEN. I would like to come back to the Randall statement

in a moment, General, but before that I wonder if it would not be
helpful to the committee to have for the record the correlation of the
so-called postal deficit, or postal gap, the corrective which the rate
bill, if enacted, will bring, and then what this program will do to it.
What is the present deficit annually in the operation?
Mr. DAY. The gross deficit, not including the allowance for public

service, is about $850 million.
The CHAIRMAN. Is that the past fiscal year or the present fiscal

year?
Mr. DAY. For the fiscal year just ended.
The public service figure which we are using and which is called

for by the rate bill which has passed the House is just a little under
$250 million, so that would bring the gross deficit clown to $600
million.
The bill which passed the House, the rate bill which passed the

House, would produce $690 million after it became fully effective.
There is a two-step increase on second class so that you get underthat bill $25 million of the increase delayed for 1 year, but in totoit would produce $690 million.
We are also expecting to get increases in parcel post rates underthe requirements of the law which states we must keep that operationwithin 4 percent of a break-even basis.
We expect to get about $124 million from that source.
The CHAIRMAN. Do you have that pending before the Interstateand Foreign Commerce Commission for that increase?
Mr. DAY. Yes.
Mr. GROSS. Are you still charging into the accounts of the PostOffice Department some $85 million which you are presently losingon fourth-class mail?
Mr. DAY. We started out our petition a year ago, Mr. Gross, with$85 million, but because of the fact that the loss in parcel post is snow-balling, so to speak2 it is now a $124-million-a-year deficit.Mr. GROSS. That is charged into the deficit of the Post Office opera-tion; is that correct?
Mr. DAY. Yes, sir.
Mr. JOHANSEN. As I understand the arithmetic of this situation, onthe basis of the House bill, without any new pay increases, therewould be a surplus of approximately $90 million, so that at the end
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of the 3-year program of these pay raises there would be something
in the neighborhood of a $157 million deficit, or gap. Would that be
reasonably accurate? Applying the $90 million surplusage to the
$267 million figure which you offer.
Mr. DAY. Yes. That is approximately the same as the figure which

I have on that. The figure I have on that is that for the fiscal year
1964, if the rate bill which has passed the House became law and if
we got the parcel post increase which we are requesting, we would
have approximately $81 million left over and we would have in that
year a $168 million impact from the pay increases which are included
in the pay reform bill.
The ultimate impact of the pay reform bill is $267 million. So we

would end up in 1965 and 1966 with approximately $100 million a
year short of completely breaking even after public service.
Mr. JOHANSEN. That is after absorbing the overage for the 2 years

in between.
Mr. CORBETT. Does it not also fail to include the possibility of the

$124 million increase in parcel post, which would be another $372
million?
Mr. DAY. I have the parcel post increase in my figures, Mr. Corbett.
Mr. CORBETT. The net result is that so far as the Post Office is

concerned, if everything remains relatively constant, the rate bill will
eliminate the deficit and take care of the proposed raise. The rate
bill when fully operative would take care of the proposed pay raise
and still leave the Post Office Department in the black. Is that not
correct?
Mr. DAY. It would leave it in the black for fiscal year 1964 if the

bill which has passed the House went through the Senate and became
law. It would give us a slight surplus during fiscal year 1964 amount-
ing.,..according to my figures, to $23 million.
Mr. CORBETT. It would be approximately even.
Mr. DAY. Approximately even. That certainly is as close as you

can get it.
Mr. GROSS. Then how about Mr. Brawley's 300 million savings that

he is going to accomplish?
Mr. DAY. Mr. Brawley reflected there the hope of all of us that

that type of saving can be achieved in the long term. I think we are
making progress toward that type of goal. It is not something which
can be done in the short period of time that we are talking about de-
riving these figures here, because 75 percent of our total budget is
for personnel, and even though we are making great improvements
in efficiency and productivity, nonetheless we are extending city car-
rier service to about 1 million new families a year, rural carrier serv-
ice to a large number of families, and city service to a large number
of businesses. Fortunately, mail delivery cannot be done by robot, so
we have to keep adding people and we cannot expect to have that
large a figure of saving in the short term. I think the programs
which are underway will lead to a very substantial saving in the years
ahead.
Mr. JOHANSEN. General, there has been some comment in the press

to the effect that an overall pay increase, whether that outlined in
the administration program or in the Morrison bills or whatever it
may be, is justified at this time on the premise that it will be a stim-
ulus to the economy. What is your reaction to that philosophy?
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Mr. DAY. I think the bill is justified entirely on its own feet be-
cause of the comparability principle and the fact that there is no rea-
son why, in the long term, Federal employees should not be paid on
a comparable basis with comparable positions in private industry.
I think it is justified on that basis.
Mr. JOHANSEN. What about the argument of those who urge that

there be a bit more of an increase because of the stimulus that it will
have on the economy? Do you reject that argument?
Mr. DAY. I think that gets into economic policy of the adminis-

tration, which might better be covered by Mr. Bell when he appears
before the committee. My personal view is that we should justify
pay adjustments for Federal employees on the basis of what they
deserve, and not on the basis of some type of extraneous economic
factors.
Mr. JOHANSEN. I am happy to hear the gentleman say that. I will

check that philosophy with the Budget Director when he appears.
Now a third question. There was a reference earlier to Mr. Ran-

dall. I would like to read you a statement made by Mr. Randall in
a report entitled "A Businessman Looks at Government Pay," in
which says:
I am firmly convinced that higher Federal salaries would attract a level of

competence that would so improve Government operations that there would be
no out-of-pocket cost at all.

What is your view as to that statement?
Mr. DAY. I think that statement, Mr. Johansen, related to the peo-

ple in the top policymaking and decisionmaking positions. I feel that
an important justification for higher pay for the people it the higher
level is that you cannot expect, as a regular proposition, to get peo-
ple with imagination and creativeness and new ideas as to how to
save money and how to do things better and differently, unless you
are bringing into the Federal service the very top talent in our country.
People who may end up in top positions simply on the basis of hav-
ing been around for a long time are often those who prefer the status
quo on every element of the operation. I think we have been very
fortunate in our Department to have the benefit of the imagination
and the informed ideamaking of Mr. Belen, as an example.
Mr. JOHANSEN. The gentleman is being unfair, because he knows

I cannot possibly disagree with that statement.
Mr. DAY. I think Mr. Randall's statement referred to people com-

ing in at the higher level who can provide new ideas and new leader-
ship on how to do things better. I think every type of large organiza-
tion, whether it is public or private, is struggling to get that kind of
talent. It is hard to get.
Mr. JOHANSEN. I am not charging the Postmaster General with ac-

countability for what Mr. Randall said, but on the face of it he seems
to say that the total cost of this pay increase can so be absorbed, and I
think that is as unrealistic and preposterous a statement as I have
seen. Of course, the top leadership can bring improvements, but even
with respect to the $300 million saving in the Post Office Department
that is going to be realized someday, I cannot see any justification for
creating the impression that the cost of this pay raise is not going
to show up in total cost to the Government as a very substantial plus.
Mr. CUNNINGHAM. You were discussing the postal rate bill. Do

you support the bill as it passed the House?
84357-62—pt. 2 3
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Mr. DAY. Yes, I do, Mr. Cunningham. I testified in the Senate that
I thought the full 1-cent increase in the bulk rate minimum as it
actually came out of the House was too steep to put on in one step.
Mr. CUNNINGHAM. Outside of that, do you recommend any changes

in the bill?
Mr. DAY. Nothing in the rate features. I would recommend some

modifications in the portion of the bill relating to propaganda mail.
Mr. CUNNINGHAM. I just want to comment that, in my opinion, sec-

tion 12 cannot be modified to accomplish the objective of the House of
Representatives, and it will be difficult, in my opinion, to get a rate
bill, which I believe it is probably your desire to have, because I do
not think we ought to charge higher postage rates for everybody but
the Communists. I hope you will not press for any modification,
because this part of the bill was quite carefully drawn, and I would
not want to see something called a modification turn out to be some-
thing that would be meaningless. That is what I would be fear-
ful of.
Mr. DAY. I can state we certainly do not like to carry any Commu-

nist propaganda in the mail. As you no doubt know, we have posted
in all of our 45,000 postal locations, bulletins warning people about the
fact that material they receive through the mail may contain Com-
munist propaganda, and telling them that they can mark it "Refused"
and return it to the post office. I think some of the points on which
we may want to suggest modifications in that part of the bill having to
do with the breadth of its application. I have followed your com-
ments on this subject, and I know that you feel the bill does not apply
to sealed letters. I think we want to be sure that is made absolutely
clear in the law.
I think there also should be provision, at the minimum, for people

such as educational institutions and scientific institutions who want to
receive this material, because they consider it useful to them in connec-
tion with their studies, that they should be able to receive it.
Mr. CUNNINGHAM. I insist this will not preclude them from getting

it. I have legal counsel who assures me this is true. I know there are
people who need this material, and in my opinion and in the opinion
of my attorneys, this does not preclude their getting it.
The thing I talked about being meaningless is such things as the

posters. I do not think they do much of anything. Anybody knows
they can mark it "Refused" or throw it in the wastebasket, but you
still will have the expense involved in even the poster operation. In
fiscal 1961, you had a loss on international mail of $17.8 million.
Since then you have adjusted the rates, but nevertheless we are talking
about a postal deficit. It seems to me this is one area where we can
cut down some of the expenses that it is not necessary for you to
assume.
Mr. DAY. As I believe you know, as a result of our adjustments in

the international rates, we did have the international mail operation
on a break-even basis by the end of 1962.
Mr. CUNNINGHAM. That will be a temporary proposition, I pre-

sume, as other costs of transportation go up—the cost of foreign mail
going from New York to Galveston or some other place. As your
costs go up that will be thrown out of kilter and we will be going back
into a loss category, I am sure.
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Mr. JOHANSEN. I have just one other question, General.
Am I to gather from your testimony you feel that we should legislate

in the matter of the pay raises in a sort of vacuum in the sense that
we are to be oblivious to such environmental factors as an $8 billion
increase in the debt ceiling, a $7 billion deficit in fiscal 1962, the pros-
pects of a deficit this year, the agitation for a reduction in taxes, and
the overall fiscal and economic situation that we face?
Mr. DAY. In many years, starting with the end of World War II,

and since, substantial pay increases have been given to Federal em-
ployees. One of the was given in 1945. At that time the Federal
debt was 64 percent of the total debt of all kinds in the country. Now
it is down to 30 percent of the total debt of all kinds in the country.
Mr. JOHANSEN. Does that not mean the debt of other kinds has

gone up?
Mr. DAY. It does.
Mr. JOHANSEN. It certainly does not mean that the Federal debt

has gone down.
Mr. DAY. No but the Federal debt has gone up 6 percent during

that period from the end of 1945 up until the present time, and the
gross national product has gone up many times over that. The gross
national product has increased 147 percent during that time. So,
if the Federal debt and its relation to the capacity of the economy is
a factor which should stand in the way of justified pay increases, I
would say that it was a much more serious problem there right at the
end of and in the period following World War II than it is at the
present time.
Mr. JOHANSEN. Of course, there seems to be a newly developed art—

I do not know whether it comes out of Harvard or where—which by
certain relativities prove it is not bad to have more and more Federal
employees, and it is not bad to have more and more aggregate national
debt. Some of us still think that the problem is not one of those
academic relationships, but the problem is one of a $308 billion na-
tional debt and a problem of $9.3 billion in interest every year.
I just raise the question, if we are to take the premise—and I have

in the past—that justifiable pay increases should not be denied be-
cause of other factors, is it not incumbent, since it is the same admin-
istration that is advocating the pay increases, for that administration
to do something about some of the other spending proposals that keep
pyramiding this national debt?
Mr. DAY. As far as the postal operations are concerned, all of us

are intensely interested in economy and in improving efficiency. I
do think, while there may be arguments using theories of relativity
in considering the Federal debt? in any type of organization the eco-
nomic capacity of the organization is something that should be taken
into account in determining the dangers that may be involved in the
debt that it has.
Mr. JOHANSEN. I seem to recall that the distinguished Postmaster

General made the very specific argument against one program, namely,
the medical care program that we just could not afford it. Is there
not such a thing as not 

program,
 able to afford some of the spending

that we are doing?
Mr. DAY. I am sure there is. I am sure there are many programs

that would be highly desirable for the benefit of the public that can-
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not be taken on at the local, State, or National level because of the
competition for the available dollars and because of what we can ex-
pect to commit ourselves to. I think there is no doubt about that.
Mr. JOHANSEN. I agree with the gentleman completely, but I am

not just sure what the programs are that we cannot afford which are
being proposed. That is all.
Mr. WALLHAUSER. I think the subject of economics has been pretty

well covered on both sides of the table, but as a matter of simple
arithmetic, I am not so much impressed by the percentages you used
in giving lower classification employees an increase as opposed to
those in the higher brackets. In other words, I think you say some-
where in today's statement that the clerks and postal workers have
received a 156 percent increase whereas certain others have had only
38 percent. Just using simple arithmetic, a person at $1,800, if given
a 156 percent increase, then receives $4,608, whereas if a man at $10,000
is given 38 percent, he then receives $13,800. The differential is even
greater in dollars than it was before. So I do not believe that is a very
valid argument for not giving those in the lower classification an in-
crease if we would conform with the words you used, which are that
they should not be deprived of justified increases.
In my opinion, the administration bill is doing just that, for the

reason that, in effect, the administration bill says these employees,
based on comparability, linkage, and every other measure that you
can use, should have raises now, but we are going to give it to them
3 years from now. This in effect is not giving the employees a raise,
but is actually depriving them of justified increases. You do not
agree with that concept?
Mr. DAY. No, Mr. Wallhauser. As I mentioned, it is a common

practice in private compensation arrangements to have them worked
out over a period of years in steps. As I mentioned earlier, if there
had been a very marked loss of purchasing power of the dollar since
the 1960 pay increase and we were faced with an urgent situation
here of trying to catch up with a very appreciable loss, then I would
think the pattern which has been followed in the past, of lump-sum
increases, could well be justified; but I think here we are trying to
achieve long-term comparability, and I think it is appropriate for
that reason.
Mr. WALLHAUSER. But the survey apparently did not take into con-

sideration that the employees in the lower classifications have sec-
ondary jobs in many areas in the country, or thpir wives have to
work in order for them to live on a scale comparable with those in
private industry. These factors, in my opinion, have not been taken
into consideration in this arithmetical survey which was made.
It seems to me that you, as Postmaster General heading this great

Department, should be very anxious to have your employees brought
up to the comparable limit now, and not 3 years from now. This is
the part I just cannot seem to understand in your presentation.
Mr. DAY. I think they are going to have increases that are not only

coming along in accordance with the three phases but, as I men-
tioned, they may have other increases if current comparability data
coming in during these 3 years indicate they should have it.
Mr. WALLHAUSER. I hope you underscore the word "may."
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Mr. DAY. It all depends. I do not mean "may" in the sense they
will not be recommended if indicated. I mean they may be indicated.
If the trends in private industry are such that there are increases in
the comparable jobs which are used by the Bureau of Labor Statistics
and those are reflected in the reports which we get from that agency,
then the administration will recommend further increases on top of
those which are in this three-phase program.
As far as wives of employees working, that is something that is

not confined to postal employees, by any means. As a matter of fact,
in nearly half of the families in the country there are two or more
members of the family who are wage earners. One-third of all mar-
ried women all through our country hold jobs. That is something that
is very common today. We know in many cases it is because of finan-
cial pressures and need for additional family income.
In some cases it is on the basis of preference and various things.

Even in families in the higher income brackets, the $7,000 to $10,000
range, half of the working wives bring home a third or more of the
family paycheck. So this working wife situation is not something
that is confined to Federal employees.
Mr. WALLHAUSER. No, but I daresay the percentage is much higher

among Federal employees than in private industry if an accurate
survey could be made.
Leaving that point for the moment, it seems to me the concern of

this administration should have been, first, to take care of those em-
ployees presently employed without adding 100,000 new employees.
If the adjustment in pay had been made of those now in employment,
it seems to me it would have been a much fairer way to approach the
idea of general pay raises.
Mr. Chairman, I will not belabor the point. I would like to em-

phasize that the Postmaster General has graciously and, I think, cor-
rectly given a lot of the credit to the major productivity increase of
the postal employees for the nearly $30 million that he saved. I con-
aratulate him for that.
The CHAIRMAN. Any further questions of the Postmaster General?
Mr. BARRY. Mr. Postmaster General, I want to commend you for

the painstaking research which has gone into the study which has been
made and your recommendations to the Congress. I would like to ask
you if this is not a part of the bipartisan effort which was begun
through a study in the Eisenhower administration in 1960, prior to the
time we gave a 7-percent increase generally for the Federal service.
Is this true?
Mr. DAY. Yes. The studies go back prior to the change in adminis-

tration. This is a program, as I mentioned, which has been
going on for several years, and I think Mr. Staats can give the details
of just what the timing was on that.
Mr. BARRY. The percentages which you have indicated for the upper

grades have not been at all commensurate with the percentages in the
lower grades. In general, would you believe that these higher salary
grades would be caught up not by having them get as much as the
lower grades have gotten, but they would be caught up in general
through the proposal you now make? Is that correct?
Mr. DAY. No; they will not nearly be caught up, Mr. Barry. For

example, the postmaster in the largest post office in the world, in
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New York City,is getting only 38 percent more than the postmaster
of New York City was getting in 1939. While this program calls for
substantial increases in that level, which is PFS-19, he will still be
one of the lower paid top public officials in that area, and certainly low
paid in comparison with people in other lines of work who have
the responsibility for managing an operation that includes 40,000
employees.
Mr. BARRY. I could not agree with you more about the getting out

of step of the salaries of certain of our people, especially in areas
of high concentrations of population. I have introduced legislation
in Congress for 4 years—it has been before this committee and I
think it has come up before your Department—which would put
the post office employees to a certain extent on the basis of the cost
of living area in which they live, determined not so much on the
exact cost of living but based upon the number of people in the area.
In other words, rate all your post offices in accordance with the num-
ber of persons that they serve, and then fix your rates accordingly.
It is almost an axiomatic rule that the higher the concentration of
living in a given area, the greater the cost of living. This is true
mainly because of land costs, causing rents to be higher, and the
greater haul for bringing in foodstuffs and clothing, merchandising
costs, and so on.
We have established wage boards throughout the Nation for othei

classifications of personnel besides the post office. Would you at any
point give consideration to relieving the problem you have brought
up now, speaking of the postmaster of New York, by some considera-
tion toward such a solution of the basic problem?
Mr. DAY. Mr. Barry, section 104 of the bill does contain a pro-

vision which would give authorization for area adjustments in pay
if the pay for a given occupation in a given area in private industry
were so substantially above the statutory pay schedules as to make
it difficult to recruit and retain people. That is part of the bill. I
think it would be used with great caution

' 
because that is a difficult

type of discretionary authority to administer. We would seek to con-
fine it just to those cases where we were having difficulty in recruiting
qualified people.
Mr. CORBETT. Will the gentleman yield at this point?
This could be tremendously significant. Does this section, in your

mind, set a precedent for the eventual utilization of the wage boards
for fixing of salaries of classified and postal workers as we now do for
blue collar workers?
Mr. DAY. No. The salaries, the steps, and the various features

of the program would be in the legislation. We would be limited,
under the discretionary authority in section 104, to staying within
the salary range that was specified in the law. We could allow
additional steps, but we would have to stay within that range. I do
not see this as moving toward wage boards.
Mr. ConnErr. In cities where living costs were high, you could

adjust salaries upward, could you not, under the terms of that pro-
vision? Would that apply all the way from the postmaster down
to the mail handler?
Mr. DAY. First, it would not be purely on the basis of its being an

area where living costs are high. It would be an area where we
were having difficulty in recruiting and retaining qualified people for
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the position. We have situations where the going rate in private
industry in a given city is quite high relative to what it is in other
major cities, and yet we do not have difficulty in recruiting qualified
people for the post office, mainly because of the stability and security
of our positions. Detroit is a good example of that.
Mr. CORBETT. I must not intrude on the gentleman's time any

further, but I just want to emphasize this section could be highly
important.
Mr. DAY. I think it is.
Mr. BARRY. I would like to say, Mr. Postmaster General, that I have

put in my bill again this year, and there are certain objections to it.
I am not certain that your Department has objected. In the last ad-
ministration the bill was opposed by the Bureau of the Budget, and
later over the holidays, in President Eisenhower's last holiday in the
White House, I had occasion to tell him about this, which I said I
thought was a businessman's approach to solving the problem of Fed-
eral employees' salaries. He said, "That is what I have always been
for." I said, "Your own Bureau of the Budget refused it."
I just want to ask if there is not still a built-in bureaucracy around

the executive branch so when you have ideas which maybe the Execu-
tive would be for, if we are not beaten down before we get off the
ground.
Mr. DAY. I think I will have to take the fifth on that, Mr. Barry.
Mr. OLSEN. Mr. Postmaster General, I understand you are favor-

ing the administration bill, but some of us think that the remedy of
pay adjustments should be applied now because they are acknowledged
as being needed. I wonder what your comment is as to the effective
date for pay increases as July 1 this year.
Mr. DAY. I think on the effective date of July 1, we get into a new

problem, which is that we would have to have a supplemental appro-
priation in order to pay higher salaries, and we cannot even get a
regular appropriation. But I think a January 1 effective date is
justified, and the phasing over the 3 years, as I have stated, I think
is highly desirable. I think it is the key to getting installed this
program of comparability and this relation to the BLS figures, rather
than just periodic lump sum increases. I think it is highly desirable
to get that pattern established, and I think the phasing is part of it.
Mr. OLSEN. Is it not your position that the recommended increases

are needed now?
Mr. DAY. I have already mentioned, Congressman, that the in-

creases are indicated by the Bureau of Labor Statistics figures, but
they are not of such a large percentage amount that they indicate we
have an urgent necessity to try to catch up with a great loss of pur-
chasing power since the last pay increase went into effect in 1960. I
think the amount of them justifies this program of phasing them over
3 years.
Mr. OLSEN. IS it a budget consideration you are giving to the phas-

ing over 3 years, or is it the need of the employees?
Mr. DAY. It is two considerations, in my opinion. One of them is

a budgetary consideration, and the other one is that I think the 3-year
phasing is an essential part of getting this pattern established where
we are relying upon the Bureau of Labor Statistics figures and com-
parability with private industry rather than just periodic lump-sum
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amounts. I think if we had a lump-sum amount, even though it was
justified as being tied to these Bureau of Labor Statistics figures, it
would only increase the possibility of further lump sum, single-shot
approaches rather than a steady pattern of tying it to the BLS
figures. I think it is desirable for that reason.
Mr. OLSEN. Do you not think we can have these studies and have

some increases based upon the studies, if indicated, just as well after
the July 1 adjustment?
Mr. DAY. I am afraid they would not be taken too seriously unless

we can get this pattern established.
Mr. OLSEN. You think, then, we have to be operating in some kind

of urgency all the time in order to have increases?
Mr. DAY. In the period since World War II, we have had lump-sum

increases because of the very marked amount of inflation that was
taking place and the fact that even substantial lump-sum increases in
some cases did not quite catch up with changes in the cost of living.
We are not in that kind of period now.
Mr. OLSEN. Has the administration a very violent objection to an

effective date this year?
Mr. DAY. I do not like to be violent about anything, but I would

say I would feel very strongly it is desirable to stick with the effective
dates which are proposed in the bill.
Mr. DANIELS. With reference to the question directed to you by Mr.

Olsen, no doubt when this committee meets we may endeavor to com-
promise our different points of view. Would you give us the benefit
of your views with respect to a compromise on the period of time
over which these pay increases would take place as well as the amount?
Mr. DAY. I would hope any compromise that takes place would not

include a change in the timing and the effective date. I think that is
a very important part of the bill. I know there are various points of
view, and naturally the committee will want to consider various pro-
posals that come to them for compromise, but this is one that I hope
very much will not be changed.
Mr. DANIELS. When you refer to the time, do you mean the 3-year

period of time?
Mr. DAY. I refer to the January 1, 1963, starting date and the 3-

year phasing; yes, sir.
Mr. DANIELS. Under the criteria established by the administration

bill, could it not be worked out over a shorter period of time rather
than the '3-year period of time?
Mr. DAY. Mathematically and mechanically, you can come out with

all kinds of alternatives, but I am just repeating my hope that that
will not be part of what might be changed in the course of a compro-
mise arrangement.
Mr. DANIELS. Thank you.
Mr. BARRY. Mr. Postmaster General, I noticed recently that the

National Security Council had a meeting. I wondered if the Cabinet
has been meeting recently.
Mr. DAY. We had a gathering a week ago last night, but I think

the last official meeting was on June 11.
Mr. BARRY. In order to make representative government work, it

is a happy thought for us occasionally to believe that an idea that we
might express to a Cabinet member could be brought up and dis-
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cussed where the President hears about it firsthand and where the
Director of the Bureau of the Budget and other bureaus are repre-
sented, so it receives an airing. I think the public would feel much
happier if we had Cabinet meetings for the benefit of the whole struc-
ture of government in order to prevent the kind of thing I mentioned
a little earlier, which took place in the last administration, where an
idea that I had brought up with the Postmaster General never got
anyplace, and the President did not know anything about it. I do
not mean the idea was that valuable, but at least it was an idea that
he had also had. I would highly commend this, for whatever influ-
ence you have, because it would give us a feeling sometimes of being
able to have ideas that do reach the topside without our having to use
the press and to have the President read it in the press.
Mr. JOHANSEN. I just want to commend the gentleman, not only

for the sentiments just expressed, but for the basic idea, which is one
I have supported for 8 years on this committee.
The CHAIRMAN. Are there any other questions?
Mrs. ST. GEORGE. Mr. Postmaster General, I note in your state-

ment you mention the cost-of-living index and compare it with the
wage rates since 1939. Of course, in that instance it is very favor-
able. On the other hand, I think at the present time people in the
lower brackets are barely keeping on an even keel with the cost-of-
living index. Would you have any objection to including in the bill
an amendment to include the escalator clause, which is something I
have long believed in and which I think would simplify your work
and would be fairer to the employees, especially those in the lower
brackets?
Mr. DAY. I think the escalator principle is included in the bill be-

cause of the fact that the pay in various occupations in private indus-
try which are looked to by the Bureau of Labor Statistics include in
their trends keeping up with changes in the cost of living. I think
that having those figures referred to the Congress for action is pref-
erable rather than attempting to have any type of automatic escala-
tion provision which would not be under the control of the Congress.
Mrs. ST. GEORGE. I am afraid I cannot agree with you there because,

having worked here for a number of years, I realize that we move
very slowly, and we do not always grind very, very fine. I think an
escalator clause which would be left up to whenever Congress acted
on it would defeat the whole object of it. I think it has to be auto-
matic or it is more or less useless.
Mr. DAY. Most escalator provisions in labor contracts in private in-

dustry go in both directions. I think it would be quite a responsibility
for the executive branch to take on, to apply an escalation provision
which might bring about a reduction in Federal pay.
Mrs. ST. GEORGE. That is not very likely to happen in the near fu-

ture, from what we have been able to see.
General, another thing. You talk a great deal about comparability

in this bill. I think it is a very laudable desire. I admit the people
in the higher echelons are not paid sufficiently, but surely you do not
believe for one minute that people in the Government can be paid as
they are in private industry. I think it would be highly undesirable.
Therefore, you never can have a comparison anyway in the higher
brackets. If I may be personal, you yourself certainly are not being
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paid what you would be paid in private industry, and that holds all
throughout the Government. I do not think people can go into Gov-
ernment with the idea of receiving top salaries. If they do, they must
be very foolish or have never worked in private industry.
Mr. DAY. I agree with you completely on that. I do not think peo-

ple in the highest positions can expect to be paid the same salaries
that some private industries would pay them, but I do think that
people who have management or technical responsibilities comparable
to those of the postmasters that I mentioned—I do not think the post-
master of New York City or the postmaster of Chicago should be
among the lowest paid top public officials in their communities. •
We know what the pay scales are in the State government in New

York, in the city government in New York, in the various levels of
government in California. They are considerably higher for people
with commensurate responsibility than our postmasters and other top
officials are receiving. But I agree that the very top people certainly
cannot expect to catch up with Bethlehem Steel.
Mrs. ST. GEORGE. I do not want to quibble about it, but I think the

word "comparable" is not quite correct in this instance, because people
who give up their lives to Government service are not going into Gov-
ernment service with the idea of reaching the brackets they could
reach in private industry.
Mr. JOHANSEN. Would the gentlewoman yield for one question?
Do I understand the administration bill and program to call in effect

for annual review?
Mr. DAY. Yes, sir.
Mr. JOHANSEN. Does that in effect, therefore, mean annual pay

legislation?
Mr. DAY. If the Bureau of Labor Statistics comparability figures

indicate that private industry pay has moved ahead of the levels of
the Federal jobs, then there would be a recommendation as often as
annually to the Congress for further increases. That is why I feel
if we are to get into that type of annual pattern, it is very important
to establish their principle of phasing and of doing it over a period
of time and considering it as part of an automatic program.
Mr. BARRY. Does this work in reverse? To the extent there may be

a slump in the cost of living, according to figures furnished by the Bu-
reau of Labor Statistics, would salaries come in for readjustment
downward?
Mr. DAY. No; it does not. Of course, if there were a very marked

drop in private industry pay levels, which seems unlikely, I think
then, independently of this program, the Congress would want to
consider, as they did back in the thirties, whether there should be some
adjustments. But this program does not include that.
Mrs. ST. GEORGE. I do not want to say any more Mr. Chairman,

except of course this is really not an escalator clause. It does not work
both ways. It is not written in. It will be subject to the action of
Congress. I do not think it is particularly valuable.
Thank you, Mr. Postmaster General.
The CHAIRMAN. Further questions?
Mr. ROUSSELOT. Mr. Postmaster General, I have been interested in

your statements in the past where you discussed the unique nature of
the post office service and how it is hard to find comparable jobs in
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other Government service. In view of the testimony which you have
given our committee many times I am at a loss to understand why
you, as the head of the Post Office Department, do not see, on the
basis of this unique service and the fact that it is conducted on a more
day-to-day basis than other Government services in that it is a serv-
ice which has to go through, why we should consider pay increases
for postal employees separate from pay increases for other Federal
employees. What is the pressure? I am sure Mr. Macy is not pres-
suring you to consider postal employees with other Government
employees. What is the pressure to lump them all in one bill? Why
can we not consider them separately?
Mr. DAY. I think in our Department it is true we are performing

a unique service, but nonetheless we are a part of the total Federal
Government operation, and we are performing a public service just
like the other Federal agencies. It seems to me, rather than being in
competition with them on matters of treatment of our employees, we
should work together with the total Federal Government in order to
try to bring about adjustments.
Mr. ROUSSELOT. Yes, but in all of your testimony—and I have gone

through it in the past several weeks to make sure I heard you cor-
rectly—you have talked about the unique service and that it is
difficult to bring employees from other Government services into your
Department because of the unique and different type of operation;
that you really have a production system, whereas other Government
activity does not have the necessity of getting the mail or a product
out every day as you do.
I do not see why you should not fight for separate consideration.

As a former postal employee myself, I would like to see the postal pay
increase considered separately. I have worked in both services.
Mr. BARRY. I think history will show when that has happened, at

the very tail end the whole Federal Government pay structure, by
amendment, is put on and everyone gets the increase that the postal
workers have demonstrated they need.
Mr. ROUSSELOT. This is the objection I have. I think quite seri-

ously—maybe I am wrong—that the other Federal employees tend
to ride the popularity that the general public feels for postal service
employees, which I think should be considered separate from other
Government employees. That is just my own personal feeling. As
the head of this agency, I wondered if you did not have some feeling
in this direction.
Mr. DAY. It is unique, but I do not think that leads to—
Mr. ROUSSELOT. Then you would not have objection in that regard

to our committee considering the two separately?
Mr. DAY. I know your committee is going to consider a great many

things which I am not going to be in a position to say one way or the
other about, but I do not think the fact that we are a different type
of service leads to the conclusion that we should fight with or compete
with other groups of employees or other agencies.
Mr. ROUSSELOT. Why not? You represent them.
Mr. DAY. Because my primary responsibility and the primary re-

sponsibility of all of us in the Post Office Department is to the total
Government.
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Mr. ROITSSELOT. It is not to the Bureau of the Budget or somebody
else.
Mr. DAY. An additional factor is that we do have many types of

positions in the Post Office which are almost exactly comparable to
positions in other agencies. We have large numbers of truck drivers,
janitors, and people in administrative and accounting positions which
are closely comparable to those in other agencies. I think this linkage
principle is important, recognizing that people doing equal work
should receive equal pay, regardless of which part of the Federal 

iGovernment they are working n.
Mr. ROUSSELOT. Yes; but your whole argument in trying to get

people to stay in the service and for increases in postal rates was that
these people cannot easily go into other Government service, and in
order to give them incentive to stay on, they must have adequate pay
increases; that their service was unique in comparison to other types
of work in Government. I think it is a mistake to allow your unique
service to be thrown in with other Government services. This is my
feeling.
Mr. GROSS. And particularly so when we deal with a rate bill as

a means of pay for the postal service as a whole. It is difficult for
me to understand why you insist that we should not break the postal
workers out of any pay bill.
Mr. DAY. I think the rate bill would be entirely justified at this

time even if the Bureau of Labor Statistics figures or cost-of-living
figures or any other type of test failed to show a justification for a pay
increase. I think the rate increase would nonetheless be highly neces-
sary and desirable.
Mr. GROSS. There is a wedding of the two in the minds of Members

of Congress and the people of the country. They are tied together.
You would concede that.
Let me ask you this question, if I may, Mr. Postmaster General.

How do you compare the job of a postal worker with a Foreign Serv-
ice officer or the head of the Peace Corps mission in Malaya getting
$16,000 or $17,000 a year? How do you equate and compare them?
Mr. DAY. The levels have been worked out for many years past jr

both the postal field service and in the general schedule, and the as-
signment of given responsibilities to those levels is done on the basis of
a job evaluation which long predates this program we are talking
about here.
Mr. GROSS. But there is no similarity in the work which they do. I

just cannot understand the comparability or the equality.
Mr. DAY. That same diversity exists as among other Federal agen-

cies, leaving the Post Office out of it entirely. The type of work that
is done by civilian employees in the Treasury Department is often en-
tirely different from what might be done by employees in the Depart-
ment of Justice.
Mr. GROSS. You find some similarity of work. You have account-

ants, you have attorneys, and so on, in the Post Office Department.
You have a good many people for whom you can find counterparts in
the Treasury Department or almost any other agency of the Govern-
ment, but you do not find this same comparability in the State Depart-
ment, the Peace Corps; and some of these other agencies. We do not
always handle the pay of the Foreign Service in this committee. It
has been creeping in.
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Mr. ROUSSELOT. I think if some of the people of our State Depart-
ment had to go door to door like the mailmen every clay, we might have
a better State Department.
Mr. GROSS. I agree with that.
Mr. JOHANSEN. Will the gentleman yield for just one comment?
The packaging of this whole thing together means

' 
among other

things, that in order to vote for a justified pay raise for letter carriers,
[have to vote for a pay raise for all of the echelons of the Peace Corps.
Is that not the fact?
Mr. DAY. The total program includes all of the employees of the

Federal Government other than the wage board employees and the
Presidential appointees.
Mr. JOHANSEN. That is my whole point.
Mr. ROUSSELOT. This is the point I was trying to make, Mr. Day: I

know you have brought some new ideas to the postal service, as have
your new executives around you. I think it is a mistake to try to force
yourself, by your own testimony, into the same consideration with
other Federal employees. I am not objecting to an increase for other
Federal employees. I have great sympathy for them. I really feel
there is a difference in service, by your own testimony. I cannot un-
derstand your allowing yourself to be thrown in with the others. 

iThere s one other point, and then I will discontinue. I notice
in your testimony a great deal of your comparative figures start with
1939. May I make a suggestion that you might carry back to the
Cabinet again. I notice a tendency on the part of this administration
to start all comparisons of increases in debt with 1945. If you would
start the increases in debt with 1939, also, you would find that there
has been a tremendous increase. I think this is part of the Harvard
juggling act again to try to make things look more favorable, that we
have not had much increase in debt in the Federal Government since
1945 as compared with consumer debt. You remember the consumer
was not able to buy things during the war. I hope you will carry
this observation back to the Cabinet, since we cannot seem to get
through to the Cabinet all the time.
Mr. DAY. All right, sir. I will do so.
The CHAIRMAN. Further questions?
Mr. GROSS. Just one additional question or two.
Mr. Day, what would be your reaction to raising mail handlers

from grade 3 to grade 4?
Mr. DAY. I think that is a separate problem which is covered by

the bill as such. It is a matter of job evaluation. I think the studies
on that are going on continuously. The latest report I have on it is
that our pepole who work in job evaluation feel that is a fair level for
those people to be in.
Mr. GROSS. Grade 3?
Mr. DAY. Yes.
The CHAIRMAN. Anything further?
If not, thank you very much.
Have you anything to add, Mr. Belen ?
Mr. BELEN. Mr. Chairman, I would like to express my personal

appreciation for your introducing H.R. 10480, and. I know that (roesfrom the President right on down through the representatives of theexecutive branch, and for giving a forum in which comparability canbe presented.
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I would like to comment, too, with respect to Mr. Barry's statement
about previous studies, that probably the first one was initiated by
you and your staff, and you will find the things they developed and
the comparability discussions that obtained in the last pay raise hear-
ing before this committee have been considered and are in that bill.
The CHAIRMAN. Thank you very much.
Thank you, gentlemen. This concludes the session this morning.

The committee will meet tomorrow morning at 10 o'clock to hear Hon.
David E. Bell, Director of the Bureau of the Budget, and Hon. John
W. Macy, Jr., Chairman, U.S. Civil Service Commission.
The committee will stand adjourned until 10 o'clock tomorrow

morning.
(Whereupon, the committee adjourned at 12 noon, to reconvene

Wednesday, July 11, 1962, at 10 a.m.)
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WEDNESDAY, JULY 11, 1962

HOUSE OF REPRESENTATIVES,
COMMITTEE ON POST OFFICE AND CIVIL SERVICE,

Washington, D.C.
The committee met, pursuant to recess, at 10 a.m., in room 215,

House Office Building, Hon. Tom Murray (chairman) presiding.
The CHAIRMAN. The committee will be in order. The hearings will

be resumed on the Federal employee pay legislation.

STATEMENT OF HON. DAVID E. BELL, DIRECTOR, BUREAU OF THE
BUDGET, ACCOMPANIED BY SPENCER PLATT, ASSISTANT CHIEF,
OFFICE OF MANAGEMENT AND ORGANIZATION, AND DAVID H.
McAFEE, MANAGEMENT ANALYST

The CHAIRMAN. We are very glad this morning to greet the Director
of the Bureau of the Budget. We appreciate his coming here. We
know how busy he is and we shall hear from him first.
Mr. BELL. Thank you very much, Mr. Chairman.
For the record, I have with me Mr. Spencer Platt, Assistant Chief,

Office of Management and Organization.
The CHAIRMAN. Mr. Platt has been before us many times, and we

are glad to see him.
Mr. BELL. And Mr. David H. McAfee, of the same staff, whom I

think you also know, sir.
I am very please to have this opportunity to appear before this

committee in support of the President's salary reform plan, which
proposes one of the most significant advances in Federal employee
legislation since the civil service system was created.
The CHAIRMAN. This is your first appearance before the committee,

is it not?
Mr. BELL. It is, Mr. Chairman. Mr. Staats has been here a couple

of times.
The CHAIRMAN. He has been here several times before.
Mr. BELL. That is correct. I am very pleased to have this oppor-

tunity.
The CHAIRMAN. Mr. Staats is Mr. Robert F. Rich's son-in-law, is

that not correct?
Mr. BELL. That is correct. Margaret Staats was Margaret Rich.

I have know them both for 20 years, I am pleased to say. We are old
friends.
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The plan which the President has recommended for this commit-
tee's consideration is set forth in H.R. 10480, and in the two com-
mitte prints

' 
"Statement of Purpose and Justification" and "Summary

Analysis of the President's Proposal for Reform of Statutory Salary
Systems." The plan has been discussed fully before this committee
by representatives of the executive branch and I have no wish to
repeat information already presented. With the committee's permis-
sion, I should like very briefly to emphasize certain key points con-
cerning the President's plan, and then I shall be at the committee's
disposal for any questions you may wish to raise.
First let me say a word about the basic nature of the President's

proposal. Its most important element is that it offers an objective
and measurable standard for determining the appropriate pay rate
for each level of work in the Federal service. The proposed standard
is that Federal salaries should be maintained at the national average
of private enterprise salary rates for the same levels of work. This
is a definite, fair, and measurable standard. Establishing Federal
salaries in accord with this standard will assure equity for the Federal
employee with his equals throughout the national economy, will give
reasonable assurance that Government agencies can recruit and retain
competent staff, and will assure taxpayers that Federal salaries are
neither excessive nor substandard.
In the absence of a definite standard for establishing Federal

salaries, the consideration of pay legislation by the President and
by the committees of the Congress in past years has been an extremely
difficult task. Various proposed criteria have been cited, such as
salaries of a variety of specially selected non-Federal jobs, the fre-
quency of salary increases in past years for selected non-Federal
groups, increases in average earnings in selected industries, statistics
about standard or average family budgets, and many others. None
of these proposed criteria in fact offers an objective or practical basis
for constructing a salary schedule for any Federal pay system.
In place of the confusion and uncertainty which has been present

in the past, the President now proposes that the Government adopt
a definite and continuing standard for determining Federal pay;
namely, the national private enterprise average salary for the same
work level. Using this clear-cut standard, the propriety of particular
pay adjustment actions will be plain both to taxpayers who want their
taxes spent wisely and to employees who want their pay determined
equitably. Using this clear-cut standard, both the President and the
Congress can act quickly and surely on pay questions.
The President's plan uses sound methods and valid data for com-

paring Federal salary rates with national average private enterprise
rates for the same work levels. The Bureau of Labor Statistics an-
nually conducts a special survey for this purpose. This is the Na-
tional Survey of Professional, Administrative, Technical, and Cleri-
cal Pay, reported in the fall of each year.
As the committee knows, the end result of the Bureau of Labor

Statistics survey is a report of private industry salary rates paid for a
sample of Federal occupations at carefully defined Federal work
levels. It would be unnecessary and impracticable to collect salary
information from private industry for every occupation in the Federal
service. There are over 500 different white-collar occupations in the
Federal work force.
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Moreover, a number of Federal occupations—such as mail clerks
and carriers—are unique to the Government and have no counterparts
in private industry. What the BLS does is to collect private enter-
prise salary information for a sample of occupations that occur fre-
quently in Federal employment and in private employment, and that
are representative of the various levels or grades of work found in
the Federal service. The BLS data for the representative Federal
occupations give ample information for determining the proper salary
rate for Federal work levels. And the position evaluation techniques
which are used to rank jobs under all Federal statutory systems, permit
the allocation of all Federal jobs to the proper grade or pay level.
Thus the system proposed by the President provides a reliable, ac-

curate, and fair system for comparing Federal salary rates with na-
tional average private enterprise rates for the same work levels.

Moreover, the President's plan provides a system for keeping Fed-
eral salaries continually adjusted and up to date in relation to private
salaries. This is done by requiring the President, after obtaining
employee organization views, to report annually to the Congress a
comparison of Federal salaries with the latest BLS report on private
enterprise salaries, with the objective of maintaining comparability
with private industry.
Adoption of this feature will be to the advantage of everyone. It

will assure Federal employees that pay adjustments will be made
promptly and 

i 
equitably. Because annual adjustments will require

much smaller increases n payroll expenditures, the impact on the
budget will be minimized. Because the amount of adjustment will
be based on clearly defined stadards, the time required for congres-
sional review will be far less than under the present procedures. Since
the BLS survey data will be available in the fall of each year, it will
be feasible for the President's annual report to be made to the Con-
gress early in each session.
The President's plan provides for this annual review to be initiated

at once. The salary schedules for 1963, 1964, and 1965 contained in
H.R. 10480 are based on the latest BLS report, which covers the
salaries paid in private enterprise in 1960-61. This is still the latest
available information on private industry rates. As information from
each subsequent annual BLS survey becomes available, any needed
adjustments in these tentative schedules will be recommended.
Summing up, I would stress three major features of the President's

proposal: First, it provides the clear-cut standard of comparability
with private salaries to guide the President and the Congress in
making adjustments in Federal pay: scales second, it rests on a re-
liable and valid system for comparing Federal and private salaries
and third, it includes a method for annually revising Federal pay
scales and keeping them continually up to date. These are elements
which the President regards as fundamental to any acceptable Federal
pay reform bill.
May I add a few words about the importance of Federal pay reform

to the efficiency of management of the executive branch? Paying
fair salaries is fundamental not only to employee morale, but also
to the Government's ability to attract and hold the first-class scien-
tists, technicians, and administrators whom we must have if the Gov-
ernment is to be managed efficiently.

84357-02-pt. 2-5



796 REVISION OF FEDERAL SALARY SYSTEMS

At the. present time, as I am sure this committee is well aware, the
most serious problem arises with respect to jobs at the upper end of
the Federal pay scale. Increases in Federal pay generally have been
concentrated at the lower end of the pay scale, with the result that
jobs at the upper end of the scale have fallen behind the pay of
comparable jobs in private life. This has resulted in a continually
greater incentive for the ablest young men and women in Government,
as they rise up the career ladder, to leave Government and accept
the much larger salaries they can earn in private life. And it has
resulted in continually greater difficulty in attracting first-class men
and women from private life to the top management jobs in the
Government.

While the problem of staffing our career service is most serious
in the top grades, it is present at every level of the Federal structure.
You cannot have efficient government without first-class employees.
And you cannot have first-class employees unless you pay them rea-
sonable salaries.
I believe very strongly—this administration believes very strongly—

in holding the level of Government employment to the minimum
necessary to get the job done. Moreover, we believe that it is possible
to achieve continually greater efficiency per man in virtually every
kind of governmental work. This committee is aware of the steady
increases in productivity per man that have been achieved in the Post
Office. Similar increases have been achieved in many other cases, and
we are seeking through the budget process to make sure that every
Government agency bears down hard on this problem.
The most important element in keeping employment to a minimum

is capable management at each level of supervision in an agency. If
you agree, therefore, that efficiency in the Government needs to be
raised, and employment held down, I am sure you will agree that
Federal salary scales need reform to permit Government to attract
and hold first-class personnel.
In closing, may I add simply that I do not regard these matters

of Federal salaries and governmental efficiency as partisan matters.
I am sure the committee is aware that the President's proposal grows
out of staff work which was begun in the previous administration.
Before he submitted his proposal, the President sought the advice
of a distinguished bipartisan advisory group headed by Mr. Clarence
Randall. Good government is a bipartisan objective, and at the
present time salary reform is essential to good government.
Thank you very much.
The CHAIRMAN. Thank you, Mr. Bell.
Any questions? Mr. Davis.
Mr. DAVIS. Yes. I should like to say I appreciate very much

having the views of Mr. Bell.
I wish to ask you a question about one of the provisions of this

bill, the one which provides for annual review. I have introduced
House bill H.R. 10908, which also provides for a committee to make
an annual review and a report to the President, and then the Presi-
dent to submit to the Congress, on or before March 1 of each year,
a report summarizing the findings of that committee, and also his
recommendations for such adjustments as are necessary. Are you
familiar with that bill?
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Mr. BELL. In a general way I am, Judge; yes, sir.
Mr. DAVIS. The bill provides for a committee to consist of not more

than seven members, who shall be designated in this way One rep-
resentative of the Bureau of the Budget, one representative of the
Civil Service Commission, one or more representatives of employee
organizations, one or more representatives of the public, and such
other members as the President may deem advisable.
I would like your comment and views with reference to that com-

mittee, the method of appointing it, its method of reporting, and so
forth.
Mr. BELL. First, Judge Davis, we are, of course, in full agreement

as to the desirability of the President's submitting to the Congress
an annual report on pay adjustments which may be needed. If none
is needed, then the report would say so. If some are needed, then
the recommendations would be made for the Congress to act each
year.
It seems to us, and I gather it does to you, also, a very sensible

improvement in the present pattern of considering pay legislation, to
have an annual process for adjustment. With respect to the basic
principle, there is no difference whatever.
We do have some uncertainty whether the use of a committee of

the kind you have suggested in that bill is the most convenient and
effective manner by which to provide to the President and to the Con-
°Tess the best information to be used in performing the annual pay
review system.
The suggestion that the President has made for the consideration

of the committee and the Congress is that he be required under the
legislation to consult the representatives of employees and to have
prepared annually the kind of comparative data which would permit
the comparability standard to be looked at each year, and then to
submit his recommendations to the Congress. It would obviously be
necessary for the President to ask for the judgment and views of all
groups that might be interested—the employee groups among them.
. I think the problem, so far as the President is concerned, of work-
ing through the kind of committee you suggest is whether we regard
the pay review problem essentially as one of comparing a specific
standard with the facts as they appear on the basis of the annual BLS
survey, or whether it should be regarded in some sense as a collegial
process of working out some kind of proposed agreement as to what
the pay scales ought to be.
Mr. DAVIS. There is nothing in this bill for working out an agree-

ment. It simply provides for the appointment of a committee on
Federal pay, fixes the maximum number of members, and states who
they should be. I believe there is great latitude in the hands of the
Executive. Then it provides specifically for the report to be sub-
mitted by a specific date so the matter can be properly considered and
placed before the Congress in ample time to take whatever action may
be necessary, if any.
Mr. BELL. That is right. With the bulk of this idea, sir, we have

no d.ifference. whatever. We are not sure that the establishment of a
specially designated, rather formal committee is better than simply
telling the President that he should consult with the various groups.
Mr. DAVIS. I think this bill would get it out of the vague, undefined
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area which leaves the responsibility on nobody particularly and gets
it where the responsibility would be definitely placed. The bill also
fixes some definite times and methods by which this matter would be
considered.
Mr. BELT,. With that we agree, sir.
Mr. DAVIS. Do you see any objection to this?
Mr. BELL. No, I do not, Judge Davis.
The CHAIRMAN. Are there further questions?
Mr. CoRBETT. In the normal course of events, a fairly sizable num-

ber of individuals come to us or write to us asking us to help them find
job opportunities with the Federal Government. Outside of the
rather new fields where scientists and technologists are needed or in
the clerical and stenographic level, it seems that, no matter what agency
we contact, they tell us there are no vacancies or that vacancies come
up very slowly, so they do not even consider the applicant's qualifica-
tions, but merely say no jobs are available.
All through the testimony for this bill there has been the intriguing

notion that the recruitment and retention of civil service employees
will be greatly improved if we raise the salaries. The simple question
is, Where do I send these people for jobs?
Mr. BELL. There are offices in each agency, and there is a central

service, of course, in the Civil Service Commission. Mr. McAfee tells
me the annual turnover in the Federal service is about 15 percent.
Mr. CORBETT. Is this not down in the clerical and stenographic level

mostly?
Mr. BELL. The turnover, I believe, takes place at every level to some

extent. I think you are quite correct that the larger percentages of
turnover are at the lower and medium grades yes, sir.
Mr. CORBETT. I received a letter yesterday from a man who had

been working at GS-13 or GS-14, and the job had been terminated.
He was applying in another field. We got the mutual reply that
they had no vacancies and did not expect any. Where would I tell
him to go find a job in the Federal service?
Mr. BELL. The normal practice, sir, is that each agency maintains

its own personnel office, which has the job of recruiting people. The
Civil Service Commission, as I indicated, maintains a kind of central
referral system, particularly in jobs at the higher level, so people
with skills from one part of the Government who may be released or
are looking for other opportunities, can be referred to other places.
Mr. CORBETT. When we follow all the normal procedures and we do

not even get an interview, what do we tell the fellow to do then?
In other words, what I am trying to find out is, where is there any
evidence that dropouts are important in number anywhere along
the line, except in the two categories I mentioned, clerical and steno-
graphic and science and technology? In those two fields we recog-
nize there is a considerable number of dropouts.
Over some opposition from my right, there has been an increase in

the number of supergrades for scientists and technologists. I am just
questioning whether or not it is true that we need a salary raise for
this purpose. I am not talking about its desirability, but I am wonder-
ing where any department is having any trouble recruiting or re-
taining.
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Mr. BELL. I understand there have appeared before you, sir, a con-
siderable number of representatives of the Federal agencies—Defense
Department, Federal .Aviation Agency, Space Agency, Commerce
Department, and various other agencies. As I understand, one of
the points made by each of them in turn was that they have indeed
been having difficulty in retaining and recruiting personnel for the
important management jobs, not only in the scientific and technical
fields, but also what might be described as more general management
jobs or other kinds of specialists. I happen to have seen evidence in
recent months, for instance, related to economists. You would not
think, perhaps, offhand that it is hard to find good economists, but I
can assure you that in Government service we have had great diffi-
culty in bringing in the first-class economists who are needed in
various places, not in large numbers but in significant numbers, to be
associated with various important programs.
Am I responsive to your point, Mr. Corbett? Is this what you are

getting at?
Mr. CORBETT. I recognize these people so testified and you are quot-

ing them accurately, but they did not show a need. They made the
generalized statement that we need better salaries in order to recruit
and retain.
I cannot find any evidence to support the general statement. If

the evidence exists, we ought to have it. I am finding individuals who
want Government jobs and who cannot get them.
Mr. BELL. The fact that there are isolated cases may be indicative

of a lot of different things. It depends upon the qualifications of the
individual in question, the particular nature of the job he wants, the
nature of the opening, and so on.
Mr. CORBETT. Over the whole Government establishment, somebody

ought to be able to tell us they are having trouble recruiting.
Mr. BELL. As I understand it, each of these persons said that before

this committee. I can say it for my agency. We have been having
difficulty in recruiting.
Mr. CORBETT. That is what I am trying to find out. Do you feel

you are understaffed, considering the number of spots you have
available?
Mr. BELL. We have had several important openings for the last

several months, and we have had great difficulty in filling them. Some
of them are still open. The economist happens to be the illustration
which is at the top of my mind, because I was looking at the situation
only yesterday. The same thing is true in the field of management and
organization. It is very difficult for the Government to attract and to
retain first-class management analysts. The private consulting
firms—for example, McKinsey & Co., Booz, Allen, & Hamilton, and
so on—all provide a very challenging alternative opportunity for
the ablest of the young Government management analysts as they
rise up the career ladder, and we lose a great many of them whom we
would not lose were the salary conditions somewhat more comparable.
As you are aware, sir, the higher level salaries in the President's

proposal are by no means intended fully to equal the salary, say, in
the lost of the private corporations, but the feeling has been that the
salaries at the upper level should be more nearly comparable than
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they have been in recent years, and that would indeed have the effect
which you are asking about, of permitting us 
Mr. CoRBErr. We have been listening to testimony on this bill for

a long time, and it seems to me the heart and the basis of the adminis-
tration's proposal is the fact that by improving comparability we ease
up the problem of recruitment, and retention becomes easier. Since
that is the heart of the argument, I think we should have been over-
whelmed with statistics rather than generalized statements.
Mr. BELL. I think, sir, there are two elements to the administration's

case. One is that at every level of the Federal service it is fair,
equitable, proper, and desirable that salaries be paid which are com-
parable with those in private industry.
Mr. CORBETT. On desirability, I yield. Certainly it is desirable.

Now the question comes whether it is necessary.
Mr. BELL. Are we suffering because we do not have it?
Mr. CORBETT. That is correct. Here we are in a period of deficits,

in a period of perhaps devaluation of the dollar, and with an increase
in the debt ceiling. Maybe the important thing now is necessity, not
desirability. If we were a surplus nation financially, there would be
no argument. The question is, If this is necessary, all right, we can go
out to the public which complains about it and explain our position.
If we cannot show necessity, editorially we will be clobbered.
Mr. BELL. The evidence which has persuaded me, Mr. Corbett, is the

continual reports to me by every agency of Government. We talk with
them, as you know, on an organized basis at least twice each year,.
when we go through a regular series of meetings. On each of those
occasions we consult with them about their management problems as
well as the strictly budget problems that they have. In every case,
every responsible official of every agency has felt in his own agency
this difficulty. I can report to you about it in the case of my own
agency. I find this very compelling evidence. I have jobs which are
open today which are important to the conduct of the Government's
business which I have had difficulty in filling because of the salary
levels.
I am not, quite sure what we could do that would give you the kind

of evidence that you want.
Mr. CoRBErr. You could notify us of the spots that are vacant, and

then we could assume the reason. That is what we did not get from
these departments. Do you recall any indication, Mr. Gross, where
they showed a definite shortage?
Mr. GROSS. No, I do not recall any specific instance.
If the gentleman will yield, what kind of appeal did you put out to

recruit economists in your Bureau?
Mr. BELL. I think we have used everything we could think of. First

of all, of course, we went to the civil service register. Secondly, all the
people who work on economic issues in the Budget Bureau have a wide
acquaintance among economists in universities, businesses, and banks.
We have people who attend the annual meeting of the American Eco-
nomic Association which, as you probably know, is a traditional center
for recruitment by universities, banks, and businesses.
Mr. GROSS. Do you require a certain economic philosophy as a con-

dition of hiring economists?
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Mr. BELL. No, indeed. We require a certain competence. The man
we came closest to hiring works for a bank. We were unable to attract
him.
Mr. GROSS. You spoke of these organizations that drain off some of

your people, did you not ?
Mr. BELL. Yes, sir.
Mr. GROSS. Most if not all of them have Government contracts, con-

sulting contracts?
Mr. BELL. They have some, but their principal work is with private

business. The bulk of the work of these firms, such as McKinsey &
Co. and Booz, Allen & Hamilton, is with private business. They also
do a substantial amount of work with Government agencies.
Mr. GROSS. A very substantial amount for the Federal Government.
Mr. BELL. I think the great bulk of their work is with private

business.
Mr. GROSS. You do not expect to compete with these contracts, do

you, in the payment of salaries?
Mr. BELL. As you perhaps know, Mr. Gross, on the question of

salaries paid under Government contracts, notably in the research
and development field, we recently made a report to the President
which was made public, which has been the subject of hearings before
the House Government Operations Committee, and in that report we
suggested that where competitive conditions did not satisfactorily
achieve a presumption that salary scales would be comparable with
private enterprise rates, the Government should insist, in cost reim-
bursement type contracts, that no more than comparable salaries be
paid under Federal contracts with private institutions for research
and development work. That recommendation is in the process of
being put into effect.
Mr. GROSS. If the gentleman will yield for one further observation,

I hope that this will not be studied to death, that the administration
will do something about it. We have had this subject before our Sub-
committee on Manpower Utilization for a good many years, and I
would hope that the Bureau of the Budget and all other interested
administration officials would quit studying it and do something
about it.
Mr. BELL. This is our intention, Mr. Gross.
Mr. CoRsErr. No further questions.
The CHAIRMAN. Further questions?
Mr. GROSS. Yes, I have some questions on my own, Mr. Chairman.
In May of this year, I had a report from the Department of Com-

merce stating that in 1961 the debt of the agencies of the Federal
Government was $330 billion. Is that approximately correct?
Mr. BELL. $330 billion is not a figure that sticks in my mind, Mr.

Gross. The public debt as we normally think of it—you are talking
about the Federal debt?
Mr. GROSS. I am talking about the Federal debt, department and

agencies Federal debt of 1961.
Mr. BELL. I suppose that is correct. The figure is not in my head.

As I say, the figure that I carry around in my head is the figure of the
public debt subject to the debt ceiling, which at the present time is
$295 billion, I think.
Mr. GROSS. What. was the deficit, as of midnight, June 30, this year,

for the past fiscal year?
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Mr. BELL. We do not have the final figures, Mr. Gross, but it was
about $7 billion.
Mr. GROSS. About $7 billion.
Mr. BELL. Yes, sir.
Mr. GROSS. What do you estimate the deficit for the current fiscal

year will be, or do you have an estimate?
Mr. BELL. We have not changed the estimate which the President

submitted with his budget in January. As you know, at that time,
based on the assumptions that he then made concerning congressional
action and the course of the economy, he anticipated that there would
be a small surplus in the administrative buget for the fiscal year 1963.
Since that time
Mr. GROSS. Who made this estimate?
Mr. BELL. The President, in the President's budget message.
Since that time, the Congress has had before it the various bills on

the appropriations side, none of which have been enacted as yet. The
Congress has had before it the tax bill which would make substantial
changes in the revenue laws if enacted, but it has not been enacted as
yet. The Congress has before it the postal rate bill, this pay bill, the
farm bill, and other pieces of legislation which, if enacted, would make
substantial differences to the expenditures of the Government during
fiscal 1963.
Mr. GROSS. The medicare bill would make a change, too, would it

not?
Mr. BELL. No, sir, the medicare bill would affect only the trust ac-

counts. It would not affect the administrative budget.
So, in all these ways there are actions pending in the Congress which

will affect expenditures substantially, one way or another. Until
those actions are completed, it is obviously only a guess as to what
may come out.
On the revenue side, the most significant effect on Federal revenues

will of course be the course of the economy during the present year.
Thus far, the economy has not moved as strongly as the President
had hoped and anticipated when he submitted his budget. It has
moved upward strongly from the recession of something over a year
ago, but it has not moved upward as strongly as the President had
anticipated.
If the trends of the first two quarters were continued through this

calendar year, I am sure that revenues would fall somewhat short of
the figures which the President anticipated last January. On the
other hand, the economic outlook is still relatively unclear. The
changes from the January outlook that would be warranted, which,
for instance, have been estimated by the economists who advise the
New York banks, are significant but are not extremely large. In
consequence, the administration up to the present time has not made
any formal revision in the revenue estimates that it made in January.
Furthermore, as I indicated earlier

' 
there is a tax bill pending now

in the Senate, which has passed the House, which would have some
considerable effect on revenues in fiscal 1963.
For these reasons, Mr. Gross, the President has not made any formal

revision in his January estimates for the budget for 1963.
Mr. GROSS. Do you recommend a tax reduction?
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Mr. BELL. The President's position was restated, I think, in last
week's press conference, namely, that he does expect to propose a
combined tax reduction-tax reform bill next spring. He is not at the
present time prepared to recommend a tax cut in the remaining part
of this session. However, if economic conditions change significantly,
he will of course be prepared to see whether he wants to make a change
in his plans for recommending tax cuts only next year.
Mr. GROSS. Is the President's recommendation or position, what-

ever you choose to call it, also your position?
Mr. BELL. Yes, sir.
Mr. GROSS. Regardless of whether we are confronted with a deficit

in this current fiscal year, whether it is obvious that we will be con-
fronetd with a deficit, you would still be for tax reduction if the
President wanted a tax reduction?
Mr. BELL. The President obviously, sir, would not make a recom-

mendation for a tax reduction without considering the effects of that
on the budget. Presumably, he would make a recommendation for
a tax reduction only if he were persuaded that economic conditions
were likely to be quite unsatisfactory, possibly with a plateau or even
a downturn at the beginning of next year. Under those circum-
stances, if that were the economic outlook, then a deficit in the Federal
budget would be inevitable and unavoidable, and the effect of a tax
cut, if it were proposed and adopted and had the effects that it would
beintended to have under those hypothetical circumstances, the ef-
fect of a tax cut would be to stimulate the general economy. Under
those circumstances the Federal revenues for fiscal 1963, certainly for
fiscal 1964, would be higher if a tax cut were adopted than if it were
not, and therefore the deficit might well be smaller with a tax reduc-
tion than if none were adopted.
The CHAIRMAN. How much tax cut?
Mr. BELL. You understand these are all suppositions, because the

President has made no such recommendation, but this explains why it
might well be consistent and sensible and proper to recommend a tax
reduction, even though the outlook were for some deficit without it.
Excuse me, Mr. Chairman. You asked how much tax reduction?
The CHAIRMAN. Yes.
Mr. BELL. As I indicated, the President has made no recommenda-

tion as yet. I have seen only private speculation on this. The most
frequent figures I have seen in the newspapers are in the neighbor-
hood of $5 billion.
Mr. GROSS. There is nothing hypothetical in your mind about the

ultimate cost of this bill as being a minimum of a billion dollars, is
there?
Mr. BELL. That is correct, about a billion dollars. That is right.
Mr. GROSS. Where do you propose to get the money to pay it?
Mr. BELL. I shall answer that, if I may, in two responses.
First of all, as the economy grows each year, the revenues from

the ex'sting tax structure will grow. On the average, if our economy
moves upward at the rate at which it has been moving upward over
the last 10 or 15 years, which is a 21/2 percent rate of growth a year,
you would expect to have several billions of dollars of additional tax
revenue coming in each year from the growth of the economy.
Mr. GROSS. That will not mean very much if we continue to spend

as we have or increase spending as we have, will it?
84357-62-1pt. 2-6
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Mr. BELL. Thus far, since the war, the increase in spending has not
exceeded the increase in revenue stemming from the growth of the
economy. The proportion of the Federal expenditures to the gross
national product has stayed virtually level for the last 15 years. The
effect I am indicating is shown exactly in those figures. Consequently,
if the economy grows, there would be no problem of finding additional
funds to pay for this pay increase.
I think the more basic point that I would like to state in response

to your question, Mr. Gross, is that it seems to me what is involved
here is the principle of what we ought to pay to Federal employees.
It seems to me we ought to pay them a reasonable and equitable scale
of salaries. We have suggested here a principle which we think rep-
resents such a standard, achieving the payment of reasonable and
equitable salaries. If paying Federal employees reasonable wages
meant that we were going to put a burden on Federal expenditures
which we did not want to pay, then it would seem to me that the proper
action for us to take would not be to hold down the salary rates, but
to reduce the programs of Government to fit within whatever we
thought was appropriate to budget in the Federal expenditure
program.
Mr. GROSS. You do not believe unbalanced budgets and deficits are

a good thing, do you ?
Mr. BELL. No, sir not in themselves.
Mr. GROSS. You do not share the philosophy of some people that

deficit spending is good for the country?
Mr. BELL. Mr. Gross, I think sometimes deficits are a necessary evil.

Sometimes it is better to accept a deficit than to take the actions which
might achieve a balance.
Mr. GROSS. I just wondered about your philosophy, Mr. Bell,

whether you share the opinion on the part of some people, I regret to
say in top places in Government, that deficit spending is good for the
country.
Mr. BELL. I have not heard anybody in the top echelon of this ad-

ministration say that, Mr. Gross. What they have said, what I have
said, what the President has said, what Secretary Dillon has said, is
that in some circumstances, under some conditions, deficits are un-
avoidable and should be accepted and may even, have some beneficial
effects.
Mr. GROSS. You are well aware of the fact that the Congress is

being asked to pass a postal rate bill, and one of the reasons is in order
to pay increased salaries for postal employees. Why should not the
raise to all other Federal workers be accompanied with a tax increase
to pay for it?
Mr. BELL. As I understood it, Mr. Gross, the administration's case

was not to link the rate bill and the pay bill. Instead, our position
has been that-
Mr. GROSS. It does not make any difference whether you tie them

together or not, this is the argument that is used. It is a mechanical
'proposition whether the two bills come in together or not.

Mr. BELL. I am not making a point About linking the bills, sir. I
am making a point about linking the principles. It is our position,
as I understand it, that-we should pay people who work for the post
office, as we should pay other Federal employees, at a reasonable and
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equitable scale of salary. Whatever we did about the postal deficit,
this would be true.
It is also our position—but it is an independent point—that, as

the Congress said in the Postal Rate Act of 1958, the Post Office should
be so managed, its rates should be so set, that the service the people
want from the Post Office they pay for through rates, apart from the
so-called public service expenditures. These two positions, it seems
to me, are both sensible, and we have recommended both to the Con-
gress but it is a different thing, I believe than saying we want more
postal revenue in order to pay higher postal salaries.
Mr. CORBETT. Will the gentleman yield at that point.
I just want the record to show and the gentleman to know that since

I have been on this committee, since January 1945, without exception
when the postal employees have been in here for an increase in their
compensation, the matter of the postal deficit has been thrown in our
and their faces repeatedly, to the point that one year it was required
that the bills be put together on the floor of the House. Another year,
one had to follow the other in exact order. So, we have had that
proposition, and it has been the argument of some of us on this side of
the table that the salary and proper compensation of an individual
postal employee should not be dependent upon the deficit, but upon
what is the right salary. We have always been confronted with the
other. That was the hurdle. That hurdle has not existed regarding
the Federal classified workers.
So, the question which comes to us right now, and it will come

harder, is: In the face of deficits, how in the world can we justify an
increased salary without some corresponding increase in revenue ?
Let us grant that all of us want to pass this bill, this is where we

ought to have some direction and some advice from the administration
as to how this can be justified. We just have not gotten it.
Mr. BELL. Mr. Corbett, so far as what may have been the position

of previous administrations, of course I am not here representing them.
I am here representing this administration. Our position, as I have
indicated, is that the scale of salaries for Federal workersgenerally,
including postal workers, should be established on the basis of what
is a reasonable standard of equity and fairness and efficiency. We have
suggested that it is necessary, in order to carry out the Congress own
policy with respect to the postal system paying for itself, a policy with
which we are in thorough accord, that a postal rate increase is desirable
at the present time.
The CHAIRMAN. You know the House has already passed a pretty

good postal rate bill.
Mr. BELL. Yes, sir.
The CHAIRMAN. It is now pending in the other body.
Mr. BELL. That is right. As you know, we are delighted that that

took place.
So far as the Federal employees generally are concerned, I think

my basic answer is the same as the one I indicated to Mr. Gross a few
minutes ago. The question of what we should pay Federal employees
is essentially a different question from the one of whether and under
what circumstances and in which years we ought to run a surplus or a
deficit in the Federal budget.
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Mr. CoRBErr. But the administration must know, when we are con-
fronted with demands for foreign aid, demands for a farm program,
demands for all these increases in the budget along the line, and then
we are asked to stamp our approval on a pay raise, that people tend
to look at us and wonder if we are entirely sane. We need to have
some bolstering. If the administration wants this program, it must
equip us with persuasive reasons for it.
Mr. BELL. Mr. Corbett, as you will recall, the farm bill which the

President recommended would have reduced expenditures, not
increased them.
Mr. CORBETT. I think we had better not get into that.
Mr. GROSS. I hope we do not get into that, because we could spend

the rest of the day on it.
Mr. BELL. I recognize the weight of what you are saying, and I

think the response I would make is that we entirely agree that it is
appropriate and necessary to plan the Nation's finances on a sound
basis. We, as a nation, must be willing to pay for what we want
the Federal Government to do. There are two or three areas in which
there is considerable difference of view at the present time over what
is and what is not sound fiscal policy for the Federal Government.
One of them is the point Mr. Gross was referring to a few minutes
ago. Is it wise and proper to aim for a balance in the administrative
budget each year? This administration does not regard that as the
appropriate objective, and the public record is perfectly clear on that
point.
Mr. JOHANSEN. Would you state what you regard as the appro-

priate period within which a balanced budget is to be achieved?
Mr. BELL. We have consistently held, and stated publicly, that it is

desirable to balance the Federal budget over the period of the busi-
ness cycle. The immediate problem with which we are confronted
now is the same one that the previous administration confronted in
1958 and 1959; namely, that the business cycle has not acted in these
recent years the way it did in the early fifties and the late forties. We
have not had any years of high employment and full use of national
capacity since about 1955, 1956, or 1957. In these recent years we have
not had full cycles. The question of what is the correct, wise, and
proper budget policy in years when the economy does not return all
the way to full employment is precisely the point which all of us are
worrying about right now.
The President's position, as exemplified in the January budget,

was that assuming the economy was going to return to full employ-
ment, it was plainly desirable to plan for a balanced budget, and he
did so, but the circumstances that are requiring everyone now to con-
sider whether there should be any change in policy—the President
has not recommended any change in policy as yet, but the circum-
stances which require him and everybody else to consider whether
there should be a change in policy—is that we may not be, the course
of the economy during the present years suggests we may not be,
returning to full employment conditions.
If that is the case, the revenues anticipated will not arise, we will not

have a balanced budget. But the key problem is that we will not
have the full use of the Nation's personal and plant capacity, and what
should be done, if anything, to adapt the budget to those circumstances
is the problem all of us face.
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Mr. GROSS. Why this talk about reducing taxes with this uncertainty,
then? Why propagandize the country and lead them to expect some-
thing which in my opinion would be a fool's errand, to reduce taxes
with this tremendous uncertainty, or even suggesting a reduction in
taxes? Why propagandize this sort of thing?
Mr. BELL. What the President has said, Mr. Gross, is that next year

it would be desirable to have a combined tax reduction and tax reform,
which would mean some net reduction in tax receipts, but if the
economy moves forward as he hoped it would be possible to do that
and still balance the budget.
The question being debated in the press, and which the chamber of

commerce recently made a recommendation about, and various Mem-
bers of Congress have made recommendations, is whether there should
be a tax cut this summer and fall.
The people who advocate this accept the fact it would give us a

budget deficit temporarily. They argue that it is desirable because it
will stimulate the economy and lead us toward higher employment and
fuller use of our capacity.
I agree it is a point on which there is a difference in judgment but

that is the nature of the argument.
Mr. CORBETT. Is there any place along the line where the other side

of the coin has been looked at—I cannot recall any—where the adminis-
tration said, "All right, we have a deficit. Certain of these expendi-
tures should be curtailed."

Instead of that we have been getting message after message on the
floor to increase spending. I am again telling the gentleman that peo-
ple who are writing to us, people writing for publications, are wonder-
ing how in the world we can justify this. Here we have talk of a tax
cut. There is no talk of an expenditure cut.
Mr. BELL. There have been, Mr. Corbett—and your point is cer-

tainly sound, I accept it, and I would respond that there have been—
numerous expenditure reductions under this administration.
Mr. McNamara, the Secretary of Defense, on Sunday put out a

relatively long an quite detailed statement indicating the many ways
in which efficiency is being achieved in the Department of Defense.
Mr. CoRsErr. Was that not pretty much a forecast of what was

possible?
Mr. BELL. No, sir • the headlines rather implied he was talking about

future events, but if you read the story, the release—I would be glad
to have a copy sent to you if you like—you will find many of the
savings he was talking about have already been achieved.
Mr. CoRBETT. The total expenditure for our Defense EstablishmePt

certainly is higher than it was last year or the year before.
Mr. BELL. That is right. We have added to the strength and struc-

ture of the defense forces.
Mr. Comm= Overall we are still spending more.
Mr. BELL. We are spending more but we are also spending more

efficiently.
Mr. CoRBETT. This does not help the taxpayer.
Mr. BELL. Certainly it does. If we were not increasing efficiency,

and we wanted to have 16 divisions and so many Polaris submarines,
we would be paying more for them.
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Mr. CoRsErr. Granted that that is all right, to the individual tax-
payer looking at our budget, looking at our deficit, looking at his tax
bill, he thinks that we are spending more money. How can we tell
him he doesn't know what is right?
Mr. BELL. He is not paying more taxes. Tax rates have not

changed. The expenditures 
Mr. CORBETT. Yes, they have. The social security tax has gone up;

the excise taxes that were to be removed, some of them have gone up;
taxes on gasoline and oil have gone up; taxes on tires have gone up.
Mr. BELL. As you know, the gasoline taxes were put into a trust

fund some years ago and are not involved in the administrative
budget.
Mr. GROSS. It would have had to come out of the Federal Treasury

and directly out of general funds if they had not been in a trust
fund.
Mr. BELL. That is right. It is quite correct that the gasoline taxes

have risen. It is also correct that social security taxes have risen.
These are very small parts of most people's tax burdens.

Nevertheless, the major point I keep coming back to is that the
volume of expenditure in the Federal budget reflects the decisions as
to what it is that the President and the Congress want to be done
through Government.
Do we want a larger defense force or do we not want a larger de-

fense force? Do we want a rapid and full-scale space program or do
we not?
Those decisions are passed on each year by the Congress. They

are the basic determinants.
In addition to that it is also the responsibility of the executive

branch to try to carry out what the Congress has determined should
be done, and to carry that out with the maximum efficiency. We have
been working on that point.
I cited Secretary McNamara's statements. You yourselves ye,,ster-

clay, I understand, were talking with Postmaster General Day about
the same point.
He has been able, as the previous Postmaster General was able, to

handle a larger volume of mail with a less than proportionate increase
in staff. That is an increase in efficiency.
We are all highly conscious of our responsibility to achieve and in-

crease efficiency every year.
Mr. JOHANSEN. How does an increase in efficiency affect the budget

and the deficit picture if net total Federal expenditures are still
higher?

r. BELL. It affects it, sir, because if the increase in efficiency had
not taken place, and the decision had been to undertake the tasks
which were reflected in the budget, then the deficit would have been
that much larger.
Mr. JOHANSEN. But the deficit is still out of balance.
Mr. BELL. The budget is out of balance.
Mr. JOHANSEN. The deficit still exists, still grows.
Mr. BELL. Well, the deficit for the last fiscal year which ended 2

weeks ago was about $7 billion. The President's anticipation for 1963
had been for a small surplus.
Even if the economy moves less favorably than the President antic-

ipated, I would think it rather unlikely, barring tax cuts, that the
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deficit for fiscal 1963 would be as large as the one in 1962. I think
even Senator Byrd, in the figures he has used, has suggested that he
thought a smaller deficit was likely for 1963 than the one we have just
finished.
Mr. JOHANSEN. Since the gentleman has mentioned Senator Byrd

I will quote his words. He said:
The deficit will not be less than $5 billion at the very lowest. It may be much

more.

Mr. BELL. For 1963 ?
Mr. JOHANSEN. Yes, sir.
Mr. BELL. The deficit in the year just ended was $7 billion or there-

abouts.
Mr. JOHANSEN. There is a margin of only $2 billion for the "much

more" to exceed the $7 billion deficit.
Mr. BELL. As you can imagine, I do not wish to endorse Senator

Byrd's prediction.
Mr. JOHANSEN. Let me say apropos of that that I endorse un-

qualifiedly Senator Byrd's statement regarding the gentleman. The
only question is whether the gentleman's replacement would result in
a replacement of this philosophy. I have nothing against the gentle-
man personally. I would like to see either a conversion of his phi-
losophy or the replacement of the philosophy.
The CHAIRMAN. I don't understand you.
Mr. GROSS. That is what Senator Byrd said.
Mr. JOHANSEN. The gentleman knows what Senator Byrd said.
The CHAIRMAN. I am talking about Mr. Bell. I thought you were

referring to him. Are you referring to Mr. Bell or Senator Byrd ?
Mr. JOHANSEN. I refer to Senator Byrd's statement regarding Mr.

Bell. I think the objective ought to be the replacement of a philosophy
which creates planned deficits.
Mr. BELL. Mr. Johansen leaving aside any personal element in this,.

I think there is quite a substantial consensus in the United States to-
day as to the desirability of accepting Federal deficits in circum-
stances of recession. That was the point of view of Prof. Arthur
Burns who was the Chairman of the Council of Economic Advisers
under Eisenhower. It is the view of the present Chairman of the
Council of Economic Advisers, Mr. Heller. There is no difference
between them on that point.
I take it that you would feel neither of them is qualified to hold the.

job they have.
Mr. JOHANSEN. No, I feel simply that the philosophy is wrong re-

gardless of which administration sponsors it.
Mr. BELL. This view also is held by the Committee for Economic

Development, the businessmen's group, which includes very dis-
tinguished businessmen, as you know, Mr. Yntema, vice president of
the Ford Motor Co., was their spokesman when they appeared before
the Joint Economic Committee in February of this year, and there
are many other leading businessmen who are members of that group.
Mr. JOHANSEN. I wonder if the gentleman can give me or supply

for the record the total amount over the past 10 'eh has
been paid in interest on the national debt? ikv't

at?
SEP 10 19 62
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Mr. BELL. Yes, sir, I would be glad to do that. I cannot give it
offhand. I suppose it would be somewhere between $70 and $80
billion.
(The information requested follows:)
The total of Federal expenditures for interest on the public debt over the past

10 fiscal years is $75,699 million, including an amount of $9,075 million for 1962,
which at this time is subject to possible adjustment when the final 1962 informa-
tion is released.

Mr. CORBETT. You quoted these individuals as favoring deficits.
Mr. BELL. Under certain circumstances, Mr. Corbett.
Mr. CORBETT. Yes. I am wondering if the gentleman knows what

-would be the opinion of foreigners who have legitimate claims against
,our gold reserve. Does he think they believe that the American deficits
sare good things?
Mr. BELL. We have checked this point very carefully on numerous

occasions, with the financial officials of foreign governments and with
the central bankers of foreign countries and with the private bankers
of foreign countries, and their economic advisers.
They are quite accustomed to deficits in the European countries.

They handle their budget accounts in a different way than we do.
They handle them more as corporations do

' 
with a distinction between

,current accounts and capital accounts, so that the typical budget of
England, France, or Germany, if put into the form we use, would
show a deficit.
They have had more deficits in their governmental budgets in recent

years than we have.
The only point I make is that they are accustomed to considering

whether or not a deficit is desirable in a particular year depending on
the economic circumstances of the year and what they expect to
happen later.
Mr. CoRBETT. This is reassuring if it is true. Your contention is,

then, that deficits in our budget would have no adverse effect on our
gold reserves?
Mr. BELL. It depends, Mr. Corbett, entirely on when the deficit

-occurred and how big it was.
The whole burden of what I have been suggesting is that it is not

:a, sufficient guide to policy to say that deficits are always wrong in all
.circumstances, but instead to decide, depending on the circumstances
in a year, whether any deficit is wise, and, if so, how big it should it be.
Under many circumstances I would argue very strongly that a deficit

would be totally bad policy. In a period of time in which there were
inflationary pressures and dangers I would argue strongly the Federal
budget should be planned and operated at a substantial surplus in
order to reduce inflationary pressures on the economy.
Mr. CORBETT. I have another question. Do you fear that a continua-

tion of these deficits the run on the gold reserves, and the like, might
lead to devaluation of our dollar?
If you do not care to answer it I can understand.
Mr. BELL. We are extremely conscious of the balance-of-payments

position that the country has been in for the past several years. One
of the first messages that this President sent to the Congress expressed
his concern about it, his intention to take action, and a series of
measures were recommended to Congress and a series of actions were
started within the administration.
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As a result of the strong action we have taken, the deficit in thebalance of payments, which had been running over $3 billion a year in1958, 1959, and 1960 calendar years, was cut last year to under $2.5billion, and in the present year we hope it will be even better.This is not enough. It is our belief that we should so move as tobring the balance of payments into equilibrium. This is the policy ofthe administration, and it is being followed very vigorously.Under those circumstances, of course, we expect we will be under.decreasing pressure from the balance-of-payments side rather thanincreasing pressure.
Of course, if we are successful in this, the question of devaluation isa very remote one.
The President has said frequently that he does not intend to get into,a position where devaluation would be necessary.
This is a matter on which we feel most strongly. Certainly I danot think we feel less strongly than you gentlemen do on the importanceof bringing the balance of payments of the United States intoequilibrium.
Mr. GROSS. The foreign bankers may be accustomed to deficits inthe U.S. Treasury but I do not think the French are accustomed tothe United States buying $50 million worth of French francs to defendthe position of the dollar in the international money market becausethis was the first time we bought $50 million worth of francs, a fewweeks ago, the first time in nearly a quarter of a century, so theycannot be very well accustomed to our buying French francs to de-fend the position of the dollar.
More recently we bought $50 million worth of Swiss francs.
Mr. BELL. That is right.
Mr. GROSS. So far as I am concerned this is not a very healthysituation, but we will not go into that.
I just want to point out, in my opinion, this is not the accustomedoperation.
Mr. BELL. It has not been customary for the United States to do it..It has been customary for other countries.
The question, of course, is not whether it has been customary butwhether it is now a desirable thing to do. I agree with the gentlemenit is pretty far afield from this morning's discussion.
Mr. GROSS. It all fits into the picture of ability to pay.Mr. BELL. That is right.
Mr. GROSS. One other question—you have heard of the Randallreport on the salary business?
Mr. BELL. The special 
Mr. GROSS. Clarence Randall's report.
Mr. BELL. Yes.
Mr. GROSS. Let me insert my own observations since you mentioned,the previous administration several times in your discourse here thismorning.
I didn't agree with many things the previous administration did,.either, or their attitude toward deficits, debts, and so on, and so forth.I am one of those who happened to speak my piece when they were,in power in Government, so I have no hesitancy now.
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Getting back to the Randall report, Mr. Randall said:
I am firmly convinced that higher Federal salaries would attract a level of

competence that would so improve Government operations that there would
be no out-of-pocket cost at all.

Do you agree with that, Mr. Bell?
Mr. BELL. It has been my understanding, sir, that in that paper

what Mr. Randall was talking about was principally the higher levels
of management in Government.

Certainly I would agree that bringing in better competence in top
levels of Government can be expected to result in higher efficiency and
savings in expenditures.
As you know, of course, the costs of the increases to the persons at the

high end of the salary scale are relatively very small. The budgetary
increase for all the supergrades, I think, at the end of the third year
would be something like only $9 million out of this billion dollar total,
and I assume that is what Mr. Randall was talking about, and, there-
fore, it is quite likely to occur.
Mr. GROSS. I am making no assumption at all he was talking about

higher salaries because he didn't say higher salaries; that is, the high
bracket salaries in Government.
This was a very generalized statement. Admittedly I quoted only

one sentence, but I find nothing here in which he says that this is his
attitude only toward higher bracket salaries in the Federal Govern-
ment.
You know, there is quite a contradiction here in what we are doing.

We are building plush office buildings down here in Washington, in-
cluding one for the House of Representatives, but downtown there are
all kinds of buildings, air-conditioned, supposed to provide more
efficiency. We are doing all of these things, plus hundreds of millions
of dollars spent on automation which is supposed to increase efficiency
in the Federal Government, and we understand the necessity for in-
creases in the Post Office Department regarding clerks and carriers,
those who carry on the field services of the Post Office Department.
However, aside from that, we will have put on so far in the Kennedy

administration, as I recall the figure, around 80,000 employees, and it
is predicted this will go to 130,000 to 140,000 by the end of the next
fiscal year.
Where is this efficiency, where is this return in increased produc-

tivity with all of the expenditures going on to increase this so-called
efficiency in other ways?
Mr. BELL. Many of the employees to which you refer, the increase

in employment, are in the Post Office, some thousands of that in-
crease.
Mr. GROSS. Let us leave that Department out and take other

branches of the Federal service.
Mr. BELL. There are something like 25,000 to 30,000 in the Defense

Department. This is the case we spoke of a while ago.
This the President felt and recommended to the Congress, and

Congress agrees, that a substantially larger defense program should
be undertaken, and it is being undertaken. That means more work
will be done.
I indicated Secretary McNamara's firm intention to do that work,

a larger volume of work, at a higher efficiency, but the net effect over
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the short run has been to increase the number of persons on the pay-
roll. That is correct.
Mr. GROSS. One further observation and then I am through—this

business of saying Congress approves these things, and Congress does
approve many of them, but let me say to you, Mr. Bell, that there is
an awful lot of arm-jerking and pressure tactics being used around
here to get some of these programs through from the executive branch
of Government which cause spending to go up and up and up.
Mr. JOHANSEN. I have just two or three questions. I will tell you

very frankly I am trying to understand your philosophy. I am trying
to understand the philosophy of Senator Byrd, and they are obviously
opposing philosophies.
Can you tell me offhand in the years since the end of World War

II how many years we have had deficits, where we ended with de-
ficits?
Mr. BELL. There have been 17 years in all. During that period

there have been about six surpluses, I believe. That would leave
roughly 11. I am sorry I don't have the precise figures with me.
Mr. JOHANSEN. Assuming those figures, is it your conclusion that

the 11 years of deficits were under the philosophy which you expressed
justified, desirable, and in the public interest?
Mr. BELL. No, sir, I do not. I do not think the philosophy which 

instance.
For 
have suggested has been applied fully in every 
For one thing, these ideas have been growing, their acceptance

has been growing, people have been understanding them better, so
that right after the war you may recall there was a great deal of un-
certainty as to what the proper fiscal policy was.
The initial feeling of many economists and many Members of Con-

gress was that we would probably be facing a postwar recession and
fiscal policies should be aimed at that. This was erroneous. We faced
inflation instead.
Looking back, I would personally be quite persuaded that the

surpluses which were run in the budget—there were more surpluses
than deficits in Mr. Truman's immediate postwar years—but looking
back those surpluses were not large enough and there were not enough
of them. We should have been running in those years a substantially
bigger net surplus in the Federal budget in order to reduce the in-
flationary pressures which were very serious at that time.
Mr. JOHANSEN. What about reducing the national debt?
Mr. BELL. It would have resulted in the ability to reduce the na-

tional debt even more than Mr. Truman was able to reduce the
national debt during his term.
Mr. JOHANSEN. Do I understand, however, with respect to the fiscal

year just ended, that you say "A smaller deficit would have been
undesirable"?
Mr. BELL. In the fiscal year just ended?
Mr. JOHANSEN. Yes.
Mr. BELL. Yes, sir, that is correct. The judgment as to how big

the deficit ought to be in a year of recession and of emerging from
recession, such as we have had, is one where judgments can differ.
In the last previous similar year in the Esienhower administration

the deficit was some $12 billion, as you will perhaps recall.
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I think looking back that was probably too large, and I think the
Eisenhower Secretary of the Treasury and Budget Director at that
time, and President Eisenhower himself, perhaps, might agree that
was a larger deficit than should have been run in that period of
recession.
We tried, and have succeeded, in running a smaller one in this

particular period of recession. The economy has moved quite well,.
as you know, all through calendar 1961, and on into the first half of
this year conditions improved rapidly, although the economic cir-
cumstances during the latter part of this spring and at the present
time are somewhat more doubtful.
We are not clear as to what the best judgment is as to the outlook

from here on.
However, up to now the combination of elements which has con-

tributed to the susbtantially rapid rate of recovery from last year's
recession, the revival of business investment, the Federal deficit, the
increase in consumer spending, all of these have worked very effec-
tively together to restore employment and increase the use of indus-
trial capacity quite effectively.

Therefore, I would think, looking back, that it would be an appro-
priate judgment that the size of the deficit was not too bad.
Mr. JOHANSEN. I understand there is a prevalent philosophy that

there is a need for some shift from what has been called spending
in the private sector to spending in the public sector.
Mr. BELL. There are some economists who hold this, sir, but that is

not my view and it is not the view of the present administration.
Those economists, I should say, are relatively, so far as I am aware,
in the minority among economists, and certainly this is not part of
the philosophy of this administration.
Mr. JOHANSEN. Insofar as there is a shift from spending in the

private to the public sector, does that not inevitably contribute to Fed-
eral deficits on two counts—first of all, because it involves more Fed-
eral spending; secondly, because it decreases the spending in that seg-
ment of the economy which is the source of the tax revenues which
pays for the public sector's spending?
Mr. BELL. I do not want to sound as though I am defending the,

point of view that there should be a shift from the private to the public,
sector because I do not defend it. I do not agree with it.
But those who do argue that way, Mr. Johansen, would answer. you,,

I believe, that the shift could be supported by additional revenues
taken from the private sector.
I repeat, I am not trying to support that point of view. I am just-

saying that is what they would say.
Mr. JOHANSEN. I understand that. As a matter of fact, is not what

is transpiring actually a shift from private sector spending to public.
sector spending? I cite as an example the statement, which I believe
to be accurate, that of the $31/2 billion increase in Federal spending
proposed for the current fiscal year, $2 billion, or 58 percent, is for non-
military functions.
Mr. BELL. I don't know where that figure comes from.,
Mr. JOHANSEN. From. Senator Byrd.
Mr. BELL. It doesn't sound correct to me. I haven?t, my budget

documents with me.
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But, anyway, I don't think the conclusion is correct. As I have
indicated, since the war there has been a trend toward large absolute
spending, that is in absolute numbers, larger dollar figures. The Fed-
eral budget has risen in absolute terms but not in relative terms.
The Federal Budget today is running at something under 16 per-

cent, Federal expenditures in comparision to the gross national output
of goods and services being about 15 point something percent of the
gross national product.
Back in 1946 or 1947 it was about the same. It rose a little bit dur-

ing the Korean war, up to around 20 percent.
Then in 1953 and 1954 it fell. Since 1955 it has been virtually sta-

tionery. There has been no shift from private to public spending so
far as the Federal Government is concerned.
I don't think this is the case with respect to the States and the lo-

calities. I believe there has been some increase in the proportion of
national resources which are used by the States and localities, but 
Mr. JOHANSEN. Again adding to the aggregate Government costs

which the private economy must support.
Mr. BELL. Yes, sir that is correct.
Mr. JOHANSEN. On the premise that the taxpayer is indivisible.
Mr. BELL. I think that is an accurate conclusion.
Mr. JOHANSEN. I have one final statement.: Is there any relevancy

any more—and I should say as a background to this question that. we
are constantly confronted with new programs, proposed new pro-
grams, involving new and additional spending—is there any relevancy
in your judgment to the old-fashioned, quaint McKinleyish question
"Can we afford it?"
Mr. BELL. Yes, sir.
Mr. JOHANSEN. If so, when does that relevancy occur?
Mr. BELL. We in the Budget Bureau apply that question daily, and

most notably in the months of effort we put into the review of each
agency's proposed spending plans and before making a recommenda-
tion to the President as to what he should transmit to the Congress.
I think that is the question all of us should ask. We try to ask it.

I am sure the Appropriations Committees of the Congress try to ask it.
A conspicuous case in which it was answered last year both by the

executive branch and by the Congress, and where a big effect on the
budget resulted, was in the case of the space program. Can we afford
to send people out into space, to orbit the earth, to do more and more
complicated things and eventually to go to the moon.
It was clear at the time that the recommendation was made and it

was so stated, that there was a total bill on the order of $20 to $40 bil-
lion which was attached to that decision.
You may recall the President came up here to the Congress and

spoke to them personally and said this was a major choice which the
country needed to face, and he personally thought we should do it.
He invited Congress' attention to the same question.
Congress decided we should do it, and we are now doing it. We are

midway into it. The space budget is jumping by $1 or $2 billion
every year, and it will continue to do so for another year or two
before it levels off.
The question was whether we can afford it. The answer given by

the President and the Congress was that "Yes, we could."
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I think that was correct, incidentally. I am quite prepared to de-
fend that point of view.

Nevertheless, I am giving it as an illustration of exactly why your
question is highly relevant.
Mr. JOHANSEN. My whole point is this: There are a great many

things desirable.
Mr. BELL. Right.
Mr. JOHANSEN. There are some things absolutely and desperately

necessary.
Mr. BELL. Right.
Mr. JOHANSEN. And we are told frequently about some of these

desirable things. When a thing is good, of course, we can afford it.
My point is this: When I raise the question of whether we can afford

it, it goes not to the question of desirability but it goes to the question
of the laws of economics and the simple laws of arithmetic which I do
not think we have completely repealed.
Mr. BELL. I entirely agree with you.
Mr. JOHANSEN. So the decision of what is good and desirable does

not necessarily coincide with the decision that we can afford it.
Mr. BELL. I entirely agree. I make that speech myself several

dozen times a year. I repeat in all seriousness
' 
we try to apply exact-

ly this principle. You and I might very well differ on the result in
any particular case.
Mr. JOHANSEN. I am intensely curious to know how many billions

of proposed spending the previous or this administration or the pre-
vious or this Congress have turned down on the grounds that we
couldn't afford it.
Mr. BELL. In the course of preparing the budget which the Presi-

dent submitted in January of this year we recommended reductions
on the order of several billion dollars from the original figures which
the agencies submitted.
This is not unusual. I believe it happens every year and has hap-

pened every year under previous budget directors and I am sure it
will in the future. I am not trying to sound as ;hough I take per-
sonal credit for this. This is the way the system works and should
work. This is the reason the Budget ]Bureau exists, to try to distin-
guish the merely desirable from the necessary.
I repeat, you and I might differ on any given case but we do not

differ on the criterion to be applied.
The U.S. Government should be doing only what is necessary to

be done and not what is merely desirable, and what is necessary to be
done we should be prepared to recommend the revenues over a period
of time which will pay for it.
Mr. JOHANSEN. My thinking is antiquated and goes back to 1932

when Franklin Roosevelt said that a government in an emergency,
like a family, can spend more than it takes in for a time, but a govern-
ment, like a family which persists in spending more than it takes in, is
headed, like the family, for the poorhouse.
The CHAIRMAN. Thank you very much.
Mr. WALLHAUSER. Can we come back from the field of general eco-

nomics to H.R. 10480 for a moment? Has there been any discus-
sion at high level ranks about any adverse action by the administra-
tion if this committee or the Congress did not accept H.R. 10480?
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Mr. BELL. I am not sure I understand the. point of your question.
Mr. WALLHAUSER. Has there been any talk of a veto by the Execu-

tive?
Mr. BELL. I guess all I can say, Mr. Wallhauser, is that Presidents

typically do not indicate ahead of time, at least publicly, what they
will accept or not accept.
Mr. WALLHAUSER. What would your recommendation be since your

Department had so much to do with the administration bill?
Mr. BELL. We have tried to indicate, in fact I tried to indicate in

this statement, that the principle of comparability, the principle of
basing Federal salary adjustments on a rational, realistic, accurate,
measurable standard we regard as a most important element of the
recommendations that are before you.
We believe, with Judge Davis, there ought to be a system of annual

review for Federal pay scales.
We regard the bill as being highly desirable in that it accomplishes

a tremendous rationalization and improvement in the internal relation-
ships among the grades and the system of within-grade promotions,
and all that sort of thing, so it is a major reform measure.
The President was prepared to recommend it because it was a major

reform measure.
I would myself, for whatever weight it would be, in terms of my

recommendations to him I would be most concerned about any bill
which departed substantially from the reform content of this proposal.
This is not to say—you know, the President having been up here,

and a Member of the Congress in both bodies, certainly would not put
himself in the position of saying "My recommendations are it and I
will not accept a change, a dotted or a crossed 't' differently."
There are many points where judgment was exercised and had to be

exercised in getting up this bill. The committee's judgment might
very well be something different. However, the basic principles of
reform which we believe are reflected in this legislation I would per-
sonally feel are very important, and so far as I made a recommendation
to the President, would be quite influential.
Mr. WALLHAUSER. You still have a basis of reform, changed

amounts, changed percentages, and so on. Is that so?
Mr. BELL. Yes.
Mr. WALLHAUSER. Without going into specifics, I believe in the

Post Office recommendations there are certain employees who actually
would earn less than they are now earning.
Mr. BELL. I understand there is a provision about the longevities.
Mr. WALLHAUSER. This would not appear to be a very fair arrange-

ment, would it?
Mr. BELT,. I would not think that was one of the more important

elements of the recommendation, no.
The CHAIRMAN. Anything further?
Mr. OLSEN. Mr. Bell, this determination to provide for increases in

three different years, was that directed by this question of whether or
not we can afford a whole increase this year?
Mr. BELL. In large part it was, Mr. Olsen. It was the feeling that

the budgetary position would be preferable if the increase came about
in three stages, three phases, rather than all at once.
Mr. OLSEN. So that the need for a pay increase is being influenced

by some budgetary considerations?
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AEI.. BELL. Yes, sir, in that respect it certainly is.
Mr. OLSEN. However, the Bureau of the Budget and the administra-

tion do agree that the Congress should have something to say about
the answer to the question—Can we afford it?
Mr. BELL. Of course.
Mr. OLSEN. So if Congress decided to have other effective dates

they are entitled to that opinion, aren't they?
Mr. BELL. Certainly.
Mr. OLSEN. Thank you very much.
The CHAIRMAN. Anything further?
Mr. ADDABBO. Do you think the Government can afford the loss of

employees because of low salaries in low levels and upper levels?
Mr. BELL. If I understand your question, Mr. Addabbo, we would.

feel very strongly that it is inefficient to pay substandard salaries. It
leads to inefficiency for the Government to be in a position in which
many people who have started out in the Government service, have
had years of experience, are approaching the levels of responsibility
which would make the best use of their training, and in which they
could exercise first-class supervision and guidance to Government
programs—that people like that under present circumstances face
strong incentives to leave Government. This is certainly a contribu-
tion to inefficiency rather than to efficiency.
Mr. ADDABBO. And that refers to lower salaries?
Mr. BELL. The same point would apply to any level of salary.
Mr. ADDABBO. Can you give me a figure in dollars and cents, or per-

centage, of the return that would come back to the Government in
taxes if these increases under both bills were enacted?
Mr. BELL. I suppose that the simplest answer to that would be to

apply the average rate of tax return from any increment in private
income, which the Treasury calculates somewhere in the neighborhood
of 20 percent, if I am not mistaken. So one would assume offhand,
as a first approximation, that of any increase in private income Some
20 percent would be coming into the Government, the Federal Govern-
ment.
Mr. ADDABBO. So if the increase amounted to approximately a bil-

lion dollars, about $200 million would come back in revenues?
Mr. BELL. Something like that. As you recognize, that is a rough

approximation.
Mr. ADDABBO. And the postal rate increase will give the Govern-

ment about another $600 million to meet practically the entire increase
of $1 billion.
Mr. BELL. That is certainly correct so far as arithmetic goes, yes,

sir.
The CHAIRMAN. Other questions?
Thank you very much, Mr. Bell.
Mr. DERWINSKI. MT. Bell, a year or SO ago we had the postal rate

bill before us. Mr. Roosa, who is the Under Secretary of the Treasury,
testified before the committee.
Mr. BELL. Bob Roosa, yes sir.
Mr. DERWINSKI. He stated his responsibility was for the revenue

side of the budget. Your responsibility was for expenditure side of
the budget.
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In the statement you submitted to us this morning I see no figures
whatsoever as to your latest estimate as to the cost of the administra-
tion pay bill.
Mr. BELL. I believe those figures have been in the record from the

beginning of your hearings, Mr. Derwinski.
Mr. DERWINSKI. I realize that. Is there any change in the esti-

mated cost in view of increases in productivity or reductions in work
force, or anything of that nature?
Mr. BELL. I don't think there are any changes.
Mr. DERWINSKI. The figures you submitted to us are still correct?
Mr. BELL. About $1 billion over the 3 years.
Mr. DERWINSKI. In your statement, Mr. Bell, you state—
I believe very strongly in holding the level of Government employment to the

minimum necessary to get the job done.

You continue and point out that you believe it is possible to achieve
a greater efficiency per man in Government work.
Then you cite the Post Office as an example.
Mr. BELL. That is right.
Mr. DERWINSKI. Is it proper to infer from your statement that by

citing the Post Office affirmatively that you are criticizing other De-
partments of Government for not utilizing manpower properly or as
efficiently?
Mr. BELL. Not at all. 'I cite that as in illustration which would be

familiar to this committee of the principle which applies throughout
Government.
I can give you several other illustrations offhand if you would like

me to. The Department of the Treasury, for example, where the
Division of Disbursements employed 1,900 people in fiscal year 1960,
and issued 282 million checks. In 1962 it employed nearly 300
fewer people and issued some 34 million more checks. This is the
kind of increase in efficiency we are talking about.
In the Department of Agriculture the Agricultural Stabilization

and Conservation Service has cut requirements by some thousands of
man-years in the last few years, sufficiently so that in the 1963 budget
where they ask for 4,000 man-years, if they were performing at the
efficiency rates they had in 1952 they would have required 10,000 em-
ployees. This is an illustration of productivity increases.
In the Veterans' Administration, handling veterans' insurance poli-

cies, the number of employees has declined from 1958 through 1961
from 4,400 to 3,500. This is a reduction in staff of 19 percent during
a period in which the insurance policies in force declined only 4
percent.
In the Department of Commerce you are perhaps familiar with the

very impressive story of how the 1960 census was handled in compari-
son to the 1950 census. It was a much bigger census but it was
handled 18 months quicker and with a smaller staff.
If you compare the two periods 10 years apart the total employment

in the Census Bureau has gone down by about 10 percent, even though
the work they are doing is substantially larger. This is the result of
automatic data processing to a very large extent.
These are illustrations which could be repeated and enlarged upon.
We have instituted the standard which we expect to apply in re-

viewing each agency's budget that they should be able to show us
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increases in efficiency every year in every agency. They have to justify
the exceptions if they claim for some reason or other that it is not
possible to achieve this kind of increase in efficiency, and there are
some instances in which that is probably correct.
In our judgment they should be relatively few and far between.

This is what we expect to see in every agency as we look at their
budget.
Mr. DERWINSKL Then it is your view that it is necessary to take all

practical steps to increase work or efficiency?
Mr. BELL. Yes, sir.
Mr. DERWINSKL Would this run contrary to the objections of some

employee groups who might charge you with speedup procedures or
things of that nature ?
Mr. BELL. I think by and large the managers, people responsible

for running Government operations, have learned in recent years, as
have most people in private business—not all but most—that when you
want to institute a program of increasing efficiency the first thing you
need to do is to make sure the people who work in the place understand
what it is, why you propose to do it, how it will work, what the effect
will be on them, and that they participate in deciding how it will be
carried out and the rate of speed.

Frequently the program of work improvement, efficiency improve-
ment, can be and should be worked out jointly between the management
of the place and representatives of the workers.
Under those circumstances I would not think we should assume

that in the normal case there would be opposition from representatives
of the workers.
Mr. DERWINSKL In your prepared testimony you state:
If we agree efficiency in Government needs to be raised and employment held

down, I am sure you will agree that the Federal salary scales need reform to
permit Government to attract and hold first-class personnel.

I don't want to misinterpret your language there, but are you imply-
ing that the personnel we are now attracting and holding are not first
class?
Mr. BELL. We are attracting and holding many first-class people

who are prepared to come into Government at some financial sacrifices
because they want to work in Government. I expect that will con-
tinue to be the case and would continue to be the case if our salaries
were much worse than they are now.
This does not seem to me, however, to be a good reason for paying

substandard wages, and I think it is quite clear, and as you can tell
from thhe earlier colloquy, I have seen cases in my own agency, and I
have had constant discussions with other officials of the executive
branch, which indicate that we are in fact not getting quite a few
first-class people we could get were our salary scales better.
Mr. DERWINSKL It seems there is one glaring deficiency in the ad-

ministration's proposal; that is, you do not take into account the tre-
mendous fluctuations in cost of living across the country.
As a matter of fact, in a district such as the one I represent, in

suburban Chicago, the postmasterships sometimes go begging. In
contrast a postmastership in Rhubarb Valley, Ga., is a plum.
The point is that obviously the scale is identical in Georgia as it

is in Cook County, Ill., New York City, or Los Angeles, Calif. Ob-
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viously from the standpoint of the individual the position is much
more attractive in one location than in another.
As I see it, you have nothing to meet that problem.
Mr. BELL. This is a problem which I am sure this committee has

been faced with on numerous occasions over the years.
The present pay systems which we are proposing to reform do not

include differentials for different geographical locations. We are
making no change in that situation.
The reasons we make no change I think are well known to this

committee. It is extremely difficult, recognizing there are cost-of-
living differences, to draw the lines which would be necessary to
establish the system which would permit you to equitably and ac-
curately reflect differences in cost of living in a pay structure.
Over the years the executive branch and the Congress have felt

that the better way to handle this problem was to have a single pay
scale nationwide.
There are some special features which allow for exceptional hard-

ship cases, if I am not mistaken.
The CHAIRMAN. Section 104 of this bill would help that situation.

Are you familiar with section 104, page 2 of the bill?
Mr. BELL. Yes, sir. That would permit exceptions under special

circumstances.
The CHAIRMAN. That is right.
Mr. BELL. This would not, of course, provide for differences down-

ward in exceptionally low cost-of-living areas.
Mr. OLSEN. Are you familiar with the fact that 75 to 80 percent

of the employees are resident in cities of more than 100,000?
Mr. BELL. Certainly.
Mr. OLSEN. So that the cost of living is pretty standard for 75 to

80 percent of the employees.
Mr. BELL. That is right. After all, the differences in the United

States are becoming smaller rather than larger as the years go by—
as Rhubarb Valley, Ga., is becoming part of the Atlanta metropolitan
area, for example.
Mr. OLSEN. That is right.
The CHAIRMAN. Anything further?
Thank you very much. We appreciate your testimony.
Mr. Macy, we regret we could not reach you today.
Can you be here tomorrow morning?
Mr. MACY. I shall be pleased at any time you designate, Mr.

Chairman.
The CHAIRMAN. At this time, without objection, I will insert in

the record a letter from Jerome B. Wiesner, Office of Science and
Technology and another from Warren Olney III, Director, Adminis-
trative Office of the U.S. Courts; also a letter from Mr. John J.
Murphy, president of the National Customs Service Association.
(The letters follow:)

Hon. Tom MURRAY,
Chairman, Committee on Post Office and Civil Service,
House of Representatives, Washington, D.C.
DEAR MR. MURRAY : I am writing with respect to the President's salary reform

proposal before your committee to urge the most careful consideration to the bene-
ficial effects its enactment would have in reducing quality manpower losses and

EXECUTIVE OFFICE OF THE PRESIDENT,
OFFICE OF SCIENCE AND TECHNOLOGY,

Washington, July 10, 1962.
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recruitment difficulties that have become critical in our scientific and tech-
nological programs.
My responsibilities to the President entail close attention to the effectiveness

and productivity of Government laboratories and to the overall quality of the
Federal research and development establishment. I am acutely aware of the
steady losses from the cadre of top quality scientists and engineers engaged
in research and administration.
The Civil Service Commission survey of industrial salaries comparable to the

Public Law 313 range of $12,500 to $19,000 showed typical levels of compensa-
tion outside the Government ranging from $20,000 to $45,000. This large
difference in compensation has undoubtedly influenced in a major way decisions
to leave Government laboratories. Your committee is already aware of many
case histories of such occurrences. This Office, with its day-to-day involvement
with a great variety of research and development programs, affords another
vantage point from which to assess their effect.
The Federal Council for Science and Technology has provided a basis for

judging the seriousness of the losses. Its findings, summarized in "The Compe-
tition for Quality," are based upon some 800 resignations and new hires in a
number of Government laboratories during fiscal year 1961. Of the senior
scientists at the level of GS-13 and above, whom their colleagues regarded as
outstandingly creative, almost 21/2 times as many left the Government service
as entered it. Of the scientists and engineers who resigned from Federal Gov-
ernment positions at GS-13 and above in the period 1958-60, 21 percent had the
Ph. D. degree, compared to only 10.5 percent of those hired or promoted.
The disparity of salaries between Government and industry also affects re-

cruitment. Only one-quarter of the scientists and engineers entering Govern-
ment service upon receiving the bachelor's degree in 1961 graduated in the top
quarter of their classes. In 1956 the comparable figure was 35 percent of those
hired. In 1951 it was 70 percent. This trend bodes ill for the future quality
of our research establishment. While the quality hiring program under section

803 of the Classification Act and more liberal GS-7 eligibility were intended to
help remedy this situation, they are insufficient in promoting the desire to enter
Government service. Of the 4,415 scientists, engineers, and mathematicians

who competed and became eligible for appointment at GS-7 in 1960, only 2,389,
or 54 percent, accepted employment. In order to alleviate these recruitment
difficulties it is necessary to have a system of compensation which offers ade-

quate promise of future advancement to the best science and engineering

graduates.
I am convinced that the disparity in pay for Government scientists and engi-

neers, particularly in the higher salary levels, threatens the continuing quality
of the management and performance of Government research. The recent
Bureau of the Budget study of R. & D. contracting with private institutions
emphasized that with the rapidly expanding Federal support of research and
development, almost 80 percent of which is conducted through non-Federal in-
stitutions, it is essential that the management and control of such programs be
firmly in the hands of full-time Government officials. The study concluded
that the public interest requires the Government to have exceptionally strong
and able executives qtalified to make policy decisions on types of work to be
undertaken. Clearly, in dealing with programs of this magnitude the return
to the public from topflight management direction and control far outweighs
the added cost of the salary proposals.
An increase in salary of Government scientists and engineers should not re-

sult in an inflation of wages for comparable personnel in private industry. Re-
vision of agency contract poliices respecting salaries in accordance with the sug-
gestions contained in the Bureau of the Budget study should offset this possi-
bility. Further, the salaries proposed for senior scientists and engineers in
Government are not fully comparable to those of private industry but, when
considered in relation to the attractions of pnblic service, should be sufficient in
most cases to counterbalance private offers at higher salaries.
In conclusion, I urge the committee to consider the problem of salaries in the

Federal service for scientists and engineers in the context of the competitive
situation which has been .intensified by increased Federal support of research

and development, having in mind the great importance of the programs which
they administer and carry out.

Sincerely yours,
JEROME B. WIESNER.
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ADMINISTRATIVE OFFICE OF THE U.S. COURTS,
Washington, D.C. July 10, 1962.

Hon. TOM MURRAY,
Chairman, Post Office and Civil Service Committee,
House of Representatives, Washington, D.C.
DEAR MR. MURRAY: The Judicial Conference of the United States at its meet-

ing in March 1962 directed the Administrative Office of the U.S. Courts to take
appropriate steps to ask that officers and employees in the judicial branch of
the Government be included in any general salary adjustment legislation which
may be passed •by the Congress this session. It is not the intention of the
Conference that the officers and employees of the judiciary be afforded special
treatment in the area of salary adjustments, but that, if appropriate, the lan-
guage in section 116 of Public Law 86-568, effective July 1, 1960, be included
in the proposed legislation so that they may receive salary adjustments com-
parable to those afforded other officers and employees of the Federal Government.
If the above-cited section of the Federal Employees Salary Increase Act of

1960 appears not to be in accordance with proposals under consideration by your
committee, please let us know and we shall be glad to be of assistance in draft-
ing a part which will apply to the salaries of the officers and employees of the
judiciary.
We shall also, of course, be glad to provide any service or assistance which

your committee might desire in considering the application of any such act to
the judiciary.

Sincerely yours,
WARREN OLNEY, III, Director.

NATIONAL CUSTOMS SERVICE ASSOCIATION,
July 13, 1962.

Hon. Tom MURRAY,
Chairman, Committee on Post Office and Civil Service,
Old House Office Building, Washington, D.C.
DEAR MR. CHAIRMAN: The National Customs Service Association is an organ-

ization comprised of employees of the customs service at all levels. Our mem-
bership is spread from the continental United States to Alaska, Hawaii, Puerto
Rico, and the Virgin Islands. We also have members in foreign countries where
there are customs employees.
The subject of pay has always been a problem for us as it has been for other

Federal employees. It is our experience that despite the action of Congress
in revising pay levels, we continue to lag behind the cost-of-living and in many
instances the pay of our members falls below that of their counterparts in
industry.
We support most vigorously the President's pay reform plan and the concept

of equal pay for equal work. Comparability with salaries paid in industry is
a greatly to be desired goal. If the idea of comparability is a sound one—and
we believe it is—it would be only fair and equitable to bring about comparability
now rather than later. If the case for comparability is sound, there seems no
valid reason to delay action.
We believe also that the effective dates should be on a 6-month rather than

a 12-month base. That is to say, that the effective dates of the adjustments
would be July 1, 1962, January 1, 1963, and July 1, 1963. This would make
the reform program fully effective in half the proposed time.
With respect to the so-called supergrades of 16, 17, and 18, we believe that

they should be made a part of the general schedule system. We do not think
that there is need for a numerical limitation on supergrades. If the level of
work importance and responsibility is such that it belongs in a supergrade, it
should, in all fairness, be placed there under the criteria justifying the alloca-
tion of any grade. It seems basically unfair to preclude allocation to a grade
simply because of numerical limitation. It is the work that justifies the grade.
If this is not possible, then comparability does not mean anything.
In our service we have seen the creation of the supergrade barrier act against

the best interests of many deserving individuals. It often presents an obstacle
that cannot be overcome and thwarts the ambitions of subordinates. For
example, we may have an employee who is doing excellent work and whose
duties and responsibilities have increased to the point where a higher grade is
warranted. If the grade to which he must rise is in the present supergrade
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category, he is effectively prevented from receiving his proper renumeration
simply because of the numerical limitation on grades at the super level. It is
unreasonable that such a condition should continue and we urge this honorable
committee to consider taking amendatory action.

Finally, as many of our members are at the lower GS level, we respectfully
suggest that consideration be given to increasing the amount of raise proposed
for employees in the low-pay brackets. It would be most unfair to limit them
to the amounts proposed while other employees would be given substantially
higher amounts.
I appreciate the opportunity to make our views known and know that the

members of this honorable committee understand thoroughly the pay problem
of Federal employees. We know that the future of this legislation is in good
hands.
With many thanks for your kindness and consideration, I am,

Sincerely yours,
JOHN J. MURPHY, President.

The CHAIRMAN. We shall now adjourn until 10 o'clock tomorrow
morning.
(Whereupon the committee adjourned, to reconvene at 10 a.m.,

Thursday, July 12, 1962.)
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THURSDAY, JULY 12, 1962

HOUSE OF REPRESENTATIVES,
COMMITTEE OF POST OFFICE AND CIVIL SERVICE,

Washington, D.C.
The committee met, pursuant to recess, at 10 a.m., in room 215,

House Office Building, Hon. Tom Murray ( chairman) presiding.
The CHAIRMAN. The committee will come to order.
We have had the pleasure of hearing from Mr. John W. Macy, Jr.,

Chairman of the Civil Service Commission.
He and certain members of his staff are again present and ready tb

answer questions by members of the committee.
If you gentlemen will come forward.

STATEMENT OF HON. JOHN W. MACY, JR., CHAIRMAN, CIVIL

SERVICE COMMISSION, ACCOMPANIED BY HAROLD LEICH, CHIEF,

PROGRAM PLANNING DIVISION, ROBERT S. HARE, CHIEF, PAY

SYSTEMS SECTION, ROBERT F. MILKEY, PAY SYSTEMS

SPECIALIST

Mr. MACY. Thank you, Mr. Chairman.
The CHAIRMAN. Have you any further observations to make?
Mr. MACY. If I may, Mr. Chairman, I have a brief statement that

I would like to offer which I think will provide a summing up of the
position I am taking.
The CHAIRMAN. Very well.
Mr. MACY. For the record, I have with me Mr. Harold Leich, Mr.

Robert Milkey, and Mr. Robert Hare, all members of the Commission,
Bureau of Programs and Standards, working in the compensation
field.
Mr. Chairman and members of the committee, I appreciate the

opportunity you have afforded me to appear before you once again
in the course of your consideration of H.R. 10480, introduced by
Chairman Murray, on Federal salary reform and other Federal pay
legislation. Since I presented my testimony on May 3, your com-
mittee has generously arranged time to hear the views of department
and agency heads, employee leaders, and interested private citizens
on this critically important legislative issue. It is not my purpose
to repeat in any detail earlier testimony but to sum up briefly the
principal benefits to the Federal service offered in H.R. 10480 and to
respond to questions you may wish to direct to me.

825
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All witnesses who have testified have agreed on the importance
of adequate Federal salaries in the attraction and retention of able
and dedicated employees in the Federal service and the necessity for
changes in the existing salary situation. In the view of the Commis-
sion, the President's salary reform proposal, as embodied in H.R.
10480, represents the most effective and appropriate means for achiev-
ing these objectives. This proposal would fundamentally revise and
improve Federal salary systems. Such revision and improvement are
urgently needed if Federal programs are to be staffed and performed
at the level of capability expected by the Congress, the President,
and the American people. This is significant, long-term improve-
ment that is proposed and not an immediate, short-term pay increase.
The proposal contains two basic principles to be applicable in de-

termining salary rates for 1,600,000 positions and employees in the
four salary systems of the Government.

First, comparability, where Federal salaries are made comparable
with private enterprise salaries for the same levels of work.
Second, internal alinement, where equal pay for equal work is main-

tained and pay distinctions are established in keeping with work and
performance distinctions.
The first principle can now be met through a factual and objective

method. The authoritative Bureau of Labor statistics annual reports
of national salary levels in private enterprise are available in setting
and adjusting salary schedules. Through annual review of these re-
ports it will be possible for the President to present annual recom-
mendations based on changes in comparability.
The second principle is met through the establishment of an im-

proved salary structure with regularized intervals between grades and
appropriate within-grade ranges.
In the interest of maintaining a high quality career service the pro-

posal includes authorization for greater flexibility in applying the
salary system. It would create a better method for advancing salary
rates to meet competition in shortage occupations. It would permit
use of above minimum salaries to attract highly qualified personnel.
And, it would make possible merit increases in recognition of better
performance.
The proposal has special importance in setting standard policies

applicable to all Federal statutory salary systems. Such standard
policies, which have not existed in the past, are called for in fairness
to employees to assure equal treatment for all and to avoid more liberal
treatment for some groups in contrast to others. It is called for in
fairness to the taxpayers because unnecessarily liberal policies for cer-
tain systems would result in unnecessarily high salary cost. It is
called for to provide an objective basis needed in all systems for de-
termining the timing and amount of adjustments.

It is now possible to bring all four systems into proper relationship.
The Classification Act comparability schedule is based directly on
BLS findings and the comparability principle is extended to other
systems by linking salaries at a few key levels with the Classification
Act. The points of linkage were determined on the basis of evalu-
ation of duties, responsibilities, and qualification requirements while
taking account of other factors such as opportunity for advancement
and career patterns.
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Both the standard policies and interrelationships would be seriously
disrupted if any one system were separated out from the others and
given special or immediate pay treatment.
The application of the comparability principle using the currently

available BLS survey calls for significant adjustment of existing rates.
Virtually all rates would be increased. These increases are much
greater at top levels than at lower levels in order to achieve more
equitable relationships among Federal salaries and to bring Federal
schedules more in line with prevailing levels in the private economy.
Once this "catch up" process is completed it can be expected that fu-
ture increases will be more evenly distributed at all levels.
The lower level positions have received pay increases of sufficient

size in the past to make their rates much closer to what is paid in
salaries for similar work in private enterprise. After World Wai-
n four successive pay adjustment actions provided much higher per-
centage increases at the lowest rates than at the top rates and this
relationship has been preserved in recent years through across-the-
board percentage increases.
Those responsible for the accomplishment of Federal programs of

all kinds have indicated the need for this reform. It was their force-
ful view that without improved salary systems they would be severely
handicapped in meeting program goals set by Congress and the Presi-
dent. Some have pointed to the increased use of the contract method
as a result of past inadequate managerial and scientific salaries. As
additional evidence of this need, I am furnishing copies of the Fed-
eral Council for Science and Technology publication, "Competition
for Quality," prepared by a panel of science administrators, headed
by Dr. Allen Astin.
I would like to say, also, in response to questions raised of Mr. Bell

by Mr. Corbett yesterday we have prepared a summary document
which is before you and which includes the specific indications of
difficulty in recruitment and loss of personnel in a variety of middle
and upper level positions.
It was our thought that this document might be helpful to the com-

mittee in pulling together testimony that was given at various times
indicating the specific difficulties experienced by the departments and
agencies.
H.R. 10480 contains three pay schedules for each system. These

constitute the phased pattern for placing the new rates into effect at
three dates—January 1, 1963, January 1, 1964, and January 1, 1965.
As has been explained this pattern was designed to reduce the impact
of the total cost of $1,058 million on the budget. It should be empha-
sized that BLS reports for intervening years prior to 1965 will be
considered in the annual review prescribed in the bill. This review
may lead to recommendation for additional increases before the sched-
ules in the bill are fully effective. These schedules will provide a
guaranteed minimum increase for Federal employees on the desig-
nated dates.
Many witnesses have presented to your committee data of various

types intended to support larger increases for certain groups. But
in my reading of the record I am unable to find an alternative policy,
system and method for setting salaries that could be substituted for
the policy, system and method set forth in the President's proposal
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and in H.R. 10480. A long-term improvement is needed in the salary

program of the Federal Government. Further pay increases author-

ized without standard or policy will not meet that need. There is an

opportunity in this bill to take a long-needed and now achieveable step

in the direction of a continuing pay system which will be equitable

to employees, Federal agencies and the general public. The funda-

mentals of this proposal are essential to Federal salary systems which

will enable the Government to recruit, develop, and retain the top

talent needed in its career service in the days ahead. Your favorable

consideration of this bill will contribute to the long-term improve-

ment of the Federal service which plays such a vital role in our na-

tional security, welfare and progress.
Thank you, Mr. Chairman, for your courtesy in permitting this

further testimony and for introducing this important bill. I will be

pleased to respond to any questions that you and your fellow members

may wish to ask.
The CHAIRMAN. Are there questions of Chairman Macy?
Mr. CoRBErr. Mr. Macy, I am very happy that you went to the

trouble of gathering together some of the statistics and facts showing

difficulty of recruitment and retention. I have had an opportunity

to skim through that report. I recognize you did not have much time

to put it together.
In the furtherance of your case, am I not correct in believing that

almost all of these examples apply to specialists—economists, doctors,

scientists, pilots, and things of that sort?
Mr. MAcY. They apply to a variety of professional groups, but

they also apply to administrative and managerial posts as well.

Mr. CORBETT. Here is where a problem arises. In this connection

with competition with private industry, obviously the Government

never will be quite able to meet the problem if industry makes it more

attractive.
But in the body of Government employees do you or do you not find

that you have a pretty steady input of fairly capable people; I am

thinking of manning all of these departments and agencies, and what-

not, with people who do not require any special skill and ability over

and above average?
Mr. MACY. It is difficult to generalize on any organization as vast

and as diversified as the Federal service.
Mr. CORBETT. I even had difficulty framing the question.

Mr. MACY. One of the reasons in support of legislation of this kind

is that to an increasing extent a larger proportion of the Federal

service must be drawn from those who have had professional or

specialized training. This is because of the emerging technological

needs in so many of the Federal programs.
I would say we would have to analyze individual occupations and

locations to give you an answer, because we find that labor market

conditions vary from place to place. We find that our ability to

secure talent in certain professions is difficult, and in others not so

difficult.
It seems to me that an important element involved here is this need

to recognize quality, and if the Federal Government is not reasonably

competitive, it will mean that the Government will not be able to

compete at all effectively for the more able people that are in the labor

market.



REVISION OF FEDERAL SALARY SYSTEMS 829

Mr. CORBETT. I think I can ask the question better now. Are we
being asked to raise the salaries for 100 percent of our employees be-
cause we have problems dealing with 20 percent of the slots?
Mr. MACY. I would come back to the discussion which took place

yesterday. It seems to me that basically as a matter of policy it makes
(rood sense for the Federal Government to say that it is matching the
salary levels that are competitive across the country on • a national
average.
I think that as far as the necessity is concerned, and there was this

distinction made yesterday between desirability and necessity, I think
that the necessity is a growing one, and that it is particularly strong
at the point where the Government needs particularly high skills,
where there is competition.
I would feel that the combination of desirability and necessity is

important in considering pay proposals at this time.
Mr. CORBETT. That is all, Mr. Chairman.
The CHAIRMAN. Other questions?
Mr. UDALL. Mr. Macy, one problem about the administration bill,

one feature of the bill has bothered me. On page 42 of the bill, in the
section dealing with the postal field service, those employees in
PFS-1 through PFS-5 are given credit for their longevity in the con-
version process, but in PFS-6 through PFS-18 is not given credit.
I was impressed with the testimony of the representative of the

National Association of Postal Supervisors in this connection. It
seemed to me there was a real inequity here. I wondered whether your
Department would be opposed to giving some consideration to the
longevity status of these higher PFS employees.
Mr. MACY. I was impressed with their testimony, too, Mr. Udall.

Let me say that we would be willing and interested in reviewing that
particular portion of the bill to see if that seemingly inequitable situa-
tion could be corrected, and it is my impression that the Postmaster
General would be in accord with that, also.
Mr. UDALL. I am happy to hear this. It was my intention to offer

an amendment at this point in the bill. I am glad to have your re-
sponse.
Mr. MACY. If we may be helpful to you in working on that we would

be glad to do so.
Mr. UDALL. Thank you.
Mr. GROSS. In your statement, Mr. Macy, you say that—
In order to achieve more equitable relationships among Federal salaries.
Is it not true that if the administration's so-called pay reform bill is

approved that you would have two new supergrades, 19 and 20, and
that the top step in 20 would go to $28,000 a year?
Mr. MACY. There is only one step in grade 20, but it would be

$28,000.
Mr. GROSS. It would be $28,000 a year. Would that not immediately

create an inequity between Cabinet members and top level in the
supergrade ?
Mr. MACY. The executive pay positions, the Cabinet level and sub-

Cabinet and administrator positions, are not included in this proposal
on the grounds that these positions should be considered in relation-
ship to salaries for Members of Congress.
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As the President indicated in his message back on February 20, it is
his view that both top executive salaries and congressional salaries
were currently inadequate, and he offered to cooperate with the Con-
gress in working out a proposal for those groups; so far as equity and
proper relationship between the top jobs and the four systems pro-
posed here, your conclusion is correct. We are not dealing with that
relationship in this bill.
Mr. GROSS. You would have an immediate inequity, would you not?
Mr. MACY. We would have an inequity at the top level; that is

correct.
Mr. GROSS. You just do not cure the inequity in this legislation.
Mr. MACY. No; it would be necessary to move to a consideration

of executive pay and congressional pay, which I believe we should
do.
Mr. GROSS. Would it be a matter of 3 or 4 days, a week or 3 weeks

before we had an executive pay bill before the next session of Con-
gress if we by some mischance approved this reform bill?
Mr. MACY. I am not in a position to forecast time. I have been

in the Government long enough not to speculate on how long it takes
to get things done.
Mr. GROSS. I would not take very long for the Secretaries and the

Assistant Secretaries and the Deputy Secretaries and the Under Sec-
retaries to come flocking in for a pay increase. This just would not
work, $28,000 for Classification Act employees and $25,000 for the
members of the Cabinet.
Mr. MACY. I do not believe that would be the case because the view

of the President has been that these salary levels should be considered
in conjunction with Members of Congress, and in his message he indi-
cates that in any event such increases should not be effective prior to
1965.
In the intervening period there would be the inequity that you

identify.
Mr. UORBEIT. Off the record.
(Discussion held off the record.)
Mr. GROSS. Mr. Macy, in your statement you say:

It would make possible merit increases in recognition of better performance.

You were here the other day when I asked Mr. Day about the
situation in the Washington post office. There is a direct relation-
ship, and you mention it here, that the pay bill is to provide for, as
you say, and I agree with you, merit increases in recognition of better
performance.
How do you attain better performance? Are you aware of the

situation in the Washington office
Mr. MACY. Yes.
Mr. GROSS. Does it have your approval that this individual in level

11 was suddenly jumped over 20 other supervisors with good records?
Mr. MACY. I felt the Postmaster General gave a very good explana-

tion of the manner in which the promotion system works in the Post
Office Department, and seniority is one of a number of factors con-
sidered in making these decisions.
Let me say with reference to the particular sentence that you iden-

tify in my statement, what I am referring to there are the advances
within a grade in contrast to a promotion from one grade to another.
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At the present time only seniority applies in the upward movement
from step to step within a grade, and under this proposal it would be
possible, where there has been an identifiable demonstration of better
performance, for the department head to advance the individual a
step beyond what would normally be authorized just for seniority.
Mr. GROSS. So this sort of thing, this jumping a man some five

levels 
Mr. MACY. Five levels, that is right.
Mr. GROSS. Jumping him 5 levels over 20 other qualified employees

has your approval?
Mr. MACY. I believe this is a practice which is followed in the Post

Office Department in selecting supervisory personnel. Judgments
are made under their merit promotion program which takes into
account a variety of factors, and decisions are made based on the best
available person in the competition to fill the vacancy which has
existed at the higher level.
Mr. GROSS. There was vigorous protest on the part of the postal

supervisors organization, was there not?
Mr. MACY. There are protests on some other promotions, too. There

will not be unanimity of agreement on every decision. There is no
question about that.
Mr. GROSS. Let me ask you then, about this Executive Order 10988,

dated January 17, 1962, I believe, which according to some of the
reports I read in the newspapers was supposed to be the Magna Carta
for the employees and employee organizations in the Federal Govern-
ment.

Tell us what has happened under this Executive order which was
supposed to do so much for the employees and their organizations.
Mr. MACY. The Executive order to which you refer, 10988, estab-

lishes a system of recognition for Federal employee groups and unions
and their relationship with Federal management. It established a
series of levels of recognition which would provide the means for con-
tinuing relationship between the agency head and these unions. It is
in the area where there has been relationship in a number of different
forms in the past and systematizes it, establishes a series of guidelines
for these relationships.
Mr. GROSS. What other than giving a nonveteran the right of ap-

peal, if I am stating this correctly, other than that, what is the mean-
ing of this Executive order? What has been accomplished under it?
Mr. MACY. The objective is to establish improved cooperation be-

tween agency management and employee groups through various
forms of recognition in order to bring about cooperation, greater pro-
ductivity, between the groups and various portions of the government.
The system is one which permits a degree of discretion because of

the variety of Federal operations and the varying forms of the union
relationship in those agencies and departments.
If you would like specifics let me indicate. First of all, the order

recognizes that the public interest is paramount in the relationship
between Government management and employees. It recognizes the
fact that unions do not have the right to strike. They do not have the
right to a closed shop or a union shop.
It gives recognition to the necessity for these relationships to be

compatible with the Civil Service Act and the merit system.
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It recognizes that the Congress establishes certain fundamental
conditions of work, such as salary and fringe benefits.

Against that backdrop it then says that there should be the right
of every employee to join or refrain from joining an employee organi-
zation.
If an organization has membership in a particular department, it

may have first informal recognition and informal recognition means
that there shall be communication between the management and that
group.
If the organization shows 10 percent membership in a particular

unit within the Federal Government, that organization, if it is ac-
corded formal recognition, may then be consulted on matters of
interest to the employees relating to conditions of work.
The third phase is that of exclusive recognition which calls for an

opportunity for the two parties to negotiation on conditions of em-
ployment which are within the discretion of the agency management.
These are the basic provisions of the Executive order. The objec-

tive is to systematize the relationships which have grown up over a
period of about 75 years since the start of Government unions and to
hopefully achieve cordial relationships which will result in improved
Government operations.
Mr. GROSS. What has been accomplished under it, anything?
Mr. MACY. It is still in its formative stages, Mr. Gross. The de-

partments are putting their own regulations under this Executive
order into effect as of July 1. In the Post Office Department, for
example they have been conducting an election to determine what the
membership preferences are of postal employees among a number of
different organizations, and the Department then will move to recog-
nize in one of these three forms the organizations depending upon
their membership.
In many instances this will initially be a confirmation under the

order of the relationships which have existed within departments and
agencies.
For example, the Department of the Interior has had since 1948 a

policy of negotiation with unions on matters of wage board rates and
other working conditions. Under this order presumably that par-
ticular pattern will not be changed. It is part of this Government-
wide program.
Mr. GROSS. With regard to this situation in the Washington Post

Office, evidently this Executive order had no-
Mr. MACY. It had no bearing.
Mr. GROSS. It could have had a bearing on it. Apparently the

supervisors' organization protested and all protests were overridden.
It seems to me to be outlandish, but apparently it didn't apply in this
case at all.
Mr. MACY. The supervisors' complaint was taken to the Post-

master General. The decision was reviewed and sustained.
Mr. GROSS. It seems to me this is an order emphasizing, aside from

section 14, what the employees and the organizations of employees
cannot do rather than what they can do.
Mr. MACY. Subject of negotiation between the two groups if ex-

clusive recognition is achieved. Of course, the status of supervisory
employees is another factor which has to be considered under the
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Executive order, but I do not feel that the particular case you cite
is one which would be resolved one way or another by the Executive
order itself.
It will be possible under the Executive order to negotiate grievance

procedures where a union has exclusive recognition for employees in
a particular unit. These are all in the process of development at the
present time.
Mr. GROSS. The evidence is perfectly clear that if this so-called

magna carta has any meaning at all it certainly did not apply in
this case.
Let me ask you this question: Are you going to approve or stand

by and see this sort of thing develop with respect to religion and
various other factors in addition to color and race?
Mr. MACY. No, only factors of ability and merit are compared in

competing for positions.
Mr. GROSS. Let us lay it right out on the table, Mr. Macy. You

know and I know that this man was made assistant postmaster and
jumped five levels in order to get a Negro as assistant postmaster in
the city of Washington, D.C.
Mr. MACY. But this man was qualified, and that was not the sole

criteria used in making the judgment.
Mr. GROSS. I am not opposed to Negroes holding jobs in Govern-

ment. I want that made completely clear, but I do not like this busi-
ness of jumping people over others who have more seniority, who
have good records who are perfectly qualified, and this has taken
place not only in Washington, D.C., but elsewhere over the country.
I think that you, as Chairman of the Civil Service Commission,

have a deep and a great responsibility in this business to see that
civil service laws and regulations are adhered to.
Mr. MACY. I do, indeed. I believe it is important that all decisions

relating to Federal personnel be made on the basis of competition
where ability and merit are recognized. If there are instances that
you are aware of where you feel that has been violated 
Mr. GROSS. I will tell you one now. There were 20 others with

more seniority than this man with good records-
Mr. MACY. But that is based only on seniority.
Mr. GROSS. They were passed over.
Mr. MACY. That is based only on seniority.
Mr. GROSS. No based on qualifications for the job as well.
Mr. MACY. Bill the final judgment after comparing all of these

qualifications is the judgment of the supervisor. In this case the
action was reviewed by the head of the Department, the Postmaster
General.
Mr. GROSS. I believe you will find you have a case in Boston, Mass.,

along similar lines. There are others over the country.
If I can be provided with information I am going to pass every one

of them on to you from here on out.
Mr. M_ACY. I shall be interested in receiving them.
Mr. GROSS. I will say again I am not opposed to Negroes, American

Indians, whatever they may be, holding jobs, no matter where. Did
that business in Savannah, Ga., also have your approval; the reten-
tion in the postal service of a carrier whose conduct made him unfit
for the postal service?
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Mr. MACY. That case did not come to the Commission on appeal,
Mr. Gross. It was handled by the Postmaster General under his
authority.
Mr. GROSS. That is all at this time, Mr. Chairman.
The CHAIRMAN. Other questions?
Mr. WALLHAUSER. Mr. Macy, there are three fundamental require-

ments in the pay reform bill, as I see it. One is comparability; the
second is a reliable and valid system for comparability; the third is
the method for annual review.
The method for annual review has been stressed many times, and

Mr. Bell said it will assure Federal employees that pay adjustments
will be made promptly and equitably. As I read the bill there is no
such assurance. Perhaps you can correct me on this or give me your
interpretation.
It seems to me that the Executive, under the bill, may, but is not

directed in any way to do anything, which to me seems to be putting
more power into the hands of the Executive and taking it out of the
legislative.
Mr. MACY. You refer to section 103?
Mr. WALLHAUSER. Yes.
Mr. MACY. The language that the President—

shall direct such agency or agencies, as he deems appropriate to prepare and
submit to him annually a report which compares the rates of salary—

and so on?
Mr. WALLHAUSER. Yes.
Mr. MACY. You feel the submission of the report is too discretion-

ary?
Mr. WALLHAUSER. Not the submission of the report. The report is

definite. It must be submitted, I believe. From there on it is discre-
tionary, the action is discretionary.
Mr. MACY. But the implementation of the report and the recom-

mendations would be up to the Congress in each instance.
Mr. WALLHAUSER. Up to the Congress or up to the Executive?
Mr. MACY. No, it would be up to the Congress. The President would

report annually to the Congress as indicated in line 5, page 3.
Mr. WALLHAUSER. Where are you now?
Mr. MACY. Page 3 of the bill, starting on line 5(2) which is a con-

tinuation of what the President shall do.
He shall report annually to the Congress this comparison of Federal and pri-

vate enterprise salary rates; and (b) such recommendations for revision or
statutory schedule structures and compensation policy as he deems advisable.

Mr. WALLHAUSER. "As he deems advisable." Those are the key
words.
Mr. MACY. If I may ask a question. Your view would be that this

is too discretionary?
Mr. WALLHAUSER. That is my view, yes.
Mr. MACY. In other words, this would not constitute a commitment

to present to Congress the facts relating to the need for revision?
Mr. WALLHAUSER. Not necessarily. "As he deems advisable." I

think those words are very clear.
Mr. MACY. My view would be that the Congress in considering

these facts, would wish to have the recommendation Of the Executive.
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Mr. WALLHAUSER. We might wish to have them, but will we get
them? That is the question.
I am not questioning the present Executive in any way. I want that

clearly understood.
Mr. MACY. I think you and I are in accord on this. If the lan-

guage can be improved to assure that all of the facts pertaining to
comparability come before the Congress annually 
Mr. WALLHAUSER. That is correct.
Mr. MACY. I believe this is the desire we both have.
Mr. WALLHAUSER. That is my desire, yes.
Mr. MACY. So if there is other language which would appear to be

more definitive on this 
Mr. WALLHAUSER. I think if you strike out "as he deems advisable"

it might require that he do it. You or somebody on the staff can re-
view that.
Mr. MACY. Really that only modifies recommendations. However,

if the striking of that makes it 
Mr. WALLHAUSER. I have not given it enough consideration to know

what language to use, but I think legislative counsel or somebody
could come up with an answer to this question which has been bother-
ing me.
One of the greatest things emphasized in this pay reform bill is

that it will have annual review and will adjust salaries.
Mr. MACY. That is correct.
Mr. W1LLHAUSER. Based on comparability. This seems to me to be

a very, very loosely drawn loophole which could be utilized by any
agency in not recommending to the President—I would not blame the
Executive because he would not know all of the agency problems—it
seems to me it gives a great deal of authority to the Executive and also
gives him or his agencies an opportunity not to fulfill their obliga-
tions if they chose not to do so.
Mr. UDALL. If the gentleman will yield.
Is the gentleman from New Jersey objecting, as I understand it—

under the law as written some agency reviews every year the changes
in cost of living and determines what changes in the salary structure
would be necessary to keep up our comparability principle.
Mr. WALLHAUSER. Not cost of living.
Mr. MACY. That is right.
Mr. WALLHAUSER. There is nothing about cost of living here. I

wish there were.
Mr. MACY. The changes in the comparable salaries as a result of the

BLS survey.
Mr. UDALL. I understand that, and I used the wrong term. The

bill as now written simply requires that the President can look at
the changes in comparability and decide to recommend bringing them
up to par or not bringing them up to par. You want to make this
mandatory so that he mat recommend new rates that will keep com-
parability between private enterprise and Government.
Mr. WALLHAUSER. That is my point.
Of course, the gentlewoman from New York has many times made

the point, and I agree that the cost of living, on an escalator basis,
should have been included in this bill. I subscribe to that, too.

Mrs. ST. GEORGE. I will offer that bill again as an amendment to
this bill when it comes up.
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Mr. UDALL. There is one other related problem here that I wanted to
explore. Section 103 requires that the President direct such agency
or agencies, as he deems appropriate, to make these studies.
I would assume your agency probably would have a rather promi-

nent place in these studies and annual deliberations.
Our colleague from Georgia, Judge Davis, has a bill, H.R. 10908,

which provides for the establishment of a special committee on Federal
pay consisting of a representative from the Budget Bureau, a repre-
sentative from your organization, one or more representatives of em-
ployee organizations, one or more public members, and such other
members as the President designates.
I have been rather impressed by the suggestion of the gentleman

from Georgia, his concrete suggestion, as against the rather vague
provision in the administration bill which lets the President designate
any department or agency he sees fit.
Would the Civil Service Commission be strongly opposed to con-

sidering Judge Davis' pay committee rather than the rather vague
machinery provided in the administration proopsal ?
Mr. MACY. We would have no objection to the bill which Judge

Davis introduced providing this. Our preference would be to leave
the choice to the President so he would have some discretion as to what
agency he wished to use.
We would have no objection to incorporation of that language.
Mr. UDALL. I thank the gentleman for yielding.
Mr. WALLHALTSER. Judge Davis' bill is much stricter about what the

Executive must do after it has been reported to him than the language
of the bill which is before us.
Mr. MACY. That is correct.
Mr. WALLHALTSER. Perhaps in executive session we can agree on

some compromise. I don't know whether Judge Davis' amendment
will prevail or not.
Mr. MACY. I know Judge Davis has interrogated both Mr. Bell and

me about this. I think our view is that we would prefer to give the
discretion which is indicated in the first clause there but that we have
no objection.
Mr. WALLHAUSER. Would you agree with corrective language which

would make it more mandatory than the present bill is regarding the
view and report to the Congress?
Mr. IVIAcy. Yes.
Mr. WALLHALTSER. Thank you.
Mr. MACY. May I respond to your point on the cost of living?
Mr. WALLHOUSER. I yield to the gentleman from New York.
Mr. 1VIAcy. Mrs. St. George's view on this I respect a great deal and

I would respond by saying that we have given a great deal of thought
to the possible inclusion of a standard relating to the Consumer Price
Index.
Our belief is that the differences in cost vary rather substantially

from place to place within the country and use of the Consumer Price
Index for the setting of salaries would not necessarily be reflective
of the market situation that we have to deal with in competing for
skills for Federal employment. Where the cost of living is reflected
in the establishment of rates it would then appear in the comparability
schedule that would show up as a result of the BLS survey.
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Mr. ST. GEORGE. Mr. Macy, I would agree with you on that conten-
tion if your salaries were based on the same thing. There is a great
difference in the cost of living as we all know in many parts of the
country, but you would not base your salary scale on that in the Fed-
eral Government. You give everyone in the Postal Department who
does a certain job a certain wage and for that reason I think he should
also have the same benefit of an escalator clause on the cost of living.
Now, if you change his salary rate you would still bring the cost of
living into proper perspective. So I do not think that that argument
holds.
Mr. MACY. In a number of circumstances you have a situation where

the cost of living may not actually have increased very much but where
the level of competitive salaries in the private segment have gone up
considerably more. This is actually the condition that we find at the
present time in comparing the cost of living increases with the survey
results from the salary collection and analysis conducted by BLS.
Mrs. ST. GEORGE. I do not quite agree with you because that is not

the thing reflected in the escalator clauses in a great many of the labor
contracts, which have worked extremely well, incidentally, and that is
one reason why I do not see why it cannot be put into the Federal
Government. I think it would be fairer to the employees.
I agree with you that possibly there should be a differential right

through on localities. I quite admit that a letter carrier in New York
City is not nearly as well paid as a letter carrier in Delaware County
but nevertheless that is the way the thing is set up at the present time.
And unless we are going to change that I do not think that you can
change the cost of living escalator clause.
Mr. MACY. My research would indicate that most of the unions and

the companies that had escalator clauses are quite dissatisfied with
them and that there has not been a significant increase in the number of
escalator clauses that have been negotiated in recent years.
Mrs. ST. GEORGE. That may be your opinion. I do not quite agree

with it. I haven't found it to be that way. I made diligent inquiries
for many years. I started this about 12 years ago. It is nothing new.
Mr. MACY. I recall discussing it with you several years ago.
Mrs. ST. GEORGE. I have worked on it ever since.
Mr. Roussmar. Will the gentlewoman yield?
Mrs. ST. GEORGE. I yield.
Mr. ROUSSELOT. Did you say you have indications that escalator

clauses are no longer acceptable?
Mr. MACY. There is an indication there has been an abandonment

of escalation clauses in a number of contracts and no significant in-
crease in use of them in recent years.
Mr. RoussEwr. These were reports from unions?
Mr. MAcy. These are reports that appear in the Monthly Labor

Review and other Government publications.
Mr. ROUSSELOT. I would like to see those.
Mr. MACY. I would be happy to provide them.
Mr. Roussmar. Thank you.
The CHAIRMAN. Are there any further questions ?
Mr. Henderson.
Mr. HENDERSON. Mr. Macy, would you refer to page 32 of the ex-

hibit furnished the committee?
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Mr. MACY. Yes, sir.
Mr. HENDERSON. I don't know how familiar you are with this, but

since you have presented it I have read here that those in group A who
reported less than 5 percent of their bachelor of science and engineer-
ing graduates accept Federal employment. Group B is the category
in which the Federal Government was able to employ 5 percent or
more of similar B.S. graduates.
Then on page 33 it says—
* * * it appears that, while the Federal Government is obtaining a propor-

tionate share of top-ranking students on an overall basis, very few are from uni-

versities represented by group A.

Is that not just a conclusion from what they said over on page 32?
Do you understand the group here was made as a result of the survey,
or was there a grouping prior to the survey?
Mr. MAcY. May I refer this to Mr. Leich who worked with the Astin

panel on this, to answer the question.
Mr. LEICH. I did not work on this actual survey itself. This was

made in the Office of Science and Technology, but they did attempt
to have two groups of universities and I believe their test in the first
grouping was what was referred to here.
Mr. HENDERSON. It Says—
Information as to the placement of recent graduates was requested from the

following institutions.

Then it shows group A and then group B.
I wondered how this grouping was made.
Reading the next. sentence it says—
Universities in group A are those that reported less than 5 percent of their

bachelor of science and engineering graduates accepting Federal employment.

I concluded from that they made their grouping after surveying all
of these universities into group A and group B.
Mr. LEICH. I believe they did.
Mr. HENDERSON. On the next page they say—

Judging from the selected university samples and the Civil Service Commission
survey it appears that while the Federal Government is obtaining a propor-
tionate share of top-ranking students on an overall basis very few are from
universities represented by group A.

That is a conclusion that was obvious from the grouping itself.
Now, what are they trying to say? Is there a distinction between
group A and group B as to the quality of student or the quality of
the university ?
Mr. MACY. Mr. Henderson, I believe what they were endeavoring

to do was to get an analysis, or really an evaluation of the various en-
gineering and scientific training institutions and to determine what
the percentage of hiring was from each.
Mr. HENDERSON. This was what I would like to know. I thought

that, too. Are they saying in group A that those institutions are
of a higher group by quality, by reputation, than group B?
As I read on they arrive at the grouping by the percentage that

went into the Federal Government.
Mr. MACY. We are apparently unable to be responsive on this.

May I check with the authors of the report and provide an explana-
tion for the record?
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Mr. HENDERSON. Yes; and I might provide a further comment since

I am not able through my own experience to appraise all of the insti-
tutions, but as between Duke University and North Carolina State,
in my home State, if I were going to look for scientists, chemists, and
engineers, with bachelor of science degrees, I would go to North Caro-
lina State which is in that business principally, and they do not have
doctors and lawyers and bachelors of art, as they do at Duke Uni-
versity.
I would like to know, because I doubt that these studies are trying

to say one group of universities is a higher group because they do not
send people into the Federal Government.
Thank you, Mr. Chairman.
Mr. MACY. Very good. We will get you a better answer on that.
(The information requested follows:)

U.S. CIVIL SERVICE COM MISSION,
Washington, D.C., July 17, 1962.

Hon. Tom MURRAY,
Chairman, Committee on Post Office and Civil Service,
House of Representatives.
DEAR MR. CHAIRMAN: During the hearing on H.R. 10480 before your committee

on July 12, Congressman Henderson asked for an explanation of some informa-
tion about recruiting college graduates which is given on pages 32 and 33 of "The
Competition for Quality," a report of the Federal Council for Science and Tech-
nology dated January 1962. In response to his request, I am glad to submit the
following statement:
In assessing the competition for quality graduates in recruitment by Govern-

ment and industry, the Panel of the Federal Council requested information on
bachelor's degree hires from 20 widely distributed and representative colleges
and universities. An analysis of reports from these 20 universities placed them
in 2 distinct groups: those from which the Federal Government hired fewer
than 5 percent of graduates (called group A) and those from which it hired more
than 5 percent (called group B). The panel reported this finding without at-
tempting to classify the universities on a basis of quality. The statement on
page 33 that very few students with high class standing came from the universi-
ties in group A does not just repeat the basis of this statistical separation.
It means that Government hires from that group ranked lower among their class-
mates than did those hired from the universities in group B, as well as represent-
ing a smaller proportion of graduates.

Sincerely yours,
JOHN W. MACY, Jr., Chairman.

Mr. GROSS. Mr. Macy, I have not had an opportunity to go into
this booklet or whatever it is that you have supplied the commit-
tee, but can you tell me whether, in this comparison of salaries paid in
the Federal Government and in private industry, fringe benefits are
taken into consideration?
In reading this book entitled "A Businessman Looks at Government

Pay," by Clarence B. Randall, I can find nothing where comparisons
are made to indicate that fringe benefits in private employment are
taken into consideration.
Mr. MACY. The answer is clear, Mr. Gross. This is just a com-

parison of base salaries and does not include fringe benefits on the
Government or industry side.
When comparisons are made with industry, and we are dealing

with higher level positions it is very difficult to ascertain just what is
the extent of the fringe benefits.
Mr. GROSS. Thank you, sir.
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Mr. BROYHILL. I think I stated before, Mr. Macy, that I whole-
heartedly support the basic objectives of the program. I disagree
with certain relatively minor aspects of it such as the effective date
and a few others.
I recognized, and I think all of us do, that in any pay reform pro-

posal there are certain difficulties in correcting inequities which have
been permitted to occur over a period of years. We have to raise
some segments higher than others, and that is where there is a diffi-
culty politically.
Mr. MACY. That is correct.
Mr. BROYHILL. However, I am wondering here if we could keep the

administration schedule intact—I am talking about the classified em-
ployees right now I think the postal employees pose even a greater
problem but if we keep the administration schedules intact and pro-
vide a minimum 71/2-percent increase—now I do not have the schedule
right before me translated into percentages but I think it would pro-
vide a little larger increase in grades 1, 2, 3, and possibly 5.
I am wondering, if that were clone by the committee, would it throw

your schedule too far out of kilter?
Mr. MACY. In other words, your query would be if you were to set

a minimum increase of 71/2 percent, what would this do to the
schedule?
Mr. BROYHILL. I am not asking you the question as to whether or

not the President would veto it. I think that would put you in a spot
but I would like to get you to say if you could that that would still be
an improvement over the present situation.
Mr. MACY. It would be very difficult for us to see that we were

achieving the principle of comparability. This would be so if we
were to agree to congressional authorization of 71/2 percent in grades
1 through 3, where this proposal, at the end of the third phase of
January 1, 1965, calls for an increase of 3.4 percent at grade 1, 3.1
percent at grade 2, and 2.9 percent at grade 3.
Now the reason these increases are so small is that the salaries at

these levels, based on this comparison are already in a very favorable
competitive situation.
Mr. BROYHILL. I think that is correct, Mr. Macy, and again at the

risk of being repetitious I recognize in order to correct the inequi-
ties of the past we are going to have to raise some groups a higher
percentage over others, but I do not think we can ignore the political
facts of life and that is have Congress pass an increase that may
amount to several thousand dollars for the grades 15, 16, and 17,
granting it should be raised, and not recognize the economic problems
of the grades 1, 2, 3, even though they do compare favorably in free
enterprise. I think somewhere in that area there would have to be a
compromise. I do not think you feel that the Congress would pass
any program 100 percent as recommended by the executive branch.
I think it is in one of these compromises where political aspects will
have to be recognized and the desire on the part of Congress ex-
pressed—because over a period of years they have caused this problem
by raising the lower grades the same amount as the higher grades.
You have the same political thing in a way that is going to prevent
the Congress from correcting that all at one time. So I am suggesting
a gradual correction in having a minimum 71/2-percent increase, which
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will only affect about 4 or 5 of the lower grades, but will keep the
schedule intact insofar as the upper grades are concerned.
Mr. MACY. Of course it would tend to destroy the alinement we are

trying to achieve here, too.
Mr. BROYHILL. Your competition with outside industry in the lower

grades?
Mr. MACY. Yes.
Mr. BROYHILL. But it would still be an improvement in the present

schedule, would it not?
Mr. MACY. It would be an improvement over the present schedule.

It would mean an increase in each of the first 5 grades but consider-
ably more increase at the first 3 grades, where at the present time we
are already ahead.
Mr. BROYHILL. It would still give you what you desire in grade 6

and above, in the sense of competing with the outside industry.
Mr. MACY. If that were left as proposed it would meet the standards

we are recommending there.
Mr. BROYHILL. And it would still be an improvement over the

existing—
Mr. MACY. It would be a very marked improvement.
Mr. UDALL. The point the gentleman makes interests me and I am

not sure I understand it. Is the gentleman still dealing with a phase
program where we have 2 or 3 phases—let me give a couple of rather
elementary examples so that I can see whether I understand the
gentleman or if I do not understand him.
If we are raising one employee 71/2 percent total over the 3 phases

at the end of the 3 phases he will have 71/2 percent. Employee No. 2
at the end of 3 phases will have 10 percent and employee No. 3 at the
end of 3 phases will be up 15 percent. Is what the gentleman pro-
poses that we give all of them '71/2 percent now in phase 1 and that
we go ahead with phase 2 and 3 so that the 
Mr. BROYHILL. I wasn't referring to the phases at all, because I did

state I disagreed with the effective date of these increases, but I wasn't
questioning Mr. Macy in that regard; but if and when the raises are
made effective, we would keep the administration schedule intact with
the exception of grades 1, 2, 3, and 5, and make that a minimum of
71h, percent because in the President's proposal there is a different
breakdown on up through grade 5. Up above, the increases are
greater than 71/2 percent.
I was trying to get Mr. Macy to say, and I believe in his statement

he did say, it would be an improvement over the present schedule.
Mr. MACY. Yes. You are, in effect, saying you would support the

schedule from 6 up, but that you feel, for a variety of reasons, there
needs to be a greater increase in the first five grades.
Mr. BROYHILL. Yes. And not that they are not already competi-

tive with the outside industry, but frankly they have a little more diffi-
cult time getting along economically and I think it would be the desire
on the part of the Congress to sweeten the pot a little bit for them.
Mr. MACY. It would mean in grades 1, 2, and 3 that you would be

very substantially paying the people in those positions more than those
who are performing like work across the country.
Mr. BROYHILL. Actually, grades 1, 2, and 3 would be the only three

groups in which we would be changing the schedules to any appre-
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ciable degree, and I think grade 3 is the only level that has a large

number of employees in it—or grade 2, is it?
Mr. 1W_Acy. Three has a large population.
The CHAIRMAN. How many in grades 1 and 2?
Mr. MACY. Grade 1 has 2,133; grade 2, 35,233; grade 3, 156,621.

So you are dealing with a not inconsiderable number. I mean this

is close to 200,000 out of the 1 million under the Classification Act.
I believe Mr. Staats provided a cost estimate as to what would re-

sult from this.
Mr. BROYHILL. Mr. Macy, I think it would be extremely difficult—

this is my own personal opinion—to get a pay reform bill through the

Congress—which is a pay raise bill in the minds of many—where'

one group, even though they already compare favorably with outside

industry, receives an increase amounting to 3.1 and then raising other

groups 19 or 20 percent, amounting to several thousand dollars, even
though it is necessary we do that. It is necessary we raise these higher
levels a higher percentage and a greater dollar amount. But my

suggestion is that we do not correct all of the evils that have been

compounded over a period of years in one fell swoop. I think it is

going to be politically difficult to do it.
Mr. MACY. I think there is another political factor here which needs

to be an anticipated. If this is done and you at the same time adopt
the principle of comparability, it means that the higher rates for 1,.
2, and 3 that are authorized will have to stay for quite a period of time
because they will tend to be so far ahead of what is likely to show
up as comparability. I think this is a factor that needs to be con-
sidered as well.
Mr. BROYHILL. But if nothing was done on pay this year, you would

still have a relationship between the grade 1 and the grade 5 which
would be the same as you would have if you had a minimum 71/2-per-
cent increase. Do I make myself clear? We are not improving the
comparability situation between 1 and 5, that would make this bill a
minimum of 71A percent. We are not making it any worse, but we
are improving the situation in grade 6 and above.
Mr. MACY. What we are trying to do in the structure is establish

a reasonable relationship between the grades. Under what you pro-
pose, you would raise the bottom so that you would reduce the differ-
ences that have been developed in this proposal between these lower
grades and the grades 
Mr. BROYHILL. And admittedly we would be making it more favor-

able or more competitive with free enterprise. There is no question
about that.
Mr. MACY. But if you adopt title I as a matter of future policy it

would mean that in the subsequent annual reviews, the figures that
you would probably get would show that you are already paying at
those levels substantially more than the going rate.
Mr. BROYHILL. That is correct.
One more question, Mr. Macy. One of the reasons stated for this

proposal was to attract and hold the best qualified employees. I
think there are other deficiencies in our Federal employee structure
that could be improved. One is a little better, a little more reason-
able, employment security. Do you feel we could make some improve-
ment in that regard? Protection against reduction in force, for ex-
ample?
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Mr. MACY. I hear views on both sides. I hear views that one of
the problems in the Federal service is too great tenure. This is a
restrictive factor.
My own view would be that we have a reasonably balanced system

at. the present time between tenure under a career system, and the
necessity for occasionally having reductions in force in order to meet
changing programs. I recall the discussions we had in 1954 and 1955
when substantial reductions were made. At that time a number
of career people were substantially affected because of a shrinkage
of work they performed. We believe that the existing machinery for
separated career employees is functioning with sufficient effectiveness
so that in the great majority of cases there are opportunities for re-
ferral to fill vacancies that occur in the regular course of Govern-
ment operations. Because of the size of the Government, and the
fact that we have a 15- or 16-percent turnover each year, means that
we are hiring all the time.
Mr. BROYHILL. I make this statement, Mr. Macy, that I have noted

a decided improvement in the replacement. program over a period
of years. And I am not suggesting that anyone be guaranteed a
Federal job for life regardless of the performance or efficiency. I
think we should have the authority to fire any employee who is not
efficient or who is not competent. I am not suggesting that type of
employment security, but there are examples like the creation of
the new Agency for International Development, one of Mr. Gross'
favorite agencies.
Mr. MACY. Mr. Gross and I have had a good deal of discussion on

that.
Mr. BROYHILL. They abandoned ICA, knocked employees out of

work, and started hiring from scratch in the new agency. I think it
was the fault of Congress, that they pretty much permitted that in
their legislation, but  link there can be improvement in the co-
ordination between agencies that way, abandoning one and creating
another, doing essentially the same type of job, and utilizing the
skills and experience of those people; but many of those people had
tenure and years of service, they were competent people, but through
no fault of their own, through administrative or legislative action,
they were out of work.
I feel there could be some improvement in that regard.
Mr. MACY. Had there not been the legislative sanction of that

practice in that agency, those people would have gone through the
regular system that refers separated career employees to the Com-
mission where an effort is made to match them with vacancies that
occur around the Government. We are doing this now for that
particular group on a special arrangement.
Mr. BROYHILL. Were former ICA employees replaced?
Mr. MACY. There are still a number who have not found jobs, but

to an appreciable extent we have been able to assist them in finding
vacancies where they can be used and so their career service will not
be unduly interrupted. My feeling is I would not advocate additional
legislative requirements to extend tenure and to add employment
security. I would feel that we have an obligation in the Commission
to work with the agencies to make sure that well-qualified career
people who are separated through reduction in force and through no
fault of their own have an opportunity to continue their career.
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We have been working on this particularly in the area where auto-
mation is occurring. We had an instance of this up in Philadelphia,.
Mrs. Granahan is familiar with it. Where the Veterans' Administra-
tion has been shifting their insurance records to machines. This has
meant that a number of people performing clerical work were sur-
plused. All of the agencies in Philadelphia got together with the
Civil Service Commission and the bulk of those people have been
placed, filling vacancies that have occurred through turnover in the
other agencies. 

iThis s the type of interagency cooperation that we would like to
see as a model in continuing the careers of those who are not able to
continue in their particular agency.
Mr. GROSS. Will the gentleman yield?
Mr. BROYHILL. Yes. In fact I am through.
Mr. GROSS. The operation in Philadelphia is quite different from

the operation that was carried out last year in the transition from
ICA to AID. I am sure Mr. Macy will agree with that. It that case
Congress, in the dead of night and in the rush to adjourn, got back
one of these famous conference reports containing a delegation of
power to the executive branch of Government to throw out these
employees if they so desired. They were given 60 days to do it. The
further history is that AID officials procrastinated and then suddenly
came to the point where they saw they had to do that in a couple of
days and used the meat ax approach. This was a very bad thing but
it grows out of the business of Congress delegating its power to the
executive branch of Government. We do it every day around here.
Mr. MAC-Y. Mr. Gross, neither Mr. Hamilton nor I would recommend

that Congress enact a provision such as that again.
Mr. GROSS. I know it, and I appreciate your position on this thing,,

and I am sure you were unaware of what was going on, just as I
would say only a handful of Members of Congress, those who served'
on the conference committee knew—and even one ranking member of
the conference committee said he didn't know this provision went into,
the bill; that he walked out of the room for a few minutes in the con-
ference meeting and discovered later that it had been put into the bill.
Mr. BROYHILL. Will the gentleman yield?
Mr. GROSS. I will be glad to yield.
Mr. BROYHILL. That action was actually an invasion of the juris-

diction of this committee.
Mr. GROSS. Of course.
Mr. Macy, I would like to ask you a question about fringe benefits :-

Is it true or untrue that the fringe benefits given by the Federal Gov-
ernment are substantially better on the average than those in private.
employment?
Mr. MACY. Mr. Gross, we had a limited survey conducted on that

by the Bureau of Labor Statistics and we found that from the sample
of industry that they were able to take, that at the present time in-
dustry fringe benefits and Government fringe benefits in total are
about the same as far as percentage of payroll is concerned. The Gov-
ernment tends to be more favorable in the amount of vacation leave,,
whereas in some of the other areas such as insurance and health bene-
fits the industry seems to be more favorable. But this was so small a
sample, that we felt we need to have additional research on this before:
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we can answer this conclusively. But it satisfied us that at least at
this point the level seems to be roughly the same on fringe benefits.
Mr. GROSS. But you are coming up with further information?
Mr. MACY. We are exploring this further through the Bureau of

Labor Statistics.
Mr. WALLHAUSER. If you could forget or we would forget budget

area requirements which are not your primary concern as I understand
it, would you believe that the justified increases that we all think
are implied in the bill should be given now rather than in three phases?
Mr. MACY. I believe the primary reason for the three phases is a

budgetary reason.
Mr. WALLHAUSER. Hasn't the economic discussion we have been

through in the last few days pretty well established the fact that the
present administration feels—and its governmental economists feel—
that at certain times deficits are good or healthy, or not unhealthy, and
might not this be one of the times when persons in Government could
be recognized and be given an increase when the increase is needed and
justified?
Mr. MACY. The answer to that question is beyond my jurisdiction.

I believe that the program of salary reform proposed by the bill estab-
lishes changes in the schedule, in the policy and in the method that are
highly desirable.
I would hope we could move to them as rapidly as it is financially

desirable.
Mr. WALLHAUSER. In other words, the only reason that you can see

for not doing it in one step would be the budget requirements?
Mr. MACY. That is correct.
The CHAIRMAN. Are there other questions by any member of the

committee?
If not, thank you very much, Mr. Macy.
So far as I know this concludes the hearings on the Federal em-

ployee pay legislation.
The committee will be in executive session Tuesday at 10 a.m. for

further consideration of bills to provide for adjustment of salaries of
postal and other Federal employees.
The committee stands adjourned.
(Whereupon, at 11:45 a.m., Thursday, July 12, 1962, the committee

adjourned.)
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