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EARLY RETIREMENT OF POSTAL EMPLOYEES

TUESDAY, JUNE 27, 1972

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

SUBCOMMITTEE ON RETIREMENT,
INSURANCE AND HEALTH BENEFITS,

ashington, D.0 .
The subcommittee met, pursuant to notice, at 10 a.m., in room 210

Cannon House Office Building, Hon. Jerome R. Waldie (chairman
of the subcommittee) presiding.
Mr. WALDIE. The subcommittee will come to order.
Our first witness today is Mr. Lawrence C. Gayle, Assistant Post-

master General, Employee Relations Department. He will be accom-
panied by Mr. Roger Craig, Deputy General Counsel, U.S. Postal
Service.
The subject matter of this inquiry is to determine the manner by

which the involuntary retirement is being solicited by employees of
the Postal Service. The purpose for that decision, and the results to
the Postal Service and the employees from that decision, has been fully
implemented.

Will you proceed, Mr. Gayle.

STATEMENT OF LAWRENCE C. GAYLE, ASSISTANT POSTMASTER
GENERAL, EMPLOYEE RELATIONS DEPARTMENT, U.S. POSTAL
SERVICE, ACCOMPANIED BY ROGER P. CRAIG, DEPUTY GENERAL
COUNSEL; E. B. DORSEY, EXECUTIVE ASSISTANT TO THE POST-
MASTER GENERAL, POSTAL AFFAIRS; AND JAMES MASTERSON,
EMPLOYEE RELATIONS

Mr. GAYLE. Mr. Chairman, we have a prepared statement I would
like to read at this time.
Mr. WALDIE. Go ahead and read it.
Mr. GAYLE. Mr. Chairman, I welcome the opportunity to appear

before your subcommittee regarding the early retirement opportunity
offered to eligible postal employees.
On March 28, Postmaster General E. T. Klassen addressed an im-

portant policy statement to the top management of the -U.S. Postal
Service. I would like to have a copy of his remarks made a part of the
record.
Mr. WALDIE. Without objection, those remarks may be placed at the

end of your testimony.

(1)
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Mr. GAYLE. In those remarks, the Postmaster General stated:
In 1970, Congress passed the Postal Reorganization Act, and I know that

the primary factor that led Congress to approve this legislation was the con-
viction and determination that was expressed by management that we could
do two things—first, that we could provide better service; and second, that
we could bring costs and revenues into balance. Achieving these two things
simultaneously is a challenge that will be the crucial test of our managerial
skills.

If I could address myself to his second objective; that is, to bring
costs and revenues into balance, the Postmaster General pointed out
that 85 percent of our total operating expenses during the past year
were labor and employee benefit costs.
Any significant cost reduction aimed at eliminating the necessity

for a $450 million rate increase next year must come primarily in the
area of our labor costs.
As a step toward reducing our total work force, and thus reducing

costs, the Postmaster General announced in these remarks that effec-
tive that date, there could be no hiring from outside the Postal Service
for 90 days. Throughout this period, only critical vacancies could be
filled by the promotion, transfer, or reassignment of career employees
and all other vacant positions would be reverted.
Furthermore, each manager was to examine his staffing require-

ments and advise his supervisor what methods he planned to use to
bring his costs into line. If constructive approaches were not developed
it would be necessary to impose additional directives.
The freeze on hiring and on the reverting to vacant positions are

only two steps in the effort to reduce our work force in order to reduce
costs.
On June 5, 1972, the Postmaster General directed the attention of

postal employees to the cost-of-living increase in retirement annuities
by 4.8 percent beginning July 1, 1972. Furthermore, he pointed out
that since there was an excess number of employees servicewide, he
was providing the opportunity for involuntary retirements through
the discontinued service retirement opportunity.
Mr. WALDIE. That directive will also be included in its entirety in

the record, following your testimony.
Mr. GAYLE. The Postal Service, under section 1001 (e) (3) of the

Postal Reorganization Act, has the right and obligation to maintain
the level of its work force in the most efficient manner, and is specific-
ally provided the right "to relieve officers and employes for duty be-
cause of lack of work or for other legitimate reasons." Under this
statutory authority, the Postmaster General requested resignations
from eligible employees who desired to take early retirement under
existinp: procedures of the Civil Service Commission.
The Postmaster General conferred with the Civil Service Commis-

sion to determine if this program of early retirement opportunity was
consistent with the Civil Service Commission regulations and we were
advised that under our announced requirement for a work force reduc-
tion, the Civil Service Commission regulations for discontinued-service
annuities are applicable.
Mr. WALDIE. May I interrupt you at that point.
In your agreement with the postal unions are you permitted to en-

gage in a reduction in force during the period of this agreement?



3

Mr. GAYLE. We are prohibited from the involuntary layoff of em-
ployees covered under that collective bargaining for the life of that
agreement.
Mr. WALDIE. Is it your understanding of the agreement that a reduc-

tion of force is permitted under the agreement?
Mr. GAYLE. The language of the contract does not—I will quote the

language of the contract.
Mr. WALDIE. Well, I do want to get into that, but am I correct in con-

cluding that reduction in force in your view is not contrary to your
agreement?
Mr. GAYLE. Sir; the Civil Service Commission has quite extensive

regulations as to what is a reduction in force.
Mr. WALDIE. I realize that, but under the agreement, is it your view

that reduction is permissible?
Mr. GAYLE. No; no layoff. If your determine that a reduction in

force is defined as an involuntary layoff, then it is not permitted under
the current agreement.
Mr. WALDIE. Article 6 in the agreement is entitled "No layoffs or

reduction in force."
Mr. GAYLE. And the language follows.
Mr. WALDIE. Do you conclude that the language qualifies no reduc-

tion in force to mean that reduction in force can occur?
Mr. GAYLE. If it is an involuntary 
Mr. WALDIE. Is there a reduction in force permitted under any cir-

cumstances other than a layoff?
Mr. GAYLE. I don't see that there would be.
Mr. WALDIE. So that an involuntary layoff is permitted under this

agreement?
Mr. GAYLE. I cover that point a little later in my statement, sir.
Mr. WALDIE. Well, right now can you give us the answer?
Mr. GAYLE. We will live up to the full spirit and content of this

contract.
Mr. WALDIE. Is a reduction in force that is an involuntary layoff

permitted?
Mr. GAYLE. If you define a 
Mr. WALDIE. Does a reduction in force have any other definition?
Mr. GAYLE. Under my interpretation of the details of the Civil Serv-

ice reduction in force regulations, which are quite extensive, there
could be other conditions other than involuntary layoff in connection
with a reduction in force.
Mr. WALDIE. What is the motivation or result of the reduction in

force that is occurring in the post office if it is not an involuntary
layoff?
Mr. GAYLE. We are not at this time invoking the formal procedures

of the so-called reduction-in-force procedures.
Mr. WALDIE. Is it the absence of formal procedures that leads you

to believe that what is occurring is not a reduction in force?
Mr. GAYLE. We are not having a reduction in force in the formal

sense at the present time.
Mr. WALDIE. And what are the other methods?
Mr. GAYLE. Attrition, retirement.
Mr. WALDIE. Early retirements that are involuntary?
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Mr. GAYLE. Yes. The discontinued service types and also the so-
called optional type of retirement.
Mr. WALDIE. But the early retirements are all involuntary are they

not?
Mr. GAYLE. Yes, sir; under the definition of the Retirement Act..
Mr. WALDIE. They have to be involuntary before they can qualify

for early retirement?
Mr. GAYLE. Involuntary in the sense that that is the term used in

the Retirement Act.
Mr. WALDIE. Yes; and involuntary in the sense that unless you

comply with that term of the Retirement Act you are not entitled
to retirement benefits.
Mr. GAYLE. Yes, sir.
Mr. WALDIE. So no matter how it is rhetorically explained, the net

result is that the retirement is involuntary, is it not?
Mr. GAYLE. Well, if you mean in the sense that-
Mr. WALDIE. I mean in the sense they would otherwise have preferred

to continue working but they have been told they have to retire.
Mr. GAYLE. No, sir. They have the choice of deciding to accept this

offer or not accept it.
Mr. WALDIE. Isn't that then a voluntary retirement?
Mr. GAYLE. It is voluntary in the sense that they have freedom of

choice whether they should accept it or not.
Mr. WALDIE. Will they be involuntarily discontinued if they don't

accept the offer of retirement?
Mr. GAYLE. No, sir; there will be no coercion whatsoever. It is spelled

out in the instructions.
Mr. WALDIE. I will ask the Civil Service Commission to take care-

ful note of that. It is your testimony that these employees, if they
don't retire voluntarily, will experience no jeopardy in employment
whatsoever?
Mr. GAYLE. No, sir; they will not.
Mr. WALDIE. Let me interrupt you at this moment.
At this point I gather none of the procedures for reduction in force

under the formal procedures are being instituted and therefore what
is occurring is not a reduction in force. That is your testimony roughly?
Mr. GAYLE. Formal reduction in force has not been accomplished

at this time.
Mr. WALDIE. Has an informal reduction in force been accomplished?
Mr. GAYLE. Yes, sir, in the sense that attrition 
Mr. WALDIE. Are you seeking a reduction in force?
Mr. GAYLE. Yes, sir.
Mr. WALDIE. But not formally.
Mr. GAYLE. If you define the term reduction in force to mean that

the number of employees is going down, yes, sir, there is a reduction
in our work force.
Mr. WALDIE. And that is the objective?
Mr. GAYLE. Yes, sir.
Mr. WALDIE. On June 5, the Postal Service put out a memorandum

signed by you. It states in order to establish the broadest possible
application of retirement the program as announced by the Postmaster
General in his memorandum of June 5, 1972, a single competitive
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area is established for the U.S. Postal Service. Is not the specification
as a single competitive area a formal retirement for reduction in
force?
Mr. GAYLE. Yes, sir; it is part of the regulations.
Mr. WALDIE. All right. Then you established a single competitive

area for the U.S. Postal Service. In fact, you have adoption of formal
regulation of the reduction in force, have you not?
Mr. GAYLE. I would like Mr. Masterson to answer that, as far as the

particular regulations involved.
Mr. WALDIE. Please do.
'Mr. GAYLE. It is somewhat complex on that.
Mr. MAsTERsoN. Mr. Chairman, there are two applications to the

statement you are reading about the competitive area.
Prior to having a formal reduction in force it is required by the

Commission's regulations to announce the competitive area, define
it, and make it available, and known to employees. In conjunction with
that the regulations also require that if you are going to invoke the
involuntary retirement process you must also announce a competitive
area and it is in this context that we announce the competitive area,.

WALDIE. All right. It is your conclusion that announcing com-
petitive area has nothing to do with the reduction in force.
Mr. 1VIAsmasoN. At this point, no; because there is no reduction in

force formally now in process.
Mr. WALDIE. But then—let me explore this—a single competitive

area is being designated for what other purpose?
Mr. MASTERSON. For the informal process of reduction in force and

utilization of the—
Mr. WALDIE. Is there a process known as informal reduction in force?

What is the statutory authority for an agency to announce informal
reduction in force?!
Mr. CRAIG. The statutory authority for that, Mr. 'Chairman, is pro-

vided in the retirement chapter of title 5, and I would think that the
Civil Service Commission is best qualified to answer that.
Mr. WALDIE. I will ask them, too.
Mr. CRAIG. It is also spelled out in their regulations.
Mr. WALDIE. And within that, it is my understanding of your testi-

mony that there are two sorts of reductions in force that require the 
iestablishment of competitive areas. One is a formal reduction n force,

which you 'are not engaged in; the other is an informal reduction in
force in which you are engaged. Is that a correct summary of what I
have been told?
Mr. CRAIG. That is correct.
Mr. WALDIE. And it is further your assumption that an informal re-

duction in force is not prohibited by article 6 of your nationwide
agreement.
Mr. GAYLE. If the freeze and early retirement opportunity fail to

achieve significant work force reductions, the Postal Service has the
further option of bringing formal reduction-in-force procedures into
effect.
Mr. WALDIE. We are in an informal reduction in force at the present

time under the statutory authorities of establishing competitive area,
are we not?

83-288 0-72 2
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Mr. CRAIG. That is correct, and our position is that an informal re-
duction in force is not prohibited by the national agreement.
Mr. GAYLE. If it is necessary, we have that option of going into a

formal reduction-in-force procedure.
Should this happen, the Postal Service is committed and will live

up to the full intent and spirit of its contractual obligation under the
"no layoff" provision of the current national agreement.
Mr. WALDIE. Can you tell me this: What is the difference in terms

of impact on the Postal Service and employees between a formal and
informal reduction in force?
Mr. GAYLE. Well, any time you reduce your work force by attrition

or any other method 
Mr. WALDIE. Now wait a minute. Not any other method. You are

reducing your work force in a manner that is consistent with early
retirement benefits which has as its principal premise it is an involun-
tary reduction, as far as the employee is concerned, does it not?
Mr. CRAIG. That is correct.
Mr. WALDIE. All right. Now, what is the difference between an in-

voluntary separation under an informal reduction in force, and an
involuntary separation under a formal reduction in force?
Mr. CRAIG. An involuntary separation under an informal reduction

in force or a reduction in force without resort to the formal reduction
in force procedures require an acceptance by the employee of the re-
quest that he submit his resignation.
In a formal resort to reduction-in-force procedures the employee

may be separated after applying the various procedures that govern
his retention without any act on his part of all. He can be separated
completely without his own participation in the process.
Mr. WALDIE. Does his participation in the process deprive you from

concluding that his separation was involuntary?
Mr. CRAIG. Again, I think this is primarily a matter within the Civil

Service Commission's jurisdiction, but I would say that it does not
deprive it of its involuntary character for the following reason: Vol-
untary retirement is completely at the volition of the employee. In the
case of the informal reduction-in-force, which we are running now, the
employee had no option prior to the commencement of these informal
operations to retire. It was only after the Postal Service determined
that we should request the resignations and that a situation required our
reducing our work force that this opportunity became available. It is
not a voluntary retirement, in that action by the Postal Service had to
precede the opportunities being opened to employees.
Mr. WALDIE. Does it become involuntary in terms of his acts because

of the threat that you will go into a formal reduction-in-force?
Mr. CRAIG. No; it does not.
Mr. WALDIE. There is no threat or coercion at all?
Mr. CRAIG. That is correct.
-Mr. WALDIE. His act is totally voluntary?
Mr. CRAIG. His act is voluntary except that it was preceded by a de-

cision of the Postal Service without which he could not have retired.
Mr. WALDIE. Well, does that in your view make his act involuntary,

the decision of the Postal Service?
Mr. CRAIG. Well, I would have to bow in the direction of the Civil

Service Commission to explain their own regulations on that.
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Mr. WALDIE. Have they concluded that these retirements are all
involuntary?
Mr. CRAIG. I believe within the purpose of the retirement statutes

this is an appropriate reading.
Mr. WALDIE. They have concluded that these retirements are

involuntary?
Mr. CRAIG. I believe so.
Mr. WALDIE. And you have concluded that?
Mr. CRAIG. We have concluded that the Civil Service Commission

says this is appropriate and we are therefore 
Mr. WALDIE. And you have concluded that their retirements are in-

voluntary, have you not?
Mr. CRAIG. As far as my personal belief is concerned, they are in-

voluntary within the meaning of these regulations, but I don't believe
that our personal beliefs are important. The important thing is that
the administering agency of the retirement program has agreed that
it meets their requirements.
Mr. WALDIE. I will ask the Civil Service Commission to give me the

regulation that leads them to conclude that the decisions of these em-
ployees are involuntary decisions, but do you know of a regulation
upon which they base a conclusion that when these employees retire
under this system they are involuntarily retired?
Mr. CRAIG. The regulation which I am referring to is subchapter S11,

found in Federal Personnel Manual Supplement 831-1.
Mr. WALDIE. And that is the term, involuntary separation means

any separation against the will and without the consent of the em-
ployee. That is what we are dealing with here?
Mr. CRAIG. Well, we are also dealing with a regulation that says that

after an agency determines that a reduction in force is necessary it may,
before resorting to prescribed reduction-in-force procedures, or while
these procedures are in process, request by letter the resignation of em-
ployees in the affected competitive area who meet the age-or-service
requirements, or both, for 
Mr. WALDIE. Where is that? That is 2, isn't it?
Mr. CRAIG. Yes. It is d (2) , resignation requested.
Mr. WALDIE. So you have determined that a reduction in force is

necessary?
Mr. CRAIG. That is correct. An informal reduction in force.
Mr. WALDIE. I don't see the words "informal reduction in force."
Mr. CRAIG. Within the meaning of this regulation we have deter-

mined that a reduction in force is necessary.
Mr. WALDIE. And that in your view is not a violation of article 6 of

the nationwide agreement?
Mr. CRAIG. That is correct. The usage of the term is different. In the

national agreement the reduction-in-force agreement is obviously tied
in with layoffs, and that is not what we are doing.
Mr. WALDIE. Will the employees in this informal reduction in force

be advised of their retention rights under the reduction in force
regulation?

CRAIG. They are aware that they have retention rights.
Mr. WALDIE. Have they been advised of their retention rights? Have

they been informed?
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Mr. CRAIG. They have been informed that they have retention rights
and that this is not coercive, yes.
Mr. WALDIE. Have they been informed what those retention rights

are?
Mr. CRAIG. I can't speak for the hundreds of employees. I have no

evidence to believe that there is any employee who has not been fully
informed of his retention rights.
Mr. WALDIE. All right. That is fine. We will check that.
That would be necessary, would-it not, to comply with this regula-

tion, an employee must be fully informed of his retention rights under
the reduction-in-force regulations?
Mr. CRAIG. I believe that is correct.
Mr. WALDIE. And that has been accomplished in this informal re-

duction in force that has taken place within the Postal Service?
Mr. CRAIG. Yes, sir.
Mr. GAYLE. Mr. Chairman, if you are referring to the formal—
Mr. WALDIE. No. I am referring to the statutory authority that you

have recited to me as the basis for your informal reduction in force,
and I am reading this paragraph d (2) . That counsel referred to of
S11-2, "Meaning of involuntary separation."
That regulation that you recited to me as authority that after an

agency determines that a reduction in force is necessary it may, before
resorting to the prescribed reduction-in-force procedures or while they
are in process, request by letter the resignation of employees to the
effective competitive area. I presumed that was the basis of that direc-
tive establishing the entire U.S. Postal Service as a competitive area.
Then further reading that, it says to avoid any implication of

coercion an employee must be fully informed of his retention rights
under the regulation.
Now, to carry that out, from my understanding, an employee, I pre-

sume, then, who is asked to sign one of these statements of his resigna-
tion is not coerced, but is provided with a list telling him what jobs he
has available in terms of his retention rights.
Mr. CRAIG. No.
Mr. WALDIE. All right. How do you comply with that requirement

that he be fully informed of his retention rights under the reduction-
in-force regulation?
Mr. CRAIG. In this instance the full information is based on the

explanation of the Postmaster General that we are attempting to avoid
formal resort to reduction-in-force procedures and the retention rights
of all employees at this time are the same, namely, that if they do not
submit a request for a voluntary retirement they will be retained in
the Postal Service. Every employee has the right to be retained.
Mr. WALDIE. SO it has nothing to do with retention rights. He will

keep his job if he doesn't resign.
Mr. CRAIG. He will retain his job.
Mr. WALDIE. Retention rights under involuntary is not defined as

you define this right, it is defined under a normal reduction in force
as to whom he can bump along the line, is it not?
Mr. CRAIG. Well, I do not agree that that is the only definition for

retention rights within the meaning of the regulation.
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Mr. WALDIE. All right. So that the full retention rights that you
believe implies with that directive you provide him with a copy of the
speech of the Postmaster General of what date?
M. CRAIG. There is the memorandum of the Postmaster General of

June 5, and then there was the earlier statement in March.
Mr. WALDIE. So the employee is told his retention rights are in that

document.
Mr. CRAIG. That is correct, and he is also invited to discuss any

matter relating to this with his supervisor.
Mr. WALDIE. If the question is asked, "What are my retention rights

under this regulation?" What would the supervisor advise him?
Mr. CRAIG. His supervisor would tell him that his retention rights

are absolute. If he does not sign this, he will not lose his job. If he
wants to go into the details of his rights as a veteran or nonveteran,
although it is irrelevant to this process because we are not resorting
to formal reduction-in-force procedures, I have no reason at all to
believe that he would not be informed of this.
Mr. WALDIE. I have departed from Mr. Gayle's statement much too

far.
Mr. GAYLE. To conclude, it is the hope of the Postal Service to avoid

the need to invoke formal reduction-in-force procedures. For this rea-
son, we have taken the steps mentioned above in the hope that the
freeze and the early retirement opportunity will reduce our work force
to an acceptable level.
I have previously supplied to you the June 5 memorandum for

the record.
Mr. WALDIE. Mr. Hillis, do you have some questions that you want

to ask?
Mr. limas. Thank you, Mr. Chairman. Yes, I have a few.
Mr. Gayle, I have before me Order No. 72-2, Temporary Reem-

ployment of Retirees and Compensation for such Reemployment. I
took it from your statement that the purpose of the whole procedure
that we are about is to reduce the level of employment in the Postal
Service. Is that correct?
Mr. GAYLE. Yes, sir, and to maintain service of the Postal System

at the same time, and improve it.
Mr. Hulls. In referring now to section 2 of Order No. 72-2, are you

familiar with this order?
Mr. GAYLE. Yes, I am.
Mr. HILLIs. Any retiree reemployment in accordance with section

1 of this order may receive compensation fixed by the Senior Assistant
Postmaster General for Employee and Labor Relations at a daily
rate not exceeding a daily rate sufficient to yield him an amount after
any necessary reduction which, when added to his annuity income,
equals the daily rate of his compensation at the time of retirement,
plus his annuity.
Now, if I interpret that correctly, his annuity payment is being

taken as part of his salary, is that correct?
Mr. GAYLE. No, sir; it can be, but it could go up to the extent of

having him retain his annuity for the time limits involved here, plus
what salary he was getting before.
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Mr. HILms. Well, then, you are using part of the retirement fund
as part of his salary. Is that correct?
Mr. GAYLE. No, sir; we are not. We are saying in effect that if you

go off on July 1, and if we have certain critical requirements to main-
tain service up to a maximum of 60 days we will request you to stay
on board if you so desire, and we will continue to pay your present
salary for those time limits involved, and you will receive your
annuity.
Mr. HILLis. So he receives the annuity in addition to the present

salary.
Mr. GAYLE. Yes, sir; but solely for a maximum of 60 days and solely

to maintain service levels in a critical vacancy.
Mr. HiLms. Well, the fact of at least 60 days here is that the fellow

is retired but he is really right back on the job.
Mr. GAYLE. Yes, sir, and when you have people going out and you

have to move people around and shift around to maintain service re-
quirements, we are trying to provide a method whereby certain criti-
cal positions are maintained during that period of 60 days to get people
in the proper place of the work force.
Mr. HiLms. Is there legal authority in using the retirement fund in

this manner when a person is actually not retired?
Mr. GAYLE. Well, he is what you would call, I believe, a reemployed

annuitant.
Mr. CRAIG. Yes; there is legal authority for this.
Mr. HILLIs. Well, it just seems highly unusual to me that a. person

should be employed at his full salary and still be drawing retirement
from the retirement fund at the same time.
Mr. CRAIG. The language there is permissive. It is not mandatory.

The reason for it is, of course, that if we face a situation where we
have a severe shortage of manDower it may be necessary to offer the
person the opportunity ecsentially, to keep his salary plus his annuity,
or something at least a little bit above present existing salary in order
to to encourage him to stay on the job for this period of time.
It is permissive, not mandatory, but it is an option that we felt

necessary in the cases where, for example, we might have four people
go out all at once and where critical services require a short term of
reemployment.
Mr. HiLids. Has any study been made? Can you give us an estimate

as to how much this will be used?
Mr. GAYLE. No, sir; it is our intention that it will be a very limited

use and 'certainly for no longer period of time than absolutely neces-
sary with a maximum period of 60 days on any individual.
Mr. HILL-is. Can the person in that period be extended?
Mr. GAYLE. No, sir; under this order, 60 days is the maximum.

• Mr. Rums. That is all the questions I have.
. Mr. -WALDIE. Counsel, let me P,A one thing straight. The nationwide
agreement, article 6, entitled "No lay-offs or reduction in force," says
it is agreed by the employer that no work force will be laid off on an
involuntary basis during this agreement. I assume you conclude that
what is occurring here in this involuntary, informal reduction in force
is not in violation of that agreement.
Mr. CRAIG. That is correct.
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Mr. WALDIE. I assume that the necessity of an employee receiving:
early retirement, that he be involuntarily separated, is a different de-
finition under the Civil Service regulations than the definition you
have used in this agreement.
Mr. CRAIG. That is correct.
Mr. WALDIE. And that it does comply with the Civil Service regula-

tions that he be involuntarily separated so he can get early retirement?
Mr. CRAIG. That is correct.
Mr. WALDIE. But he is not laid off involuntarily as a result of em-

ployment of those terms.
Mr. CRAIG. Within the meaning of the contract, correct.
Mr. WALDIE. Mr. Gross?
Mr. GROSS. Mr. Chairman, I regret that I couldn't get here at the

start of the meeting. I attended another subcommittee meeting at 9 :30
this morning.
Mr. Gayle, in the fiscal year 1973 budget information which the

Postal Service supplied, the House Appropriations Committee under
the title of "Personal Summary," shows the 1972 estimate of total per-
manent employees to be 613,330 as compared with the 1973 estimate
of 718,403.
In view of this estimated increase of permanent employees, do you

still maintain that June 5 press release, "The Postal Service said to
liberalize retirement policy," was made possible because of an excess
number of Postal employees?
Mr. GAYLE. Yes, sir, in the sense that also that budget included a

$450 million rate increase during fiscal 1973. To be able to provide the
level of employment that is mentioned in that budget submission
would require the rate increase.
The statement of the Postmaster General referred to earlier is that

we must learn to live within our revenues and that we are trying to
avoid such a rate increase by reducing our expenses.
Mr. GROSS. But you have what seems to be conflicting press releases.
Mr. GAYLE. I don't quite understand what you mean, sir.
Mr. GROSS. On one hand you profess in a press release to have an

excess number of employees, and in your official budget you estimate
an increase and ask Congress to provide for an increase insofar as its
contribution to the Postal Service is concerned.
Mr. GAYLE. Yes, sir. I do not purport to be an expert in budget. It

is my understanding though that there was a revised budget submitted
and that that budget reflects trying to forego an increase in $450
million of increased revenues from Postal Service revenues. I could
supply that information for the record, sir, as far as the adjusted
budget is concerned.
Mr. GROSS. Thank you, Mr. Chairman.
Mr. WALDIE. Mr. Gayle, when the Post Office Department engaged

in I guess a similar procedure, an informal reduction in force, this
involved the top management people about a year ago. Was that the
same procedure you utilized then as is being utilized now?
Mr. GAYLE. Well, sir, it involved more than top management. It

involved all of our headquarters levels of employees and our regional
people, and it started with a so-called involuntary and optional retire-
ment and then later extended to formal reduction-in-force procedures
under Civil Service regulations.
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Mr. WALDIE. Did you go into the formal reduction in force because
there were not a sufficient number availing themselves of the oppor-
tunities extended under the involuntary reduction in force.
Mr. GAYLE. Yes, sir, we did, when we were reducing from 15

regions to five.
Mr. WALDrE. Why are not the employees in this reduction in force

being offered the same 6-month bonus that you offered the employees
in your last reduction in force?
Mr. GAYLE. Well, quite a few reasons. I think the most obvious

reason is that the requirement for the reduction at the time you were
talking about, 15 regions being reduced down to five, is a considerable
cut. In other words, I can't recall the figures exactly, but approxi-
mately we were taking people from about a 6,000 person work force
level down to about an 1,800 person work force level, and it was neces-
sary to have a severe reduction in force.
Now, there is a need for a reduced work force to be able to live

within our income or our revenues, but I would not consider it as
severe as that particular proportion that we were talking about.
Mr. WALDIE. The severity to which you allude is only described in

terms of numbers that will be reduced in force. The severity for the
individual is just as severe under this procedure as it was under the
prior procedure, is it not?
Mr. GAYLE. In the eyes of an individual, I assume so

' 
yes, sir.

Mr. WALDIE. And so the bonus that was paid was not to assist the
individual, it was to assist the Postal Service in getting these decisions
from these people.
Mr. GAYLE. No. The bonus as far as the reduction was concerned

was to make it as attractive as possible for people to go out at the
top who were able to get a retirement and reduce the severity of the
formal procedures that we had later to go into.
Mr. WALDIE. Severity to whom?
Mr. GAYLE. People in that remaining unit.
Mr. WALDIE. You mean so that you would not have to involuntarily

coerce that remaining group out?
Mr. GAYLE. To reduce the need for it as much as possible.
Mr. WALDIE. Right, but in this instance that need does not exist.

You do not feel you have to entice these people out as you did in the
other instance.
Mr. GAYLE. Not with the same financial cost.
Mr. WALDIE. Do you think you can get these people out without giv-

ing them a bonus?
Mr. GAYLE. No, sir. I think the policy decision basically is that we

are going to reduce our work force down to acceptable levels by attri-
tion both from the top and the bottom.
Mr. WALDIE. Well, then, why do you give them early retirement if

it is attrition you are working on?
Mr. GAYLE. Well, this is attrition, sir, in time.
Mr. WALDIE. Well, isn't giving them a bonus to get him out also

within your definition of attrition?
Mr. GAYLE. It would certainly speed up attrition in certain cases.
Mr. WALDIE. Early retirement is designed to speed up attrition; isn't

it?
Mr. GAYLE. Yes, sir.
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Mr. WALDIE. Why then are these people not offered a bonus as were
the management employees?
Mr. GAYLE. I would say from a policy decision it was not felt to be

necessary nor desirable from an economic viewpoint at this particular
time.
Mr. GROSS. Mr. Chairman, could I ask one other question? This may

have been covered before I arrived. It has troubled me since the June
situation came about.
The Civil Service regulation specifically defines involuntary service

separation as follows:
The term involuntary separation means any separation against the will and

without the consent of the employee. Ohter than separation for cause on charges
of misconduct or delinquency.

Do employees of the Postal Service who retire under terms of the
June 5 announcement meet this definition and if so what is the mean-
ing of this sentence which is excerpted from the press release of
June 5, 1972, which states:
Employees desiring to retire under the early retirement program may do so

prior to December 31, 1972.

How can an employee "desiring to retire" be considered as an invol-
untarily separated employee against his will and without his consent?
Mr. GAYLE. I would like Mr. Craig to answer that particular point.
Mr. CRAIG. This is a question that the Civil Service Commission

should be answering since it is a question of the construction of their
own regulations. I might, however, say this: The regulation from
which you just read goes on a little further to say that whether a sep-
aration is involuntary depends upon all the facts in a particular case.
It is the true substance of the action which governs, rather than the
methods followed or the terminology used. The responsibility for
determining whether a separation is involuntary for retirement pur-
poses rests with the Commission.
As we read on further, paragraph d(2) entitled "Resignation Re-

guested" states that an agency can request resignations before resort-
ing to formal reduction-in-force procedures, if it is determined that
a reduction in force is necessary.
Under these regulations we have consulted with the Commission

and the Commission is agreed that we have met the requirements under
the regulation, for an involuntary separation.
Mr. GROSS. What is the amount of the unfunded liability to the

retirement fund that you are creating?
Mr. CRAIG. I dont' know whether we are creating any, and I would

defer to the Civil Service Commission. They have the expertise fo
answer that question.
Mr. GROSS. Thank you, Mr. Chairman.
Mr. WALDIE. Mr. Gayle

' 
I understand that there are 83,243 potential

eligibles for this informal reduction in force. Of that maximum num-
ber, what is your estimate of those that will avail themselves of this
involuntary opportunity to retire?
Mr. GAYLE. Well, sir, if you mean question No. 1, your first figure,

we have a total of 181,413 people that are eligible for retirement,
either voluntarily and so-called involuntarily discontinued service an-
nuities, so out of that figure it is impossible to tell you what is going
to happen between now and July 1.

83-288 0 72 3
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I do know this much, that as of noon yesterday there was a total
of 15,652 that have submitted applications and of that, 8,714 are con-
sidered voluntary. In other words, they would be optional retirements,
and 5,899 would meet the so-called discontinued service or involuntary
eligibility, and 939 are applying under disability types. However, those
might change from disability to some other type of retirement.
Mr. WALDIE. Let me take a Post Office as an example for the ques-

tion I want to ask. In Buffalo, N.Y., according to the statistics I have
here, as of July 1971, you have 3,953 employees. The number of that
group that .were eligible for retirement was 1,013. I presume within
that figure are those eligible for voluntary retirement or involuntary
separation.
Mr. GAYLE. I do not have those figures in front of me, but listening

to them it would sound probable that they would include both types.
Mr. WALDIE. I think that is probably correct. How does this proce-

dure comply with the management tools that attempt to make reduc-
tion in force a selective process?
In other words it would be very disruptive, I would think, if every-

body in the Buffalo, N.Y. Post Office retired, whereas in the Bronx
Post Office maybe only very few retired of the eligibles.

Reduction in force, as I understand it, is a management tool that
permits selectivity in terms of reducing your work force. You don't
really under this system attain this selectivity, do you? It is sort of a
hit and miss thing and at the end of it, you look where you finally have
arrived.
Mr. GAYLE. Yes; I would have to agree with you that basically a

formal reduction, where you can go in and pick out individuals and
say "We don't need you and we don't need you," and so forth, certain-
ly is a nicer way from an efficiency point of view, but certainly a much
more difficult way from a human viewpoint.
In the early retirement or any retirement program, or any across-

the-board program, you are going to lose some people that you would
rather not lose. That is a calculated risk you have to take, but you
have to balance the problems you have by going in the other direc-
tion.
Now, it is our intention to move the work force within the various

restrictions and rules and regulations and so forth, including the
collective bargaining agreement, to maintain this service level and
get the employees where they are needed to perform the job.
Mr. WALDIE. Two further questions in that area. I gather this tem-

porary hiring for a 60-day period is designed to reduce some of
that adverse impact.
Mr. GAYLE. Yes, sir. It is in ease we have offices now, and we prob-

ably will have offices where many of our top employees will go, and
this happens even without this type of program, where we have maybe
our top three or four people that are all eligible at one time in a block,
and do elect to go, and this happened last year and the year before
when we had the cost of living increase, and it is necessary to either
promote within that post office or to transfer.
Mr. WALDIE. Do you have the right to extend temporary employ-

ment beyond the 60-day period that was referred to?
Mr. 'GAYLE. No, sir. Under this order this is a maximum of 60 days

under this order.
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Mr. WALDIE. Is that in compliance with statutory limitations or is
that a management decision of the Postal Service?
Mr. GAYLE. Management decision.
Mr. WALDIE. Statutory authority would permit management to

make a decision at the end of 60 days if they were so inclined that they
needed another 60 days, and so forth.
Mr. CRAIG. That is my understanding. I would want to check that

out. If we were contemplating going beyond the 60 days we would
have to research it carefully.
Mr. WALDIE. In fact, there is no limitation on your statutory right

to continue these rif of employees on a temporary basis as long as you
desire?
Mr. 'CRAIG. That is my understanding from a statutory viewpoint

Of course this would be counterproductive.
Mr. WALDIE. Well if, as Mr. Hillis brought out, the annuitant's

salary, the annuitant's income which you do not pay, which the re-
tirement fund pays, is in essence part of his salary, there would be a
great economic incentive to keep a temporary employee rather than a
full-time employee when his entire salary was paid by the Postal
Service.
Mr. GAYLE. No, sir. In other words, the Postal Service is paying the

full amount, and we would not be accomplishing the economies that
we would need. If in effect this man goes out and we are in effect re-
placing him, we are not reducing the work force, so we have a great
deal of urgency of 
Mr. WALDIE. Maybe I misunderstood the colloquy between you and

Mr. Gross.
Mr. GAYLE. It might be helpful here to give you the detailed in-

structions on how to provide for people under this particular order.
Mr. WALDIE. Before you do that, so that I can get it clear, in that

colloquy between you and Mr. Hillis he had referred to Postal Serv-
ice Order of June 7, 1972, describing temporary employment of re-
tirees and compensation for such reemployment. And in paragraph 2
he states any retiree employed in accordance with section 1 of this
order may receive compensation at a daily rate sufficient to yield him
an amount, after any necessary deduction corresponding to his an-
nuity which, when added to his annuity income, equals the amount of
compensation at the daily rate of his compensation at the time of his
retirement, plus his annuity.
Now that is complicated language, but it seems what we are saying

is if he received $40 a day while he was full-time employed and then
received an annuity that compensates $10 a day, you would only have
to compensate him for $30.
Mr. CRAIG. No, sir. This authorizes us to pay him the full $40.

Again, it is permissive language. It is not mandatory. It authorizes
him to be paid $50 so that when you subtract the $10 from his pay it
comes down to $10 and then you take $40 plus the annuity and that
would yield 'him $50 a day.
Mr. WALDIE. I see.
Now, if you will describe what you were about to describe, is that

the practice? Is that what you do in effect? Pay the man more than
he was getting when he was actually employed?
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Mr. GAYLE. Well, sir, as far as practice is concerned, I think this
is a unique situation and while we have no practice as such 
Mr. WALDIE. Tell me what you did with the supervisors that retired

with their bonus. How did you pay them?
Mr. GAYLE. Normally in a retired annuity.
Mr. WALDIE. No but how did you do with those supervisors that

you reemployed?
Mr. 'GAYLE. The Postal Service paid him minus his annuity.
Mr. WALDIE. All right, and that is exactly what we suspect you will

do here. That is what you did in the past, right?
Mr. GAYLE. This is a little different.
Mr. WALDIE. So you got the supervisors for less than you were pay-

ing them before they went into involuntary retirement.
Mr. GAYLE. I don't know what supervisors you are referring to. I

am not aware of any supervisor that was employed as a reemployed
annunitant within the last year or so.
Mr. WALDIE. Well, I know of some,at least according to testimony

before this committee of the group that you separated under involun-
tary. You retired some of them on a temporary basis because of dis-
locations and need.
Mr. GAYLE. All right, sir. I understand that was in the regional office

and the word supervisors, I am really thinking of the post office.
Mr. WALDIE. And they were paid a salary less their annuity?
Mr. GAYLE. Yes, sir.
Mr. WALDIE. So in effect you transferred the cost of their employ-

ment, a portion of that cost was transferred to the retirement fund,
was it not, while they were employed temporarily?
Mr. GAYLE. I assume that is correct.
Mr. WALDIE. So that when you say—and you are quite correct that

this regulation Mr. Hillis and I referred to only authorizes you to
do that. You don't have to do it. In fact, the fact is that you did not
do it. You did deduct their annuity from the pay that they received.
Now let me ask you one further question. That was your past prac-

tice. What is your future practice? -What do you intend to do if these
people are temporarily retired that are taking early retirement under
this involuntary program this informal reduction in force? How would
you pay them, or have you decided that?
Mr. GAYLE. We have decided on the basis of this order that it is

not mandatory, but may be used at the discretion and in a particular
situation for filling critical vacancies during this period of time to
maintain service under very tight control, that it may be possible to
pay him his regular salary, plus his annuity.
Mr. WALDIE. I know that may be possible, and I know that is au-

thorized. I am asking you what do you intend to do. Has there been
a decision made at this point as to how temporaries will be com-
pensated?
Mr. GAYLE. No, sir. The only decision made at this point is what

the maximum can be.
Mr. WALDIE. Have any temporaries under this program to date been

rehired?
Mr. GAYLE. Not sir.
MT. WALDIE. All right.
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Mr. GAYLE. For all practical purposes, it wouldn't happen until
July 1.
Mr. WALDIE. Now, one further final question from me. If you do

not accomplish your goals in terms of the numbers that availed them-
selves of this informal reduction in force opportunity, would you then
utilize a formal reduction in force at the expiration of your National
agreement?
Mr. GAYLE. That is impossible to say at this time, sir. What the

Postmaster General has said is that if we don't learn to live within
our revenues and don't accomplish the job, further directives will be
necessary. He has not spelled out those and I am certainly not in a
position to say what may come later.
Mr. WALDIE. I think it is important for my understanding of your

compliance of these regulations and for questions I will ask of Mr.
Ruddock, or the Civil Service Commission when it appears.
Is it then fair to say at this moment in time there has been no

decision entered into given the fact that you do not make your objec-
tives in the numbers that separate themselves if enough people do not
separate to meet the Postmaster General's objectives, you do not know
at this moment whether you will engage in a formal reduction in
force. Is that fair?
Mr. GAYLE. Yes, sir. We do not know at this particular point in

time.
Mr. WALDIE. So no decision has been made as to proceeding from

this informal step to the next formal step for reduction in force.
Mr. GAYLE. Not until we see what has happened during this par-

ticular step.
Mr. WALDIE. And if you see what will happen in this particular

step, how will that influence the decision?
Mr. GAYLE. We will have to see what the figures are what the

reduction in costs are, not only in employees' costs but in Other areas.
Mr. WALDIE. In short, if not enough people avail themselves, you

will probably go into a reduction in force.
Mr. GAYLE. Well, we would have to take other measures, yes, sir.
Mr. WALDIE. What other measures are there other than formal reduc-

tion in force?
Mr. GAYLE. When 85 percent of your costs are in labor costs, you

can't get it all out of the remaining 15 percent, so there would have to
be further personnel actions, and I am not at liberty or I don't think
a decision has been made at this time to say what that decision might be.
Mr. WALDIE. What sort of a reduction in force could you take if fur-

ther personnel action is dictated?
Mr. GAYLE. Well, we have in effect a freeze where we have attri-

tion 
Mr. WALDIE. But that is in existence now?
Mr. GAYLE. Yes.
Mr. WALDIE. We are talking about new steps that are not in exist-

ence at this point, if you fail in your objectives under these programs.
Mr. GAYLE. Continue your freeze, which in effect takes advantage

of all attrition for reduction of the work force whereby whenever a
man leaves for any reason you don't replace him. That is one step and
it is one that we are using at the present time, hoping to be able to re-
duce it with the early retirements.
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Mr. WALDIE. I suspect it is not unfair to say that realistically your
next step, if this doesn't work, has to be a formal reduction in force.
Mr. GAYLE. Well, certainly I think that the situation is serious

enough that the Postmaster General has to consider alternatives that
he can within various restrictions, laws, and regulations, and the facts
of life.
I am sure he is exploring every alternative that he can without

upsetting particular service standards.
Mr. WALDIE. The employees are apprised of that dilemma in which

the service finds itself?
Mr. GAYLE. Yes, sir. I think very much so.
Mr. WALDIE. Mr. Hillis, do you have any further questions?
Mr. limas. No, Mr. Chairman.
Mr. WALDIE. Mr. Chappell.
Mr. CHAPPELL. No, sir.
Mr. WALDIE. Thank you, Mr. Gayle.
I wonder if you would do us the courtesy of staying around so that

we can call on you if we need more information.
Mr. GAYLE. Yes.
( The two attachments to the statement of Mr. Gayle, referred to

earlier, follow:)
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(Announcer: On March 28, 1972, Postmaster
General E.T. Klassen addressed an important
policy statement to the top management of the
United States Postal Service. Although the re-
marks were directed specifically to manage-
ment, they are reproduced here so that every
employee in the United States Postal Service
may hear the statement directly and understand
its meaning and importance.)

Postmaster General E. T. Klassen

D uring the 10 weeks that I have been Postmaster General, I
have been making a systematic review of everything the

Postal Service does.

I regret having to use this mechanical means of discussing with
you some of my concerns, but I am sure you will understand that
it is not physically possible to meet personally with all of our
people.

During this period, I have talked with and listened to a large
number of postal managers and postal employees at all levels of
responsibility. I have spent a considerable amount of time with
many important customers and concerned citizens. I have also
visited with key Congressional leaders and representatives of
the news media, and I have had numerous and extensive meet-
ings with many of our key managers.

Today I want to discuss some of the long-range concerns that
must be dealt with by postal management, at all levels, and then
to provide you with some policy direction for dealing with some
of these concerns.

Let me review some background information.

In 1970, Congress passed the Postal Reorganization Act, and I
know that the primary factor that led Congress to approve this
legislation was the conviction and determination that was ex-
pressed by management that we could do two things: First, that
we could provide better service; and second, that we could
bring costs and revenues into balance. Achieving these two
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things simultaneously is a challenge that will be the crucial test
of our managerial skills.

As part of my review of the Postal Service, I have taken a long,
hard look at where we are today and where we will be in 1984.
That's the year that Congress expects us to be self sufficient.

We have an immediate obligation to provide high quality service,
but our costs are rising. 85% of our total operating expenses this
year are labor and employee benefit costs. Our budget for 1973
requires an additional $450 million rate increase, but every rate
increase faces an angry outcry from the public.

Looking ahead to 1984—when our annual volume will approxi-
mate 125 billion pieces of mail—my greatest concern is that if
things continue as they are—if we don't change the way we
manage our business—ouraccumulated deficit between now and
1984 will be $38 billion. Throwing into the mix all of our present
programs, the projected rate increase, the implementation of
the nationwide bulk and preferential mail systems—and even if
they are as efficient as projected—they will only reduce the ac-
cumulated deficit to $20 billion.

What options do we have? What are the possible ways that we
can eliminate the remaining $20 billion deficit, and still give high
quality service?

First—very significant cost reductions.

Second—additional mechanization systems.

Third—substantial income from new services.

Fourth—additional rate increases.

I'd like to deal with that last point first since it is most important.

First-class postage varied only 10 during the 95 years prior to
1958; during the last 14 years it has inched up from 30 to 80. We
must all recognize that Congress, the news media, and our cus-
tomers are not sympathetic to rate increases. In addition, we are
now encountering increasingly stiff competition from many
sources.

In first-class mail, some utility companies are experimenting
with delivering their own bills. In second-class, we expect in-
creasing competition from businesses in the field of transporta-
tion.
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In third-class, our competition comes in the form of a diversion
of this type of potential revenue to other advertising media such
as newspaper inserts and unaddressed circulars that can be de-
livered by firms like the Independent Postal Service of America.

In fourth-class, our competitors are United Parcel Service, Grey-
hound, American Airlines, and a host of similar delivery-type
service firms. United Parcel alone did $650 million in business in
1970 and earned in excess of $35 million in profit. All of this was
business that was formerly ours.

I made some rough calculations involving one of our major cus-
tomers, who is today giving serious consideration to the feasibil-
ity of delivering his own publications. Their decision, not ours,
could result in the elimination of thousands of Postal Service
jobs. The magnitude of such "competition" cannot be ignored.

If I were the head of a big company in the private sector and one
of my suppliers was not providing the type and kind of service at
realistic costs that I needed—I, too, would consider taking my
business elsewhere.

I've encountered, in far too many instances, an attitude on the
part of some of our people at various levels of responsibility, that
since they feel that we already have more mail than we can han-
dle, why should we worry about competition?

Well, it appears that the volume of mail is being affected. If the
trend continues, the percentage increase in mail volume for the
fiscal year will be the lowest since the beginning of the Great
Depression in the 1930's. I think it is pretty important that all of
us understand that we are playing for keeps, that we do have
competition, and that our jobs and careers are at stake.

In face of all these competitive factors, my managerial experi-
ence instinctively tells me the public is not ready to absorb an-
other postage rate increase in the immediate future—unless we
can clearly demonstrate, first, that we have improved our service
in a significant and consistent manner, and second, that our
costs have been dramatically reduced.

All of us must understand that the survival of the U.S. Postal
Service depends upon everyone giving SERVICE. SERVICE is
the only thing we have to sell. It behooves every manager, partic-
ularly those who serve as postmasters or front-line supervisors,
to get this message across to all of their employees.

83-2880 - 72 - 4
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While I believe strongly in mechanization, and while new prod-
ucts and services offer enormous opportunities to us, they are
not the total answer to this growing competition and increasing

• costs. It is imperative, therefore, that managers and employees
at all levels give priority attention to significantly increasing their
productivity, and at the same time, improving the quality and
consistency of our services and I mean for all categories of mail,
including a major reduction in the damage of parcels.

I think that our overall performance in the matter of parcel dam-
age is inexcusable and totally unacceptable. On numerous oc-
casions, I have watched a mail truck drive up to the curb, and I
have seen parcels thrown out on the curbside. It made no differ-
ence what the package said, fragile or otherwise, all of them
were pitched out onto the curb. I am disappointed to find that in
many locations this practice is still going on.

We can no longer afford to tolerate that kind of behavior. This is
the kind of thing that all front-line managers must deal with and
deal with firmly.

I have dwelt on the impact of competition and the importance of
service because they are critical to our survival, and we had bet-
ter recognize that the Postal Service is not ordained to exist for-
ever.

Some of the steps I am now going to cover may initially appear
to be harsh measures, but we must establish a high degree of
credibility with our employees and our customers. This will re-
quire strong internal discipline on the part of each individual.

The following actions are effective immediately:

First, service and customer courtesy must once again become
a way of life throughout the entire Postal Service. Local man-
agers will be held accountable for consistently achieving the
service standards established by the regions during their San
Diego meeting on February 25th.

These internal standards will be soon sent to local managers
by the Regional Postmasters General.

Second, we must learn to live within our income. This means
that without impairing service, costs must be substantially
reduced in order to enable us to eliminate the need for a $450
million rate increase next January.
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Effective this date, there will be no hiring for 90 days.
Throughout this period, critical vacancies may be filled by the
promotion, transfer or reassignment of career employees.

We know that some major post offices have been operating for
more than eight months without hiring a single employee.
Other managers have substantially reduced their permanent
work force by not filling vacancies that were caused by resig-
nations and retirements. This approach protects the careers
of our present employees. It protects their benefits and their
future benefits, and above all it opens opportunities for their
career advancement.

No increases in complement ceilings nor in job levels will be
approved until the new job evaluation procedures, that are
now under study, are implemented.

During this 90-day period, each manager is to examine his
own organization and to advise his superior what method he
plans to use to bring his costs in line. If constructive ap-
proaches are not forthcoming, we will have no alternative but
to impose new directives for the period beyond the 90 days.

I have been disturbed to hear both postal managers and union
officials discrediting one another, and thereby defeating our
endeavor to build a meaningful relationship with our own
employees. Therefore, we will hire experienced labor-rela-
tions personnel and they will be made available to assist man-
agers at our major installations. There will be no other excep-
tions during this period without my personal approval.

Third, within the next month, the Regional Postmasters Gen-
eral will also be provided with broad authority to accomplish
transfers on a permanent basis, provided the employee and
the recipient manager both agree to the transfer. This authori-
ty will enable postal installations to adjust for critical person-
nel requirements.

Fourth, on July 1, 1972, the practice of placing persons on
temporary or permanent details must cease. On that same
date, July 1, 1972, the practice of augmenting day-to-day
workforces by outside contractors or expert consultants is to
cease. Exceptions will require personal approval by the Depu-
ty Postmaster General or the Postmaster General, as may be
appropriate.
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On these four policies—service and courtesy;—cost reduction;
—expanded transfer authority;—and termination of workforce
augmentations—I will expect managers to reward their subordi-
nates for superior achievement in complying with the full intent
of these policies. Conversely, I will also expect them to take
forthright action where there is not compliance. Senior manag-
ers will be critically judged by this standard. In turn, I will look to
your immediate supervisors and to each of you to judge your
subordinates by the same test.

In the final analysis, the American people, our customers, and
the Congress will only judge us by what we do, not by what we
say we are going to do.

I am reminded at this point of two phrases that were favorites of
former President Harry S. Truman. I used both of these at the
Headquarters meeting in January. The first was, and I quote,
"The buck stops here." The second was, "If you can't stand the
heat, then get out of the kitchen." I think we should all reflect on
these two phrases.

Every man and woman wants to be proud of what he or she is
doing. And, indeed, most of our people are doing a fine job, and
they know it—and we know it. Self respect is self-recognized.
We want all of our people to feel that way. But above all, we
should have—and we should deserve—the pride and respect of
the American people. And, as individuals, we'll know that too.

I appreciate this opportunity to share with you some of the con-
cerns that I have.

Thank you.
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THE POSTMASTER GENERAL
Washington, DC 20260

June 5, 1972

MEMORANDUM TO POSTAL EMPLOYEES

SUBJECT: Early Retirement Opportunity

It has been my experience that too frequently we do not make known
to our employees those benefits that are immediately available to
them. If you have not already heard, the Civil Service Commission
has announced that retirement annuities will be increased by 4.8%
beginning July 1, 1972. Postal employees eligible for an optional
retirement who retire and are in a nonpay status no later than
June 30, 1972 will receive this 4.8% increase.

In addition to these persons, other employees have expressed an
interest in becoming eligible for an early retirement. In response,
we are enabling other eligible employees to qualify for a discontinued-
service retirement.

The situation creating the discontinued-service retirement opportunity
arises from the fact that we have an excess number of employees.
But for the No-Layoff provision in our National Agreement, we would
be actively engaging in a system-wide reduction-in-force. The situation
that we find ourselves in qualifies under existing Civil Service Commission
instructions for discontinued-service retirements. Separations resulting
from resignations submitted in response to a request from management
will qualify as discontinued-service retirements.

To permit any employee who meets the age and service requirements
for a discontinued-service retirement and who wants to retire early
to do so, I am, under existing Civil Service Commission instructions,
hereby requesting resignations from eligible employees. If you are
eligible and resign in response to this request effective no later than
June 30, 1972 your annuity will be increased by this additional 4.8%.
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Separations resulting from a resignation in response to this request
will be considered involuntary for retirement purposes. Under these
circumstances, nearly all employees in the following categories will
be eligible for an immediate annuity:

a) Persons who are over the age of 50 having 20 or
more years of Federal service; or

b) Persons with 25 or more years of Federal service.

I am extending the expiration date of these discontinued-service
retirement provisions to December 31, 1972. However, it should be 

clearly understood that any employee who retires after June 30, 
1972 will receive the regular annuity but not the additional 4.8% 
cost-of-living increase mentioned above. This extension will allow

eligible employees and their families ample time to prepare for this
major decision, and will allow any employee who becomes eligible
during this longer period to take advantage of this early retirement

opportunity if it is his desire to retire.

Attached are fact sheets providing more detailed information on your

retirement rights and benefits, and an Employee Resignation Form

to be used by an eligible employee who wants to avail himself of
this opportunity to retire. If you are interested in taking advantage

of this opportunity or learning more about it, please contact your
postmaster or immediate supervisor for any additional information
you would like to have.

While I encourage you to take advantage of this opportunity to retire,
particularly in time to get the 4.8% cost-of-living increase, I want
it clearly understood that no employee will be coerced to submit a
resignation in response to this request.

E. T. Klassen

Attachments:
A - Retirement Information
B - Employee Resignation Form
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THE POSTMASTER GENERAL
Washington, DC 20260

June 5, 1972

RETIREMENT INFORMATION

Attachment A

The following information is supplied on the subject of discontinued
service retirement benefits.

Please contact your postmaster or immediate supervisor if additional
information is needed.

ELIGIBILITY REQUIREMENTS

1. Discontinued Service Retirement: Employees who act in response
to this management request will be "involuntarily separated" from
the service for retirement purposes and will be entitled to an
immediate annuity if:

a. You have been employed under the retirement system for at
least one year within the 2-year period immediately preceding the
separation on which the annuity is based, and

b. You meet either of the following minimum requirements
on the date of separation:

(1) Attainment of age 50 and completion of 20 years of
creditable service, including five years of civilian service, or

(2) Regardless of age, have completed 25 years of
creditable service, including five years of civilian service.

2. Annuity Computations 

a. Basic annuity is computed using length of service (including
credit for unused sick leave) and high-three average salary (highest
three consecutive years of salary). The basic annuity formula is:
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(1) 1 1/2 percent of high-three average salary times the
first 5 years service;

(2) plus: 1 3/4 percent of high-three average salary times
next five years service;

(3) plus: 2 percent of high-three average salary times all
service over 10 years.

b. Retirement before age 55 on an involuntary separation results
in a reduction in basic annuity of 2 percent for each year or 1/6 of 1
percent for each month the employee is under age 55.

c. You may determine your approximate monthly annuity by
using the attached charts which include the 4.896 cost-of-living increase.

3. Insurance Benefits After Retirement 

Provided certain conditions are met* -- if you retire on an immediate
annuity with 12 years or more creditable service, or for disability, you
may retain your Federal group life and health insurance as a retired
employee.

a. Life Insurance - Your regular life insurance continues free.
You pay premiums for optional insurance until age 65; at that time
optional insurance continues without cost. The Civil Service Commission
automatically deducts the appropriate premiums from your annuity check
on a monthly basis.

b. Health Insurance - You continue to pay health insurance premiums
as a retiree. The Civil Service Commission automatically deducts the
appropriate premiums from your annuity check on a monthly basis.

4. Optional Retirement. An employee under the retirement system is
eligible for optional retirement on an immediate annuity if:

, a. He has been employed under the retirement system for at
least one year within the 2-year period immediately preceding the
separation on which the annuity is based, and

b. He meets one of the following minimum age and service
conditions:

*See your postmaster or immediate supervisor for information con-
cerning these conditions.
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(1) Age 62 and five years of tivilian service, or

(2) Age 55 and 30 years of creditable service, including
five years of civilian service, or

(3) Age 60 and 20 years of creditable service, including
five years of civilian service.

5. Disability Retirement. An employee under the retirement system
who is separated from the service by reason of disability is entitled to
an immediate annuity if he has at least five years of civilian service.
The Civil Service Commission reviews medical evidence to determine
whether the employee is totally disabled for service in his position.

83-288 0 - 72 - 5
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CIVIL SERVICE RETIREMENT SYSTEM MONTHLY ANNUITY RATES

KEY TO ANNUITY RATES IN TABLES

A---Monthly annuity to retired employee if survivor benefit is not
elected.

B---Monthly annuity to retired employee with maximum benefit to
surviving spouse.
Generally, the annuity to the surviving spouse is approximately

55% of rate A. It may be greater than 55% in certain cases
where a guaranteed minimum survivor annuity is payable.

Note: 1. Service for which retirement deductions were withheld
and later refunded cannot be counted unless the refund
is redeposited.

2. Rates shown are subject to reduction if --
(a) retirement (except on account of total disability)

is before age 55. Reduction for this reason is
1/6 of 1% for each full month the retiring
employee is under age 55.

(b) service includes any civilian time after
August 1, 1920, for which no retirement
deductions were withheld or deposited.
Monthly reduction in retired employee's
annuity for this reason is 1/12 of 10%
of the amount due as deposit (except in
certain cases of guaranteed minimum
disability annuity.)

3. If retirement is on account of total disability,
the rates shown are subject to increase if the
employee qualifies for the guaranteed minimum
disability annuity.

4. "Years of Service" columns include credit for
the period represented by the unused sick leave.
Annuity based on actual service is limited to
80% of the high 3 average salary. This limit
is reached with 41 years and 11 months of
service (slightly less if high 3 average salary
is less than $5,000.) However, annuity in
excess of the 80% which is produced by credit
for unused sick leave is payable.
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THE POSTMASTER GENERAL
Washington, DC 20260

EMPLOYEE RESIGNATION FORM

(Submit to Postmaster or Immediate Supervisor for Processing)

In response to the Postmaster General's request of June 5, 1972,

I hereby submit my resignation to be effective  , 1972.

(print date)

, understand that I

(print name)

will be involuntarily separated under conditions which will entitle

me to a discontinued-service annuity. Because of my desire to

retire at this time, I have acceded to the Postmaster General's

request and am foregoing any retention rights I may have. I have

not been coerced to submit this resignation.

Signature Date 

FOR USE BY EMPLOYEES ELIGIBLE UNDER TERMS OF DIS-

CONTINUED-SERVICE RETIREMENT -- NOT FOR OPTIONAL

RETIREMENTS.
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THE POSTMASTER GENERAL
Washington, DC 20260

June 5, 1972

MEMORANDUM TO ALL POSTAL MANAGERS

SUBJECT: Critical Vacancies and Retirement Policy

Please refer to my Memorandum to Postal Employees dated today
regarding early retirement opportunity. Vacancies occurring
due to retirements should be treated as any other vacancies and
may be filled only in accordance with the guidelines and instructions
for filling critical vacancies, as spelled out in the Postal Bulletin
of April 27, 1972. Vacant positions which are not critical are to be
reverted immediately by processing a Form 1644.

While we are very desirous of having as many of our eligible
employees as possible take advantage of the early retirement oppor-
tunity outlined in my June 5, 1972 memorandum, I want it clearly
understood that coercion is not to be exercised.

The decision to retire will be a very difficult one for all eligible
employees, and this choice must remain their individual responsibility.
These employees, including many of you, have dedicated many years to
the Postal Service, and this decision must be treated with dignity.

E. T. Klassen
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Mr. WALDIE. Mr. Andrew Ruddock. Are you going to be the repre-
sentative of the Civil Service Commission on these sensitive questions?

STATEMENT OF ANDREW E. RUDDOCK, DIRECTOR, BUREAU OF RE-
TIREMENT, INSURANCE, AND OCCUPATIONAL HEALTH, U.S.
CIVIL SERVICE COMMISSION

Mr. RUDDOCK. Yes, sir.
Mr. WALDIE. I sometimes get the feeling we would like to have some-

one else come up here. Not because we don't appreciate you, because
I do, and I know all the committee does, for the honesty of your state-
ments. But it seems to me you probably would like some relief occa-
sionally from appearing before this committee.
Mr. Rudd,ock, I doubt you have a prepared statement. You rarely

do,. and you don't need one, do you?
Mr. RUDDOCK. Yes, sir, I do. It is very short. May I read it?
Mr. WALDIE. Yes, you may. You heard our questioning of the gen-

tlemen from the Postal Service. I hope you statement will address it-
self to those questions and we would like to hear some comments on
that.
Mr. RUDDOCK. Mr. Chairman and members of the committee, I ap-

preciate this opportunity to discuss with the committee the retirement
implications arising from the decisions of the Postmaster General to
reduce the size of the postal workforce, and to further this objective by
requesting resignations from employees eligible for immediate an-
nuity if involuntarily separated.
I should make it clear at the outset that a decision to reduce the

number of employees in an agency is a management decision which
rests with the head of that agency. It does not rest with the Civil Serv-
ice Commission.
Having decided that a reduction in the number of employees is to be

accomplished, an agency may resort to several methods, or a combina-
tion of methods to achieve the desired result. 'One effective although
sometimes slow method is to place a freeze on hiring, and by not re-
placing employees who resign, retire, or die, simply wait until the
force is reduced to the desired size. In many cases, an agency decides
that the attrition process is too slow and it must resort to formal
reduction-in-force procedures, under which, with due regard to their
relative retention rights, employees are notified that they will be dis-
missed, downgraded, or transferred to other locations.
Several months ago the Postmaster General decided that the Postal

Service must reduce its workforce, and announced a freeze on hiring.
To accelerate the attrition process, the Postmaster General has now
requested the resignations of employees who will, if they resign in
response to his request, qualify for immediate annuity. Their entitle-
ment to retirement will be based on the "involuntary separation" pro-
vision of the retirement law (5 U.S.C. 8336 (d) ).
It is well settled by decision and precedent that a separation that

results from a resignation submitted at the request of an 'agency
official is involuntary for retirement purposes. The involuntary sepa-
ration provision of the retirement law has always been construed very
liberally in favor of employees. As long ago as August 7, 1934, the
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Veterans' Administration, which was then responsible for administer-
ing the Retirement System, ruled that:
Where it is clearly shown that the employee was requested to resign by the

head of the employing establishment, that resignation as a result of the demand
or request may be accepted as an involuntary separation from the service; and
if there is no charge of delinquency or misconduct, the basis for annuitable
status under the involuntary separation provision of the retirement law exists.

The fundamental premise has remained the same through all these
years.
Mr. WALDIE. May I interrupt you, Mr. Ruddock.
Mr. RUDDOCK. Yes, sir.
Mr. WALDIE. We have that quote from the Veterans' Administration

and the part you have quoted is accurate, but you left out the preced-
ing paragraph. Let me read that preceding paragraph:
Whether a separation by resignation is voluntary, that is, through a choice

of the employee acting on his own accord and free will, or involuntary, that is,
influenced by another, is a question of fact to be determined in each individual
case.

And I only include that language because it would appear that the
1934 opinion upon which you approved this action dealt with an in-
dividual employee's case and the extension of that opinion was in
consideration of an individual's contention that his employment was
voluntary or involuntary.
I gather your interpretation of that is that an agencywide request

therefore complies with the employee's decision being involuntary.
Mr. RUDDOCK. Yes, sir.
I would agree with you completely. The 1934 decision by the Vet-

erans' Administration was a decision in an individual case. The deter-
mination by the agency then having that responsibility that a resigna-
tion which results from an agency request is involuntary, that rule has
been consistently applied. That has been in effect for 38 years. To my
own personal knowledge which goes to 1939 in this area, there has not
been an individual case decided otherwise.
Mr. WALDIE. But neither has there been agencywide application of

that rule prior to the Postal Service's action involving the regional
offices, as I understand it.
Mr. RUDDOCK. We have had the agencywide request for resignations

in other instances. I guess that would have occurred first in 1969, in
modern times.
Mr. WALDIE. That is the Postal Service?
Mr. RUDDOCK. No. This procedure is available to all agencies.
If I may back up just a little bit, I said 1969 would have been

the first in modern times. It is my understanding that back in the
1930's when Congress passed the so-called Economy Act which per-
mitted a special early retirement for Federal employees who were
involuntarily separated, that the common practice among agencies
at that time was to circulate among employees who had the age and
service requirements a sheet where they could sign if they wished
to be involuntarily separated. So the very liberal interpretation of
this provision in favor of employees goes way back.
That would have been before the 1934 decision for the resignation

requested.
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In 1969 there were sizable reductions in force going on and con-
templated throughout a number of agencies in the Federal service.
At that time the Civil Service Commission put out FPM Supple-
ment 831-23, which recognized that a separation resulting from a
requested resignation is involuntary and said to the agencies, "you
may use this technique as a management tool when you are in a re-
duction in force situation. You may ask for resignations and re-
signations that are submitted in response to such request will be in-
voluntary for retirement purposes.
Mr. WALDIE. But was it a condition of the directive that that you

be in a reduction in force situation before it had application?
Mr. RUDDOCK. That you be in a reduction in force, but not neces-

sarily in the sense of applying the formal reduction in force proce-
dures.
I think there is a tendency here to say "reduction in force" as if it

were in quotes and meaning some special technique that is available
under a whole list of Civil Service Commission regulations. I think
reduction in force in its normal sense is what is going on currently
in the postal service where management has made a decision that it
will reduce the work force.
To me that is a reduction in force.
Mr. WALDIE. I understand, but there are certain benefits that flew

from a formal reduction in force that are not present in a reduction
in force by mere attrition. Mere attrition does not provide you early
retirement, so you have to have a formal reduction in force under our
laws and regulation before you are entitled to the benefits that ac-
crue to a man or woman employee involved in a formal reduction in
force.
If the reduction in force is by attrition, they get no benefits.
Mr. RUDDOCK. Well, purely attrition in the sense of a freeze on

hiring and not filling vacancies. In order for employees to be eligible
for early retirement, discontinued service retirement, an action must
be initiated by management.
Now, that does not in my opinion need to be the institution of

formal reduction-in-force procedures where you give employees a
notice saving, "This is going to happen to you." 

iMr. WALDIE. So that it s your opinion—I will go into that fur-
ther—that certain benefits employees can receive by "an informal
reduction in force"—I don't see the term in the statute—but informal
reduction in force is what the Post Office says they are now engaging
in and certain benefits accrue to the employees.
Do they also get the retention rights that would be available to

them under a formal reduction in force?
Mr. RUDDOCK. They may not be deprived of those retention rights.

The employee may forego his retention rights. If he decides to do that,
then he submits his resignation in response to the request.
If he wants to exercise his retention rights, he may do that merely

by remaining silent.
Mr. WALDIE. Can he get his early retirement if he doesn't sign a

waiver saying he foregoes his retention rights? He can't, can he?
Mr. RUDDOCK. Well 
Mr. WALDIE. In other words, you tell him, "You give up your reten-

tion rights if you want early retirement."
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Mr. RITDDOCK. His eligibility for immediate annuity does not stem
from his signing the statement. The purpose of his signing the state-
ment ,that he has not been coerced is merely carrying out the Com-
mission's desire that agencies not use coercion.
Mr. WALDIE. All right, but does he have to sign a statement that

includes giving up his retention rights?
Mr. RITDDOCK. In submitting his resignation in response to the re-

quest, yes, he is foregoing his retention rights.
Mr. WALDIE. IS he required to?
Suppose the employee says, "I am not going to give up my retention

rights, but here is my resignation."
Mr. RIIDDOCK. Well, I don't know what he is retaining.
Mr. WALDIE. Suppose he doesn't either, but he wants to keep his

retention rights. If he crossed out on this form "I have acceded to
the Postmaster General and am foregoing. any retention rights I may
have." He may not know what he has, but apparently the Postmaster
General suspects that he has some.
Would you, the Civil Service Commission, say that foregoing reten-

tion rights has nothing to do with his ability to have an early retire-
ment?
Mr. RUDDOCK. I think if he were to say to the Civil Service Com-

mission, "I insist on exercising my retention rights," I think we would
say to him, "Well, that is inconsistent with your submitting your
resignation."
Merely by not responding to the request of the Postmaster

General 
Mr. WALDIE. But why does the Postmaster General then require

that he give up his retention rights?
Mr. RITDDOCK. That, in my judgment, is strictly a safeguard against

coercion.
Mr. WALDIE. Well, that seems to me to be coercion. He has to give

his retention rights.
Mr. RITDDOCK. Well, his retention rights, as I understand the na-

tional agreement, is that he may not be laid off involuntarily.
Mr. WALDIE. Well, did you approve this employee resignation

form?
Mr. RITDDOCK. We saw that resignation form, and it seemed to us

to be consistent with the desire to protect the employee from coercion.
Mr. WALDIE. Now, let me ask this question. If the employee struck

out that provision where he says, "I am foregoing my retention
rights," would he be permitted to draw his early retirement? Would
that be considered an uncoerced resignation?
Mr. RITDDOCK. If I had that situation in front of me, Mr. Chairman,

I believe I would want to communicate with that individual, and I
would want to ask, "Have you been coerced? Are you voluntarily giv-
ing up your right to remain in the service so that you may have this
early retirement?"
Mr. WALDIE. Can I continue this just one moment further?
Mr. Gayle, would you come up here, because I think we have ques-

tions to ask of you at the same time.
Mr. RITDDOCK. Mr. Chairman, I am having difficulty understanding

why an employee would say, "I want to retire, but I insist on retaining
my retention rights."
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Mr. WALDIE. I am, too, but I am also wondering why the Postmaster
General insists that he give up his retention rights.
Mr. GAYLE. Well, as I understand the regulations of the Civil Serv-

ice Commission, one of the things that the employee is saying is that,
"I wish to leave the service."
Mr. WALDIE. Well, then, why does he have to say, "I give up my

retention rights"?
Mr. GAYLE. Well, if he is not forgoing his retention rights, he stays.
Mr. WALDIE. Well, then, why not leave it out?
Mr. GAYLE. That says that I have to give up my retention rights

through my own voluntary act to take early retirement.
Mr. WALDIE. But why does he say he has to give up his retention

rights?
You are saying if you want early retirement, you have got to give

up your retention rights. Isn't that what this says?
Mr. GAYLE. Well, that is like which comes first, the chicken or the

egg. In effect, when you retire, you are leaving the service.
Mr. WALDIE. Well, then why do you require him to sign a statement

giving up his retention rights?
Let me ask you this to assist in that answer. If you were in a formal

reduction in force he would have retention rights, would he not?
He would still be entitled to early retirement, but he would have

retention rights on which he can base his decision, would he not?
Mr. GAYLE. Not unless the agency had declared it to be available

to the people.
Mr. WALDIE. I guess what I am really trying to say is I don't under-

stand why the Postmaster General conditioned this philosophy of res-
ignation on his giving up his retention rights.
• May I ask you this: If you took this form and crossed out "for-
going any retention rights," and initialed it, would you accept his
resignation?
Mr. GAYLE. I think I'd have to ask why is he crossing it out, No. 1.

Is he being coerced into this decision? If he doesn't want to leave
the service, then he must want to stay for some reason to retain his.
retention rights.
Mr. WALDIE. Suppose he crossed it out because he doesn't know what

his retention rights are?
Suppose he says, "I don't know what my retention rights are. I

would have known under a formal reduction in force, but you have
to provide me with a list." Suppose he says, "Therefore, I am giving
up something that I don't even know exists, and I am not willing to
do that"?
Mr. GAYLE. If it proceeds to a formal reduction in force, then that

would be given to him in great detail.
Mr. WALDIE. In an informal reduction in force it is not given to him

in great detail?
Mr. GAYLE. At this point in time there is an option for him to

choose early retirement versus staying and waiting if there is a reduc-
tion in force at some point in the future.
Mr. WALDIE. But he is not given the option of determining what

his retention rights are in making the decision?
Mr. GAYLE. Not at this particular point in time.
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Mr. WALDIE. And that is why he has to forgo them; is that right?
Mr. GAYLE. Without any coercion.
Mr. WALDIE. If there is no coercion, why do you include the lan-

guage "forgo retention rights"?
Why don't you leave that out so the man makes the decision, "I

am going to retire," or "I am not"?
Where would you be damaged if you left out the condition that he

forgo his retention rights?
Mr. GAYLE. Well, as I understand it, one purpose of the regula-

tion is to prevent him from coming back at some point in time and
saying in effect, "I have changed my mind and where is my job?"
Mr. WALDIE. All right.
So this is put in there not to benefit the employee, but to protect you

from the possibility that he might say, "I want my retention rights."
Mr. GAYLE. At some point in the future, whether he maintains them

legally is another question.
WALDIE. And this also has nothing to do with the requirement

that says the employee must be fully informed of his retention rights.
It isn't to avoid that requirement that you have had him waive his

retention rights?
Mr. GAYLE. Not to my understanding it is not.
Mr. WALDIE. Do you understand why it is in there?
Mr. RUDDOCK. It was in there strictly to try to be sure that there

would be no coercion, and I think after communicating with an indi-
vidual who had crossed it out, if we find that in fact he is aware of the
no-layoff provision, if he is aware of what the no-layoff provision
means, and he still wants to submit his resignation in response to this
request, I would see no reason for not accepting it.
Mr. GAYLE. The same thing would be true of any employees not

covered by the so-called layoff provision.
Mr. HILLis. Mr. Ruddock, I just have a couple of questions.
For the record, now, you base quite a bit of the authority to do

this—at least early precedent was the 1934 case in a ruling by the
Veterans' Administration. For the record now, would you state what
were the circumstances of that case, if you know?
Mr. RTIDDOCK. That particular case was one involving an Internal

Revenue case. It is my understanding that the official head of the
installation was of the opinion that the service of this particular
individual was inefficient and asked for the resignation, and the em-
ployee submitted the resignation in response to that request.
Now, in the ordinary meaning, ordinary understanding of the word

"resignation," that implies a voluntary act on the part a the employee.
The Veterans' Administration in the 1934 case went behind the

record, found that the action had been initiated by management, found
that the employee's resignation had been submitted in response to
that request, found that there was no charge of misconduct or delin-
quency, and held that the separation was involuntary for retirement
purposes.
If the employee in that case had not submitted a resignation in

response to the request, management could have initiated formal action
for removal of the employee. The employee under the statutes at that
time would have had the right to be informed of the reasons and the
right to respond and the right, to be heard and so on.
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The employee in that case voluntarily relinquished if you will, or
decided not to exercise, certain rights.
Mr. limas. Did that involve one employee who might have had

charges of some nature employed against him if he had not?
Mr. RUDDOCK. It could have.
Mr. Hmus. Well, on June 8, 1971, you sent up to Congress an official

request. This is the Civil Service Commission form, request for legis-
lation, this was the transmittal letter:
During a major reduction-in-force in a department or agency Civil Service

would permit the optional retirement after at least 25 years' service or after
becoming 50 years of age with at least 20 years of service.

Could you explain briefly to the committee the distinction of this
proposal and current early retirement program which has been ap-
proved here for the benefit of the postal service?
Mr. RUDDOCK. Yes. In the language which the Commission proposed

if the Commission decides that a major reduction in force is underway,
employees in areas affected by that could voluntarily retire if they
have 25 years' service at any age or if they have a combination of 20
years of service and age 50. The difference I think is that under the
proposed legislation the separation could be initiated by the employee
without any action by management.
In the resignation-requested procedure, this is not something which

can be initiated by the employee. It must be initiated by management
as the exercise oi a management tool, and the employee then is re-
sponding to an action initiated by management.
In some of the agencies since 1969 the request for resignations given

by the agency official has not been general and across-the-board, but
has been directed toward certain individuals or toward certain oc-
cupations, or it has been general but excluding people, for example, in
scarce occupations.
Mr. WALDIE. Mr. Ruddock, may I interrupt you?
We are under the second bells for a quorum call. We will have to

go down and answer the rollcall. We will return and we will continue
until 12:30 and recess until 1 :30 and start up again. But we will
be right back and continue with your testimony.
(At 11 :30 a brief recess was taken.)
Mr. WALDIE. The subcommittee will come to order, please.
While we are waiting for Mr. Hillis, who will resume his question-

ing of you, I would like to get one more thing straightened out in my
mind, and that goes back to the waiver that the employees are required
to sign concerning retention rights.
For my information and for the committee record, will you describe

precisely what those retention rights are that the employee waives
when he signs that form?
Mr. RUDDOCK. I am not sure that I can describe the retention rights

in all of the details. I can describe the principal retention right, which
is the one that stems from the no layoff provision in the national agree-
ment, which is a right not to be involuntarily laid off during the term
of that agreement, and that would be applicable to those to whom the
agreement applies.
Mr. WALDIE. SO it is your understanding that that is in there to

protect them against any violation of the nationwide agreement. They
waive their rights under the nationwide agreement is your understand-
ing of one of the rights they waive when they waive their retention
rights?
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Mr. RUDDOCK. They are certainly waiving the right to be retained
in the service.
Mr. WALDIE. Well, if they resign, obviously they have waived that

right, have they not?
Mr. RUDDOCK. Yes, sir.
Mr. WALDIE. So that doesn't have to be spelled out. When they sign

the request for resignation, they waive any right of retention in the
service.
Mr. RUDDOCK. The purpose of the waiver is to be sure the employee

was not being coerced.
Mr. WALDIE. your understanding the only rights they waive

when they waive their retention rights are rights that accrued to them
under the nationwide agreement as employees?
Mr. RUDDOCK. Well, I think in submitting his resignation in re-

sponse to the request from the Postmaster General, an employee is
also deciding that he will not exercise whatever other rights he may
have.
For example, if he is a veteran, then he has certain rights that stem

from that. I am not the expert in that field, but, for example, he
would have to be notified—I believe it is 30 days' notice that you have
to be given about any action that is going to affect you adversely,
and rights of that kind.
Mr. WALDIE. Those are the rights he waives?
Mr. RUDDOCK. They would be included in the rights he waives

when he resigns.
Mr. WALDIE. Where could we get a list of the retention rights that

are being waived by the signing of that waiver?
Are retention rights—is that not a word of art that deals only with

a RIF situation? Retention rights is a statutory phrase that deals
with the rights a man has or a woman has when he or she is involved
in a RIF. I don't know of any other kind of retention rights as a
phrase. Am I correct in that?
Mr. Ruppocii. I don't know. I can't answer that question.
Mr. WALDIE. Well, maybe Mr. Gayle can.
Mr. Gayle, would you come up again ?
Would you describe for the committee's record, Mr. Gayle, pre-

cisely what rights are waived when a man waives his retention rights
because, you see, so it's clear in my mind what an employee has
waived, I want it spelled out on this committee's record, and I assume
any other rights, other than what the committee describes, have not
been waived.
What are the retention rights that the employee waives?
Mr. GAYLE. Well, to give you a detailed list I would have to supply

them for the record.
Mr. WALDIE. Would you do that?
Mr. GAYLE. Yes, sir.
(The information follows:)

RETENTION RIGHTS OF POSTAL EMPLOYEES

The need to control costs in the Postal Service in order to avoid a further
rate increase has required efforts to reduce the postal work force. Under the
current National Agreement, however, it is not possible to resort to formal
reduction-in-force procedures for bargaining-unit employees.
Since the bargaining unit contains most postal employees, the Postal Service

decided to attempt to secure the required general work force reduction through
attrition and retirements.
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Accordingly, the relevant retention rights of postal employees at this point
in time are not those that prevail under the formal reduction-in-force procedures.
Instead, the relevant retention rights are the rights of employees to continue
their employment with the Postal Service.
Employees have been informed of their right to retain employment through

the Postmaster General's Memorandum of June 5, 1972. They were also invited
to seek additional information about the early retirement opportunity from
their postmasters and immediate supervisors.

Mr. WALDIE. What is your present understanding of the kind of
retention rights?
Mr. GAYLE. In general, he is saying that, "I wish to retire and leave

my job and pick up my retirement that I am eligible for, and that
to take that action I am giving up any rights that I had to that job,"
and so forth and so on.
To give you a detailed list of retention rights under a formal reduc-

tion in force, I will have to supply that for the record.
Mr. WALDIE. But are those the rights he is waiving?
Mr. GAYLE. If he stayed-
Mr. WALDIE. No. At the time he signs the statement, he is appar-

ently waiving rights that are in existence at that time. Not in the
future. Those rights have been described as retention rights, and I
want to know the description of those rights that he is waiving that are
in existence at the time he signs the waiver?
Mr. GAYLE. In general he is waiving his rights to the job. There

are detailed lists, as pointed out, the 30-day notice requirement, and'
so forth.
Mr. WALDIE. Is he provided with a copy of the rights that he is

waiving when he signs that waiver?
Mr. GAYLE. No, sir, he is not.
Mr. WALDIE. Al] right.
Would you provide that for me by tomorrow morning?
Mr. GAYLE. Yes, sir.
Mr. WALDIE. It is not difficult, is it?
Mr. GAYLE. Just sitting down and going through the various regula-

tions and picking them up.
Mr. WALDIE. Fine. And that is the meaning of the phrase "retention

rights" that he waives, whatever that list is that you provide me?
Mr. GAYLE. That is my understanding, yes, sir.
Mr. WALDIE. Counsel, would you please come forward again?
Is that a fair understanding of the situation?
Mr. CRAIG. I would like to ask you, if you would, to repeat your

question.
Mr. WALDIE. Counsel, I have asked Mr. Gayle to provide me with

a description of the retention rights in existence at the time the man
or woman signs the waiver of those rights. What, in fact, is he or she
waiving as a matter of retention rights?
Can you respond to this now?
Mr. CRAIG. I can respond that there are a collection of rights which

would be known at any particular instant in time and we will supply
those for the record.
Mr. WALDIE. Right. The particular instant in time with which I am

concerned is not in the future when we get into a formal reduction in
force, because he cannot waive rights that are not his at the time he
waives them. I think you would agree with that, would you not? He
can't prospectively waive rights that might accrue to him
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Mr. CRAIG. If he leaves the postal service before a formal reduction
in force takes place, he obviously is not going to be around 
Mr. WALDIE. Precisely.
Mr. CRAIG (continuing) . When it takes place, but the effect of his

action is that he is no longer there to assert those rights. Whether that
can be deemed a waiver, I don't know.
Mr. WALDIE. I assume you are quite correct, he is not there to assert

those rights and those rights were not his at the moment he signed
the waiver because you were not in a formal reduction in force, is
that correct?
Mr. CRAIG. That is correct.
Mr. WALDIE. There is no question in your mind that the rights avail-

able to an employee are not available to him at this moment in time?
Mr. CRAIG. They are only available in an inchoate sense. If he gets

into a formal reduction-in-force and if he remains there, he will have
certain rights, but they are not available at the present time because
he is not in that situation.
Mr. WALDIE. Right, but there are apparently rights that are avail-

able to him at this present time which he is waiving by signing this
agreement.
Mr. CRAIG. That is correct.
Mr. WALDIE. All right. That is what I would like to have a list of.
Mr. CRAIG. All right.
Mr. WALDIE. I guess we could, if you would like, Mr. Ruddock,

proceed with your statement while we are waiting for Mr. Hillis.
Mr. RIIDDOCK. All right. I had just completed reading the 1934 deci-

sion of the Veterans' Administration.
This fundamental premise has remained the same through all these

years. Though the procedure of requesting resignations was not widely
used until 1969, the rule that such separations are involuntary has
been applied consistently to separations resulting from requested res-
ignations. I think it reasonable to assume that Congress has been
aware of this longstanding interpretation of the law, and would have
amended the law if it had disapproved.
The one other item I want to address is the cost to the retirement

fund of the retirements that will result from the Postal Service's re-
quest for resignations. This is somewhat complex, but I will explain
it as simply as I can.
The normal cost of the retirement system is estimated, in part, by

using assumptions as to the rates at which employees will retire under
the different provisions of the law. The assumptions used in the valua-
tions, such as the one recently completed by the Board of Actuaries,
are based on past experience.
For the period 1966 through 1971, retirements under the involuntary

provision ranged from a low of 2,274 in fiscal year 1969 to a high of
14,000 in fiscal year 1971, with an average of 5,214 a year. Our cost
estimates assume that involuntary retirements will continue at about
the same rates as experienced since 1966. These cost estimates are not
increased by involuntary retirements, such as those that will result
from the present action of the Postmaster General, unless the rate
of involuntary retirements from all agencies, over a period of years,
exceeds the numbers assumed in the valuation.

Retirement normal cost will be increased if present and future
experience requires an increase in the rate assumed during future

83-288 0 - 72 - 6
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valuations. For example, if the next valuation were to assume in-
voluntary retirements at a rate of 10,000 a year, double the presently
assumed rate, normal cost would be increased by about 0.15 percent of
payroll. On the other hand, if the average annual rate during the next
few years exceeds 5,000, but only because of 1 year that deviates
from normal experience, the rate assumed for the next valuation will
not be changed and normal cost will not be affected.
The unfunded liability will be increased if involuntary retirements

exceed the assumed rate between valuations. The Postal Service has
estimated that 133,000 postal employees may be eligible for involun-
tary retirement. We have no basis on which to estimate the number who
will resign at the request of the Postmaster General. However, for
each 1,000 who retire from all agencies in excess of the rates assumed
for valuation purposes, the unfunded liability is increased by $9.6
million.
Mr. WALDIE. Well, if I may interrupt, at this moment in time if I

understood the statistics that were given by Mr. Gayle, 5,000 I believe
have retired under this provision.
Mr. GAYLE. Yes, sir; under this provision this year.
Mr. WALDIE. Yes; at this moment, so the unfunded liability at this

moment has been increased by $48 million.
Mr. RUDDOCK. Yes, sir • although it is difficult to say that with cer-

tainty until we know what the experience from all agencies is going
to be.
Mr. WALDIE. Right from this agency.
Mr. RUDDOCK. If there were none from any other agency, then this

would be within what we had assumed and what is being financed by
the current normal cost contributions of the system, so that it would
not be in that sense an additional cost over and above what had been
estimated, what had been assumed to occur.
Mr. WALDIE. In other words, your assumptions took into account

the fact that the service may engage in this sort of process?
Mr. RUDDOCK. Yes, sir; the assumptions took into account that this

process was available to all agencies.
Now, we could, for example, have years such as fiscal year 1971

where we had 14,000 retirements, that greatly exceeded the average
for the past 5 years. Hopefully that year was an aberration rather than
an indication that it is going to be 14,000 a year from now on. If it
were to be 14,000 a year from now on, the next valuation would have
to change the assumption and that would increase the normal cost.
Mr. WALDIE. When does the next valuation occur?
Mr. RUDDOCK. By law it must be no later than June 30, 1975. The law

requires one at least every 5 years.
Mr. WALDIE. In your view, what is occurring in the Postal Service

is .entirely within all the assumptions that were made with the retire-
ment fund?
Mr. RUDDOCK. It may be, but we will have to see how many there are

and also how that stacks up with what is occurring in other agencies.
Mr. WALDIE. What did your assumptions assume would be the case?

You will know what the case is when the process is concluded, but
your assumptions must assume something.
Mr. RUDDOCK. Approximately 5,000 a year from all agencies.
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Mr. WALDIE. Whereas, as of this moment in time the process is no-
where near completed and we have 5,000 from the Postal Service alone,
which would seem to indicate your assumptions were incorrect.
Mr. RUDDOCK. Sir, we don't try to assume that there will be 5,000 in

each and every year. Taking a figure out of the air, there could be 10,000
this year, and next year for all agencies, there would be only 2,000, so
between valuations it is still possible to average 5,000.
Mr. WALDIE. So when will we know whether your assumptions are

correct?
Mr. RUDDOCK. We will know certainly when we make the valuation

as of June 30, 1975.
Mr. WALDIE. I see, but we won't know until then?
Mr. RUDDOCK. That is right.
Mr. WALDIE. So we will make no determinations as to the condi-

tion of the fund until that situation is concluded in 1975.
Mr. RUDDOCK. There will not be this kind of a precise fix on the

unfunded liability until that point. Between valuations, we increase
the estimates of unfunded liability on the basis of what we know.
Mr. WALDIE. Let me put it this way: What concerns you as to the

action, the accuracy of your assumptions if at the end of the years
there are, say, 10,000 and the Postal Service anticipates—Mr. Gayle,
what is the figure again that you anticipate will avail themselves of
this early retirement provision?
Mr. GAYLE. It was impossible for me to say. I could only say what it

was as of yesterday.
Mr. WALDIE. But you have no estimate of what it would be in the

future?
Mr. GAYLE. No, sir. Everybody's crystal ball is different. I might

point out in prior years the Postal Service has had almost zero. I
think last year less than 600, and prior to that time almost zero.
Mr. WALDIE. I should put it this way, Mr. Gayle. In opting for this

method of attrition, accelerated attrition, what objective were you
seeking? How many did you hope would take advantage of this?
Mr. GAYLE. I don't think the Postmaster General has set a total

objective on his work force reduction. I do know that he has set a very
difinite objective of avoiding the rate increase which is projected for
$450 million. How much of that has to come from all savings, includ-
ing employee savings, I don't think he has arrived at. a set figure and
certainly I would suspect he has not arrived at a set figure as far as
this particular method is concerned, a combination of things.
Mr. WALDIE. Well, that is the answer to my question. There is no

assumption as to how many will take advantage of this accelerated
retirement.
Mr. GAYLE. No, sir; there is not.
Mr. WALDIE. And there is no assumption on the other side of the

coin as to how many we could stand without jeopardizing the retire-
ment fund, I suspect.
Mr. RUDDOCK. No, sir. Only a recognition that if the rate is going

to average and continue into the future to be more than 5,000 a year,
then in the next valuation we will have to take this into account in
assessing normal cost and also take it into account in determining
the unfunded liability of the system at that particular time.
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Mr. WALDIE. How long between valuations? 1975 will be the next
one. When, was the last one?
Mr. RUDDOCK. As of June 30, 1970. The law says that there must be

one at least every 5 years.
Mr. WALDIE. In 1971 how many were accelerated retirements?
Mr. RUDDOCK. I do not have that number.
Mr. WALDIE. Was it over 5,000.that was the benchmark?
Mr. RUDDOCK. I don't know.
Mr. WALDIE. How much was it in 1972?
Mr. RUDDOCK. Excuse me, sir. Fiscal 1971 was 14,000.
Mr. WALDIE. I see. Was the assumption that you could bear 5,000

during each of those years to 1975?
Mr. RUDDOCK. The assumption would permit a little over 5,000 a

year as an average.
Mr. WALDIE. And in the first year of that assumption period you

have 14,000?
Mr. RUDDOCK. Yes

' 
sir.

Mr. WALDIE. What did you have in the second year?
Mr. RUDDOCK. We don't have that yet.
Mr. WALDIE. Is that what we are working on now?
Mr. RUDDOCK. We will close that fiscal year as of June 30, 1972,

and then, of course, we will have to process applications that are filed
for retirement up to and including June 30, to include them in 1972
statistics.
Mr. WALDIE. Does it appear that the 1972 statistics are going to be

in excess of 5,000?
Mr. RUDDOCK. Mr. Waldie, I have not any idea because I don't get

a runoff from those statistics until after the fiscal year is closed. It will
probably be September or October before I am in a position to have a
fix on that.
Mr. WALDIE. But at this moment in time you have used up 3 years of

the assumption. We had almost 15,000 in the first year where it was
assumed you could bear 5,000 a year, so we don't have any tolerance.
In fact, we have got to have less than 5,000 for the remaining years
to break even.
Mr. RUDDOCK. To finance it within normal cost, yes, sir.
Mr. WALDIE. If we have, 5,000 or more in the remaining years, we

are in trouble, aren't we?
Mr. RUDDOCK. One oversimplified approach to this would be to

think of the cost in terms of a cost for each thousand people who are
retiring as if they were excess and then correct after the fact they
turned out to be within the assumptions.
Mr. WALDIE. If our assumptions are wrong and the unfunded lia-

bility becomes jeopardized, then it requires an increase in retirement
contribution from the Federal Government and the employees to
'redress that problem.

Mr. RUDDOCK. Only if the assumption is changed for the future on
the assumption that a higher rate is going to continue into the future.
You would not chPnge normal cost because of what had occurred in a
single year.
Mr. WALDIE. No, but at the end of the 5-year period.
Mr. RUDDOCK. at if you change the assumption in the next valua-

tion, then, as I have indicated, if you have doubled the assumed
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rate, you would increase normal cost by fifteen-hundredths percent of
normal payroll, and at the present time the law requires equal con-
tributions from the employees and from agencies.
Mr. WALDIE. The reasons I am asking those questions are simply

these. If we find by this policy—which does seem to me to be unique,
although I understand you believe Congress has approved it because
they haven't acted contrary to it when similar policies have been uti-
lized by agencies in the past, but if this policy in fact jeopardizes the
retirement fund, the burden of this policy falls on all remaining
employees.
Mr. RUDDOCK. Yes, sir, just as an increase in the rate of retirement

under any one of the provisions or enactment of a new liberalized pro-
vision would increase the normal cost of the system. Under the normal
cost method of financing, you try to lay aside, invested and earning in-
terest, money you are going to need to pay the benefits as they accrue.
Mr. WALDIE. Every department in the Federal Government could

provide for their retiring employees this same early retirement pro-
vision if the department head would simply make the pronouncement,
that he is urging people who are eligible to retire. Would that be suf-
ficient to entitle them to early retirement?
Mr. RITDDOCK. NO, sir.
Mr. WALDIE. What additional conditions must occur before em-

ployees in other departments are entitled to early retirement?
Mr. RUDDOCK. Under the letter 831-23 put out by the Civil Service

Commission in 1969, it would be necessary for the agency first to deter-
mine that it is going to reduce the force. Now, I have purposely
avoided using the quote "reduction in force."
Mr. WALDIE. I noticed that.
Mr. RUDDOCK. Next, it would be necessary for management to ask for

resignations of employees who have 25 years of service or who have
reached age 50 and have 20 years of service. That would put the em-
ployee in a position to retire if he chose to submit his resignation in
response to that request.
Mr. WALDIE. When the President placed a freeze on employment by

all departments and agencies of the Federal Government, is that not

compliance with the first condition, a reduction in force, a reduced
force, to use your terms, has been ordered?
Mr. RUDDOCK. Yes, sir, if the ceiling set for that particular agency

is less than current level of employment.
Mr. WALDIE. No, it is not less than. He is just setting a freeze. He

says nobody shall hire for the next 6 months. We want attrition to

set in. A freeze on the level of employment at that time, is that suf-

ficient to comply with the determination that the employee work

force will be reduced? Or must he put a freeze on it and then set a

limit to which it must be reduced?
Mr. RUDDOCK. I want to be sure I am fully responsive to the ques-

tion. A freeze on hiring is always announced or put into effect—Let me
say it another way. A decision to put a freeze on hiring is always for a
purpose, and if that purpose is to reduce the number of employees in

the agency, I would say yes, a reduction in force situation prevails.
Mr. WALDIE. And they would then be able to avail themselves of this

procedure that the postal service has availed themselves of?
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Mr. RUDDOCK. The agency head then could decide that he would ask
for resignations in order to speed that process.
Mr. WALDIE. Mr. Hillis, you were in the middle of a line of ques-

tioning.
Thank you, Mr. Ruddock.
Mr. Ilium. Mr. Ruddock, I have just a couple more questions.
Do you recall the question you were talking about when we had to

leave, concerning the proposed legislation that was submitted per-
mitting the department the optional—or let me rephrase it—During a
major reduction in force in the department or agency would permit
the optional retirement on a reduced annuity of Federal employees
with at least 25 years' service or after 50 years of age with at least
20 years' service?
Now, that is what is proposed here, is it not?
Mr. RUDDOCK. There is a difference, Mr. Hillis. Under what the

Commission proposed, the Civil Service Commission would have to
make the determination that an agency is in a major reduction in
force. Then the initiative would be with the employees. No action by
the management of that agency would be required at that point.

It would be optional with employees, and they could exercise that
option just as any other option in the retirement law. In the present
situation, it is the agency, not the Civil Service Commission, that
decides that a reduction in force is in process. It is the agency which
takes the initiative by asking for resignations, and the employees then
respond to that.
Now, both of these have the same general objective, which is one

of helping to achieve the goal of a reduction in force in a way that
is, if you will, as painless as possible. Painless in the sense of achieving
the separations and the reduction by employees who are eligible for
immediate annuity and who are willing to retire, doing that rather
than by adversely affecting other people.
Mr. Huai's. I take it that the Commission is satisfied that the

Postal Service is employed in a bonafide reduction in force in this
instance?
Mr. RUDDOCK. Yes, sir.
Mr. Huai's. Did you have to approve this program?
Mr. RUDDOCK. No, sir. Our function was one of expressing our

opinion that the management decision to ask for resignations, a deci-
sion made by the Postmaster General, was fully within existing in-
structions of the Civil Service Commission and that the method which
he was using to impart that to employees, including the safeguards
against coercion, were fully within the instructions issued by the Civil
Service Commission.

•B.ut let me reemphasize he did not need permission from the Civil
Service Commission to do anything.
Mr. Muds. In other words, they initiated the action, and then you

checked into it to see whether it met the existing criteria?
Mr. RUDDOCK. It was our opinion that it was consistent with exist-

ing instructions.
Mr. Hims. And you would make a similar ruling if a similar pro-

gram were initiated by other agencies such as Department of Trans-
portation or Commerce?
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Mr. WALDIE. May I interrupt you so the record will be complete?
When you make the review of what the agency is proposing to do

to determine whether it is in accordance with your instructions, will
you 'give me the authority where I can find those instructions against
which you compare what they are doing to determine if it is
permissible?
Mr. RUDDOCK. Well, the instruction was issued originally in Federal

Personnel Manual Letter 831-23, which I will supply for the record,
and it is currently in Supplement 831 to which Mr. Craig gave refer-
ence and I will also submit that for the record.

WALDIE. Is that subchapter S11, discontinued service?
Mr. RUDDOCK. Yes, sir.
Mr. WALDIE. And what other authority do you compare your

actions to?
Mr. RITDDOCK. I don't know of any other authority.
Mr. WALDIE. All right. I will later, when Mr. Hillis has concluded,

compare what they have done with this to determine your conclu-
sions as to its comparability.
Mr. Hum's. I don't have any further questions.
Mr. WALDIE. Then let's get into that if we can. I think it's nar-

rowed down to the point where I have a better understanding. What
they are doing must be found in terms of your approval within the
confines of subchapter S11, discontinued service retirement?
Mr. RITDDOCK. Yes, sir. Now, let me make clear the point we are

ruling on primarily is whether the individual will be eligible for im-
mediate annuity. And our answer is, clearly under the circumstances,
he will, yes.
Mr. WALDIE. That is your first determination.
Your second determination in the procedures that they have set

up to accomplish that early retirement they must comply with the
regulation set forth in this document?
Mr. RUDDOCK. Yes, sir.
Mr. WALDIE. And you have made a determination in fact they have?
Mr. RUDDOCK. Yes, sir.
Mr. WALDIE. Do you have a copy of that
Mr. RUDDOCK. Yes, I do.
Mr. WALDIE. Will you refer to paragraph 2 of S11-2 and that starts,

"After an agency determines."
Do you see the paragraph I am referring to?
I am sorry. It is paragraph D2.
Mr. RUDDOCK. Oh, yes.
"After an agency determines that a reduction in force is necessary."
Mr. WALDIE. It may before resorting to the prescribed reduction

in force procedures.
Now at this point, just for my clarification, are they referring to

a formal reduction in force as contrasted with what has been described
as informal reduction in force?
Mr. RunnocK. My interpretation of that is that they are going to

reduce the level of the work force, not a decision that they are going
to invoke the formal reduction in force procedures.
Mr. WALDIE. So you made the conclusion that they have not deter-

mined that they will resort to a formal reduction in force at any point
in time ?
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Mr. RUDDOCK. That is right.
Mr. WALDIE. And that is not a necessary determination on your

part?
Mr. RUDDOCK. In my opinion it is not.
Mr. WALDIE. After an agency has determined that a reduction in

force is necessary, in your view that could be an informal reduction
in force or attrition?
Mr. R-crnbocK. It could be one achieved by attrition.
Mr. WALDIE. It may before resorting to the prescribed reduction in

force procedures.
What does that phrase have reference to? What is a prescribed

reduction in force procedures?
Mr. R-crreocK. That refers to a formal reduction in force.
Mr. WALDIE. And does that not have relation back to the phrase

reduction in force in the first part of this sentence?
Mr. RUDDOCK. I don't think one necessarily follows from the other.
The hope in, first of all, putting a freeze on hi ring and, second, try-

ing to speed the attrition process by requesting resignations of people
who will be eligible for immediate annuity if they separate, is to try
to accomplish the necessary reduction in force without invoking the
prescribed reduction in force procedures.
If everything works out, you won't have to get to a formal reduction

in force.
Mr. WALDIE. All right. It may, before resorting to these procedures

or while these procedures are in process, request by letter the resigna-
tion of employees. In that situation, separation resulting from a resig-
nation submitted in response to such a request will be considered invol-
untarily for retirement purposes, and then skin down, to avoid any
implication of coercion an employee must be fully informed of his re-
tention rights under the reduction in force regulations.
From the testimony we have heard so far do you believe the employ-

ees have been fully informed of their retention rights under the re-
duction in force regulations, and that has reference to the formal re-
duction in force, does it not?
There are no other regulations for reduction in force except for for-

mal reduction in force?
Mr. RUDDOCK. I do not know whether the Postal Service has ad-

vised each employee of what retention rights he would have if, as, and
when formal reduction in force procedures are invoked.
Mr. WALDIE. And yet does not that say that an employee must be

fully informed of his retention rights under the reduction in force
regulations as a part of applying this informal process?
Mr. RUDDOCK. That is what it says.
I think we have a slightly different situation here that stems from

the national agreement between the Postal Service and the unions. I
would point out that the memorandum to postal employees of June 5,
1972, from the Postmaster General contains this language:
But for the no-layoff provision in our national agreement we would be actively

engaging in a systemwide reduction in force.

Mr. WALDIE. Well, I know that.
Mr. RUDDOCK. I presume that the employees to whom this was ad-

dressed are aware of the national agreement. I would presume they
are aware of the no-layoff provision. On the second page of the 
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Mr. WALDIE. Wait a minute. I don't think this has reference to the
national agreement. If my interpretation of this is contrary to yours,
that is what I am really trying to find out.
Mr. RUDDOCK. Well, I think the no-layoff provision here is para-

mount and in effect preempts all other retention rights in this instance.
Mr. WALDIE. It is your understanding that because of the national

agreement they do not have to supply the employee with his retention
rights under reduction-in-force regulation?
Mr. RUDDOCK. I think that would be a meaningless gesture.
Mr. WALDIE. What about those employees that are not covered under

the national agreement? Are all employees covered under it?
They are not. Now, what about meaningless gestures, assuming

your interpretation is correct, which I do not assume, for those em-
ployees not covered under the agreement?
Mr. RUDDOCK. Perhaps not. But on the second page of the memo-

randum it says:
If you are interested in taking advantage of this opportunity or learning more

about it, please contact your postmaster or immediate supervisor for any ad-
ditional information you would like to have.

I would presume that the opportunity is available to any employee
who wants to ask further questions about his retention rights to be
given that information.
Mr. WALDIE. And in your view, as long as they say, "If you ask us,

we will tell you," that complies with the requirement that specifically
says, "To avoid any implication of coercion, an employee must be fully
informed of his retention rights under the reduction-in-force
regulations"?
It is your view that that is satisfied if they tell the employee that,

"We will inform you of those rights if you request"?
Mr. RUDDOCK. I am not sure that in the precise technicalities that

that is full technical compliance with that provision.
In my opinion the purpose of the provision is to avoid coercion, and

again, if an employee says, "I have been coerced, I have not been
apprised of my retention rights," I would gladly ask the Postal Service
to take him back, and I would expect them to do that.
Mr. WALDIE. I have got to answer a telephone. I will be right back,

and the first question I will ask you when I come back is, Do you
think that this requirement that they might be fully informed of
their retention rights under reduction-in-force regulations which are
formal retention rights is avoided by the signing of the waiver or they
waive their retention rights?
I want you to think about two questions. To comply with this out-

line of how they must conduct this affair, must these employees be
provided with a list of retention rights under formal reduction-in-force
procedures, and, two, can they waive that requirement by the state-
ment the postal manager has requested them to sign and, in fact, have
they waived that requirement with your consent? Do you consent to
their waiving the requirement of that statute?
It is complicated, but I will be right back.
Well, as a. matter of fact, we will recess for lunch and start again

at 1 :30 p.m.
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AFTERNOON SESSION

Mr. WALDIE. The subcommittee will come to order, please.
Mr. Ruddock, would you like to have the question that I had asked

you read back to you?
Mr. RUDDOCK. Yes.
Mr. WALDIE. Well, we will have to start over again, because the

reporter that was here and took that question is not here for the after-
noon session. Let me see if I can think what the question was. I know
it was a very astute carefully phrased question.
Mr. RUDDOCK. We were talking, Mr. Waldie, about whether there

had been technical compliance with the provision in that letter that
says the employee is to be informed of his retention rights under the
reduction-in-force regulations. I don't remember the specific wording
of your question.
Mr. WALDIE. I think I remember it now.
Under the specific provisions of that regulation, the words are "to

avoid any implication of coercion, an employee must be fully informed
of his retention rights under the reduction-in-force regulations."
Now, does that mandate apply to employees under the situation in

which the Postal Service is seeking a reduction in force?
Mr. RUDDOCK. I would say "Yes, in the broad sense of our wanting

to be sure that we are avoiding coercion and to be sure that the em-
ployee understands that he does have an alternative to submitting his
resignation in response to the request of the Postmaster General.
Mr. WALDIE. What are the regulations that describe the retention

rights referred to in that language?
Mr. MADDOCK. They would be regulations of the Commission, but I

would say immediately that to the best of my knowledge no employee
has been given a listing that says, "Here are your retention rights in
connection with an agency request for a resignation."
Mr. WALDIE. Do you have those regulations available?
Mr. RUDDOCK. They are regulations to the Civil Service Commis-

sion yes sir.
WALDIE. And those are the regulations to which this language

refers?
Mr. RUDDOCK. Yes, sir.
Mr. WALDIE. And those are the regulations that describe his reten-

tion rights under this procedure?
Mr. RUDDOCK. It would be the regulations that prescribe his reten-

tion rights in the event the agency is invoking the 
Mr. WALDIE. No, that is not what I am asking.
We have decided that what the agency is doing is not a formal reduc-

tion in force compared to paragraph 2 that we are discussing in which
this language has been contained, which describes the procedures that
must be followed if an agency does not follow a prescribed formal
reduction-in-force procedure.
Among those procedures is this language:
An employee must be fully informed of his retention rights under the reduc-

tion-in-force regulations.

Is it or is it not your understanding that that means an employee in
the Postal Service under the present situation must be informed of the
reduction-in-force regulations that describe his retention rights?
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Mr. RUDDOCK. No, sir; we have not construed it that way and it has
not been construed that way in the case of any other agency requesting
resignations.
Mr. WALDIE. So your construction of that language is that it only

comes into effect when there is a formal reduction in force that is in
process?
Mr. RUDDOCK. I am not sure that when that was written and issued,

that the words were weighed with the precision with which they are
being weighed this morning. I think the lead phrase of that sentence
states what it was intended to accomplish2 in other words, to avoid any
appearance of coercion; and we would think that an employee had not
been coerced if he knows that he has an alternative, that he is not re-
quired to resign in response to the request.
Mr. WALDIE. Would you think that would be the case in a formal

reduction in force proceeding, too?
Mr. RUDDOCK. Yes.
Mr. WALDIE. In other words, in a formal reduction-in-force proceed-

ing, it is your contention this language does not compel the delivery of
full information of his retention rights under the reduction-in-force
regulations by.the agency?
Mr. RUDDOCK. I believe it would not take the form of giving him a

list of rights. I think it would take the form of a notice which he re-
ceives under the formal reduction-in-force procedures which say, in
effect, "Your job is being abolished or being declared surplus,"or
whatever, "and in lieu of separation you are offered placement in (this
position) at (this pay) at (this location)";so that he is advised in
terms of a specific alternative to separation rather than in terms of:
"Here are the rules that are contained in the reduction-in-force regula-
tions and which describe the form of rights of which you are entitled."
Mr. WALDIE. I understand that distinction. Must an employee, then,

in the Postal Service, be informed as to alternatives to help him make
his decision whethet he wants early retirement, and those be where
he can be located in the reduction in force?
Mr. RUDDOCK. In my opinion, the only alternative he needs to be

aware of at this point is that he does not have to respond to the request
for the resignation.
Mr. WALDIE. And your understanding of the retention rights that

he waived by signing this form was the right to stay employed, that is
the only right he waived?
Mr. RUDDOCK. Yes.
Mr. WALDIE. That is your understanding?
Mr. RUDDOCK. That is correct.
Mr. WALDIE. He waived no other retention rights, just the right to

be employed if he so desired?
Mr. RUDDOCK. At this point, yes.
Mr. WALDIE. All right. So at a later date, if someone maintains that

when the employee starts to assert rights in a reduction in force, if he
says that "I was coerced and I have retention rights that were not
provided me," it is your view that at least one contention cannot be
made, that we waive those rights under that waiver?
Mr. RUDDOCK. For some future time?
Mr. WALDIE. Yes.
Mr. RUDDOCK. I would not construe that in any way as being a

waiver of future rights.
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Mr. WALDIE. The only right he waived under that clause was the
right to stay in his present employment?
Mr. RUDDOCK. Right.
Mr. WADLIE. Now, on June 8, 1971, Mr. Hampton of the Civil

Service Commission, Chairman, wrote to the Speaker involving the
legislation that Mr. Hillis was discussing with you, why it was neces-
sary. He said:
Under present law, an employee who is at least age 50 and has at least 20

years' service, or 25 years' service regardless of age, may retire on an immediate
annuity if he is involuntarily separated, as when he is reached by reduction in
force. Unless the employee is old enough and has sufficient service to retire
optionally, if he is not reached for reduction in force, he does not have the
right to retire even if he is desirous of doing so.

I guess that is not a correct statement.
Mr. RUDDOCK. It is correct. That does not assume an agency request

for his resignation. That would change the picture.
Mr. WALDIE. I see; Mr. Hampton simply didn't describe that inci-

dent? I gathered if you read Mr. Hampton's statement here you would
assume the only time he could retire under an involuntary separation
was if he was reached for reduction in force, and your conclusion is
that is an erroneous interpretation.
Mr. RUDDOCK. Mr. Waldie, I thought that was given as an example

rather than being the sole and only reason.
Mr. WALDIE. That could very well be. At least that is how you

understand it to be?
Mr. RUDDOCK. Yes, sir.
Mr. WALDIE. He goes on to say:
The proposed legislation would simply give the long service emnloyee who

was not eligible to retire under the regular optional retirement provision of the
law the opportunity to retire voluntarily during a limited period when his
agency is undergoing a major reduction in force.

There is no way of providing, as I understand Mr. Hampton's
language, the opportunity for an employee to retire voluntarily when
his agency is undergoing major reduction in force unless this legis-
lation is adopted.
Mr. RUDDOCK. To retire under an optional provision of the law;

that is correct.
Mr. WALDIE. Now, how do we then provide administratively that

opportunity for him? In other words, I gather from what Mr. Hillis
was talking about to you, that Mr. Hampton said to do that which
we are doing in Postal Service now required Congress to enact a law.
Congress has not enacted a law, and yet they are doing it.
M7. RUDDOCK. If Congress enacted the law proposed by the Civil

Service Commission we would move the initiative from agency man-
agement to the employee. The employee could decide to retire during
reduction in force.
Mr. WALDIE. Why did Mr. Hampton want to move the initiative

from agency management to the employee?
Mr. RUDDOCK. The one major issue that has been raised from 1969

until, let's say, a month ago about the agency-requested resignation
procedure was from employees who said: 'I want them to ask for my
resignation and they won't. My agency is in a reduction in force, but
management has asked for resignations on some kind of a specific basis
that does not include me."
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This was the belief on the part of the Commission in consulting with
some of the other agencies, that the Government service would be well
served if during a major reduction in force those employees who want
to optionally retire would be permitted to do that, and in so doing
ultimately save the jobs of other people.
Mr. WALDIE. But that is precisely what is occurring in the Postal

Service. You have described it precisely; have you not?
Mr. RtrDDOCK. The end result after the Postmaster General asks for

the resignation is exactly the same.
Mr. WALDIE. SO that you don't need this legislation.
Mr. RUDDOCK. For the Postal Service?
Mr. WALDIE. If it is good for the Postal Service

' 
what they are

doing, any agency could do what they are doing; right?
Mr. RuDix)cx. Yes, sir; but another agency might not choose to use;

that management tool or to use it in just that way.
Mr. WALDIE. Would the enactment of the legislation have prohibited

or circumscribed the Postal management from doing anything they
did under this reduction in force?
Mr. RUDDOCK. I don't believe so.
Mr. WALDIE. They would have done exactly what they have done,

given the enactment of this legislation, anyway?
Mr . RUDDOCK. They could have although there is a question of

whether any purpose would have been served by asking for resigna-
tions of people who are eligible to retire at their own option. At the
present time, for example, if I understood Mr. Gayle's testimony this
morning, as of noon yesterday they are aware of roughly 15,000 postal
employees who expect to retire at the close of business today, 9,000
of them at their own option under optional provisions of the retire-
ment law and approximately 6,000 responding to requests for resigna-
tions.
Mr. WALDIE. Mr. Hillis, do you have any questions on that?
Mr. HILLis. No questions.
Mr. WALDIE. One final question that I have.
In the information given to employees as to their rights concern-

ing early retirement opportunities—you are familiar with that?
June 5?
Mr. RUDDOCK. Yes, sir.
Mr. WALDIE. Was that designed to let the employees know where

they stood on this, to assist them in making their decision? Is that
the purpose of that?
Mr. RUDDOCK. I think the primary purpose of it was to inform them

that the Postmaster General was requesting resignations of people
who fell in certain categories and also to give them some information
which would enable them to make a reasonable and intelligent
decision.
Mr. WALDIE. If your understanding of the waiver of the retention

rights is correct, that is why there was no description of what reten-
tion rights they are waiving contained in this information.
Mr. RUDDOCK. Yes, sir. Actually, the retention rights, if you boil it

down to the individgal, would be somewhat different with respect to
each individual.
Mr. WALDIE. Well, as I understand it, there is only one retention

right they waived, the right to stay in employment. That is what I
understood you to say.
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Mr. RUDDOCK. That is right.
Mr. WALDIE. SO that is not different.
Mr. RUDDOCK. I am talking about the specific retention rights thatwould exist under the reduction in force regulations.
Mr. WALDIE. But they are not under a reduction in force regula-tion you told me.

RUDDOCK. All right. The only right they are waiving at thispoint is the right to be retained in their present position.
Mr. WALDIE. That is right, so there is no necessity of dealing withspecific reduction in force retention rights.
Mr. RUDDOCK. No, sir.
Mr. WALDIE. The only right that refers to, and I want this abun-dantly clear in the record, is the right to remain in employment. Thatis the only thing they waive.
Mr. RUDDOCK. That is right.
Mr. WALDIE. Now, in that information that they provided the em-ployee, in terms of disability retirement they describe what a personcan do.
An employee under the retirement system who is separated from the serviceby reason of disability is entitled to an immediate annuity if he has at least5 years of civilian service. The Civil Service Commission reviews medical evi-dence to determine whether the employee is totally disabled for service in hisposition.

I am advised that to date, 93'9 employees have availed themselvesof disability retirement under the provision.
Well, let me ask you this: Are you familiar with how many havesought disability retirement since this informal reduction in force

has begun?
Mr. RUDDOCK. No, sir except Mr. Gayle, I believe it was, gave a fig-ure this morning and I don't remember that figure. Was it 900?
Now, that would not at this point, I don't believe, be 900 applica-tions for disability retirement which had been submitted and processedand approved, unless they started long before June 5, because the dis-ability retirement procedure includes the necessity for medical evi-dence and it is not as fast a process as applying for optional retirement.
Mr. WALDIE. Is it fair to assume there would be more people now seek-

ing disabilty retirement were it not the case that they were providedwith this expression of desire from the Postmaster General that peo-ple take some sort of retirement? Was this to encourage those entitledto disability retirement to take it?
Mr. RUDDOCK. I would not assume so.
Mr. WALDIE. Why would they then describe disability retirement?
Mr. RUDDOCK. I would assume they were doing so in an effort to besure the employee understood that disability retirement is one of therights that is available under the retirement law, but I cannot imaginean employee making his decision as to whether or not he is disabled

on the basis of an agency request for resignations.
Mr. WALDIE. It seems strange, does it not, and yet that is precisely

what the information is intended—the subject is early retirement op-
portunity, and under that subject they describe disability retirement.
Mr. RUDDOCK. I would have to classify that in my judgment as be-ing informative rather than as pertaining specifically to the requestfor resignations.
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Mr. WALDIE. In other words, you don't interpret this as encourag-
ing those eligible for disability retirement to now take it?
Mr. RUDDOCK. No, sir.
Mr. WALDIE. I have no further questions. We will submit some ques-

tions to you, perhaps, in writing.
I do thank you for your testimony. As usual, it has been informative

and thorough.
We will convene again with our next witness just as soon as this vote

is concluded.
Thank you, Mr. Ruddock.
Mr. RUDDOCK. Thank you.
(Whereupon, a brief recess was taken.)
(The following information was furnished the subcommittee sub-

sequent to the hearings by Mr. Ruddock :)
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Subchapter S11. Discontinued Service Retirement
Si!-!. ELIGIBILITY

a. Requirements. An employee under the
retirement system who is involuntarily separated
from the service is entitled to an immediate
annuity if:
(1) He has been employed under the retire-

ment system for at least one year within the
2-year period immediately preceding the separa-
tion on which the annuity is based, and
(2) He meets either of the following mini-

mum requirements:
(a) Attainment of age 50 and completion of

20 years of creditable service, including
five years of civilian service, or

(b) Regardless of age, has completed 25 years
of creditable service, including five years
of civilian service.

b. Recovered or restored disability annuitant.
A disability annuitant who, before reaching age
60, recovers or is restored to earning capacity
and is not reemployed (see section S10-13), is
entitled to immediate annuity if, when dis-
ability annuity terminates, he meets either of
the requirements in paragraph a(2) above; the
,one-year-out-of-two service requirement cited
in paragraph a(1) above need not be met in
this case.

c. Reduction for early retirement. If the
retiring employee is under age 55, the basic
life annuity rate is reduced by one-sixth of one
percent for each full month (two percent a year),
if any, he is under age 55. The annuity rate so
determined will not be increased when the
annuitant reaches age 55.

S11-2. MEANING OF INVOLUNTARY
SEPARATION

a. Definition, of term. The term involuntary
separation means any separation against the
will and without the consent of the employee,
other than separation for cause on charges of
misconduct or delinquency. Examples are:
Reduction in force; abolishment of position;
lack of funds; expiration of term of office;
liquidation of an office or of an entire agency;
inefficiency (unless due to the employee's
misconduct) ; disability (provided the separa-
tion aetion is initiated by the agency) ; sep-
aration during probation because of failure
to qualify; or separation of an indefinite or
temporary employee under the Commission's
instructions for displacement (section 316.801 of
the regulations). Note, however, that whether

a separation is involuntary depends upon all the
facts in a particular case; it is the true substance
of the action which governs rather than the
methods followed or the terminology used,
The responsibility for determining whether a
separation is involuntary for retirement purposes
rests with the Commission. When an em-
ployee's decision between accepting another job
offer or separation depends on whether the
separation would be classed as involuntary for
retirement purposes and doubt exists whether
the proposed separation would be involuntary,
the question should be refer' ed to the Commis-
sion for advance decision, together with a
statement of all the facts concerning the pro-
posed action.

b. -''Directed reassignment; reclassification.
The separation of an employee who resigns or
is removed from the service because he refuses
to accept a directed reassignment to a position
of the same or higher grade outside his commut-
ing area (or which newly requires a tour of
tours of duty outside his commuting area) is
considered involuntary not for cause for retire-
ment purposes unless his position description
or other written agreement or understanding
provides for such reassignments.4-A reclassifi-
cation of an employee's position will not support
a finding of involuntary separation for retire-
ment purposes.

c. Resignation in lieu of involuntary separa-
tion. If an employee, after receiving notice
that he will be separated under any of the cir-
cumstances cited in paragraph a above, resigns
before the scheduled separation date, his separa-
tion is involuntary. If the notice contains an
offer—in lieu of separation—of promotion, re-
assignment, or demotion to another available
position, the employee's resignation in lieu of
accepting the other position also constitutes
an involuntary separation. If, however, the
employee resigns before receiving official separa-
tion notige or after he enters on duty in the new
position, the separation is voluntary.
d. Resignation requested. (1) Separation

of an employee who submits his resignation in
response to a request from a recognized repre-
sentative of a new incoming administration, or
from another appropriate officer, is involuntary
for retirement purposes. The resignation request
must be specific about the particular employee
and must be made after election day. Unsolicited
resignations, those based on the belief or pos-
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sibility that resignation will be requested, and

those prompted solely by personal conviction

or choice are voluntary rather than involuntary

for retirement purposes. A copy of each resig-

nation in this category must accompany the re-

tirement application.

(2) After an agency determines that a reduction

in force is necessary, it may, before resorting

to the prescribed reduction-in-force procedures

or while these procedures are in process, request

by letter the resignation of employees in the

affected competitive area who meet the age or

service requirements, or both,. for discontinued

service retirement. Separation resulting from a

resignation submitted in response to such a

request will be considered involuntary for re-

tirement purposes. The purpose of this pro-

cedure is to lighten the impact of the reduction

in force (i.e., an employee may decide to forego

his retention rights and resign, thus enabling

the agency to retain an employee who would

otherwise be separated). To avoid any implica-

tion of coercion, an employee must be fully

informed of his retention rights under the

reduction-in-force regulations. His written resig-

nation must specifically state that he is resigning

of his own volition at the request of a particular

responsible official due to a reduction-in-force

situation, and that he was not coerced to forego

his retention rights. A copy of each resignation

in this category must accompany the retirement

application. The individual Retirement Record

(Standard Form 2806) in such a case should

record the separation as "Resignation—RIF

Situation."
e. Separation of Presidential appointees.

The separation of a Presidentially appointed

policy-making officer because of acceptance of

his resignation by the President is considered

involuntary. It is considered involuntary at

any time the resignation is submitted and

accepted, not only with the advent of a new

administration.
f. Change in location of employment. When

the location of an office or unit is changed,

because of decentralization, or because of the

transfer of the functions of an organizational

unit, and an employee is separated or resigns

solely because he is unable for family or personal

reasons to accompany the office or unit to its

new location, the action is considered involun-
tary if the change in the location of the office
or unit is such that the employee would be
compelled to change his place of residence in
order to continue in employment. If the new
location is within reasonable and ordinary com-
muting distance from the home of the employee
and he fails to accompany the office or unit to
the new location, his separation is not con-
sidered involuntary.

g. Actual separation not always essential.
It is not always necessary that an actual
separation from Government employment be
directed. For instance, a notice of separation
from a particular position due to its abolish-
ment is sufficient. Abolishment of position
means the actual termination of the job, with
the duties being eliminated entirely or com-
bined with the duties of another position or
positions. When the duties and responsibilities
of a job are continued without material change,
there can be no involuntary separation based
on a mere redescription or a paper transaction
of eliminating one position and creating another.

S11-3. PROCEDURE

a. Application for retirement; individual re-
tirement record. A separated employee who
is eligible for a discontinued service annuity
should fill out an Application for Retirement,

Standard Form 2801, and file it with the

appropriate office of his agency. The employee's

Individual Retirement Record, Standard Form

2806, is completed, and forwarded to the Com-

mission as provided in subchapter S22. If

the employee has filed application for retire-

ment, the application should accompany the

individual retirement record. The record, how-

ever, is not held pending receipt of. the

application.
b. Advice to employee. The agency renders

every assistance to the employee by explaining

in detail the types of annuity available to him,

by helping him to select the type best suited

to his circumstances, by explaining the effect

of making deposit or redeposit, and by getting

a statement from him to accompany his ap-

plication, showing any unverified service in

other agencies.
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UNITED STATES CIVIL SERVICE COMMISSION

FEDERAL PERSONNEL MANUAL SYSTEM

LETTER
Washington, D.C. 20415FPM LETTER NO. 831_ 23 December 10, 1969

SUBJECT: Civil Service Retirement: Involuntary Separation forDiscontinued Service Annuity.

Heads of Departments and Independent Establishments:

The Commission has long held that resignation submitted in response
to a request, not based on misconduct or delinquency, by a responsible
agency official constitutes an involuntary separation for purposes
of retirement on an immediate annuity. This "resignation requested"
procedure has arisen infrequently, usually in cases of high-level
policy-making positions following a change of administration.

The Commission has now decided that a limited extension of this
policy is warranted so as to lighten the impact of current and futurereductions in force (i.e., an employee may decide to forego his reten-tion rights and resign, thus enabling the agency to retain an employeewho would otherwise have to be separated).

Accordingly, after an agency determines that a reduction in force isnecessary, it may, before resorting to the prescribed reduction-in-
force procedures or while such procedures are in process, request by
letter the resignation of employees in affected competitive areas who
meet the age and/or service requirements for discontinued service retire-ment on immediate annuity. Separation resulting from a resignation
submitted in response to such a request will be considered involuntaryfor retirement purposes.

This procedure is not to be used as a device for coercing employees togive up their retention rights (see discussion of voluntary vs. involuntarycharacter of personnel actions beginning on page 24.02 of FPM Supplement752-1). Before an individual is requested to resign he must be fullyinformed of his retention rights under the reduction-in-force regulationsand he must freely decide whether he wants to exercise them or to foregothem and retire. In order to avoid any misunderstandings that might arise,each employee's written resignation must state that he is resigning in
response to the particular responsible official's request in thereduction-in-force situation and that he was not coerced intogiving up his retention rights. A copy of the resignation mustaccompany the application for retirement submitted to the CommissionIn each affected case. Standard Form 2806 in such case should re-cord the separation as "RET RIF (Res Req)".

Nicholas J. Oganovic
Executive Director
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Mr. WALDIE. The subcommittee will come to order.
The next witness will be Mr. F. Henry Barclay, Associate General

Counsel of the General Accounting Office, who will be accompanied by
Mr. John Moore, Acting Associate General Counsel, and Mrs. Leslie
Wilcox Attorney-Adviserof the General Accounting Office.
All right, Mr. Barclay. Do you have a statement you would like to

offer for the record?

STATEMENT OF F. HENRY BARCLAY, ASSOCIATE GENERAL COUN-
SEL, GENERAL ACCOUNTING OFFICE, ACCOMPANIED BY JOHN
MOORE, ACTING ASSOCIATE GENERAL COUNSEL, AND MRS.
LESLIE WILCOX, ATTORNEY-ADVISER

Mr. BARCLAY. Mr. Chairman, we have no formal statement for the
record. However, I would like to address myself, if I may briefly to two
specific points.
Mr. WALDIE. Please proceed.
Mr. BARCLAY. The two basic issues that we would like to address

ourselves to at this time are first, the question of the legality of the Civil
Service Commission's regulations and secondly, a very brief statement
about the unfunded liability of the Civil Service Retirement Fund.
So far as the civily service regulations prior to 1969, the regulations

were specifically geared to an individual employee situation, one
where he had received a RIF notice and at this point in time he would
offer his resignation and it was considered as an involuntary retirement
if he retired at that point.
In 1969 the Civil Service Commission adopted a different approach,

in the way of an agency RIF concept, as contrasted to the individual
retirement based on a proposed or actual RIF notice to the individual
employees.
It was our thought at that time and still is that the extension, so

to speak, of the early involuntary retirement provisions to an agency
RIF concept is a liberal interpretation of the involuntary retirement
provision of the law.
However, I would like to state at this juncture that the General

Accounting Office in this particular area is in a little different situation
than it ordinarily is. The fact of the matter is that under present law
the settlement of all claims under the Retirement Act is solely a func-
tion of the Civil Service Commission.
Our office has consistently taken the position that we have no juris-

diction to override any determination in that regard made by the Civil
Service Commission under existing law. Because of this, we have not
made an indepth study of the various ramifications of the type of situ-
ation we have today with the Postal Service.
So far as the unfunded liability of the retirement fund, the retire-

ments that are now taking place in connection with the agency RIF
concept present a case that does not come under the revised funding
authorized in Public Law 91-93, covering a new or liberalized benefit
under a statute that is passed by the Congress. Under the revised for-
mula, as you are aware, there is a requirement for the funding of the
new liability that is created.
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However, in the situation that we are faced with in the involuntary
separation under existing law, there is no requirement for the funding
of any increase in the unfunded liability. This is one of the significant
differences as far as our office is concerned between the practice of
treating it as an involuntary retirement under the existing procedures
and the proposed legislation which would shift it over in basic concept
to a voluntary retirement in major reduction-in-force situations.
The proposed early voluntary retirement, would be, we think, a

liberalized retirement benefit and therefore would qualify under the
Public Law 91-93 requirement for funding through the appropriation
process.
Mr. WALDIE. Do you think it now qualified for that?
Mr. BARCLAY. The involuntary situation does not qualify as we

read Public Law 91-93 because it is under an existing law that was in
effect prior to the date of the revised funding concept.
Mr. WALDIE. Do you construe what is occurring in the Postal Service

an involuntary retirement?
Mr. BARCLAY. We have not formally addressed ourselves to this issue,

Mr. Chairman, rather deliberately because of our lack of jurisdiction.
Anything I say in that regard would have to be a purely personal
opinion. In that regard, I would view the present procedure as cer-
tainly an extremely liberal interpretation, at best, of the involuntary
retirement provisions.
Mr. Ruddock did refer to the old decision of the Veterans' Ad-

ministration as a precedent but, as I listened to the testimony, it
seemed to me that that was aimed at an individual situation rather
than the agency concept that we are now dealing with.
Mr. WALDIE. If this then is determined—and I am not asking you

for that determination—as being a voluntary retirement, thereby a
liberalized retirement, what are the consequences that follow that
determination?
Mr. BARCLAY. If it were determined under the present law to be a

voluntary retirement? Of course this would necessarily rule out the
very type of operation that the Civil Service Commission, and in this
particular instance the Postal Service is undertaking since the people
that would be affected are the people who could not qualify under
voluntary retirement, not having met the service requirements of the
law.
Mr. WALDIE. In other words, what you are saying is there is no way

that this could be determined to be a voluntary retirement or that
they would not be entitled to early retirement?
Mr. BARCLAY. That is correct.
Mr. WALDIE. How can you have an involuntary retirement that

does not involve coercion? They seem to be terribly concerned that
somebody is going to find that the employee was coerced to retire and
therefore they seem to imply that this decision was purely at his own
volition.
If the decision is of his own volition, it is a voluntary decision and

he is not entitled to early retirement.
Mr. BARCLAY. I think the rationale is that it is a voluntary retire-

ment as far as the employee is concerned but that, looking at it on
an agency concept, they have a situation where they have made a de-
termination that the agency would be going into the RIF action to
separate employees.
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Rather than do that, they give the employee the option to retire
but, as far as the agency is concerned, the determination of the neces-
sity for a RIF is considered as paramount and creates an involun-
tary retirement situation. As I see it they then view this as creat-
ing an involuntary retirement situation as far as the employee is con-
cerned.
It is kind of a vicious circle situation, as I see it.
Mr. WALDIE. The truth of the matter, it seems to me from

what I have heard, is that they did decide to go into a RIF but they
deny that. They say they have not made that decision, but I believe
they have decided to go into a RIF and I believe that these employees
are coerced to take early retirement under the threat that they will be
RIFed unless they do take retirement.
Mr. BARCLAY. Well, if I read correctly the civil service regulations

that we are applying here I believe both the representative of the
Postal Service as well as the Civil Service Commission took the posi-
tion that there must of necessity be a determination that if they did
not go the present route that they would go into a formal RIF that
the present action is prior to going into a formal RIF. Therefore, there
has been a determination, in fact, of a RIF situation though not a use
of the RIF procedures.
They never invoked the formal procedures present in an actual

RIF.
Mr. WALDIE. My understanding is that the only reason they have

not gotten to the formal RIF is a nationwide agreement. That is my
own personal view. There are protestations and concern for the em-
ployees sensitive to the contrary.
My belief is they have gone into a formal RIF immediately with-

out any concern about the employee's sensitivity, that the process they
adopted was designed to avoid a breach of contract in their view. My
further view is it does not avoid it at all.
I am not asking you to comment on this. Do you have anything fur-

ther that you desire to say?
Mr. BARCLAY. I have nothing further to comment.
Mr. MOORE. I have nothing further, Mr. Chairman.
Mrs. WiLcox. No.
Mr. WALDIE. Thank you very much. We appreciate your appearance

before the committee and your contribution.
Mr. BARCLAY. Thank you.

STATEMENT OF FRANCIS S. FILBEY, GENERAL PRESIDENT, AMER-
ICAN POSTAL WORKERS UNION, ACCOMPANIED BY PATRICK J.
NILAN, LEGISLATIVE DIRECTOR; EDWARD L. BOWLEY, LEGIS-
LATIVE AIDE; AND DAVID SILVERGLEID, GENERAL EXECU-
TIVE VICE PRESIDENT, AFL—CIO

Mr. WALDIE. The next witness is Mr. Francis Filbey, general presi-
dent, the American Postal Workers' Union and is accompanied by Mr.
Nilan, the legislative director of the APWIJ and Mr. Bowley, the leg-
islative aide to the APWTJ.
Mr. Filbey, we are pleased to have you before the committee.
Mr. FILBEY. With me is the general executive vice president of the

AFL—CIO, Mr. David Silvergleid, who I am sure is no stranger to
the committee.



66

Mr. WALDIE. He is no stranger at all. All of you are welcome to the
committee. We are ready to file any statements that you would like to
file and include in the record or we will hear from you directly by sum-
marizing or whatever course you wish.
Mr. FILBEY. We have a very short statement, Mr. Chairman.
Mr. WALDIE. It will be introduced in the record in its entirety.
(The statement referred to follows:)

PREPARED STATEMENT OF FRANCIS S. FILBEY, GENERAL PRESIDENT, AMERICAN
POSTAL WORKERS UNION, AFL-CIO

Mr. Chairman and members of the committee, for the record, I am Francis S.Filbey, General President, of the American Postal Workers Union (AFL-CIO)with offices at 817 14th Street, N.W., Washington, D.C. I am very pleased to appear
before the Committee this morning with our National Director of Legislation,
Patrick J. Nilan and Legislative Aide, Edward L. Bowley.
We speak in behalf of more than 350,000 postal employees for whom we are

the Exclusive National Representative for labor-management relations and col-
lective bargaining with the U.S. Postal Service. Our membership is employed
in post offices in all 50 states, the District of Columbia, Puerto Rico, Virgin
Islands and Guam.
Mr. Chairman, and Members of this Committee, we would like to begin by

commending you in taking the initiative in scheduling hearings on a subject that
is apparently considered "routine" by the U.S. Postal Service. On June 5th
this organization received a written memorandum from the Postmaster Gen-
eral advising of his decision to invoke the "discontinued service" retirement
provisions authorized agencies under the U.S. Civil Service Commission. A few
days prior to the release of the memorandum, we were notified of the early re-
tirement opportunities the U.S. Postal Service contemplated offering Postal em-
ployees. We were advised that one reason for this offer was to help reduce an
alleged excess 75,000 persons in the U.S. Postal Service.
When we received the June 5th memorandum, I responded to the Postmaster

General on June 6 raising a few questions that have not, at this time, been
acknowledged. Attached herewith is a copy of my June 6 response and I ask
that it be included as part of our statement.
Mr. Chairman, at this time I would like to elaborate on some of the points I

raised in my reply to the Postmaster General as well as some other questions
that have arisen since that time. First, Mr. Chairman, we question the alleged
75,000 excess employees, particularly, in view of the failure on the part of the
U.S. Postal Service to provide over-night delivery of locally mailed mail even
to local patrons. It appears to us that to remove such a large number of experi-
enced and knowledgeable employees, the Postal Service would decrease even the
present level of "efficiency."
It is just inconceivable to us that the removal of thousands of Postal employees

who are highly qualified and dedicated employees, and to do so in such a short,
span of time, can improve the service to the public, a goal the Postal Service
insists is uppermost in its plans. It is apparent that there is no intent on the
part of the U.S. Postal Service to replace any personnel and those, if any, that
they may hire will be practically untrained. We ask a very significant ques-
tion—who's going to move the mail?
Now, in view of the fact that this move was taken solely by the U.S. Postal

Service, and apparently, only in behalf of their interest, we fail to understand
why then, were not those employees given the same severance pay incentives
that were provided for management officials under a similar offer by the U.S.
Postal Service in 1971? You may recall, Mr. Chairman, that at that time the
special "inducement" to eliminate "waste", was to provide severance pay equal
to six months of base salary.
Mr. Chairman, even if we were to agree with the U.S. Postal Service manage-

ment that there does in fact exist thousands of excess employees, which we do
not, we are at a further loss as to understand why the U.S. Postal Service, who
has praised the labor-management provisions of the National Agreement, failed
on a subject of such vital importance and great consequence to its employees,
to consult with the unions signatory to the National Agreement prior to finalizing
any decisions.
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The American Postal Workers Union believes that the unilateral action taken

by the U.S. Postal Service is in itself, violation of the National Agreement and

we further believe and contend that cut-backs of such magnitude in addition to

the already drastically reduced number of hours presently received by Postal

employees in small offices throughout this Nation, violates the very spirit and

intent of the no lay-off provision of the National Agreement. These alleged

violations, of course, are being challenged through the procedures set forth in the

National Agreement. I might add at this point, Mr. Chairman, that in his an-

nouncement, the Postmaster General stated "But for the no layoff provision in

our National Agreement, we would be actively engaging in a system-wide reduc-

tion in force." Even with this provision, the unions were not afforded the right

to "negotiate" on behalf of its members.
This, to us, is not good labor-management relations and once again, highlights

the high-handed practices undertaken by the new U.S. Postal Service.
Mr. Chairman, the American Postal Workers Union has not taken a position

for or against the retirement proposal offered by the U.S. Postal Service for

the reasons outlined above. We do believe, however, that before we would have

reached agreement on any such offer, we would have insisted, among other

things, that eligible employees should not be penalized with the 2% per year

reduction of annuity for each year they are under the age of 55, a severance

pay equal to that previously provided managerial employees and extension of

the 4.8% annuity raise through December 31st. Only then would the American

Postal Workers Union have considered the overall merits of the program, much

less endorse it.
Mr. Chairman, we appreciate the opportunity to appear before your Com-

mittee and present our views on this subject and we are prepared to answer
any questions you may have.

AMERICAN POSTAL WORKERS UNION, AFL—CIO,
Washington, D.C., June 6, 1972.

Hon. E. T. KLASSEN,
Postmaster General, U.S. Postal Service,
Washington, D.C.
DEAR MR. KLASSEN : We have read with great interest your memorandum to

postal employees dated June 5th, subject "Early Retirement Opportunity."
We are at a loss to understand why the same benefits which were made

available to departmental and regional employees; namely, a half year separa-
tion pay, is not being made available to the employees in our bargaining units.
We are further disturbed by your statement in paragraph 3, and I quote,

"The situation creating the discontinued-service retirement opportunity arises
from the fact that we have an excess number of employees." In view of the
failure of the Postal Service to be able to give overnight delivery of locally
mailed mail to even local patrons, we cannot understand how the efficiency of
the Postal Service will be increased by the separation of thousands of our most
qualified and dedicated employees. Your letter does not indicate any intention
of replacing the bulk of these separated employees which, again, causes us to
wonder how the service to the public is going to be improved with reduced per-
sonnel and replacements, if any, practically untrained.
We also raise the question as to whether or not this unilateral action on the

Part of the U.S. Postal Service is in violation of the National Working Agreement.
While we appreciate the advanced information (4 days) given our Unions, we
feel strongly that a program of such magnitude should have required some in-
depth consideration and discussion with the Unions party to the National
Contract.

Sincerely yours,
FRANCIS S. FILBEY, General President.

Mr. F1LBEY. Mr. Chairman. I think there are one or two points we
would like to point out in our prepared statement. Number one is the
fact that it is our belief and the belief of other unions of postal em-
ployees that we, as unions, were at least entitled to an opportunity to
negotiate with the Postal Service prior to this order or instructions or
program being established.
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In lieu of having the opportunity to really consult or to negotiate,
our union was advised aoout 5 days before the issuance of the Post-
master General's letter by telephone. In fact, he tracked me down in
Gulfport, Miss., to read the statement to me that the Postmaster Gen-
eral intended to promulgate.

Certainly, had we had the opportunity to consult and possibly to
negotiate as we believe we were entitled to, we would have made cer-
tain suggestions. Number one, that the rank and file employees in our
bargaining units should in our opinion be afforded the same oppor-
tunity and the same severance pay that was afforded to managerial
employees just about a year ago when this kind of procedure took
place in Department headquarters and in the regional offices.
Lacking the ability to obtain that, we would certainly have made

every effort to convince the Postal Service that they had an obligation
to do something about the reduced annuity these people would have to
take on the basis of being under the 55-year voluntary age.
Third, as a minimum we would have made every effort to have con-

vinced the Postal Service that the 4.8 percent which will be an addi-
tional percentage which will be made available to people who retire
under this program prior to June 30 be made available also to the
people who would retire under this provision after June 30 and prior
to December 31.
We, of course, were not afforded that opportunity. We have filed

formal complaints under our contract with the Postal Service.
Mr. WALDIE. Did you listen to the response of Mr. Gayle as to what

he construed to be the difference between the two situations?
Mr. FILMY. No, I did not have the opportunity to hear Mr. Gayle.

I have had the opportunity of reading his prepared statement and I
have some comments I wish to make on that.
Mr. WALDIE. In response to a question that I asked following what

was the distinction that precluded these people receiving severance
pay he said the impact was more disastrous in terms of the reduction
of the regional office staff and I asked him, "Disastrous to whom? The
man who is reduced it seems to me would be equally disastrously
treated whether he was a supervisor or whether he was a postal em-
ployee on a salary status."
His answer was the disaster that they were seeking to soften was

the disaster that was contemplated—he didn't use these words—by the
Postal Service.
Mr. FILBEY. We share your opinion that it was a disaster for mana-

gerial employees to be placed in the same position. To soften that
disaster the Postal Service decided they would give them 6 months
severance pay. We say the disaster is greater on our salaried employees.
Mr. WALDIE. I would say that is correct.
Mr. FILBEY. Absolutely. Mr. Chairman, I noticed an effort on your

part to have the Postal Service make a statement as to what their
actual goal is in this particular program, how many employees they
anticipate or hope would avail themselves of this opportunity.
We, too, would like to have that information. Additionally, we

would like the Postal Service to tell us the number of excess employees
they believe are on board, the categories and so forth so that we
could examine that situation.
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Obviously, if the kind of system is going to continue to operate
in the Postal Service, the coming negotiations next spring are going
to be loaded, shall we say, at a minimum with fireworks.

It is going to be necessary for these unions at a minimum to make
every effort to force the Postal Service to establish a supplemental
retirement program for postal employees to take care of this reduction
in annuity that is now going into law as the pending legislation,
which I understand will make it voluntary solely at the option of
the employee without the employer having the opportunity or the
ability to use coercion.

Certainly the Postal Service's statement here today cannot be con-
sidered as anything else but coercion. The Postal Service says here
today that if they do not, through the freeze and reverting of vacant
positions and this accelerated retirement program, obtain the elimina-
tion of the necessary positions that they are giving serious considera-
tion to invoking the reduction in force procedures.

This statement obviously will be made available to postal employees
across the country and it can be considered as nothing else but coercion.
What they have said here is if you don't take it now we are going
to use the RIF procedures.
Mr. WALDIE. As a matter of fact, I noticed on page 4 from the

Postmaster General's announcement that had escaped my attention
but that confirms my belief where you quote his statement:
But for no layoff positions in our national agreement we would be actively

enlarging in a system which had reductions in force.

That would seem to lay it on the table.
Mr. FILBEY. That is laying it on the table.
Mr. WALDIE. It was not the concern on the part of the Postal Service

for the impact on employees of a reduction in force procedure that
led them into this informal reduction in force, it was because you
had precluded them from using that harsh manner of reducing their
forces by your agreement.
Mr. FILBEY. If you notice on page 3 of Mr. Ga,yle's statement at

the third paragraph, this in my opinion is nothing but coercion.
If the freeze and the early retirement opportunity fail to achieve significant

work force reductions, the Postal Service has the further option of bringing
formal Reduction in Force procedures into effect.

To me that is outright coercion.
Mr. WALDIE. It certainly is that and it would seem to me it is also a,

fairly good tipoff as to that clause 6 in your article 6 in your next ne-
gotiations agreement. The integrity of that article would appear to be
very essential for the well-being of the postal employees.
Mr. FILBEY. You can understand the difficulty we are going to en-

counter in our efforts to retain that language in our next agreement.
Following that up we are at a loss to understand. We negotiated that
agreement effective July 20, 1971 and the Postal Service at that time
agreed to it.
There must not have been this tremendous excess of employees at

that time or, on the other hand, someone in the Postal Service has made
a serious blunder.
Mr. WALDIE. To your knowledge do you or any of the other organi-

zations who are signatories to that contract maintain that article 6 in
fact is violated by the present procedures?
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Mr. FILBEY. Yes, sir.
Mr. WALDIE. How do you do that? What is the process?
Mr. FILBEY. We contend in our short formal statement that theprograms 
Mr. WALDIE. I mean have you formally filed a grievance on it?
Mr. FILBEY. No; we are at the present moment going through thenational grievance procedure alleging that the Postmaster General ininstituting this program has failed to comply with the section of thecontract which prevents the Postal • Service from taking unilateralaction.
As to whether this section or this actually violates the low layoffclause, this is something our counsels are presently studying.
Mr. WALDIE. Fine. I don't know the answer to that myself but itseems to me that it ought to be softened.
Mr. FILBEY. I would like to point out one other language in Mr.

Gayle's statement where he makes reference to the passage of the
Postal Reform Act. He quotes:
To relieve officers and employees for duty because of lack of work or forother legitimate reasons.

Under this statutory authority the Postmaster General requests usingthis procedure. Nevertheless, the Postal Service when it entered into
an agreement with the unions agreed to give up that right.
Again, this is an implied threat that if they cannot accomplish their

goal of drastically curtailing the employment in the Postal Service
that they might try to rely on the basic law and invalidate some section
of the existing national agreement.
Mr. WALDIE. Let me understand what you are contending. You are

saying on page 3 in this paragraph that that statutory right was waived
in effect by article 6 of the national agreement?
Mr. FILBEY. Yes; we had a great deal of discussion and spent anumber of hours convincing the Postal Service that we would not signa contract with that language picked up by the law and inserted in the

contract.
Mr. WALDIE. I think that is correct. May I ask you a question for amoment. What is your understanding of that waiver clause in the

agreement the employee has to sign before he is entitled to early
retirement?
What does he waive in your understanding in terms of retentionrights? Would he specifically waive retention rights? What do youbelieve that employee has given up?
Mr. FILBEY. I think one thing the employee has given up, particu-larly a postal employee who is a veteran, is I think he has signed awayhis veteran's rights.
Of course, in our bargaining units, in the people represented by ourbargaining units, our contract provides for no layoff but there areroughly 100,000 postal employees that are not covered by that contract.Any of the postal employees in my opinion who sign that waiver isgoing to find it extremely difficult should he have second thoughts andwish to sue in the Federal courts to get his veteran's preference rights,which I believe is a waiver of a major right.
Mr. WALDIE. Does he not also by signing that agreement waive therights in the national agreement? If he is covered, does he not alsowaive those rights? Are they not precluded?
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Mr. FILBEY. I would imagine the Postal Service would consider that
he has waived those rights. The union considers that no employee has
a right to waive his or her rights under that contract. It is a contract
with the union, not with the individual employer.
Mr. WALDIE. But the individual employee is the third party bene-

ficiary of the contract and theoretically, I don't know.
Mr. FILBEY. We are having a great deal of discussion at the present

time with the U.S. Postal Service concerning the ownership, shall we
say, of grievances by the union rather than by the employer which we
believe the language in the contract provides.
Mr. WALDIE. I wish I had asked counsel for the Post Office. In fact, I

will ask counsel for this committee to prepare a letter asking that spe-
cific question, if the waiver retention rights include the fact that the
employee thereby waives waiver retention rights that he might have
by reason of the national agreements and if it is his understanding that
he has waived those rights also by the execution of that waiver.
Mr. FILBEY. Finally, Mr. Chairman, I think there is one point that

the Congress, I am sure, will take into consideration and that the Amer-
ican public ought to look at—how the Postal Service can expect to im-
prove its service to the public.
I notice again in the Department's statement while they touch briefly

on service to the public they are more interested at the present moment
in eliminating the positions in order to prevent a postage rate increase
of $458 million.
How they can expect to improve the Postal Service to the public by

advocating and urging and in some instances coercing long-time dedi-
cated, experienced employees to leave the Service if they are replaced—
and it is not their intention as we understand it to replace very many
of them—by new employees.

It may take one to 5 years to train them. How this will improve the
Postal Service we are at a loss to understand. As a union we are a
little bit fed up about being blamed by the American public for poor
postal service.
I think that your hearings are bringing out some facts which are

going to place the blame for poor postal service right where it belongs,
on poor postal management. This is one of the reasons for poor postal
service in this country, this kind of philosophy, this kind of idea that
instead of the customer having to pay for the product that you cut
down the service and release employees.
Mr. WALDIE. The concept of early retirement is not offensive to me.

I like it. But it becomes objectionable to me if the employee is coerced
into early retirement purely to serve the objectives of management.
Early retirement in this situation in no way is sought for the con-

venience of the employee, it is sought entirely for the objectives of
management. They are ill-defined and don't fully understand what
they are to get, a numerical reduction of the work force, not a reduc-
tion where there are surplus positions or where there are inefficient
employees.

It is just an across-the-board reduction in the work force and it does
seem to me that your contention that as representatives of the em-
ployees a unilateral decision of this nature certainly ought to have
been at the minimum brought to your attention for advice and recom-
mendation since the impact is upon the employees but the reason for
it is for the convenience of management.
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Mr. FILBEY. Yes, sir.
Mr. WALDIE. Thank you, Mr. Filbey.
Mr. FILBEY. Mr. Chairman, there is one other thing I wish to add.While we do not represent managerial employees we are receiving

requests daily.
Practically the entire top management in this country are availingthemselves of this opportunity. Knowing some of the top managerial

people in some of these offices, we are fully confident that they are not
leaving voluntarily, that there is a coercion on these people.
Of course we don't represent them. We know there is coercion onour people because they are in effect being told if you don't avail your-

selves of this we are going to move the mail to another city, you aregoing to have to move, you are going to have to do this or do the other
thing.
I cannot conceive such an accord as this operating free of coercion,

it is impossible.
Thank you, Mr. Chairman.
Mr. WALDIE. I think your very definition requires coercion because

the retirement has to be involuntary. The employee cannot desire to
retire or is not entitled to early retirement if he has to be involuntarily
retired. Coercion is implicit with the definition of that.
Mr. FILBEY. We would hope you would find out how many they

would hope to get rid of.
Mr. WALDIE. We will certainly try. It is difficult.
Gentlemen, do you have any further comments?
Mr. SILVERGLEID. I was interested in the way you brought out in

your discussion with Andy Ruddock the fact that in fiscal 1971 there
were over 14,000 of the so-called discontinued service retirements which
more or less absorbed a 3-year allotment.
I understand the postal testimony indicated there are over 5,000 in

the Postal Service alone as of this period and this is going to continue
until the end of December of this year. It is becoming increasingly
obvious that there is going to be a definite depletion of the annuity
fund, there is no way they can avoid it.
Mr. WALDIE. No; but was it not interesting when Mr. Ruddock said

that all these things were assumed to in fact occur when they made
their assumptions and if their assumptions are wrong in this 5-year
period they may be right in the next 5-year period.
I was not impressed but neither was I surprised. 1 had been listen-

ing to the Civil Service Commission's assumptions on what will hap-
pen in the future in other fields and found them equally inaccurate.
It is incredible that you have 14,000 in the year when you anticipated

5,000 and you have 5,000 already from one agency this year that will
meet your assumptions of 25,000 in 5 years when you are in your second
year and already have 19,000 on the record and you are a long way
froinbeing completed in your second year.
My guess is that they will be well over their 25,000 assumption for a

5-year period by the end of their second year.
Mr. SILVERGLEID. I think they will double.
Mr. FILBEY. If the postal employees by using this system are going

to finance their $458 million, we are talking about between 40,000 and
45,000 rank and file employees on the average of $10,000 a year.
Mr. WALDIE. I think you are going to finance more than that. I think

it should be of concern to you, too, that though the ostensible prac-
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tioe would be that those that they temporarily rehire would be hired
over and above their annuity income.
They said they have the authority to do that but they do not men-

tion until interrogation brought it out that, in fact, although they have
the authority to pass the practice was that the annuity was subtracted
from the income for that particular job.
The retirement fund will be employing, in my view, postal people

and you will be competing with retirees that will be rehired at a lot
less than they have to pay an entering man in to the Service or a man
that is promoted from the Service to a higher position.
That would seem to me to have certain ramifications to your mem-

bership, too.
Mr. SILVERGLEID. By the way, there is also a definite basis for the

increase and disability applications. Under this discontinued service
requirement there is a 2 percent a year reduction for each year under
55 and an employee who goes out on disability sustains no such
reduction.
Mr. WALDIE. I understand that. The question that I was seeking and

was not able to ask because no one seemed to know was whether there
was an increase in disability retirees or not.
If there are increased disability retirees the question I have is how

does the service keep these people working all these years when they
are disabled and all of a sudden it looked like they are going to be
r.i.f.'d and their disability surfaces?
Mr. NILAN. The Postal Service figures show up to 929 disability

retirement requests. I would rather suspect that in the 6-month period
I presume they are covering the previous 6 months and that that is
rather high for the Postal Service.
Mr. WALDM. I am sure it is. We are going to find that out. 'I am

certain what happens, and they encourage it to happen, by including
the explanation of the disability retirement as they describe rights are
available to you in early retirement they are encouraging people to
take a shot at disability retirement.
I don't discourage people from taking a shot at it but it is of con-

cern to me as a Congressman that we apparently had so many disabled
people employed that no one discovered. That is a strange phenomena.
Mr. NILAN. We want to also commend you for demonstrating that

the track record and the credibility of the Civil Service Commission
during the past 12 months first with the health benefits and the Blue
Cross rates and now in this instance certainly leaves a lot to be desired.
For the first time in our experience they have really had their

credibility shattered to a largess extent.
Mr. WALDIE. I think I would share your conclusion that their cred-

ibility is deserving of some examination from time to time. I get more
and more of the opinion that the Civil Service Commission is nothing
more than in a relationship with the executive departments of the
Government and that they conceive their role to be to make life easy
for the administrators of the Federal system and if that means ignor-
ing the rights of employees, so be it.
That is the theme they seem to operate on. I have seen very little

indication of any role of advocacy for the employee that has been
expressed at least in these two issues, the health benefits issue and
this issue.
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They seem to be bending over backward in every instance—in the
one instance to assist the carrier, not the employee and the health
benefits program and in this instance to assist the managers of the
Postal Service rather than the employees by strained interpretations
of the statutes.
I have rarely seen a more strained interpretation. What the Postal

Service wanted to do was not designed in any way to assist the em-
ployees in their relations with the postal management.
Mr. NILAN. Mr. Chairman, that is another reason that our organiza-

tion representing postal workers hopes that this committee and the
Congress will continue at least for the foreseeable future to look after
us rather than casting us totally adrift as some would like to have
done.
Mr. WALDIE. I would think that is a worthwhile commitment.
Mr. FILBEY. It also seems obvious to us, and I hope to the commit-

tee, that some action must be taken to strengthen these unions at the
bargaining table next spring on such as the right to strike.
If the Postal Service continues these kinds of programs, fails to

consult and negotiate and violates the contract as they are consistently
doing with or without the right to strike, I forecast that you may
have another one in the not too distant future.
Mr. WALDIE. I understand those pressures and I understand the

necessity of having better ability to influence the postal managers to-
ward understanding the problems of employees. I just wonder, very
frankly, sitting here today how you are going to preserve article 6
in your next round of negotiations absent the right to strike.
You.are just not going to do it that I can see. They have been very

outspoken and have been very straightforward and given you plenty
of warning that they are going to engage in a massive reduction in
force at the expiration of this contract and article 6 is going to deter-
mine whether they will get away with it.
Mr. FILBEY. It will be very difficult.
Mr. WALDIE. It will be, but, good luck.
Mr. FILBEy. As I say, it may result in a legal or illegal strike.
Mr. WALDIE. Well, I hope it is a legal strike.
Mr. FILBEY. So do I.
Thank you, very much, Mr. Chairman.
Mr. WALDIE. Our next witness is Mr. James Rademacher, the presi-

dent of the National Association of Letter Carriers. Mr. Rademacher,
will you introduce your associates ?

STATEMENT OF JAMES H. RADEMACHER, PRESIDENT, NATIONAL
ASSOCIATION OF LETTER CARRIERS, ACCOMPANIED BY J.
STANLY LEWIS, VICE PRESIDENT AND LEGISLATIVE DIRECTOR;
GLEN HODGES, DIRECTOR OF LIFE INSURANCE; AUSTIN CARL-
SON, DIRECTOR, HEALTH INSURANCE DEPARTMENT; AND JOHN
SWANSON, ASSISTANT DIRECTOR, HEALTH INSURANCE DEPART-
MENT

Mr. RADEMACHER. Yes, I will, Mr. Chairman.
On my immediate right is our very able vice president and legisla-

tive director, Stan Lewis. On my left is Mr. Glen Hodges, director
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of our life insurance, and to his left is Mr. Austin Carlson, who directs
our health insurance department, as you well know and his assistant
in that area is Mr. John Swanson on my far left.
Our appearance here today is in behalf of 230,000 members of the

NALC. We appear to present our views relative to the retirement
policy announced by the U.S. Postal Service on June 5, 1972.
On June 1, 1972, in a most unusual action, Postmaster General E. T.

Klassen visited our union headquarters and met with me for the pur-
pose of discussing a proposal which he intended to announce publicly
on June 5, 1972. The proposal was the discontinued-service retire-
ment program which was subsequently announced and which would:
(1) Permit optional retirement of all postal employees who are 50
years of age and have 20 years of service (2) who have 25 years of
service at any age.
Although it would not be in the best interest of some of our mem-

bers to oppose the suggested retirement program, we did have some
meaningful suggestions to offer the Postmaster General. At the time
of the discussion on June 1, I suggested to Mr. Klassen that all em-
ployees be granted the additional 4.8 percent increase which was forth-
coming for all annuitants on the rolls on July 1, 1972, even though
their retirements might occur as late as December 31, 1972. A further
union suggestion was that the same type of severance pay which was
allowed management retirees a year ago be granted retiring employees
at this time. We also urged the Postmaster General to fill all vacancies
of regular assignments and further asked the Postal Service to join
in supporting legislation to liberalize the Civil Service Retirement
Act by rescinding the provision which calls for the deductions of 2
percent for each year the retiring employee is under age 55. The final
union proposal on June 1 at the meeting with the Postmaster General
was that no coercion is to take place with regard to the early retire-
ment program.
The Postmaster General responded by assuring there would be no

coercion of employees but he was noncommittal on any of the other
union proposals.
It will be noted in the instructions issued on June 5 by the U.S.

Postal Service that if it had not been for the "no layoff" provision in
our national contract, the Postal Service would be actively engaged
in a systemwide reduction in force at the present time. We cannot
agree that a reduction in force is necessary since attrition to date ap-
pears to have resolved the problem of excess employees due to mecha,ni-
zation and automation. For example, since the employee freeze order
of April 28, 1972, there have been more than 9,000 terminations, none
of which has been replaced.
I want to reiterate what Mr. Filbey has said concerning Mr. Gayle's

statement that if the Postal Service intends, as indicated by Mr. Gayle,
to carry out the further option of bringing a formal reduction in force
procedure into effect, they will find themselves involved in very serious
litigation, and I want to make that clear at this point, because in the
opinion. of the National Association of Letter Carriers, this is a fla-
grant violation of the contract that they and we signed.
Mr. WALDIE. That is article 6 you have reference to?
Mr. RADEMACHER. That is right, Mr. Chairman.
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One of the instructions issued in the policy governing discontinued
service retirements that is disturbing our membership very much is
the fact that they are required to "resign" rather than retire. We un-
derstand that in order to qualify for an annuity under this type of
procedure, the employee is unable to actually apply for retirement and
is expected to resign his position.
Immediately following issuance of the June 5 instructions, our union

took the following action:
We wrote to Chairman Thaddeus J. Dulski and Chairman Gale

W. McGee, of the House and Senate Post Office and Civil Service
Committees, and urged a meeting of the conferees on S. 1681.
This legislation would permit employees retiring after June 30,
1972, to be eligible for the annuity increase of 4.8 percent. Chair-
man McGee responded that, "The House has yet to appoint con-
ferees on the bill, which may indicate that there may become sec-
ond thoughts generally about this legislation."
Chairman Dulski wrote: "In view of the fact that the Senate

conferees have indicated they will not accept the House amend-
ment requiring that the U.S. Postal Service pay for increases in
the unfunded liability of the civil service retirement fund due to
pay raises for postal employees, the convening of a conference on
S. 1681 would appear to be futile."
The union contacted Chairman Jerome R. Waldie of this sub-

committee and urged hearings with subsequent legislation to per-
mit qualifying employees to retire without the 2-percent penalty
for each year under age 55.
We informed our membership of our proposal and reminded

them that the instructions were very clear that no coercion was to
be exercised by management.

We met with other postal unions to discuss the issue.
The national working agreement between the postal unions and

the U.S. Postal Service mentions the subject of retirement in this
manner.

Article XXI, Section 3. Retirement. The employer shall continue the funding
and administration of the Retirement Program at the current contribution level
for the duration of this Agreement.

Because the subject of retirement was included in our national con-
tract, the unions feel that the postal service should have negotiated
this new condition of employment, even though temporary in nature.
Because we are now covered by the Taft-Hartley Act, the employer
is obligated to negotiate such matters as fringe benefits. They have
merely advised and conferred but the policy was not negotiated. If it
had been, the unions were in position to make demands upon manage-
ment such as a continuance of the 4.8 percent annuity increase for those
retiring beyond June 30, 1972. We certainly would have attempted
to negotiate severance pay for rank-and-file workers in the same man-
ner it was paid management officials last year.
Because of the strong feelings of the unions on this matter of

negotiability, a grievance has been filed with the senior assistant to
the Postmaster General under date of June 9, 1972. In that grievance,
the unions have chartred that the issuance of the instructions on the
subject of discontinued-service retirement did violate the rights of
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the unions and the employees who have been adversely affected by
such violations. In the event of an unfavorable settlement of this dis-
pute, the matter will be promptly referred to arbitration.
This is not the first instance of unilateral action on the part of

the U.S. Postal Service and I refer, of course, to the exodus a year
ago of more than 1,600 managerial employees. When instructions
were issued by Postmaster General Winton M. Blount urging man-
agerial employees to retire and offering a lucrative severance pay
bonus, we strongly objected to Chairman Dulski in a letter dated
May 28, 1971. In that letter, we questioned the authority of the
Post Office Department (not yet the U.S. Postal Service) in per-
mitting retirement with a compassionate bonus. Chairman Dulski
referred the questions of my inquiry to the Civil Service Commission
and the Comptroller General. Chairman Robert E. Hampton of the
Commission answered Chairman Dulski in a letter dated June 23,
1971. I believe that it is important for the record that a copy of Chair-
man Hampton's letter be incorporated in this testimony and we are
attaching same herewith.
It will be noted in Mr. Hampton's letter the conclusion that if 3,000

employees were to retire at an added cost of $20,000 each, the liabili-
ties to the retirement fund would be increased by $60 million.
I believe when you indicated in your press release, Mr. Chairman,

that the cost liability could amount to $10,000 per person, you under-
stated the raid on the fund which is now taking place. If only half
of those eligible took advantage and did retire, the unfunded liability
would exceed $1 billion according to the statement that has been
made.
In addition to asking the Civil Service Commission to respond to

my inquiry on the subject, Chairman Dulski also requested the Comp-
troller General to render an opinion on my inquiry as to whether or
not the granting of a severance pay bonus to only managerial em-
ployees is unfair to other postal workers.
I am attaching herewith the answer dated July 28, 1971 and signed

by Comptroller General Elmer B. Staats. You will note please the
conflict in policy where the Comptroller General indicates that the
bonus for managerial employees in 1971 was intended to induce those
employees eligible to retire to do so in order to avoid the elimination
of positions of newer employees.
Now, the shoe is on the other foot and if the Comptroller General's

decision of July 28, 1971 is to be considered official policy, now that
the early retirement program has been expanded to all employees, we
feel that severance pay should also be granted to all retiring workers.
Mr. WALDIE. There are two things that I wonder about. The decision

to grant severance pay was made exclusive of Congressional reference.
Nobody asked Congress if they approved or disapproved of severance
pay. It was apparently determined to be purely a managerial preroga-
tive. It does seem to me that that is certainly a classic example of an
inequitable treatment of similar classes of employees given similar
objectives of management.
I am wondering out loud if this action is not subject to some

restraint, I mean the action of deciding no severance bonus will be
granted these employees in a similar position as was granted the
other employees. If that decision is not subject to review, either under
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the agreement—and I am not familiar enough with the agreement to
determine—or else in a court as an arbitrary unreasonable action as
affecting employees unequally. I just put that so it is in the record.
I do not know the answer, and I will attempt to find out.
Mr. RADEMACHER. Mr. Chairman, just like yourself, I would like to

respond aloud. I think that the Comptroller General's letter just
quoted, and as part of this testimony will give you the answer. What
is sauce for the goose is sauce for the gander.
Mr. WALDIE. It would appear to me that that is the case.
Mr. RADEMACH,ER. We want to make it clear at this hearing today-,

Mr. Chairman, some things perhaps that have been overlooked in the
hearing in trying to bring out the intent of all the other alleged skull-
duggery that might have taken place. We want to make it clear that
we are not opposed to our members having the opportunity to retire at
an early age.
On the contrary, we strongly support early retirements

' 
and truly

believe that the pending legislation, H.R. 11255, does not go far enough
to meet the immediate needs of our restless membership. When the
statistics indicate that one of each three of our members retiring does
so for reasons of disability, there is strong evidence of the need of
earlier retirement.
We suggest the provisions of H.R. 7647, sponsored by Representa-

tive Frank J. Brasco, of New York, be substituted for the language of
H.R. 11255. The Brasco legislation would permit retirement following
20 years of service with an annuity based upon 2.5 percent of his high
3-year average pay multiplied by the total service.
I bring this out at this time only to make a point, Mr. Chairman. I

hope you will bear with me. You will find today that postal employees
will not be leaving in droves as I, myself, am guilty of predicting
earlier because of the totally inadequate annuity which is now payable
to those who meet the requirements of the discontinued service retire-
ment.
On the contrary, you will find a lesser number of rank-and-file

workers leaving then managerial employees. Although there are only
10 percent of the total number of postal workers serving in managerial
positions, in our opinion 20 percent of the Nation's supervisors and
postmasters will be retired by June 30, 1972. We anticipate no more
than 5 percent rank-and-file workers leaving the service this year.
The reason is evident: An employee with 25 years of service and age

50, a letter carrier, would receive only $310 monthly after deductions
for survivor and health insurance. An employee age 50 with 20 years
of service would receive only $220 monthly after deductions, only by
retiring by June 30.
The USPS has indicated that there are 184,000 employees of the

700,000 on the rolls who could qualify for retirement under the tem-
porary policy. If such eligible employee did retire, there would be an
annual wage saving of $2 billion; but who would deliver the mail?
If just those eligible to retire in the 12 largest post offices (41,128)

chose to retire, there would be a saving of practically the exact in-
creased income which would be derived from a 1-cent postage rate
increase ($450 million), but deliveries would have to be reduced to
three weekly.
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At this point, I would just like to ask for the record how suddenly
are there an assumed more than 40,000 excess regular full-time em-
ployees in the Postal Service. How come all of a sudden that in order
to avoid a request for a rate increase, which is total to the salary of
41,000 people, how do these people suddenly become excess?
I might answer that with an assumption, Mr. Chairman. I have

reason to believe that there is an engineering firm that has informed
the Postal Service that they could rid themselves of 20 percent of the
postal workers. Now, I am certain that if that statement was made,
and I feel it was made, and I feel the Postal Service is now reacting
from that statement, that if it was made, then certainly whoever made
it did not go office by office. They just assumed on the basis of total
income and that total facility and total employees, you could get by
with 20 percent less people. So, we are now approaching a crisis.
We have said it for a month, we repeat it here today. When a letter

carrier retires, and perhaps this week when 3,000 or 4,000 or more
retire, somebody has to deliver that mail, and it is going to be delivered
on costly overtime, as has been taking place since April 28. The cost
of overtime has soared, but there is no reference or record of that made;
all they are talking about it how many excess people that they
terminate.
You could terminate the entire number that they have suggested,

and give everybody 12 hours a day, but where is the economy? So, they
really and truly are not excess.
To get back to the statement, if it were not for the meager annuities

that are payable with the penalties for those under age 55, there might
well be an exodus that would severely cripple an already deteriorating
Postal Service. In fact, with the employment freeze and the distinct
possibility of about 20,000 postal workers retiring this week, the fears
of our union are reaching fruition. Within a month, the Postal Service
will be in worse crisis that occurred in 1966.
I remind the chairman and the committee that in 1966, Postmaster

General Larry O'Brien was forced to order the same kind of an
employment freeze. At that time, mail cars were lined up all over
this country, and management even went to mailers of circular mail
and got permision to burn the mail because the date of the sale expired.
It cost Mr. O'Brien and the Bureau of the Budget and the country $30
million in 1966 to deliver the mail that had been piled up because of the
fact of the employment freeze, and we are approaching that level even
this minute.
We cannot convince top-level management that when a letter carrier

who is assigned to a permanent route, choses to retire, someone must
be hired to deliver that mail. Under the instructions of April 28, 1972,
no vacancies shall be filled other than critical vacancies.
In our opinion, a vacancy created by a letter carrier is a vacancy

which can be properly labeled "critical." When management realizes
that such vacancies must be filled and new employees are, of necessity,
appointed to the rolls, it will be proven that there is no economy in
offering such a liberal policy especially when new employees must be
added and overtime costs must be paid.
The overtime paid to postal workers since the employment freeze is

about the highest such cost the Postal Service has ever encountered,
and it continues to soar.
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If I may return to H.R. 11255, I would like to again voice the
strong objection of the NALC to the provision which increases
annuity deductions to 7.5 percent. We call attention to the Congress
several months ago of the fact that the average employee would be
contributing more than $2,000 additional funds over a 30-year period
based upon his present salary. He then could retire optionally under
the "Magic 80" formula. Many would not choose to do so even though
they have been assessed the cost of this optional provision.
We take strong exception to the attitude of the Civil Service Com-

mission which, as you know, has announced that the normal cost of
funding is now less than 13 percent. Rather than suggest liberalization
of the Retirement Act, the Commission has suggested that any excess
income be applied toward the existing unfunded liability. In other
words, active employees are expected to make up the deficiency caused
by several Congresses of the past which have not appropriated the
employer's share into the retirement fund. Postal workers, and espe-
cially our union, are not going to buy such a proposal, and we strongly
urge this subcommittee to reassess the entire retirement program in the
hopes that such legislation as that proposed by Congressman Brasco
can be enacted into law.
We appreciate the opportunity to appear before you today to discuss

this very serious subject. We want you to know that in the months
ahead, all of our attention is going to be focused on the subject of
retirement with such activities not limited entirely to correcting the
inequities for active workers. We intend to strongly push for enact-
ment of legislation which would aid our retirees. It is a disgrace upon
our Government to know that thousands of former employees and their
survivors actually receive less than $100 monthly.
It is a most shameful situation when more than one-half of the annui-

tants and survivors on the rolls receive less than $200 monthly. The
fact that increases in the cost of living triggered slight increases in an-
nuities is not sufficient to meet the needs of those who benefit by merely
$100 annually.

Just as Congress is legislating still another deserved increase in so-
cial security pensions, some positive action must be taken to relieve
the financial plight of those who have given their lifetime to our
Government and to the survivors of those workers.
We appreciate, Mr. Chairman, on behalf of 230,000 of our members

and the officers that are here today, the opportunity to appear before
you, and we appreciate more importantly the fact that you are dedi-
cating your role as chairman of this committee to making certain that
the liability that is involved in the Retirement Fund, and the assets
as well, are a matter of concern of yours in this committee, and all of
us in the Federal Service are grateful for your attitude in this regard.
Mr. WALDIE. I thank you, Mr. Rademacher, for your statement. It

was forthright, excellent, very helpful. Gentlemen, do any of the rest
of you desire to make any statement, keeping in mind that a tally vote
was just called. I appreciate that decision.
Mr. RADEMACHER. They kept that in mind and responded in the

negative.
Mr. WALDIE. Thank you very much gentlemen.
(The attachments to Mr. Rademacher's statement follow:)
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U.S. CIVIL SERVICE COMMISSION,
Washington, D.C., June 23, 1971.

Hon. THADDEUS J. DULSKI,
Chairman, Committee on Post Office and Civil Service,
U.S. House of Representatives.
DEAR MR. CHAIRMAN: This is in reference to your letter of June 9, 1971, con-

cerning the effect of a recent policy announced by the Postmaster General on the
Civil Service Retirement Fund. The announced policy was to permit severance
pay to certain employees who requested retirement.
The severance pay itself is not paid from the Fund so it does not have any

effect. However, the Fund will pay out more in retirement benefits to these re-
tirees than if they had retired later.
The Office of the Actuary in the Commission is responsible for predicting the

liabilities of the retirement system. They must develop retirement rates to pre-
dict the expected time of retirement of the average employee. Until the date of
retirement, the Fund will receive contributions from the employee and his agency.
After that date, he will receive benefits. These predictions are based on the past
experiences of retirements among Civil Service employees. Any unpredictable
event such as a reduction-in-force or the policy being considered will result in
less income and more benefit payments since each affected employee will be re-
tiring earlier than expected.
For example, an employee now age 55 may have been planning to retire at 60.

If he retires at 55, as a result of this policy, assuming he lives to age 60, he will
receive an extra five years of benefit and pay five years less of contribution.
Assuming his final salary is $13,000 and his annuity is $7,500, he will pay in
$4,550 less and receive $37,500 more over the five year period for a total added
cost of *42,500. After age 60, he will be receiving a smaller benefit than he would
have received if he had retired at age 60 and this will serve to offset some of the
added cost.
This policy, therefore, will increase the liabilities of the system. If, for example,

3,000 employees retire at an added cost of $20,000 each, the liabilities will be in-
creased by $60,000,000. Each year the interest on this amount will be paid so the
added liability will remain on the books at the level of the original added cost.
Until 1980, the amount will grow slightly since full interest is not paid until after
1979.

Sincerely yours,
ROBERT E. HAMPTON,

Chairman.
By JAYNE B. SPAIN,

Acting Chairman.

COMPTROLLER GENERAL OF THE UNITED STATES,
Washington, D.C., July 28, 1971.

Hon. THADDEUS J. DULSKI,
Chairman, Committee on Post Office and Civil Service,
House of Representatives, Washington, D.C.
DEAR Mn. CHAIRMAN: This refers to your letter of June 9, 1971, by which you

have requested our comments on two questions raised by the President of the Na-
tional Association of Letter Carriers, Mr. James H. Rademacher, concerning the
retirement bonus for postal employees recently announced by the Postmaster
General.
The Postmaster General's memorandum of May 13, 1971, a copy of which is

enclosed, indicates that the Postal Service will give each eligible headquarters or
regional employee who retires between May 16 and June 15, 1971, a bonus equal
to six months pay, payable on January 1, 1972. Mr. Rademacher in his letter of
May 28, 1971, to you, points out that this bonus is extended to a limited number
of postal employees and that in his opinion this is unfair to the many retiring em-
ployees to whom the bonus was not made available. He makes the additional point
that at the time the bonus was declared the Postal Service had not fully come into
existence. He, therefore, inquires as to the authority by which the Post Office
Department has declared such a bonus and asks whether this policy is in violation
of the laws and regulations of the Civil Service Commission.
As is suggested by Mr. Rademacher, at the time the bonus was declared certain

provisions of the Postal Reorganization Act had not become effective. Section
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15(a) of the act (Public Law 91-375) establishes the date of enactment as the
effective date of certain specified sections, and then provides as follows:
"* * * Except as otherwise provided in this Act, the other provisions of this

Act shall become effective within 1 year after the enactment of this Act on the
date or dates established therefor by the Board of Governors and published by it
in the Federal Register. * * *"
By Resolution No. 71-9, adopted by the Board of Governors on January 13,

1971, and published in the Federal Register on January 16, 1971 (Vol. 36, No. 11)
July 1, 1971, was established as the date upon which the Postal Service shall
commence operations, further constituting the effective date of all provisions of
the act not made effective on an earlier date. Resolution No. 71-8, adopted
by the Board of Governors and published on the same date as above, established
January 20, 1971, as the effective date of section 1003 of title 39, United
States Code, as contained in section 2 of the act. That provision of the code
entitled "Employment Policy" provides in paragraph (a) as follows:
"Except as provided under chapters 2 and 12 of this title or other provision

of law, the Postal Service shall classify and fix the compensation and benefits
of all officers and employees in the Postal Service. It shall be the policy of the
Postal Service to maintain compensation and 'benefits for all officers and
employees on a standard of comparability to the compensation and benefits
paid for comparable levels of work in the private sector of the economy. * * *"

Section 401(2) of title 39, which became effective on the date of enactment of
the act, grants the Postal Service the general power to "adopt, amend, and
repeal such rules and regulations as it deems necessary to accomplish the
objectives of this title." Also, section 101(c) of title 39 provides as follows:
"(c) As an employer, the Postal Service shall achieve and maintain com-

pensation for its officers and employees comparable to the rates and types of com-
pensation paid in the private sector of the economy of the United States. It
shall place particular emphasis upon opportunities for career advancements
of all officers and employees and the achievement of worthwhile and satisfying
careers in the service of the United States."

Reference appears throughout the various sections of the amended title 39
to compensation of officers and employees of the new Postal Service in terms of
something more than salary alone. Section 1005(b) distinguishes basic pay
from "any allowance or benefit," and section 1005(f) refers to "fringe benefits."
All the above provisions constitute broad authority to establish a system of
compensation and benefits appropriate to carry out the responsibilities of the
new Postal Service and would further appear to evidence a presumption on
the part of Congress that the system established might incorporate types of
compensation and incentives for which there is no current precedent within
the Federal civil service.
In view of this broad grant of authority, we cannot find that the retirement

bonus declared by the Postmaster General is either illegal or beyond the scope
of his authority under the act. With regard to Mr. Rademacher's objection that
the limitation of the offer of the bonus to regional and headquarters employees
is inequitable, we understand that the basis for so differentiating between those
employees and other employees is the fact that the reorganization to effect
the new Postal Service would have required substantial reductions in force only
at headquarters and regional levels. The bonus was intended to induce those
employees eligible to retire to do so in order to avoid the elimination of posi-
tions of newer employees, rather than those employees with greater seniority,
which is often the consequence of a reduction in force. In view of the broad
grant of authority to fix compensation and benefits, the express purpose for
that authority being to place particular emphasis on opportunities for career
advancement, we are unable to find that the exclusion from eligibility for the
bonus of employees not at regional or headquarters levels is improper.
Further, we find nothing in applicable provisions of the civil service retire-

ment laws or regulations which would preclude the payment of the bonus as
proposed.

Sincerely yours,
ELMER B. STAATS,

Comptroller General of the United states.
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Mr. WALDIE. I am sorry we are so late in the hearing. We do have
two more witnesses.

Gentlemen, I will be back to continue the hearing if you will just be
patient.
(Whereupon, a brief recess was taken.)
Mr. WALDIE. The subcommittee will come to order.
Our next witness will be Mr. James LaPenta, Director, Federal

Public Employees Division of the Laborers' International Union.

STATEMENT OF JAMES LaPENTA, DIRECTOR, FEDERAL PUBLIC
EMPLOYEES DIVISION OF THE LABORERS' INTERNATIONAL
UNION

Mr. LAPENTA. Mr. Chairman, my name is James LaPenta. I am the
director of the Federal Public Employees Division of the Laborers'
International Union. I am here on behalf of the Mail Handler's Divi-
sion of the Laborers' International Union which has national exclu-
sive recognition for the some 47,000 mail handlers in the Postal Serv-
ice. I would like permission to submit a written statement for the record.
Mr. WALDIE. Yes, you may do that.
Mr. LAPENTA. Therefore, today, I will be very brief and speak to

you extemporaneously and provide that written statement. First of all,
Mr. Chairman, I would like to commend you for holding these hear-
ings. Your hearing uncovers, in my estimation, the hyprocrisy of a
campaign before the Congress, and particularly before this committee
against postal workers and postal unions.
This campaign made it appear that the unions and these postal

workers are really arrogant saboteurs of the Postal Reorganization
Act, that they want the best of all worlds, of collective bargaining and
the alleged congressional largess in this fringe benefit area as it re-
lates to retirement, health, and life insurance benefits.
In actuality, in my opinion, the Postal Service has been thumbing

their nose at the Congress and at the Postal Reorganization Act. As
Al Smith said, let's look at the record. In. previous presentation, for
example, in just this area alone, the Postal Service is vigorously op-
posed to coming under provisions of paying the unfunded liability
that would be due whenever they -changed the pay schedule, whether
that is a negotiated pay schedule or not, and you know the liability in
that respect.
For every $2 of pay increase, the unfunded or the liability against

the Retirement Fund increases about $1, and they have vigorously
tried to get out from under that particular requirement.
Second, they admitted today, for example, that they want a further

double dip into the fund. You heard the testimony about what they
intended to do insofar as reemployed annuitants were concerned, and
to me that amounts to a double dip—going back and once again hit-
ting that fund and not paying for it.

Let's for a minute, if I may, open up the umbrella which has cov-
ered them as they have taken the so-called right to management ac-
tions since the initiation of the Postal Reorganization Act. I want to
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touch briefly on the freeze, on the discontinued service annuity, and
on the RIF proposals which, conversely to what was said here-today
by Mr. Gayle, I do not think there is any question in the Postmaster
General's statement that he intends to go into a RIF.
In fact, he said that he would be in a RIF right now if certain

conditions didn't exist so we know that is the next step—the freeze,
the discontinued service annuity, the informal reduction in force
which they are trying to put into effect by using the device of the
freeze, and the discontinued service annuity, followed by the RIF,
if this does not come about.
They do all of this under this guise of right to manage. I want

to point out a couple of things for the record which I have stated in
appearances before other committees about the so-called right to
manage.
I want to make it perfectly clear that our union, as we have done in

other instances, we are not coming back to Congress and asking Con-
gress to interfere with the collective-bargaining process. We are not
coming back to Congress and asking Congress to come back and to
exercise congressional oversight into the day-by-day activities of the
operation of the Postal Service, which happens to be the thing that was
done some time in the past, and this was one of the principal reasons
for the enactment of the Postal Reorganization Act.
But, we are saying to the Congress, vigorously exercise your over-

sight over the Postal Reorganization Act. It would be unrealistic
to expect that some of the things that they are required to do under
the Reorganization Act can be put into effect instaneously. They can-
not put the new plant and the new equipment they cannot go out and
raise the capital funds and overnight provide that new plant and that
new equipment in order to run the Postal Service more efficiently.
So, therefore, they are going to have to continue operating the serv-

ice as a labor intensive enterprise, and not one which is going to have
the benefits of a new plant and new equipment and new technology and
automation and so forth.
But, you certainly can look at their right to manage. In my previous

testimony before other committees, I put for example on the record
their own National Service Index which shows that the Postal Service,
from the receipt of the mail from the collection process to the delivery
process, the way they measure this, that since 1969, it is worse than
it was at that particular time, and it is worse than it was 10 years ago.
So, I think we have got to look at the practices that they are using

in terms of managing this new Postal Service. I think we can ques-
tion their right to manage in terms of the deal they made with the
Corps of Engineers. I think that was a questionable right to manage
practice the way they went about that, and certainly whether or not

. that is going to give us the new plant that we need by using the Corps
of Engineers should certainly be a subject of inquiry by the Congress.
I think that there should be more inquiry into whether that is going

to provide them with the plant and equipment that they need. Look
at the gag order that they put into effect. To me, that is a questionable
management exercise if they are really sincere in managing this labor
intensive organization.
I think that is a counterproductive management practice that they

have employed.
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Look at what they did when they went to the money market for the
first time when they went out and they borrowed that money, and then
turned around and invested that money, and in that transaction, they
actually lost some $30 million to $35 million.
Look at the carrot-and-stick approach that they used with their top

management and middle management employees when they forced
them to retire last year. In that instance, as my other colleagues have
said, they gave them a little bit more than their ordinary rank-and-
file postal worker today, but that aside, it still was not, in my opinion,
a very desirable management practice, and it has created some havoc
which they have not yet been able to repair because unfortunately,
while using that device, they got a lot of knowledgeable people out
of the Postal Service, a lot of middle managers who did know some-
thing about moving the mail, and by this large scale method that they
used in forcing them out of the Service, they found themselves short.
You brought that up today when you tried to open up that line of

questioning and asked them didn't they have to go back and then
reemploy people after they forced them out. The fact of the matter,
as you well know, they did have to go back and reemploy some of the
people that they had forced out.
So, there are a number of management situations that they put into

effect since the Postal Reorganization Act, which I feel needs very
vigorous exploring on the part of the committee in order to protect
the postal patron and the postal worker and the Congress, who does
have the obligation to oversee how the new Postal Reorganization Act
is supposed to work.
For example, getting back to the freeze and the discontinued service

annuity, the freeze is supposed to save $450 million in accordance with
the Postmaster General's own testimony. The discontinued service
annuity, while it is hard to pin a figure on this, I calculate that if they
get anywhere near what they think that they want to get out of this
program, somewhere in the neighborhood of 50,000 or 60,000 people
to retire, my calculation on that comes to about $1,250 million. So,
$1,250 million plus the $450 milion, you are talking in that neighbor-
hood of over $1,600 million.
Now, it seems to me again it is the Congress responsibility to make

sure dat if any of these kinds of savings are effected, that both the
postal patron and the postal worker ought to share in some part of
this saving. That is what the Postal Reorganization Act says. It is
not working that way.
Through the collective bargaining process, we are supposed to be

able to bargain collectively with the Postal Service so that they can
share with postal workers some of these benefits.
Through the Postal Rate Commission, the postal patron is supposed

to be protected, but that is not the case either, because to the contrary,
the Postal Rate Commission cannot be an adversary against the U.S.
Postal Service as the legislation is currently constructed.
All they can merely do is to kind of oversee again the rate struc-

ture, and that which goes into the making of a new rate
' 

but they
cannot be an adversary against the Postal Service in order to protect
the postal patron.
So, what in effect we are saying to you is that the Congress needs to

make certain that in exercising these rights of management, which
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they have said under the Postal Reorganization Act this has fallen to
them to exercise, that the savings just don't go into the pockets of
management; that in accordance with the Postal Reorganization Act,
through the collective bargaining process, through the Rate Commis-
sion, et cetera, that in the efficient operation and management of the
Postal Service, if they are carrying out the spirit and the letter of the
law, that these other two groups share also in the good management
that is supposed to be the result of the Postal Reorganization Act.
Mr. WALDIE. Mr. LaPenta, I do not want to cut you short, but I do

not want to get caught in another tally vote.
Mr. LAPENTA. I am finished.
Mr. WALDIE. Why don't you stay there, and we will have Mr.

White come up and we might ask some joint questions.
Mr. White, why don't you join us here.
I presume you have a statement that you will present to the sub-

committee.

STATEMENT OF JOHN W. WHITE, NATIONAL ALLIANCE OF
POSTAL AND FEDERAL EMPLOYEES

Mr. WHITE. Yes; my name is John W. White of the National
Alliance of Postal and Federal Employees.
It came to my attention yesterday that our national president,

Robert White, who had hoped to appear, was out of town. Mr. Chair-
man, the few months that I have been in Washington, because I have
been in Baltimore, I have had an opportunity to learn a lot and I
have admired the manner in which you conducted your hearings.
We are an independent union, industrial in nature. You are no

doubt aware of our fight for survival and we are in a titantic struggle
with the seven inclusive unions fighting for survival and we are crit-
ical of some of the things which have occurred. Just about every time
this organization has appeared since the change in administration at
our national level, we have commented on the fight in which we are
engaged.
We are the sole spokesmen from an organizational point of view for

black employees, females, and some other minorities in the whole
Federal Government. We appreciate the so-called umbrella, if you
wish to call it that, because of the action of other unions. They ad-
dressed themselves to very vital problems which have been discussed
here today, but it has continued to be necessary for us to point out the
inequities which are heaped upon black employees and females and
others.
The current crisis is no exception when you witness the fight that

is developing in what has been discussed here today, and then you
look to the other side, a part of the total picture of reduction in force.
The brunt of the burden is on black employees.

Recently looking over the figures in the Postal Service between
November of 1970 and May of 1971, it is noted that there was a de-
crease in the Postal Service work population by 10,000. A total of
10,000 people less. Out of that 10,000 less, and these are civil service
figures 6,000 of the 10,000 employees who went off the roll were blacks,
were Negroes—not mixed with other minorities, Negroes.
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So that the part which has not been commented on today prior to my
getting up here is what adverse effect beyond that which is heaped
upon just general employees are being felt by our members. I wish
to bring that to your attention.
Of course, we as a union have represented our members in all

crafts and all agencies, and we pride ourselves on understanding all
problems which are related to employee-management relations, what-
ever it is.
Whether it is a grievance or whatever it is, we are familiar with

it and we represent our members completely and fully.
I would like to have an opportunity to present a written statement

to the committee. I appreciate the opportunity, Mr. Chairman, to just
let you know that we support what you and your committee are do-
ing; we are on your side. We were there when you offered the amend-
ment successfully in the House to include postal employees and which
was knocked out apparently in the Senate committee and the fights
which you have lead, but at the same time we face the future with a
certain amount of uncertainty.
It is good seeing, Mr. LaPenta again, I knew him when he was

with management after he came down with Mr. Kennedy, he came
into town a few years back.
The exclusive unions are so busy fighting us or dealing with general

problems that the problems of some of the mere individuals go un-
heeded. This may not be intentional, but we willingly come to grips
with these employee problems no matter how minute they may appear
from the point of view those who have negotiated a contract. They
say, to them "We got you a raise", but they don't perhaps listen enough
to the people problems which are vital to those adversely affected.
So to shorten it, I appreciate the opportunity to say one or two

words and I know President Robert White will be glad that I had this
opportunity.
Mr. WALDIE. Thank you, Mr. White. We are glad that you were

here.
I am aware of the problems that the alliance addresses itself to

most generally and I am sympathetic with the effort to find solutions.
I am equally perplexed by the way those solutions can be best accom-
plished.
I have always supported the alliance as an extremely worthwhile

employees' organization. I like the objectives I recognized its ability
to offer employees in the service a different approach to some of
their problems than the other unions are able to do.
I don't know how that is going to work itself out but at least we know

in contracts that the alliance has had with this committee there has
been a most satisfactory contact. I appreciate your being here today.
Mr. LaPenta, your remarks I thought were very, very provocative. I

gather you would concur then with the statement that Mr. Rademacher
made, I believe, and maybe Mr. Filby, I don't recall which, that there
still is a necessity at least of keeping a congressional string whether
it be through oversight or some other process upon the operation of
the postal service.
I gather you believe that the way to do that most productively at

this stage is through oversight function.
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Mr. LAPENTA. Yes, I do. Contrary to what some might think, I don'tthink there are enough hearings being held to review the right tomanagement actions of the United States Postal Service.
We, for example, have filed national grievances alleging a violationof the working agreement, not only the taking of unilateral actionwhich Mr. Filbey talked about, but other articles in that agreement asit relates to both the freeze and the discontinued service annuity.
We are in the process of exploring, too, whether or not we shouldfurther file an unfair labor practice. The trouble with that is with the

current makeup of the National Labor Relations Board, and you
know what I am speaking about.
Mr. WALDIE. I do.
Mr. LAPENTA. They have introduced a new policy called the col-

lierizing of cases which means you have to go and exhaust your rem-
edies which would mean you go through what your collective bargain-
ing agreements provide before you can go that route, and that is not
a sufficient remedy for us to really meet this amount or anywhere near
an equal basis, but be that as it may, we have filed these two national
grievances and we will take them to arbitration.
Mr. WALDIE. Can you ideally or can you practically eliminate the

necessity of strong congressional intervention, whether it be by over-
sight or some other manner, in terms of misuse of management prerog-
atives by the collective bargaining agreement.
Mr. LAPENTA. NO, you cannot.
Mr. WALDIE. Is the reason you cannot do that, you do not have the

right to strike?
Mr. LAPENTA. In my opinion, that is correct. And until we get the

right to strike, we will have to come to Congress to plead our case.
Mr. WALDLE. In essence, because you don't have a bill to compel

proper attention to your demands from management, which would
mean a certain ascribing to management's prerogatives, you have to
come to Congress to get that sort of attention.
Mr. LAPENTA. That is correct.
Mr. WALDIE. If you had the right to strike, I for one would cut the

umbilical cord completely.
Mr. LAPENTA. And I would concur with that thinking also. I have

suggested that perhaps we might start down this avenue by providing
for a limited right to strike. Again, in appearances before Congress,
I pointed to the Canadian statute where they have an option before
they go to collective bargaining to choose whether to go to arbitration
or right-to-strike. Once they select their particular option, that is the
track that they travel.
Mr. WALDIE. They could travel either track there at the employee's

option solely.
Mr. LAPENTA. At the union's option, yes.

. Mr. WALDIE. It does not require a managerial approval of that.
Mr. LAPENTA. That is correct.
Mr. Chairman, one other thing. You had a lot of dialog today

about this retention of rights and whether or not they were waived.
I concur with your line of questioning there. In my opinion they are
not only asking them to waive their rights either retroactively or
prospectively, but both.
Mr. WALDIE. I think so too but I would hope that this record at least

eliminates that contention.
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Mr. LAPENTA. I can give you one example today or I can hold it and
put it in the record. I am thinking about the back pay case which
amounts to about $55 million related to the administrative work week
and. that situation there provided that after January the collective
bargaining contract would be the device and the grievance would
be the device by which postal employees could recoop or get the back
pay that they were entitled to as a result of the mismanagement of
Public Law 89-301.
When and if they resign from the Postal Service, how can they take

up a grievance? They can't. So again your line of questioning this
morning along that score, I think was particularly apropos.
Mr. WALDIE. The purpose of that line of questioning was essentially

to establish a record that the Civil Service Commission at least inter-
prets that waiver as having no more force or effect than a statement by
the fellow that he realizes that if he didn't want to resign, he would
not have to and that is nonsense.
But if that record holds up, he has not waived any other rights what-

soever. All other rights that might be in existence remain in existence
now. If I understand that record, the Civil Service Commission is the
one that I presume will speak for them, interpret what that constitutes.
I am personally convinced that is not what the Postal Service in-

tended, they intended far more than that. Rather than an indication
of noncoercion, that seems to me to be the most coercive line in that
entire document.

Gentlemen, I do appreciate it. We hit it right on the nose. I am sorry
we had to work so long this afternoon.
Mr. LAPENTA. Thank you very much, Mr. Chairman, for the op-

portunity to appear before your committee.
Mr. WALDIE. Thank you.
(Whereupon, at 3:50 p.m., the subcommittee adjourned, subject

to call of the Chair.)
(The prepared statement submitted by Mr. LaPenta, subsequent to

the hearing, follows:)

STATEMENT OF JAMES J. LAPENTA, DIRECTOR, FEDERAL-PUBLIC SERVICE EMPLOYEES
DIVISION, LABORERS' INTERNATIONAL UNION

I speak for the Mail Handlers Division of Laborers' International Union of
North America, AFL-CIO.
The Mail Handlers Union commends the Chairman for holding these hearings.

The hearings uncover the hypocrisy of a campaign before the Congress and be-
fore the Committee against postal workers and postal unions.
The campaign makes it appear the postal unions and postal workers are arro-

gant saboteurs of the Postal Reorganization Act. It wrongly portrays them as
wanting the best of both worlds—of collective bargaining and alleged Congres-
sional largesse in the fringe benefit area of retirement, health and life insurance.
In actuality it is the U.S. Postal Service which is seeking to go around the

collective bargaining process and deny postal workers the right to share with
management any savings afforded by the Discontinued Service Annuity program
and the "Freeze" on new hiring.
The programs according to the U.S. Postal Service figures are saving in the

neighborhood of $1,250,000,000 and $450,090,000 respectively for a total of
$1,700,000,000. The U.S. Postal Service has denied the postal unions and the
postal workers the right to negotiate over the sharing of these savings, and have
unilaterally put into effect these programs.
The unions have filed National Grievances charging violations of the National

Working Agreement and have demanded that postal management sit down and
negotiate, in addition to the early retirement benefits, other matters such as the
exension of the 4.8% cost of living benefit to go along with the early retirement
annuity and a cash bonus as was given to postal management in 1971 when the
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Postal Service first put the early retirement program into force and effect with
those non-bargaining unit management employees.
In actuality, this remedy and the ultimate arbitration of the matter is so slow

a process as to make its results ineffective.
Therefore, our union wholeheartedly endorses and supports our sister union,

the National Association of Letter Carriers, asking Congress to pass H.R. 7647
sponsored by Congressman Brasco of New York that would permit retirement
following 20 years of service with an annuity based on 21/2% of the high three-
year average pay times total service.
Our union requests that the Chairman weigh the actions of the U.S. Postal

Service described above with their record as regards retirement funding and
that the Chairman then decide who really is seeking the best of both worlds.
In previous testimony before the House Post Office and Civil Service Commit-

tee the U.S. Postal Service vigorously opposed coming under a provision of paying
for liabilities—unfunded liabilities when new pay rates are established either
unilaterally or via the collective bargaining process.
As the Chairman knows, for every $2 of pay increase the unfunded liability of

the retirement fund is increased by $1.
Secondly, in testimony before this Committee they admit they really are double

dipping into the retirement fund by a proposed scheme of re-employing an an-
nuitant and paying him his annuity plus his regular salary schedule.
Our union, in appearances before other committees of the House Post Office and

Civil Service Committee has stated, and repeats here, that we are not after the
committee to interfere in the collective bargaining process or to get back into
the business of managing the day by day operations of the Postal Service.
This union has also stated that many of the provisions of the Postal Reorgani-

zation Act cannot be implemented overnight. You cannot change the Postal Serv-
ice overnight from a labor-intensive organization to one that operates via automa-
tion and mechanization.
However, we have said, and also repeat here, that the record of the "Right To

Manage" that has been given to the Postal Service by the Postal Reorganiza-
tion Act can come under the close scrutiny and oversite of the Congress, par-
ticularly, the House Post Office and Civil Service Committee and its subcommit-
tees, and we have listed a number of questionable practices in exercising this
"Right To Manage". To mention a few, and by no means all inclusive:
In the transition period from a labor-intensive enterprise to an automated-

mechanized one all of these "Right To Manage" decisions, if examined closely,
will be seen in their true light as political decisions rather than management op-
erating decisions, and have contributed to a deterioration of Postal Service.
The "Freeze" and the Discontinued Service Annuity Program are the out-

standing examples which are designed to drastically reduce the number of
people in the labor-intensive enterprise and consequently will leave the Postal
Service short of the qualified manpower needed to do the job during the transi-
tion period.

(1) The use of the Oorps of Engineers—the Building Program.
(2) The manner in which they handled the first Postal Bond issue and

are losing in the neighorhood of $30,000,000 as a result.
(3) The carrot and stick approach they used in forcing a number of mid-

dle management people out of the service in 1971 which forced them then
to re-hire some of these employees, cashiered, so to speak, and the resultant
disruption of service that this wholesale shotgun approach to getting rid of
employees precipitated.
(4) The hiring "Freeze" which while it may make management look good

on the budget sheet and allow them to play politics by alleging the $450,-
000,000 saved will stop another postal rate increase this year has actually,
because the U. S. Postal Service is labor-intensive, forced a curtai ment or
a reduction in mail srevice—on that score the record is perfectly cl ar.
(5) The Diseonctinued Service Annuity Prozram, while suppose ly sav-

ing anywhere from $1,250,000,000 to $2,000,000,000 again is at the ex ense of
mail service and the equity that they should be contributing to the u unded
liability of the retirement fund and not obligate other Federal Agen ies to
piggy-back the U. S. Postal Service in this regard.

Finally. Mr. Chairman, by the re-institution of the Gag Rule which prohibits
postal employees from contacting Congress, the Postal Service is thumbing their
noses at the Committee an saying that an avenue of information by which \Con-

and perhaps even illegally by this arrogant action of the Postal Service.
gress can exercise more fully its oversite prerogative is being closed arbitrt\rily
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