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TREASURY, POSTAL SERVICE, AND GENERAL

GOVERNMENT APPROPRIATIONS FOR FISCAL

YEAR 1977
WEDNESDAY, FEBRUARY 4, 1975.

U.S. POSTAL SERVICE

WITNESSES

BENJAMIN F. BAILAR. POSTMASTER GENERAL

WILLIAM F. BOLGER, DEPUTY POSTMASTER GENERAL

JAMES V. P. CONWAY, SENIOR ASSISTANT POSTMASTER GENERAL,

EMPLOYEE AND LABOR RELATIONS

E. V. DORSEY, SENIOR ASSISTANT POSTMASTER GENERAL, OPERA-

TIONS

J. T. ELLINGTON, SENIOR ASSISTANT POSTMASTER GENERAL, AD-

MINISTRATION

RICHARD F. GOULD, SENIOR ASSISTANT POSTMASTER GENERAL,

FINANCE

LOUIS COX, GENERAL COUNSEL

JOHN GENTILE, ASSISTANT POSTMASTER GENERAL FOR FINANCE

RALPH L. OSBORNE, CONTROLLER

ALFRED C. BIGUM, GENERAL MANAGER, BUDGET DIVISION

Mr. STEED. The committee will be in order.
The committee is in session today to take up the budget request

of the U.S. Postal Service for fiscal year 1977. The budget ap-
propriated for fiscal 1976 consisted of $1,587,185,000, plus a

requested program supplemental of $102,642,000, bringing the 1976

total to $1,689,827,000.
The request for 1977 is $1,458,804,000, a decrease from 1976

of $231,023,000.
In addition to the sums just cited contained in the President's budget

request, we want to take note of the U.S. Postal Service budget

request which included the regular appropriation in the amount of

$1,587,185,000, and their program supplemental request was

$121,231,000, which would have brought the 1976 total to

$1,708,416,000.
Their budget estimate for the fiscal year 1977 is $1,766,170,000,

an increase over 1976 on their figures of $57,754,000.
I think we need to keep these two items in mind because this

measures the point of disagreement as to what the entitlements of

the Postal Service from direct appropriations consist of under existing

law.

(1)
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General, we would like to have your opening statement on these
items.
Mr. BAILAR. Mr. Chairman, with your permission, I would like to

submit my statement for the record and summarize some parts of
it briefly, or I can read the whole thing if you prefer.
Mr. STEED. That would be fine. We will make it part of the record.
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STATEMENT OF BENJAMIN F. BAILAR, POSTMASTER GENERAL,

BEFORE THE SUBCOMMITTEE ON TREASURY,

POSTAL SERVICE, AND GENERAL GOVERNMENT

OF THE HOUSE COMMITTEE ON APPROPRLATIONS

February 4, 1976

Mr. Chairman and Members of the Subcommittee, I appreciate

this opportunity to discuss with you our appropriations request of

FY 1977, as well as a nurnber of issues of great importance to the

Postal Service.

As you know, the Postal Service is confronting severe financial

pressures, the result of economic conditions which were unexpected

a few years ago. We have been able to ameliorate our condition to some

degree by increasing postal rates, and by reducing our expenses. How-

ever, the types of problems we have faced are not going to disappear.

Inflation, rising costs, and decreasing mail volume are likely to be

with us for years to come. Increasingly, it is becoming obvious that

we must slacken the pace of postal rate increases. The alternative is to

step into a vicious cycle of rate increases to compensate for volume losses

brought on by the previous round of rate increases.

Moreover, in light of the pressures of developing technology, the

growth of alternative delivery systems, and the costs of labor and

transportation, it is time for all concerned to take a hard look at the future

of' our nation's mail system. It is time to sort out postal needs from

postal traditions, to project the realistic costs of those needs, and to

determine which specific costs should be paid by the general public, rather

than by the users of the mail.



4

In response to this situation, I recently recomrnended to the

appropriate Senate Comrnittee the enactment of emergency posta.1 legis-

lation. This legislation would have two essential components—the creation

of a group to study issues related to postal services, costs, and funding,

and the authorization of appropriations to assure adequate postal

financing for the life of the study group.

Before I discuss our financial picture in greater detail, I want to

put our problems in perspective by mentioning some of the things that

have been going right. First on this list is the recent conclusion of perhaps

the smoothest Christrnas mailing season ever. Levels of service during

Christmas 1975 were substantially higher than ever before. Moreover,

although our preliminary data indicate that mail volume for the accounting

period that includes Christmas was higher than in the previous year

(probably due to a volume surge anticipating the post-Christmas rate

increases), the increased volume was handled with 3.2% fewer work hours.

A second success was the signing of a collective bargaining agreement

in 1975 covering nearly 600,000 postal employees. The moderate

provisions of this agreement, which provides for increases in base pay

averaging less than 4°,70 per year over the next three years, plus reasonable

cost-of-living adjustments, promise to establish a more stable basis for

postal labor costs.
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I also want to mention our steady progress toward many of the

importa.nt objectives of postal reorganization. The Postal Service is

free of patronage, and postal decisions are made without partisan influence.

Increased mechanization and efficiency enable us to move more mail

with fewer people than before postal reform. We have vastly improved

the working conditions, as well as the pay, of postal employees. Finally,

our performance record for the delivery of mail on time continues

to improve.

Unfortunately, our financial posture has not been an equal source of

pride. In FY 1974 we experienced a net loss of $438 million. In FY 1975

our total income, including appropriations, fell $989 million short of

covering expenses. Today, just past the halfway point of FY 1976, we

have already added another $1.1 billion to our deficit. Ln the months

before the effective date of our new rates, our deficit had been growing

at a rate of approximately $200 million a month. We expect the rate

increase, now under challenge in the courts, to enable us to cover our

costs in the second half of FY 1976. However, as reported in the President's

budget, we are projecting an estimated deficit of $1.5 billion for this year.

This includes an allowance of $547 million for contingencies, about 4%

of our operating costs, in accordance with 39 U.S. C. §§2009 and 3621.

As a result of these losses, at the end of this fiscal year, our

accumulated deficit will total about $3 billion. We have more than

exhausted our equity. Our equity, which stood at $1.7 billion at the start
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of FY 1972, will sink to a negative $1.3 billion at the end of this

fiscal year. In practical terms, we may be forced to borrow to meet

our payroll before the end of the fiscal year.

Unfortunately, the basic causes of this grave financial situation have

been beyond our control.

One major factor has been the breakdown in the ratemaking process

established u.nder the Postal Reorganization Act. In September, 1973,

the Postal Service filed its application for a 10-cent first-class stamp.

Had this rate been approved in a reasonable time, we would have been

able to obtain a 13-cent first-class stamp when it was needed--in

July, 1975. Instead, we were forced to wait for this essential increase

until late December. Had we been able to obtain a 13-cent stamp last

July, we would not have the better-than-a-billion-dollar deficit we

have already accrued this year.

The economic pressures behind postal rate increases are clear. The

increased cost of energy has hastened the rise of postal costs. Mean-

while, inflation has eroded the real value of our public service appropriation,

fixed at $920 million per year. Incidentally, total appropriations to the

Postal Service for FY 1975 came to about $1.53 billion, less than 12%

of the cost of running the postal system. In contrast, in FY 1971, the

last year of the old Post Office Department, Congress pumped almost

$2.2 billion into the postal system, over 24% of its costs.
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Moreover, the Postal Service incurs substantial liabilities of a

kind not imposed on the former Post Office Department, or for that matter,

on other Government departments. Nevertheless, these liabilities

properly reflect real operating costs that should not be ignored.

For example, the law now requires us to meet the unfunded liability

of the Civil Service Retirement Fund due to postal wage increases.

Assuming recent wage trends continue, this item will reach nearly

$650 million a year by 1980, which means that first-class postage

rates will have to be nearly one cent higher just to cover this cost alone.

However, the largest component of Postal Service costs by far

is the cost of labor, which is over 85% of our operating budget. In

this connection, I should mention that a significant part of our labor

cost increase over the past 6 years is directly attributable to the mandate

of postal reorganization for a long-overdue upgrading of postal wages.

We have achieved this goal, and will not have to incur this kind of expense

in the future.

To put our problems in perspective, I should point out that we are

not alone in this crisis. The postal systems of every major industrialized

nation are facing problems similar to, or worse than, our own. We

have all heard about postal chaos in Italy, labor problems in Spain,

where the government has drafted postal employees to keep the mails

moving, and the longest strike in Canadian postal history, whose national
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economic effects remain to be tallied. Prices, too, have skyrockeed

everywhere. In the United Kingdom letter postage rates have climbed

from the equivalent of less than two years ago, to now, with a

2K rate expected later this year. Customers in every industrialized

nation except Canada pay much more to send a letter than people in the

United States. In short, all the Western mail systems are facing

rising costs.

Inflation has taken a heavy toll, especially over the past two years.

Its impact is exacerbated by the new problem of declining mail volumes.

Increasingly, individuals and business mailers alike are less inclined to

carry the growing costs of the traditional postal system. Our customers

are curtailing their use of the mail, or turning to alternate, less expensive

means of communication. And as rates go higher, public resistance

grows firmer, and volume drops even more. It is a vicious circle.

Compounding this problem is the evidence that the daily delivery of

letter mail—a job the mail system has been performing for more than

200 years--is gradually being replaced by more advanced technology.

The telephone and direct exchange of information between computers are

siphoning off mail volume. Electronic funds transfer is beginning to

cut into first-class mail volume, over half of which today is proVided by

bills and payments. Indeed, technological changes may in the future

affect the way in which we conduct al] our communications.

In short, the implicit assumption behind the Postal Reorganization Act,

that mail volume would continue to increase indefinitely, enhancing the

cost benefits of increased mechanization, has become doubtful in light
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of recent events. Conceivably, the large-volume mailers who

generate most of today's revenues will find more econom
ical alternatives

to the Postal Service, particularly if our rates continu
e to rise. How-

ever, their abandonment of the system will not proport
ionally reduce

our costs. For example, the number of delivery po
ints will continue

to increase at the rate of about 2% a year, regardle
ss of volume.

Accordingly, the gap between costs and revenue wil
l continue to grow

as mail volume declines, placing an ever greater bu
rden on the

individual mailer.

In response to these adverse developments, the Pos
tal Service

has taken firm steps to increase productivity and to
 cut costs.

Because 85% of postal costs are labor-related, we hav
e focused

our attention on the more efficient use of persoruiel.
 In the past, every

percentage increase in mail volume required an equal
 or greater percenta.ge

increase in postal employment. For example, from
 FY 1965 to 1970,

mail volume increased 18%, and mail processing 
hours rose 22%. In con-

trast, in the five-year history of the Postal Service mail volurn
e has

increased 5%, but mail processing hours have decre
ased 8 %

Similarly, motorized delivery and improved method
s have allowed the

Postal Service to handle a 13% increase in delive
ry points over the past

five years, while reducing the number of carriers a
nd drivers by almost

5%. Ln contrast, between FY 1965 and FY 1970, the num
ber of carriers

and drivers increased 15%, while deliveries grew b
y only 12%.
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Looking at the total picture, in the five years preceding postal

reorganization (FY 1966-1970), total postal work years increased 14%.

In the five years since the Reorganization Act (FY 1971-1975), our work

years have decreased by about 30,000, or 4.2%. Ln this fiscal year,

we intend to reduce our work years by an additional 19,000.

We have put a number of productivity improvement programs

into motion, including the deployment of new mail processing equipment,

and the Letter Carrier Route Evaluation System, now in arbitration.

We have issued instructions to expedite the identification and reassignrnent

of excess craft employees, and to eliminate overtime except for critical

mail processing functions. We have limited hiring for permanent positions,

and tightened up considerably on the use of casual employees. Finally,

we have begun to identify which small post offices could be closed without

impairing service to their customers.

However, until we come to grips with long-range postal problems,

the short-term remedies we have applied will have little lasting effect.

The same is true of more drastic solutions, such as eliminating special

delivery service or six-day-a-week delivery.

While dealing with the immediate financial crisis, the Postal Service

must also pr( pare itself for a role in national life that could be very

different from what it was 20 years ago, or what it is today. Technology

has advanced so quickly, and the communications habits of the country

have changed so drastically, that our past assumptions regarding the

function and cost of mail service may soon be out of date.
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The basic questions involved in any long-term decision about the fut
ure

course of mail service require that a nurnber of basic public p
olicy

issues be addressed. There are two, in particular, that mu
st be con-

sidered.

First, is the present structure of traditional postal services

essential or even relevant to future national needs?

Second, who should pay for these services, and how shoul
d payment

be made?

If traditional postal services are essential to national needs
,

the Postal Service can continue to provide, and even ex
tend, these

services. However, it must be recognized that it will be
come increasingly

costly to provide these services, and that the added cos
ts may become

an anomaly in our scale of national priorities.

As an alternative to considering these issues, we could s
ubsidize

permanently the existing postal structure. However, the
 long-term costs

and other ramifications of this policy must also be care
fully weighed.

Maintaining the present system, at current prices, wou
ld require many

billions of dollars in subsidies over the next decade.

Accordingly, I have recommended the creation of a comrn
ission to

study the public service functions of the Postal Service, a
nd to recommend

solutions to the long-term questions posed by present eco
nomic and social

conditions. In addition, I have recommended the authorization of a
dditional
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temporary appropriations funding to finance postal services during the

life of the study commission. I am sure you will join us in following

closely the progress of this legislation.

Postal Service Appropriations Request 

With this background, I would now like to summarize our appro-

priations request for FY 1977. Our total request of $1, 766,170,000

is composed of three major components—transitional expenses, public

service costs, and revenue foregone on free or reduced rate mail. I

will briefly discuss each of these components.

Transitional Expenses - $54, 104, 000

These funds, authorized under 39 U. S. C. §2004, cover unfunded

liabilities of the former Post Office Departn-ient. These liabilities

include $23,104,000 due the Employees' Compensation Fund in Fy 1977

for injuries to postal employees which occurred before July 1, 1971,

and $31,000,000 to cover one-twelfth of the earned and unused annual

leave balance due postal employees on June 30, 1971.

Public Service Costs - $920,000, 000 

These funds, authorized under 39 U.S. C. §2401(b)(1)(A), reimburse

the Postal Service for public service costs incurred in providing a

"maximum degree of effective and regular postal service nationwide, in
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comrnunities cvhere post offices may not be deemed self-sustaining, as

elsewhere." Through FY 1979, this public service reimbursement

is fixed at 10% of the Post Office Department appropriation for FY 1971.

The statement of compliance with public service policy required by

39 U.S.C. §2401(b)(3) is attached to my statement.

Revenue Foregone - $792, 066, 000 

These funds, authorized u_nder 39 U.S.C. §2401(c), reimburse the

Postal Service for providing mail service to certain classes of mailers

at free or reduced rates. This reimbursement for lost revenue covers

the difference between the free or reduced rate and the full rate. Our

revenue foregone appropriations request is broken down into three parts:

(1) Continuing Appropriation - $314, 799, 000. This segment of

our request will cover the reduced rates provided to non-profit and other

preferential rate mailers, whose full rates under 39 U.S. C. §3626(1)

are to cover only attributable costs with no contribution toward institutional

costs. This provision involves no phasing, a.nd will continue each year,

based upon the volume of mail in these categories and the institutional

costs of the Postal Service.

(2) Phased Appropriation - $169, 901, 000. These funds will pay for

the annual phasing of rates to full levels originally authorized by the

Postal Reorganization Act. The original authorization provided reduced

rates to certain regular rate mailers for 5 years, and to certain non-profit

mailers for 10 years.

65-950 0 - 76 - 2
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(3)  Pub. L. No. 93 -328 Appropriation - $307,366,000. This

request will finance the extended phasing of rates for certain mailers

provided under Pub. L. No. 93-328. This law extended the phasing period

for certain regular rate mailers from 5 to 8 years, and for certain

non-profit mailers from 10 to 16 years. Phasing for regular rate third-

class mailers terminated in FY 1976. I have attached to my sta.tement

a chart that outlines, by class of mail, the impact of the extended

phasing to full rates authorized under Pub..L. No. 93-328.

President's Budget Position 

The appropriation we are requesting today differs from that set

forth in the President's budget. For your background, I would like to

comment briefly on these differences.

The President's budget excludes the amount of $307,366,000 required

in FY 1977 to finance the extended phasing authorized by Pub. L. No. 93-328.

The President also excluded funds for this purpose from his budget last

year. However, Congress appropriated the amounts required for the

extended phasing; and the Service put the lower rates into effect.

I want to emphasize that because Congress appropriated funds in

FY 1976 to finance extended phasing, mailers have been given every reason

to assurne that they will continue to have the time provided by Pub. L.

No. 93-328 to adjust their prices and business practices to compensate for

the payment of full postage rates. If the Congress appropriates the full

amount we have requested for this purpose in FY 1977, we will continue

with the extended phasing rate schedule. If we do not

receive this appropriation, we will have to charge the

affected mailers the full rates. The impact of a failure

of this appropriation would be severe. For example, regular

second-class rates could go up almost 70%. Other sub-classes

would face somewhat lesser increases.

This concludes my statement, Mr. Chairman. At this

time, I would be happy to answer your questions
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UNITED STATES POSTAL SERVICE 

COMPLIANCE STATEMENT 

The Postal Service is requesting that $920 million be appropriated for

Fiscal Year 1977 under 39 U.S. C. §2401(b). Subsection 2401(b)(3)

provides that the Postal Service in requesting appropriations for public

service costs, "shall present. . . a comprehensive staternent of its

compliance with the public service cost policy established under section 101(b)

of this title." Section 101(b) states that:

The Postal Service shall provide a maximum degree of effective

and regular postal service to rural areas, comrnu.nities, and

small towns where post offices are not self-sustaining. No

small post office shall be closed solely for operating at a

deficit, it being the specific intent of the Congress that effective

postal services be insured to residents of both urban and rural

communities.

The following sta.tistics on numbers of post offices and rural delivery

service indicate our plans for providing postal services to residents of

both urban and rural communities:

Number of Post Offices by Class--as of June 30 

1975
Actual

1976
EstimateV

1977
Estimatel/

First Classli 5,477 5,452 5,427

Second Classli 7,396 7,321 7,246

Third Class1/ 12,191 12,091 11,991

Fourth Class!' 5,690 5,440 5,190

TOTAL 30,754 30,304 29,854

Classified Stations

& Branches 3,993 4,043 4,093

Contract Stations

& Branches 3,808 3,858 3,908

Community Post

Offices 1,991 2,141 2,291

Rural Families Served

(millions) 13.4 13.6 14.0 '

Rural Routes as of

June 30 32,481 32,705 33,000

1/ Post offices are now classified according to revenue units, and the former

class designations 2.re obsolete. We have used the former terminology so

that the figures in this statement may be easily compared with those given in

previous years.
2/ These estimates are intended to reflect actions under revised criteria

issued Novernber 20, 1975. It is con.ceivable that. application of the new

criteria will cause the actual figures for FY 1976 & 1977 to vary from these

estimates. Attachment #1
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Discontinuance and Consolidation of Post Offices

On November 20, 1975. we issued revised criteria for the discontinuance
and consolidation of post offices.

Discontinuance of Post Offices 

The outright discontinuance of a post office will be considered when:

1. An equivalent or improved level of postal service can be provided
to the affected customers more efficiently by city, rural or star
route carrier.

2. Another post office, community post office, classified or contract
station or branch is located within a reasonable distance of the
post office to be discontinued, is easily accessible to the customers
affected and would provide an equivalent or improved level of
postal service.

3. A survey of the customers affected discloses that a majority of them
approve a change to city, rural or star route delivery.

4. Changing conditions related to the community, or to the staffing
or facilities of the post office, make it impractical to operate a
post office, and effective and regular postal services can otherwise
be provided to customers served by the post office.

Consolidation of Post Offices 

Consolidation of post offices resulting in the establishment of a community
post office, contract or classified station or branch will be considered
when one or more of the following conditions exist:

1. An equivalent or improved level of postal service can be provided
to the affected customers more efficiently.

2. The consolidation is necessary to establish or extend city, rural or
star route delivery service from another post office.

3. A majority of the customers have requested a change in the sta.tus
of the post office, either to obtain a change in mailing address or to
obtain city, rural or star route delivery service.
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4. Two or more post offices are located within the corporate limits
of an incorporated city or town.

5. The communities served by two or more post offices are being
merged into an incorporated city or town.

6. Changing conditions related to the community or to the staffing
or facilities of the post office make it impractical to operate a
post office.

In applying the above criteria for discontinuing or otherwise changing
the status of independent post offices, management considers the reasons
for the proposed change, the alternative service to be provided, a
comparison of costs involved in the proposed action, the reaction of
the communities affected, and the proposed placement of any employees,
including the postmaster, who may be displaced by the action. Manage-
ment will not approve the closing of small post offices solely for economic
reasons.

Window Service Policy 

Window services are provided on non-holiday weekdays at first-,
second-, and third-class post offices, including classified stations
and branches for eight and one-half hours or more unless otherwise
authorized by district managers or their designees. Window service
hours are scheduled during the most appropriate hours to meet the
requirements of local postal customers. Window service is provided
on Saturdays where there is a demonstrated need.

Window service operations are adjusted to provide full-window service
to meet the requirements of the community. Stations and branches
serving suburban comrnunities or large shopping centers provide late
evening service for the convenience of postal customers where such
service is needed and approved by district managers.

Main post offices, and other postal units located in business areas,
are normally open during the hours maintained by the local business
community. Stations and branches are not required to be open at the
same scheduled hours as the main office, but adjust hours of window
operations to best serve the needs of the customers in the areas where
they are located.
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Where installation criteria can be met, self-service centers or stamp

vending machines are in.stalled in lobbies to reduce window transactions

for vendable items, and for the convenience of postal customers when

window service is not available. Postmasters in_form postal customers

of the availability, locations, advantages and products available from

self-service vending equipment and encourage its use. Vending

equipment is available for customer use at all times the lobby is open.

Conclusion 

Plans for the current and upcoming fiscal years call for maintaining

and improving services available to all of our customers—whether in

urban. centers, rural areas, or small communities.



Z# 4uaunipv1-1-V 

C
a
t
e
g
o
r
y
 

P
r
e
f
e
r
e
n
t
i
a
l
-
r
a
t
e
 
m
a
i
l

U
.
 
S
.
 
P
O
S
T
A
L
 
S
E
R
V
I
C
E

R
e
v
e
n
u
e
 
F
o
r
g
o
n
e
 
A
p
p
r
o
p
r
i
a
t
i
o
n
s
,
 
F
Y
 
1
9
7
7
 
1
/

(
t
h
o
u
s
a
n
d
s
 
o
f
 
d
o
l
l
a
r
s
)

P
r
e
s
i
d
e
n
t
'
s
 

A
m
o
u
n
t
 
a
t
t
r
i
b
u
t
a
b
l
e
 

U
S
P
S

R
e
c
o
m
m
e
n
d
e
d
 

t
o
 
P
.
L
.
 
9
3
-
3
2
8
 
 

r
e
q
u
e
s
t

S
e
c
o
n
d
 
c
l
a
s
s

$
1
2
9
,
9
5
9

$
2
0
,
6
0
0

$
1
5
0
,
5
5
9

T
h
i
r
d
-
c
l
a
s
s
 
b
u
l
k

3
1
5
,
3
4
9

2
2
,
8
3
5

- 
3
3
8
,
1
8
4

F
o
u
r
t
h
 
c
l
a
s
s
 (
l
i
b
r
a
r
y
 
r
a
t
e
)

2
7
,
5
8
2

1
,
4
5
3

2
9
,
0
3
5

F
r
e
e
 
f
o
r
 
t
h
e
 
b
l
i
n
d

1
0
,
8
8
8

1
0
,
8
8
8

R
e
g
u
l
a
r
-
r
a
t
e
 
m
a
i
l

S
e
c
o
n
d
 
c
l
a
s
s

9
2
2

1
8
2
,
4
7
5

1
8
3
,
3
9
7

F
o
u
r
t
h
 
c
l
a
s
s
 (
s
p
e
c
i
a
l
 
r
a
t
e
)

6
4
,
8
8
9

6
4
,
8
8
9

C
o
n
t
r
o
l
l
e
d
 
c
i
r
c
u
l
a
t
i
o
n

1
5
,
1
1
4

1
5
,
1
1
4

$
4
8
4
,
7
0
0

$
3
0
7
,
3
6
6

$
7
9
2
,
0
6
6

1
/
 
I
n
c
l
u
d
e
s
 
n
e
t
 
e
f
f
e
c
t
 
o
f
 
r
a
t
e
s
 
f
i
n
a
l
l
y
 
a
d
o
p
t
e
d
 
i
n
 
D
o
c
k
e
t
 
R
7
4
-
1
 
a
n
d
 
U
S
P
S
-
p
r
o
p
o
s
e
d

r
a
t
e
s
 
i
n
 
P
R
C
 
D
o
c
k
e
t
 
R
7
6
-
1
.

‘1
:)



20

Mr. STEED. You may proceed with your summary.
Mr. BAILAR. Mr. Chairman, as you know, the Postal Service has

accomplished a great many things in the last few years. Recently
I think we have made some real headway in increasing postal produc-
tivity. We have signed a collective bargaining agreement which 1 think
is a good one and fair for postal employees. We had an exceptionally
good Christmas season, thanks, I think, largely to the efforts of postal
employees in the field and postal management in the field. The best
Christmas service that we have ever had; some substantial savings
realized in the use of overtime, things of that sort, steady progress
toward a lot of the goals proposed in the reorganization.

FINANCIAL DIFFICULTIES

Unfortunately, we have not had the same positive picture on the
financial front. We have had to cope with some inflationary pressures
that were not anticipated and with a very slow-acting Postal Rate
Commission which has prevented us from having the opportunity to
raise rates at the time when they were needed, the end result being
some very substantial losses and a deficit for the fiscal 1975 of $989
million. We expect the deficit for this year to be $1.5 billion.
As a result of all these losses, we have completely depleted the

Postal Service's equity, we now find ourselves in a deficit equity
position of $1.3 billion.
The economic forces involved here I think are pretty clear to all

of us, but they have taken a terrific toll on the Postal Service, much
as they have in all public agencies; New York City, school districts,
library districts, schools, universities. It has caused us a great many
problems which are not unique to the United States Postal Service.
They are certainly not unique to this country.
We have seen them reflected in Canada where they have had a

long postal strike; in the postal chaos in Italy, in Spain where they
drafted mail carriers, and in the United Kingdom where rates have
increased from less than nine cents two years ago to 17 cents currently
and are expected to go to 21 cents fairly soon.
These figures are equivalent to United States currency rates.

IMPACT OF TECHNOLOGY

Compounding our financial problems is the evidence that the daily
delivery of letter mail, a job that the mail system has been performing
for more than 200 years, is gradually being replaced by more advanced
technology.
The telephone and direct exchange of information between compu-

ters are siphoning off mail volume. Electronic funds transfer is
beginning to cut into first-class mail volume, over half of which today
is provided by bills and payments. Indeed, technological changes may
in the future affect the way in which we conduct all our communica-
tions.

I am sure this committee has had the opportunity, or will have
the opportunity, to talk with the Treasury Department about the elec-
tronic funds transfer in the direct deposit of Social Security checks.
Those things are progress, Mr. Chairman, and those of us in postal

management accept them as such, but the fact remains they cause
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us problems, because while our volume is going down, the number
of addresses we have to serve goes up.

I would like to talk specifically about our appropriation request,
Mr. Chairman, and then answer questions you and your colleagues
have on that request or on the operations of the Postal Service.

SUMMARY OF APPROPRIATIONS REQUEST

With the background I have just given you, I would now like to
summarize our appropriations request for fiscal year 1977. Our total
request of $1,766,170,000 is composed of three major components—
transitional expenses, public service costs, and revenue foregone on
free or reduced rate mail. I will briefly discuss each of these com-
ponents.

TRANSITIONAL EXPENSES-$54,104,000

These funds, authorized under 39 U.S.C. 2004, cover unfunded
liabilities of the former Post Office Department. These liabilities in-
clude $23,104,000 due the Employees' Compensation Fund in fiscal
year 1977 for injuries to postal employees which occurred before
July 1, 1971, ancl $31,000,000 to cover one-twelfth of the earned
and unused annual leave balance due postal employees on June 30,
1971.

PUBLIC SERVICE COSTS-$920,000,000

These funds, authorized under 39 U.S.C. 2401(b)(1)(A), reimburse
the Postal Service for public service costs incurred in providing a
"maximum degree of effective and regular postal service nationwide,
in communities where post offices may not be deemed self-sustaining,
as elsewhere."
Through fiscal year 1979, this public service reimbursement is fixed

at 10 percent of the Post Office Department appropriation for fiscal
year 1971. The statement of compliance with public service policy
required by 39 U.S.C. 2401(b)(3) is attached to my statement.

REVENUE FOREGONE-$792,066,000

These funds, authorized under 39 U.S.C. 2401(c), reimburse the
Postal Service for providing mail service to certain classes of mailers
at free or reduced rates. This reimbursement for lost revenue covers
the difference between the free or reduced rate and the full rate.
Our revenue foregone appropriations request is broken down into
three parts:
(1) Continuing Appropriation—$314,799,000. This segment of our

request will cover the reduced rates provided to nonprofit and other
preferential rate mailers, whose full rates under 39 U.S.C. 3626(1)
are to cover only attributable costs with no contribution toward institu-
tional costs. This provision involves no phasing, and will continue
each year, based upon the volume of mail in these categories and
the institutional costs of the Postal Service.
(2) Phased Appropriation—$169,901,000. These funds will pay for

the annual phasing of rates to full levels originally authorized by
the Postal Reorganization Act. The original authorization provided
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reduced rates to certain regular rate mailers for 5 years, and to
certain nonprofit mailers for 10 years.
(3) Public Law No. 93-328 Appropriation—$307,366,000. This

request will finance the extended phasing of rates for certain mailers
provided under Public Law No. 93-328. This law extended the phasing
period for certain regular rate mailers from 5 to 8 years, and for
certain nonprofit mailers from 10 to 16 years. Phasing for regular
rate third-class mailers terminated in fiscal year 1976.

I have attached to my statement a chart that outlines, by class
of mail, the impact of the extended phasing to full rates authorized
under Public Law No. 93-328.

I might add here, Mr. Armstrong, I said phasing for regular rate
third-class mailers ended in 1976. It was scheduled to terminate in
1976. In fact, there never was any funding for it, but the authorization
for it ran out in 1976.

VARIANCE FROM PRESIDENT'S BUDGET

The appropriation we are requesting today differs from that set
forth in the President's budget. For your background, I would like
to comment briefly on these differences.
The President's budget excludes the amount of $307,366,000

required in fiscal year 1977 to finance the extended phasing authorized
by Public Law No. 93-328. The President also excluded funds for
this purpose from his budget last year. However, Congress ap-
propriated the amounts required for the extended phasing, and the
Service put the lower rates into effect.

I want to emphasize that because Congress appropriated funds in
fiscal year 1976 to finance extended phasing, mailers have been given
every reason to assume that they will continue to have the time
provided by Public Law No. 93-328 to adjust their prices and business
practices to compensate for the payment of full postage rates. If
the Congress appropriates the full amount we have requested for
this purpose in fiscal year 1977, we will continue with the extended
phasing rate schedule. If we do not receive this appropriation, we
will have to charge the affected mailers the full rates.
The impact of a failure of this appropriation would be severe.

For example, regular second-class rates would go up almost 70 per-
cent. Other sub-classes would face somewhat lesser increases.

This concludes my statement, Mr. Chairman. At this time I would
be happy to answer your questions.
Mr. STEED. If you cannot do it right now, you can provide it

for the record.

VITAL STATISTICS OF USPS

What I would like to start off with is a summary of what the
Postal Service is. I would like to measure it in this manner: How
many post offices do you have?
Mr. BAILAR. 31,000.
Mr. STEED. How many addresses do you deliver mail to?
Mr. BAILAR. About 75 million. We will get you the precise number.
[The information follows:]
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Mr. STEED. How many employees do you use to process the mail?Mr. BAILAR. 698,000.
Mr. STEED. How many pieces of mail do you process per year?Mr. BAILAR. About 88 billion.
Mr. STEED. Then, of course, the total cost of doing this.
Please break it down by job categories.
Mr. BAILAR. Fine.
[The information follows at p. 25.1
Mr. STEED. We would also like to have information regarding piecesof first-class mail and so forth, and if you want to beef that upyou can to draw a comparison for say 10 and 20 years ago withouttoo much trouble. I would like to have not only the picture of whereyou are today in terms of size and volume, the whole picture, buthow this has changed in recent years.
Mr. BAILAR. Fine. One thing these numbers will bear out is thatpostal productivity has gone up noticeably in the last 5 years, whereasin the previous 5, as I indicated in the prepared statement, the number

of employees was climbing with volume from 1966 through 1970,and from 1971 through 1975, in spite of increased volume, wemanaged to reduce postal employment by 39,000 people.
[The information follows at p. 26.1
Mr. STEED. If you would also like to add a paragraph about your

transportation problem.

CHANGES IN TRANSPORTATION OF MAIL,

I believe we had testimony once that at the end of World War
II we were operating about 10,800 passenger trains that carried mailin the country, and we were handling between 40 and 45 billion
pieces of mail, and I think at that time that the number of addresses
you delivered mail to was somewhere between 50 and 60 million
places.
The number of employees you had was not too far from what

you have now. Well, we have I think 100 mail trains left today
out of 10,800.
Of course, then that requires a lot of different substations to trans-

port an ever-increasing volume, not only in pieces but in tonnage
to that many more places.

If you would like to give a little analysis of the transportation
problem you have, and how it has changed, I think it would be
quite helpful.
Mr. BAILAR. Fine.
[The information follows at p. 27.1
Mr. STEED. A lot of people have no notion at all of what this

one thing has done to the mail service in terms of cost and delays
and all sorts of other problems.

In all the years I have dealt with the Postal Service, I have always
said that in transportation I thought the Postal Service had a crisis
every hour on the hour. If they ever had one day where they did
not have a crisis, everybody down there would really be surprised.

I do not know whether this impact of transportation crises has
changed or not, but I would doubt if it has improved too much.

itr
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Transportation Costs
($ thousands)

Domestic Transportation:
Railroad
Highway
Air
Water
Thru Service
Awards

Sub-total

Foreign Transportation:
--Wafer

Terminal and Transit
Air
Thru Service

Sub-total

Total Commitments

Less Reimbursements

Total Operating Expense

FY
1965

FY
1970

FY
1975

328,861
126,023
82,494
4,806

17
10

184,824
221,353
165,027
4,976
189
16

117,067
316,093
2/6,851
4,822

1
18

542,211 576,385 654,852

10,169 82966 15,486
10,576 13,405 57,639
66,672 146,287 123,083

30 465 - 36

87,447 169,123 196,172

629,658 745,508 851,024

43,122 117,212 81,788

586,536 628,296 769,236
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Mr. BAILAR. It is a very real problem. It has meant an increasein costs, we have had to hire trucks or send the mail by air. Tothe degree it has gone by air, it has improved postal service becauseit is faster.
Mr. STEED. But it does bring up another type of problem. Whenweather stops flying then you have a pile-up that heaps these log-jam problems on you that might not be quite as frequent if youwere back to the old land way it used to be?
Mr. BAILAR. Yes, sir, no question about that.

IMPACT OF ENERGY COSTS ON TRANSPORTATION

We are quite concerned about the impact of the cost of energyon our costs of transportation.
In the winter of 1974-75, when we had the energy crisis, we hadsome pretty close calls in terms of having adequate transportation.That is a problem that can recur, although we are trying to planfor the contingencies.
Mr. STEED. You might also add a brief analysis, as part of thetransportation picture, how the energy phase of it has changed; howthe costs have changed.
You may be paying out a little less money for some things, butyou are paying a whole lot more for some others because of thisphysical evolution that we have been talking about, of course thismay be faster and better in a lot of ways but with the price tagson it, it proves even the Postal Service has not found out how toget something for nothing.

ADDITIONAL COST OF PUBLIC SERVICES

Now then, going to the authorities, you have to request moneysfrom the Congress under existing law, the first item of 10 percentof the 1970 budget is easy to calculate, but assuming that that 10percent that Congress decided at the beginning of this Postal ServiceCorporation approach was a logical and fair level, what does that10 percent add up to today, if you are still performing the samepublic services?
Has the increase in your budget been in other areas or has italso increased in the public service area?
In other words, what would you have to be getting today in termsof dollars, as 10 percent of the postal budget, to keep you exactlywhere you were in 1970?
Mr. BAILAR. We would need another $500 million to $600 millionto keep the public service part of our appropriation at 10 percentof our costs.
This year it would have to be in the order of 1.4 to 1.5 billiondollars.
Part of the trouble here, Mr. Chairman, is that our costs haveincreased, including the costs of the public service aspects of operatingthe Postal Service. Our total appropriations, which in the last yearof the POD were 24 percent of the POD budget, in fiscal 1976,are less than 12 percent and in fiscal 1977 they are projected tobe in the order of 91/2 percent.
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So, one of the reasons that we are having the economic problems
we are and that the rates are going up as they are, is that the
support of Postal Service funds through taxpayer funds as opposed
to ratepayer funds is decreasing.
One of the other things that concerns me greatly, Mr. Chairman,

is the rather arbitrary nature of the setting of the $920 million figure
some years back. I think there is a question as to whether that is
a proper reflection of the public service activities of the Postal Service.
It is something that I have indicated publicly on several occasions.
I would like to have Congress review the public service functions
of the Postal Service and what those functions cost, to determine
whether $920 million is too much or too little or about right.
We talk about closing small offices and consolidating rural routes.

A lot of people are understandably concerned about those activities.
But if we are going to operate them, I think we ought to recognize
what they cost, Mr. Chairman, and I would hope that the time will
come.

VALUE OF MAIL SERVICE TO RURAL AMERICA

Mr. STEED. I think public service will always be a function that
the Postal Service ought to provide.

It is even more so with the higher costs of everything now. But
I have never known a time when the mail service provided to rural
America has not been a good taxpayer investment.
By the very nature of the thin population out on the land where

the food and fiber, that keeps everybody in town alive, is produced,
there is not enough mail volume to create enough revenue to provide
that service. If it had to pay its own way, the cost would be prohibitive
and no producer or farmer could afford it.

I think we all agree that since 8 percent of our population produces
all of our food and fiber that keeps the other 92 percent alive,
it is really a matter of life and death to keep our producers producing.
We would have no choice about that.
And the service of this type, to help the producers continue to

produce, the cost of that is not of any significance when compared
to the need and the benefit that comes from it. I use this to illustrate
what you get into when you begin to try to make everything pay
its own way, because you create instant inequities that cannot be
justified, I think.
How do you feel about that?
Mr. BAILAR. Well, Mr. Chairman, I would like to make it clear,

first off, that we are happy to provide the public services that are
part of the Postal Service tradition, but we are rapidly reaching a
point where we do not have the funds available for it.

I seriously question whether $920 million begins to be adequate
for what might be described as noneconomic or nonbusinesslike func-
tions of the Postal Service, the 6-day a week delivery and the main-
tenance of a network of some 30,000 offices.

United Parcel pretty much covers the country and they have 900
offices. That is not to say we could reduce to 900. There are a
lot of offices in that 30,000 that are not needed for the sole purpose
of delivering the mail.

65-950 0 - 76 - 3
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The GAO had a report on this last year. We are happy to providethose services, but we need the money to do it. I think if we keepputting the money on the postal ratepayers, we will kill the PostalService, we will reduce the volume even further.
As the large magazines and newspapers and power companies goto private distribution, it will ruin the Postal Service if we do notfind a solution to it, Mr. Chairman.
Mr. STEED. Well, I think making these comparisons always givesa false picture of what we are talking about.
You know, one of the great private carriers has gone to the wall,Railway Express.
Mr. BAILAR. Yes, sir.
Mr. STEED. If all these other arguments we hear are so good, howcome?
Mr. BAILAR. Western Union pretty much ended the delivery oftelegrams, as you and I know it, because it is an uneconomical busi-ness. If you do get a telegram delivered now, it costs you severaldollars to do so.

EFFICIENCY OF POSTAL SERVICE

Mr. STEED. You hear the Postal Service compared to the telephoneservice. Nobody mentions how many times you get a wrong numberor get a foul-up in a phone call which would give us the percentageof failure of use of a telephone; but if a letter turns up missingyou hear about it for the next several years--
Mr. BAILAR. I do.
Mr. STEED. -- as a measure of the inefficiency of the PostalService.
Mr. BAILAR. Yes, sir.
Mr. STEED. Yet you and I know that even if you lost one-tenthof one percent of the mail, you would have a volume of loss andan outcry of public anguish so loud it would split all our ear-drums.
I do not believe there is any private corporation in the countrythat operates to any measure of efficiency within one-tenth of onepercent.
Mr. BAILAR. No.
Mr. STEED. If I pay a certain amount a month, I can have atelephone. That gives me the right to put in a call by paying extrafor it, and the further away, the more it costs, to close to 30 million

places. But I do not have to pay anything to use the Postal Serviceuntil I am ready to use it, and then for a 13-cent stamp I canpick any one of 75 million places with which to communicate.
So if you are going to make comparisons, they ought to be made

in terms of what you are getting.
Now if a person only sends three first-class letters a year, thatis all it costs him. He has this huge choice.
Mr. BAILAR. It COStS us about $50 per household to serve thehousehold on a delivery route each year. If a person just sends a

handful of letters, we lose a great deal of money servicing that
household.
Mr. ARMSTRONG. Could I inquire at this point? Is that really a

good idea to continue? If somebody is only mailing three letters a
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year or getting three letters a year, should we continue it, should

we put a user charge on it, like a tap fee; maybe consider only
once-a-week delivery to cut the costs, or should we say that we
should continue it as a public service that you can subscribe to for
$50, and then let the public decide whether or not such service
is needed?
Mr. BA1LAR. We are considering, I think, all the things you men-

tioned, and maybe a few more.

CHANGING ROLE OF THE POSTAL SERVICE

Mr. ARMSTRONG. Could we ask that there be inserted in the record

a discussion by the Postal Service of what these alternatives are?
This situation he outlined to us is hopeless. We have to have some

creative answers.
Mr. STEED. You might make some more detailed reference to the

studies you are making. There is this to remember, that the $50

a house, you go down the street here with 40 houses, he has no

way of knowing which one of them sends a lot of mail and which

ones do not ever send any.
Mr. BAILAR. If I could elaborate a little on my comments to Mr.

Armstrong.
First off, I would say if we do not have adequate support of our

public services, some of these things are going to have to be ter-

minated, not as a matter of choice but through necessity.
We do not have the opportunity to print postage stamps to make

up our deficit, at least we do not take that avenue.
We have two situations facing us which are very perplexing. On

the one hand, the number of addresses is going up 2 percent a

year, yet the volume is going down. I think the traditional patterns

of the use of the Postal Service in this country are changing.

Urgent personal communications that used to be in the mail are

now either transacted over the telephone or maybe through electronic

funds transfer when you are dealing with substantial quantities of

money.
As these patterns change, I think we have to look at the role

of the Postal Service. It is different now than it was 20 years ago

and it is going to be different 20 years from now. The Postal Service

employs nearly 1 percent of the work force of this country.
Then when you get a massive national commitment in resources,

you have to stop and say: Do we really need 1 percent of the work

force doing this thing?
The other problem that we have, Mr. Armstrong, is that the people

who put the money into the Postal Service are by and large business

mailers. The people who demand postal service, small p, small s,

are by and large Mr. and Mrs. America. The private householder

says, "I want it at the door, I want it early in the day, I want

it 6 days a week," all the things that usually the publisher of a

magazine is not particularly concerned about, but that is not to say

they do not pay any attention to it.
But if the dry cleaners who take care of my suit are going to

send me a bill, they do not really care whether I get it today or

tomorrow, at 8 o'clock in the morning.
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RECOGNIZING THE ECONOMIC COST OF THE POSTAL SERVICE

Mr. ARMSTRONG. The reason for that is obvious, to the Mr. and
Mrs. Average American Householder, the service is free. There is
no incentive, for them to economize in what they demand. Anybody
who has studied economics—and I do not mean to give you a lecture
on economics--
Mr. BAILAR. I am in complete agreement.
Mr. ARMSTRONG. -- the first thing about economics is that you

encourage waste and extravagance unless the user pays something
for what he receives. So we have a system which has a built-in
bias, towards the kind of problem that in fact is destroying the Postal
Service.
Mr. BAILAR. If I can paraphrase what you said, our rate structure

and our service structure are not tied together. It is a problem that
concerns us deeply.
Mr. ARMSTRONG. Let me make one further observation before I

yield back to the chairman, who has already been patient. I did
not mean to interrupt your line of questioning, Mr. Chairman.
Mr. STEED. That is all right.
Mr. ARMSTRONG. But I believe, having done no research on this,

I believe that if an alternative were available that would permit the
users, that is, I do not mean the mailers but the receivers, Mr. and
Mrs. Average American, as you characterize them, to achieve some
economic benefit by curtailing their desire for 6-day postal service
or 7-day postal service or twice a day delivery or all of the features
that make it expensive, if that incentive is there, I think you would
find the demand would shrink rapidly down to manageable levels,
just as did the demand for Western Union telegrams.

There has been no complaint, to my knowledge, about the lack
of delivery of telegrams, because once the economic cost was reflected
in the delivery cost, it was easier to do without.
Mr. BAILAR. It takes care of itself.
Mr. ARMSTRONG. You bet.
Thank you, Mr. Chairman; forgive me for interrupting you.
Mr. STEED. Well, you get into a thing here and I'm not sure what

the right word is we should use is but I guess people act like people.
There is no known way to get people to bring their mail to the
Post Office except at the end of the day. You can talk and preach
and do everything, it is almost a miracle they even managed to have
people start using the ZIP Codes, which not all of them do even
yet, although the advantage to the mailer is so obvious that you
would think that since it is in their own best interest that they would
do that.

But people must have mail service. I do not think you could break
that habit. What would they do for something to complain about
if they did not have the mail service?
One of the unsung "goods" that come out of the Postal Service

is that it provides a marvelous therapy for the American people.
If they did not have that to complain about, they might just cloud
up and blow up.
Mr. LONG. Mr. Chairman, an additional virtue is it would deprive

people of an excuse when they haven't sent their bills in. They can
always complain about the bad mail service.

•
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JUSTIFICATION FOR PUBLIC SERVICE SUBSIDY

Mr. STEED. Of course, I never met a postal patron yet that wouldn't
be first to admit he knew more how to run it than the Postmaster
General and all of his assistants, and if you have a minute to spare
he will tell you. The fact that he doesn't know what he is talking
about hasn't a darn thing to do with it because he will be right
back tomorrow with some more ideas.
That, I think, is typical of why we are going to have trouble chang-

ing some of these things and why we ought to face up to the fact
that you do have a public subsidy problem here that I think you
can justify. I think there is much good that comes out of it, a whole
lot more than some of the things we call public service that we
fund out of the taxpayers' pocket.

PUBLIC LAW 93-328 APPROPRIATIONS

As to the amount of money that has been appropriated and is
currently pending and will have to be considered during the life of
Public Law 93-328, could you estimate what that, at the rate the
present level of things, would total from the beginning to the end
of it?
You can supply that for the record.
Mr. BAILAR. We had it when the law was being considered and

I have just forgotten, Mr. Chairman.
Mr. STEED. Just so we get a complete picture. If we are going

to have to go through this hassle every time we might as well get
a picture of what all we are going to be involved with.
Mr. BAILAR. Would you like it now, Mr. Chairman?
Mr. STEED. Yes.
Mr. GOULD. This is looking at our estimate for the fiscal years

1975 through 1987; the additional amount for Public Law 93-328
would be $1.430 billion, and the total amount including Public Law
93-328, through 1987, would be $4.864 billion.

FINANCING POSTAL DEFICIT

Mr. STEED. General, you made reference to the deficit situation
you are now in. How are you going to handle that? What can you
do to cope with that?
Mr. BAILAR. Mr. Chairman, are you talking about the deficit we

have already incurred, or future deficits?
MT. STEED. That you already have.
Mr. BAILAR. The deficits that we have incurred over the last few

years have been financed in two ways. One was through the rather
considerable cash balances that the Postal Service had at the time
that it was established.
We had nearly $2 billion to my recollection, and that has just

been dissipated, accommodating these deficits. We also have in our
law the authority to borrow up to $500 million a year to cover
operating losses which we have very reluctantly exercised just because
it has been necessary on a couple of occasions to meet the payroll.
But that is bad, bad business. It just makes the hole deeper than
ever.
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The borrowings have to be repaid. You have interest on the bor-
rowings, and it is just not the way to run an operation, Government
or private. It is bad practice.
Mr. STEED, In terms of your capital investment, what level are

you carrying on now in new facilities as well as new equipment?

LEVEL OF CAPITAL INVESTMENT

Mr. BAILAR. I will give you some very precise numbers for the
record, Mr. Chairman, but in general terms it is around $800 million
a year. It is a level about three times the amount that was an average
year in the late years in the Post Office Department.
As you know, the Postal Service was traditionally postponing needed

capital investments both on mechanization and buildings, generally
because it was rather low priority in the Federal budget process,
and one of the things that we were mandated to do and have tried
to do is to upgrade our plant, and our vehicles, and our mechanization.
That is why that sharp increase, and we will give you some very

specific numbers year by year.
[The information referred to follows:[
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Mr. STEED. Fine.

STATUS OF CAPITAL INVESTMENT PROGRAM

What is your estimate now as to when you will reach a point
that you would consider satisfactory in achieving mechanization and
acquiring the capital assets necessary for it?
Mr. BAILAR. I would like to ask Mr. Ellington to answer, if I may,

Mr. Chairman.
Mr. ELLINGTON. Mr. Chairman, in terms of achieving a level of

mechanization that we would consider to be saturation we are still
several years away, but even today approximately 60 percent of letter
mail is already going through mechanization, some form of machinery
in processing, and in the area of carrier delivery, we have already
motorized about 80 percent of our carrier routes, so we are well
along the way, but we do see another four or five years of fairly
intensive deployment of mechanization.
The one reason for this is the lead time on new equipment such

as an optical character reader. It is generally 3 or 4 years before
you can go from development to deployment, so I think we will
see a continued higher level of investment for about the next 4 or
5 years and then it should start to decline.

This is essentially the same pattern that we see ahead for investment
in facilities. It is starting to top out now.
Mr. STEED. Mr. Armstrong.

PAY AND BENEFITS FOR POSTAL EMPLOYEES

Mr. ARMSTRONG. Thank you, Mr. Chairman.
Mr. Bailar, I have been reviewing the pay and benefits increase

summary which appears on page 93 of your submission and I am
unable to tell from that anything much about the present pay struc-
ture.
Could you give us a brief overview of that? In other words, what

kind of pay and benefit scales do present employees enjoy, and then
could you insert for the record, unless it is somewhere else in your
statement that I haven't seen, some detail on that? In other words,
how much the various classes of employees make, what are their
pay scales?
Mr. BAILAR. We will be happy to.
I think probably the thing that is most meaningful is how many

dollars per year per employee, and I would like to ask Mr. Dorsey
in just a minute to provide you with some current examples of what
a letter carrier starts at and what his average is and what they reach
in their peak year.
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As you know, the postal employees have participated in collective
bargaining with postal management since the time of the Postal Reor-
ganization Act. There was some catchup involved in the original
negotiations. The most recent negotiations were concluded in July
of this last year when we signed a 3-year contract and in that contract
we had provisions for an increase averaging about 4 percent a year
plus a cost-of-living allowance.

I think by any standard of comparability with major private settle-
ments it was a favorable contract. I have in my office a copy of
the Labor Department's press release on 1975 settlements and I would
like to take some things from that and compare them and supply
them to you for the record.

But as far as averages per employee, I would like to have Mr.
Dorsey give you some numbers right now.
[The information referred to followsl
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Comparison of Postal Service Settlement  with 
Major Settlements in the Private Sector 

The Bureau of Labor Statistics reports that during 1975
the average adjustments in wages alone was 10.2% in the
first year and 7.8% per year over the life of the
contracts. (See Attachment A). Comparable figures for
the Postal Service settlement are 5.06% and 3.9%
respectively.

Similar data for wages and benefits indicate private sector
increases of 11.2% in the first year and 8.0% over the life
of the contract excluding COLA adjustments. (See Attach-
ment B). Comparable figures for the Postal Service are
6.08% and 4.2% respectively.

A comparison.of the July, 1975 Postal Settlement with other
major contract settlemtmts in the private sector between
July, 1974 and December, 1975 indicates that settlements in
the private sector have been substantially higher than that
of the Postal Service. (See Attachments C and D).

Measure

Percent Changes in Wages Only, Major

Collective Bargaining Settlements, First 9

Months 1975 (1,000 Workers or more)

*Average Number of

Adjustments' Workers 

First-year changes in --

Ali industries 10.3% 2.4 Million

'Manufacturing 10.0% .6 Million

Non-manufacturing 10.4% 1.8 Million

Annual rate of dhange over
life of contract --

All industries 7.8% 2.4

Manufacturing P.2% .6 Million

Non-manufacturing 7.7% 1.8 Million

* Measures of current settlements generally omit possible

Changes in wages resulting from escalator clauses (except

where a minimum COLA is guaranteed in the contract).

Source: Bureau of Labor Statistics' Release, USDL-75-594,

Major Collective Bargaining Settlements First 9

Months 1975, October 24, 1975.
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Attachment B

Percent Changes in Wages and Benefits,

Major Collective Bargaining Settlements, 1975,

(5,000 workers or more)

*Average Number of

Measure Adjustments Workers 

First-year dhanges in--

All industries 11.2% 1.7 Million

Annual rate of dhange over

life of contract--

All industries 8.0% 1.7 Million

*Measures of current settlements generally omit possible c
hanges

in wages resulting from escalator clauses (except where a

minimum COLA is guaranteed in the contract).

Source: Bureau of Labor Statistics' Release, USDL-76-51,

Major Collective Bargaining Settlements, 1975,

January 23, 1976.
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Attachment C

RECENT SETTLEMENTS IN THE PRIVATE SECTOR 

General

1975 was a relatively light year for collective bargaining in the private sector

and few major industry collective bargaining agreements expired during the

year. Therefore, the following information and the data contained in Attach-

ment D include major industry settlements since July 1974, as well as, those

collective bargaining settlements considered t,o be the largest and most

significant agreements negotiated in 1975.

Since July 1974 wages in the private sector have been increasing at approximately

1% a month and fringe benefits at a slightly higher rate. By comparison, the

Postal Service's settlement was approximately .6 of 1% per month.

July 1974 - Telephone - Communications Workers (500,000)

AT&T settled a three year contract estimated at 12% the first year and 3-3

in each of the last two years plus annual COLA.in tly_i second and third years.

Wage increases the first year were 9.7% plus approximately 2% for local

adjustments and 3-3/4% the second and third years plus annual uncapped COLA

at .6% plus 50C per week for each lcC rise in the 1967 index.

Fringe benefits included a 10th holiday, new dental plan and improved medical

and pension plans.

The wage package is estimated at 11.4% per year and the total package at

13.0% per year.
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November 1974 - Soft Coal - United NIine Workers (200,000)

The Bituminous Coal Operators Association set
tled a 3 year contract with

wage increases of 10% the first year plus 2% f
or upgrading certain classifica-

tions, 4% the second year and 3% the third year plus a guarter
ly COLA

adjustment at .4 points (1957 index). The COLA formula is roughly

equivalent to .35 points on the 1967 index and 
is capped at 2% rise in CPI

each quarter.

Fringe benefits included 5 days sick or pers
onal leave (new), 6 days additional

vacation, vastly improved health a.nd retirem
ent benefits, and increased clothing

allowances, military leave, life insurance an
d shift differentials.

The wage increase assuming maximum COLA
 is estimated at 12% per year

and the total package at 18% per year.

November 1974 - CPS - Teamsters, New 
York, NY (4,500)

In November '74,UPS settled their strike in 
New York with a three year

agreement retroactive to July 1, 1974 call
ing for wage increases of 11% the

first year, 5% the second year and 8-1/2% 
the third year plus capped (11()

COLA in each of the last two years. The COLA formual is based on .3

points on the 1937 index.

Fringe benefit increases included higher co
ntributions to health and pension

plans and a 10th paid holiday.
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Wage increases are estimated at 9.4% per year and the total package at

10% per year.

January 1975 - Petroleum - Oil, Chemical & Atomic Workers (60,000)

Nine major Oil Refining Companies settled a two year contract for

approximately 75 (13%) per hour in January 1975 plus 4% July 8, 1975

and 8% the second year. There is no COLA, however, there is a wage

reopener the second year if CPI increases more than 5',10 in 1975.

Fringe benefits include a 10th paid holiday, and improvements in the

retirement and health insttrance plans.

Wage increases are estimated at 13.4% per year and the total package at

14.3% per year.

January-July 1975 - Railroads - Seven Rail Untons (375,000)

Railroads settled a three year agreement for wage increases of 15% the first

year (10% 1/1/75 plus 5% 10/1/75), 3°,10 the second year and 4% the third

year plus semi-annual COLA in the second and third years at .4 points for the

first three such adjustments and .3 points for the last adjustment. COLA is

capped at 14 1/1/76, 16 7/1/76, ln 1/1/77, and 24 7/1/77.

Fringe benefits include a 10th holiday and new dental plan.
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The wage increase is estimated at 11.39% per year and the total package at

12.1% per year (assuming a 6% inflation rate). If the maximum COLA of

68 is realized, the wage increases will average about 13% per year and

the total package 13.7% per year.

March 1975 - Consolidated Edison - Electrical Workers (17,800)

Con Edison and the IBEW settled a 25 1/2-month ag-,reement with wage

increases of 10% the first year and 9.1% the second year, An escalator

clause was established which provides 2.5 cents per hour worked for each

1 percent increase above 10% in CPI for New York City between May 1976

and April 1977.

Fringe benefits include a 12th holiday (for employees with 5-years service);

improved health and pension benefits; increased meal allowances; and

expanded dental benefits.

The wage package is estimated at 9% per year and the total package at 10%

per year.

May 1975 - Hard Coal - United Mine Workers (2,300)

The Antlu-acite Operators Wage Negotiating Committee and the United Mine

Workers settled a 3 year contract with wage increases of $1.50 per hour

the first year, 3(4 per hour the second year, and 3(4 per hour the third

year plus semi-annual COLA adjustments in November 1976, May 1977, and
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November 1977 of 14 for each .4 increase in the CPI. A cap of a 3% rise

in the 1967 index applies to each semi-annual adjustment.

Fringe benefits included additional vacation pay, a 9th holiday, shift differential

increases, clothing allowance increases, 2 days funeral leave, 2 days personal

leave, improved health benefits, improved sickness and accident benefits, and

a 55% increase in the employer's contribution to the retirement fund.

The wage package is estimated at 13.4% per year and the total package at

18.4% per year.

June 1975 - Cement Industry - Cement, Lime, and Gypsum Workers (14,000)

Various cement companies and the Cement Workers' Union have negotiated

pattern settlements for the industry which call for a 6(4 per how- increase

on May 1, 1975; a increase on November 1, 1975; a 514 increase on

May 1, 1976; and a 45 increase on May 1, 1977.

Fringe benefits included a 7th week of vacation after 35 years service, a

$150 per month increase in S. U. B. benefits, a $30 per week 3-stage increase

in sickness and accident benefits, and improvements in the pension, health

and dental benefits.

The wage package is estimated at 10.4% per year and the total package at

12% per year.
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July 1975 - Maritime - Longshoremen (12,000)

The Pacific Maritime Association a.nd the CLWU settled a three year contract

for 70 per hour the first year, 6C4 the second year and 85 the third year

bringing their average rate from $6.22 per hour to $8.37 per hour. There

is no COLA in this contract.

Fringe benefit increases included 4 additional holidays (1 in 1976 and 3 more

in 1977 for a total of 9), and increases in pension benefits from $350 to

$450 per year of service for those with 25 or more years of service.

Wage increases total 34.6% or 11.5% per year.

August 1975 - Food Chain Stores - So. California Retail Clerks (55,000)

Food Employees Council, Inc. settled a three year agreement covering

food chain store employees effective July 28, 1975 providing for annual

increases of 9.4%, 6.9% and 6.4% plus annual eOLA adjustments of up to

114 each February.

Increased employer contributions to fringe benefit programs include 14.6

per hour for pensions, 4 per hour for health and per hour for

Supplemental Unemployment and Disability Fund.

Wage increases are estimated at 10% per year if the 1(4 maximum COLA

increases are realized.

65-950 0 - 76 - 4
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November 1975 - Shipyard - Metal Trades Workers (10,000)

General Dynamics Electric Boat Division and 11 Unions of the 'Metal

Trades Council settled a 43-month contract after a 21-week strike for an

immediate increase of 13% plus three 6% increases due on December 1, 1976

1977 and 1978. The contract also provides for COLA adjustments of 114 per

hour on July 1, 1976 and an additional 14 July 1, 1978.

Pension benefits were increased from $6.50 to $10.00 per month per year

of service, and sickness and accident benefits were increased from $105 to

$120 per week.

NVage increases are estimated at 40% over 43 months. It should be noted,

however, that current average rates appear somewhat low at $4.51 per hour.

December 1975 - Nlotion Pichire & Television Industry - Film Technicians (20,000)

The Association of Motion Picture and Television Producers, Inc. a.nd the

International Alliance of Theatrical and Stage Employees settled a 42-month

contract bringing Film Technicians' rates from $6.22 per hour to $9.36 per

hour in four increments of 15%, 12%, 12% and 6% effective in February 1976,

1977, 1978 and 1979.

No increases in fringe benefits are reported, however, this is a 50.48%

increase in wages alone over a 42-month period or 14.4% per year.

Note: Estimated increases include actual CCLA adjustments to date and future
adjustments based on 6% annual increase in CPI.
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PES SCHEDULE 
Effective January 3, 1976

PES
GRADE MINIMUM MID-POINT MAXIMUM

17 $14,726 $17,129 $19,532

18 15,082 17,879 20,676

19 15,542 18,755 21,967

20 16,153 19,793 23,432

21 16,908 21,003 25,098

22 18,242 22,619 26,995

23 19,763 24,459 29,155

24 21,500 25,821 30,141

25 23,488 28,160 32,831

26 25,767 30,840 35,913

27 28,386 33,922 39,458

28 29,800 35,000 40,200

29 31,350 36,775 42,200

30 32,800 38,550 44,300

31 34,400 40,400 46,400

32 35,900 42,150 48,400

33 37,450 43,975 50,500

34 39,000 45,800 52,600

35 40,450 47,550 54,650

36 42,000 49,350 56,700_

. 37 43,500 50,350 57,200

.38 45,000 51,400 57,800

39 46,500 52,425 58,350

40 48,000 53,450 58,900

41 49,50) 54,475 59,450

42 60,000 60,000 60,000
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Mr. ARMSTRONG. I would be grateful if you would.
Mr. DORSEY. The bulk of our employees fall into salary levels PS-4

and PS-5. PS-4's are mail handlers and PS-5's are clerks and carriers.
The salary range for PS-4's, including cost of living allowance is
from $10,912 to $13,310. A postal employee can achieve the top
of a salary range in 8 years from the time he entered the Postal
Service.

For a PS-5 clerk or carrier the salary including cost of living al-
lowance ranges from $11,444 to $14,029. Average salary in the Postal
Service is $15,206 a year. When the fringe benefits are added, the
total cost per man-year is $16,436.

AVERAGE CRAFT EMPLOYEE PAY BEFORE REORGANIZATION

Mr. ARMSTRONG. Could you tell us what the comparable figures
were in the year prior to postal reorganization?
Mr. DORSEY. They were considerably lower than that. I think we

have them.
Mr. ARMSTRONG. The figures you have just given us are calendar

1975 or this moment?
Mr. DORSEY. They are as of this moment, the cost per man year.
Let us go back to 1968. The average in that year was $7,624.
Mr. ARMSTRONG. How much?
Mr. DORSEY. $7,624.
Mr. ARMSTRONG. That was in 1968?
Mr. DORSEY. Yes.
In the last fiscal year of the Post Office Department, the average

was $10,187. The Postal Reorganization Act was effective on July
1, 1971.

CONSUMER PRICE INDEX EFFECT ON PAY

Mr. ARMSTRONG. Now, with reference to the contract settlement
that has just been signed, I find myself wondering whether or not
that really is such a favorable settlement. Assuming that the present
scale is just, then 4 percent plus cost of living would be around
12 percent, would it not?
Mr. BAILAR. No; we think it is going to run somewhere in the

order of 7 percent to 8 percent. The cost of living has a formula
that is calculated as compared to the Consumer Price Index. If the
CPI goes up at a rate of, I think it is 6 percent a year, we estimate
that the wage package, the fixed costs plus the amount that falls
out of the cost-of-living formula, will total 21.5 over three years,
7.2 percent a year average over a three-year contract.
Mr. ARMSTRONG. Based on a 6 percent cost-of-living increase?
Mr. CONWAY. Six percent Consumer Price Index, 6 percent in the

first year and 5 percent in the second and third.
Mr. ARMSTRONG. I find it hard to deal seriously with the projection

for the year after next of the 5 percent increase in the cost of
living, so could we just zero in on the current year.
How does that formula work? If the CPI goes up 6 percent, how

is that cranked into the increase in postal service?
Mr. CONWAY. Our formula is for each .4 that the CPI goes up

there is a one-cent increase in the hourly rate.
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For example, the adjustment based on the September 30, CPI wasseven cents for an increment of $146 a year because we are usingthe June 1975 base. To carry it on through December, and the annualrate as you probably recall was about 7 percent, we would be at14 cents an hour or about $296.
Mr. ARMSTRONG. So very, very roughly then you are saying thata 6 percent increase in cost of living, in the CPI, would translateitself into about a 21/2 percent increase in salary, $296 on the $13,000

average.
Mr. BAILAR. It is not a dollar-for-dollar increase.
Mr. CONWAY. No.
The CPI index in June 1975 was 160.6 and at the end of the

year it was 166.3. So the percentage doesn't follow precisely the
CPI rise.
Mr. ARMSTRONG. Then just to put it in perspective, a 6 percent

increase in the cost-of-living indicator would indicate something lessthan a 3 percent increase in base salary to which will be added
the 4 percent increase that has been negotiated?
Mr. BAILAR. Right.

COMPARISON OF USPS AND UPS SALARIES

Mr. ARMSTRONG. May I ask how do the present salaries of PS-
4s and -5s compare with comparable jobs at UPS?
Mr. BAILAR. UPS does not have a national scale. It is my un-

derstanding that they have some isolated locations that are more and
some that are less.
Mr. CONWAY. I am not familiar with all of them but the New

York area, for example, would be higher, just to pick one example.
UPS would be higher.
Mr. ARMSTRONG. Well, why doesn't UPS have a national scale?
Mr. BAILAR. They don't have national unions I think is a part

of it. They don't have the precedent of all postal employees being
Civil Service and being part of a national scale, which is the precedent
in the Postal Service.
Mr. ARMSTRONG. IS it jllSt to pay all Postal Service employees

the same amount whether they live and work in Chadron, Nebraska,
or Manhattan?

In other words, does $13,400, the present average, buy about the
same things in Chadron, Nebraska, as it does in Manhattan?
Mr. BAILAR. No; it doesn't. It buys a great deal more. I don't

know what the number would be. It clearly buys a great deal more.
On the other hand, that employee in Nebraska performs the same

job as the employee in New York, and if we were to pay him less,
first off, you have unending debates on what is the right amount,
what is the right differential.
Mr. ARMSTRONG. But clearly some differential would be just, would

it not?
Mr. BAILAR. Some differential would be appropriate based on the

cost of living. You get in a lot of philosophical discussions of whether
the Federal Government ought to be paying less in less costly areas
of the country. We could pay postal workers in Denver less than
New York and make a pretty good case that it is just, and I think,
Mr. Armstrong, you would hear about it pretty quickly.
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Mr. ARMSTRONG. Well, I am just trying to search for some solution.
You have virtually predicted the collapse of the Postal Service in
your prepared statement and I am trying to see if there is any way
to save it. It appears to me that it would be most helpful to compare
what you are doing with UPS and I would be grateful if you would
supply for the record a detailed comparison, if it is possible, of how
your pay scales compare with UPS.

I am not surprised that they don't have national scale and it may
be we could learn something from what they are doing.
Mr. STEED. If the gentleman would yield, I think right in this

direction, although it has nothing to do with the merit of your point,
it is important to keep in mind that of the work force that is involved
in these 31,000 post offices, I believe the last figure I saw was that
74 percent of the employees are in 300 large metropolitan centers
or the high-cost centers.
So if there is an inequity or overpayment of a worker it would

be in that 25 or 26 percent of their work force that is scattered
out through the smaller communities of the country, so keeping that
in mind the differential isn't quite as bad as it might appear at first
glance.
Mr. ARMSTRONG. To follow up what the Chairman said, could you

tell us what the national average then is for UPS for comparable
jobs as compared to the national average for the Postal Service.

Mr. BAILAR. i am not sure we can get it. If we can get it we
will put it in the record. I don't have it offhand.
Mr. CONWAY. We can take a crack at it. We don't have it right

off.
[The information referred to follows:[
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Comparison of Pay Rates aetween the 
Postal Eervice and United Parcel Service

An analysis of Package-Driver rates for 10 UPS agreements
shows that the progression time from starting rate to top
rate varies from 60 days in the Northern California contract
to 210 days in the New York City contract. The full
breakdown on progression time is as follows:

Northern California   60 days
Chicago, Illinois   90 days
New England; Atlantic Area;
Central Pennsylvania; Central
Conference (Ohio Rider)  120 days

Western Pennsylvania  165 days
Upstate New York;
Southern California  180 days

New York City, NY  210 days

See Attachment for details on the wage rates paid to
Package-Drivers under the various progression schedules of
the 10 individual contracts.

The Postal Service's starting rate of $5.50 per hour for a
PS-5 craft employee is below the starting rate for Package-
Drivers in 7 of these 10 United Parcel Service contracts
and the maximum step 12 rate of $6.74 per hour for a PS-5
craft employees is below the top rate for a Package-Driver
in all 10 of these UPS contracts. It should be noted, at
this point, that whereas it takes a postal craft employee
8 years to reach the maximum rate, the UPS employees
achieve their top rate in 7 months or less.

If the average rate of $6.54 for postal PS-5 craft employees
were compared with the average Package-Driver hourly rate
in the 10 United Parcel Service contracts, we would in
essence be comparing our average rate with the UPS' top
rate since all of their employees with 7 mcinths or more of
service would be at the top rate.

,4
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HIGHLIGHTS OF LATEST BARGAINING AGREEMENT

Mr. ARMSTRONG. I think that would be interesting just to give
us some kind of basis of comparison. I think it would also be helpfulto know more about the conditions of the recent contract settlement.

Is that a lengthy document?
Mr. BAILAR. We have a highlight sheet, Mr. Armstrong., which

is two or three pages long.
Mr. ARMSTRONG. If it would be appropriate to insert the highlights,

I think that would be helpful.
Mr. BAILAR. Fine.
Mr. ARMSTRONG. And if it is available, I think it would be helpful

to couple that with relevant comparisons with corresponding private
sector employers.
Mr. BAILAR. Okay.
[The information referred to follows:J
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HIGHLIGHTS

1975 NATIONAL AGREEMENT

The 1975 National Agreement is a three-year agreement extending
from July 21, 1975 thru July 20, 1978. The Agreement provides for
general wage increases of $1,500 spread over the life of the Agree-
ment. The initial increase was $400 effective July 21, 1975 and this

is to be followed by a $250 per annum increase effective March 21,
1976; a $250 per annum increase effective November 21, 1976; and
finally a $600 per annum increase effective July 21, 1977.

The $1,310 COLA which was paid under the 1973 National Agreement
was rolled into base salary. In addition, the Agreement provides

for a cost of living allowance of 14 for each .4 increase in the

CPI (1967 = 100) using June 1975 as the base. Under the terms of

the Agreement the first COLA increase was effective November 8,
1975 and any subsequent increases will be effective every 6 months

thereafter.

The Agreement also provides that the health benefits contribution of

the Postal Service will be increased from 65% to 75% effective July 21,

1975, and the uniform allowance for postal employees was increased

approximately 10% effective July 21, 1975. The 1975 National Agree-

ment continued the Postal Service's obligation of assuming the full

cost of standard life insurance coverage. Also, the Postal
Service's 7% contribution to the Civil Service Retirement Fund

remains the same.

Perhaps the most meaningful comparison of the Postal Service wage

and benefit package is reflected by information developed by the

Bureau of Labor Statistics. The Bureau of Labor Statistics recently

published the results of bargaining in 1975 indicating the amount of

increase in wages and benefits for establishments of 5,000 or more

workers. This information is as follows;

a. First year increases, excluding cost of living adjust-

ments were 11.2% for all industries and 13.7% for
contracts with escalator clauses. The Postal Service

settlement was 6.1% for the first year approximately

1/2 of the private sector increases.

b. The annual rate of change over the life of the contracts

was 8% for all industries and 7.5% for contracts with

escalators. This compares to 4.2% for the Postal Service.

The increase in total compensation and benefits incurred as a

result of the 1975 National Agreement is estimated at approxi-

mately .6 of 1% per month. In contrast, recent settlements in

major industries have been in excess of 1% per month.
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.Industry 

Comparison of Gross Earnings Per Paid 
Hour for Postal Service Bargaining 
Unit Employees with those of Selected 

Private Industries, October 1975 

Gross Earnings
Type of Workers Per Paid Hour 

Banking Non-supervisory $3.55
Insurance Non-supervisory 4.37
Paper and Allied Products Production 5.15
Telephone Communications Non-supervisory 6.11
Electric Utilities Non-supervisory 6.25

'Metal Cans Production 6.62
Postal Service Bargaining Unit 6.67

Autos Production 7.09
Breweries Production 7.21
Basic Steel Production 7.36

Source: Data for the selected private industries are from the
Bureau of Labor Statistics' Employment 4'nd Earnings
series, December 1975.
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NO-LAYOFF PROVISION

Mr. ARMSTRONG. The reason I raise this point is that I am under

the impression that the contract which has been negotiated with the
Postal Service provides, among other things, that nobody can ever

be laid off.
Is that true?
Mr. BAILAR. That is correct.
Mr. ARMSTRONG. Do you know of any private company that has

such a contract?
Mr. BAILAR. Offhand, I can't think of any. I know some private

companies that have a policy along those lines. IBM is the classic

case. They have historically operated their company on what they

call full employment policy.
Mr. ARMSTRONG. Does the 16.8 percent fringe benefit figure include

retirement?
Mr. BAILAR. It would include, I think, our share of retirement,

the 7 percent.
Mr. ARMSTRONG. Would comparisons that you are able to give

us include corresponding private sector comparisons?
Mr. BAILAR. We will try and make them accurate comparisons.

I would just add, Mr. Armstrong, as I am sure you are well aware,

that the implementation of regional salary differentials in Civil Service

employees would have a strong bearing on the acceptability of that

sort of thing in postal employment. I think a lot of postal employees

view their situation at least analogous to Civil Service and it would

be very difficult for their union leaders or postal management to

be a party to an agreement that some of them felt didn't continue

some parallels of Civil Service practice.
Mr. ARMSTRONG. I am certain you are right about that, but it

appears to me that the difficulties faced by the Postal Service are

so severe that there are probably going to have to be a lot of us,

in the Postal Service, and in labor organizations, and in Congress,

who are going to have to accommodate themselves to some ideas

that were almost unthinkable a few years ago.
If what you say in your statement is correct, we are literally going

to have to choose between some brand new ideas or a level of sub-

sidies that I can't imagine Congress is going to support.

Just looking down the road 10 or 20 years you are talking about

enormous subsidies, far higher subsidies than we can afford.

Mr. BAILAR. Yes, sir.
You put the problem very well.
Mr. ARMSTRONG. I think that the leadership of the labor organiza-

tions, and the mail users, and the boxholders, and everybody will

be more realistic if the problem is laid out for them.

Mr. Chairman, the only other thing that I would like to go into

at this time is just a statistical question and perhaps that is contained

in this report.

VOLUME AND EXPENSE BY CLASS OF MAIL

Do you have in the information submitted to us the percentage

of volume and expense of the Postal Service accounted for by different

classifications?
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Mr. BAILAR. We have it. I think the volume by class is in here.I don't know whether attributable expense by class is in here ornot.
Mr. GOULD. No.
Mr. ARMSTRONG. Let me review the information that is in hereand I may contact you later for that. I have not had a chance toreview your statement at the table.
Thank you, Mr. Chairman.
Mr. STEED. Mr. Long.

AREA WAGE DIFFERENTIALS
Mr. LONG. This business of paying everyboth .1.e same rate allover the country regardless of the standard of ing in each localeis something that the average taxpayer ought to hay.: some say about.Why should a person living in a small town in the Middle Westpay taxes in order to maintain a postal worker at a salary whichis far above what the taxpayer is making for comparable work andfar above what, in any bargaining situation, would be paid if thereweren't a powerful union there?
Isn't it true that in many small communities the postal workeris making more than bank presidents and superintendents of schools?Mr. BAILAR. Well, I am certain, Dr. Long, that there are caseswhere that situation exists.
Mr. LONG. I would like to see you provide for the record paythat postal workers get in small communities compared to salariesreceived by people of considerable importance in those communities,like judges and so on.
Mr. BAILAR. I would like to make a couple of points, Dr. Long.First off, and this is a very weak defense of the present system,but its strongest support is the fact that Federal workers have alwaysbeen paid on a nationwide scale, at least always in my knowledge.Mr. LONG. I don't pay on a nationwide scale. I pay smaller salariesto my staff in my district office than I do in Washington. feelthat I have an obligation not to waste the taxpayers' money becausethe cost of living is lower in my district than in Washington.Mr. BAILAR. When I first graduated from college I was in the Navyand I was stationed for a short while in Athens, Georgia, and theCivil Service secretaries on that naval installation were the highestpaid secretaries in that whole part of the State. Everybody in townknew that the girls out at the naval school were making 50 percentmore. That doesn't make it right. I am not proposing it for thatreason, but I think it is a fact of life that we ought to recognizeexists.

INCREASES IN POSTAL SALARIES
Mr. LONG. Let me raise this point.
Reading your statement I got the impression that the salaries ofpostal workers have gone up much more, relatively, than they didwhen the Postal Service was under Congress. Is that true?Mr. BAILAR. Yes, sir.
Mr. LONG. Why?
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Mr. BAILAR. I think I can answer your question but I disagree
with the suggestion it is a matter of management not standing up
to the unions.
Mr. LONG. You made the agreements, didn't you, or was it Congress

that did it?
Mr. BAILAR. The first and largest increase was negotiated with the

Congress as a condition for settling the postal strike in New York,
and supporting postal reform, and it was a large package. I was
not here at the time.
Maybe Mr. Dorsey can answer.
Mr. DORSEY. It was 14 percent altogether, Dr. Long, 6 and 8

percent, respectively.
Mr. LONG. I can't hear you.
Mr. DORSEY. There were two raises connected with the Postal Reor-

ganization Act. One of them was 8 percent retroactive to April 16,
1970.
Mr. LONG. Is this Congress' fault?
Mr. DORSEY. Congress enacted Public Law 91-231 and Public Law

91-375 which provided for a cumulative increase of 14 percent im-
mediately prior to the effective date of this Act.
Mr. BAILAR. The increases, the labor contracts that were signed

in 1971, 1973, and 1975 were negotiated by and totally the responsi-
bility of management. Speaking about the 1975 contract, which is

the one that I was personally responsible for and the one I signed,
I feel very strongly that a case can be made that it was a reasonable

settlement in the context of other nationally negotiated contracts,
that we did well.

Business Week characterized it as the cheapest major labor contract
negotiated in 1975, and I would like to supply you either privately
or for the record--
Mr. LONG. You are not shutting your eyes to all the previous

increases? Do you think you should take an increase on the basis
of the year in which it occurred and not look at it in the context
of all other increases?

After all, it is clear that the postal worker is getting a much higher
pay rate than people in comparable work, except maybe in New

York City.
Mr. BAILAR. Well, New York City, and Baltimore, and Chicago,

and Los Angeles, and a lot of other places, a lot of major metropolitan
areas in this country, Dr. Long, and I would like to--
Mr. LONG. Baltimore is a much cheaper city to live in than New

York. I could not justify giving people salaries in Baltimore because

of the cost of living in New York.
Mr. BAILAR. Well, the wage level for postal employees intended

to meet--
Mr. LONG. The highest level.

BINDING ARBITRATION IN LABOR DISPUTES

Mr. BAILAR. No, it is not intended to meet the highest and bring

everybody else up to that level, but I would point out to you that

one of the provisions of the Postal Reorganization Act that deals

with the labor negotiations indicates that if we do not negotiate an
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agreement with the unions the matter would be subject to bindingarbitration by a panel of arbitrators, one picked by the management,one by the unions, and a third one---
Mr. LONG. Is this Congress' fault? Did they set that binding arbitra-tion?
Mr. BAILAR. It is in the law and I think it an appropriate phaseof the law. It is one of the escape clauses to hopefully deal withan impasse in some way other than having a postal strike, and sowhen we negotiate a settlement with the unions we do it in lightof what an arbitrator probably would impose on us if we did notagree to something, and I am sure the same forces were felt bythe union.

MANAGEMENT ATTITUDES TOWARD POSTAL STRIKES

Mr. LONG. You are afraid of a strike basically; is that it?Mr. BAILAR. Yes, sir; I am very much concerned about a postalstrike. I think it would be a very, very unfortunate thing for thiscountry.
Now, the law prohibits a postal strike and I recognize that butnotwithstanding that we have had postal strikes in this country andI don't want to have another one.
Mr. LONG. I think this attitude is a Caspar Milquetoast philosophyand I think Congress is responsible for it. Every time we get pressuredby some union group we cave in.
I have been a good friend of unions. I have a pretty good recordof support for them, but I tell them quite frankly I am not goingto go along with this rule of force. We have an obligation to thetaxpayer, too.
Mr. BAILAR. We sure do, and I would point out to you that wehave settled on wage increases for postal supervisors and Postmastersthat those organizations say are inadequate and we are being chal-lenged in court on those.
Mr. LONG. There will come a time when they won't say it isadequate; isn't that true?
Mr. BAILAR. I don't think you are fair in characterizing the manage-ment as giving in to postal organizations when, in fact, we are incourt with the three major management organizations over this issueand I think we have taken a pretty strong stand.
I don't have any misgivings. The point is we are taking a strongstand.
Mr. LONG. Somewhere along you have to make a stand.
Mr. BAILAR. We are doing it.
Mr. ARMSTRONG. Would the gentleman yield?
Mr. LONG. Yes.

ACTIONS TAKEN AGAINST STRIKING EMPLOYEES

Mr. ARMSTRONG. I just wanted to ask what action ensues an illegalpostal strike? What happens to postal workers who participate inan illegal strike?
Mr. BAILAR. As a practical matter, or as a legal matter? Legallythey are discharged from their jobs. Am I correct, Counsel?
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Mr. Cox. Yes, and there is provision in the Criminal Code. I don't
remember offhand what the penalties are, but there are fines and
imprisonment penalties stipulated in it.
Mr. ARMSTRONG. Does the law prohibit them from continuing in

the Postal Service?
Mr. Cox. My recollection is that it does.
Mr. LONG. Why can't we just fire them? Why pass these laws

if we don't carry them out?
Mr. BAILAR. Well, we had a postal strike in 1970 in New York,

which reached into other areas. To the best of my knowledge there
were no postal employees disciplined or fired as a result of that.
Mr. Cox. That is correct.
Mr. ARMSTRONG. If you would yield further for just one more

question.
Mr. LONG. Be glad to.

CITIZEN SUITS AGAINST STRIKERS

Mr. ARMSTRONG. What would happen if citizen suits were brought
to enforce that law? Does the law contemplate such a thing? I think
there would be a good many citizens who would be shocked to find
out that after an illegal strike affecting a vital public service there
wasn't anybody disciplined.
Mr. Cox. Mr. Armstrong, as I think you probably appreciate, the

development of the law on the question of standing to bring a suit
and that kind of thing has been rapid and expansive in the last
few years, but my suspicion is, nevertheless, that the court would
probably say that a citizen would not have standing to bring a suit
of that kind.

Mr. ARMSTRONG. So if the management did not choose to discipline
them no one else could bring a suit to do so?
Mr. Cox. I doubt the court would entertain a suit on that. This

is a very foggy area of the current law and I wouldn't want you
to take my word as gospel.
Mr. LONG. Can you folks do it?
Mr. BAILAR. Yes.
Mr. LONG. Why don't you?
Mr. BAILAR. Without meaning to avoid your question, I wasn't even

working for the Postal Service and I never even met Red Blount.
Mr. LONG. People change so damn fast we can't hold anybody

responsible I suppose.
Mr. BAILAR. It was a problem that should have been brought up

six years ago.
With all due respect, I think if Members of Congress felt the postal

management was not doing their job in 1970 they should have said
so in 1970. Saying it in 1976 doesn't help us a great deal.

I understand the things that concern you and I agree with them.
Mr. LONG. I am not blaming you folks as much as I am blaming

Congress. I think we are the real malefactors.
Let me go on.

PUBLIC SERVICE COSTS STUDY GROUP

How long do you envision it would take your proposed study group
to come up with solutions?

65-950 0 - 76 - 6
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Mr. BAILAR. I think 18 months, 24 months, ought to be adequate.Mr. LONG. Would it be expensive?
Mr. BAILAR. I wouldn't think it would need staff of more thanhalf a dozen people.
Mr. LONG. Do you need it? Don't you know basically what theproblems are? Do you need to turn it over to a study group, exceptto say we have somebody studying it so we don't have to do anythingabout it for a while?
Mr. BAILAR. Mr. Long, I think the big issue here is the difficultyof defining what is public service. We can set out what the costof the various functions are pretty quickly. I think the problem wouldcome in saying, well, is it 5,000 of the small offices that are

uneconomic public services or is it 20,000? Can the necessary function
of the Postal Service be performed two days a week or does it takethree or five? There are some pretty heavy--
Mr. LONG. You have gathered some pretty smart people in your

own group who could come up with recommendations in a very shortwhile.
Mr. BAILAR. Yes, sir, we did.
Mr. LONG. I would hope you would do that. You can have your

study group but don't use your study group as a device for postponing
coming to grips with the problem. We have too many study groups
going on. Nobody pays much attention to them when the reports
come in.
Who would you put on the study group?
Mr. BAILAR. My understanding is that the legislation which has

been introduced provides for one person to be appointed by the
Speaker, one by the President pro tempore of the Senate, one by
the Postmaster General, and two by the President. There has been
legislation in the House sponsored by Chairman Henderson, and Sena-
tor McGee's bill is similar but I don't think it is quite as explicit
although maybe it is.
Mr. Cox. It covers that part of it the same way.

ATTRITION RATE AMONG POSTAL WORKERS

Mr. LONG. What is the attrition rate among postal workers this
year as compared to six years ago? What I want to get at is the
fact that you have a no-layoff policy, but to what extent do retirements
and voluntary separations take care of the problem of reducing the
number of people as you improve your efficiency with machinery
and so on?
Mr. BAILAR. I will ask Mr. Conway to answer your question with

some specifics, Dr. Long.
I would mention to you first, though, that the attrition is con-

siderably lower than it was some years ago, I think for two or three
reasons.
One is the economic circumstances. People aren't quitting jobs like

they did.
Mr. LONG. Sure. Why should they give up these very cushy jobs?
Mr. BAILAR. They are very good.
Mr. LONG. Why would anybody ever quit them? That in itself is

a pretty good indication of the fact that there is overpayment.
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Mr. BAILAR. There are some other issues involved here. One of
the issues is that postal employees now, I think, have better career
opportunities with promotional avenues that are open to them than
they did and I hope it is more attractive employment to them.
Mr. Conway can give you some specifics on attrition, please.
MT. CONWAY. Yes.
The current potential attrition rate is on the order of 8, 81/2 percent.

That includes people who retire, die, who are dismissed, and who quit.
This is down considerably. I don't have an exact figure, say, 5 or
6 six years ago, but it must have been 2 or 3 times that, I would
estimate.
We are talking here about regular people and not temporaries.
Mr. BAILAR. Can we supply that for the record.
[The information follows:1

RATE OF EMPLOYEE SEPARATION
Year Percent

Fiscal year 1971 15.4
Fiscal year 1972 13.2
Fiscal year 1973 13.6
Fiscal year 1974 19.3
Fiscal year 1975 7.3
Fiscal year 1976 *7.3
Fiscal year 1977 *7.9

*Estimated

REASSIGNMENT OF EMPLOYEES

Mr. LONG. Even so, does this enable you to reduce your staffs?
Mr. BAILAR. Yes, it does and it is an opportunity that we are

using albeit with some controversy. Our labor contract, in the absence
of the ability to lay off unneeded employees, has some compensating
clauses, one of which allows us to reassign employees from one loca-
tion to another or even from one craft to another if the requirement
exists. We have recently moved about 50 excess people out of Bir-
mingham and we are locating them elsewhere.
We have moved some of those employees to Memphis.

HIRING FREEZE

Mr. LONG. Do you have a freeze on hiring?
Mr. BAILAR. Not a national freeze but we have some very tight

controls on hiring and as a practical matter there is very little hiring
in the Postal Service now.
Mr. LONG. Very little hiring?
Mr. BAILAR. Yes, sir.
Mr. LONG. And this is basically the result of your no-layoff policy?
Mr. BAILAR. Well, it is the result of the fact that volume is down

and we just don't need those people and when we do need to do
some hiring we try to transfer them in from other facilities where
they are excess.
Mr. LONG. The time is short and I don't want to go on too long.
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SHORTAGE OF THREE-CENT STAMPS

We had a terrific tie-up recently in our Post Office where I havemy district office. The rate increase occurred right in the middleof the Christmas and New Year rush. People were lined up in thelobby and out on the street because they couldn't get three-centstamps and thirteen-cent stamps.
Wasn't there a better time for those increases so that they wouldn'tcoincide with the seasonal rush on Christmas?
Mr. BAILAR. Well, I don't think there is ever a good time forit.
Mr. LONG. I am sure there are slower times than the Ch:istmasrush.
Mr. BAILAR. There are slower times.
Our financial circumstances are so grave that I felt we had absolute-ly no option but to get the rate increase at the first possible day.We were losing something on the order of $7 million a day. Legally,with the conclusion of the last rate case on the schedule we mighthave been able to pursue a course of action that would have ledus to a rate increase about the 15th of December.
The Board of Governors discussed it and we concluded that becauseof the Christmas mailing volume and Christmas cards at least weought to put it off until after Christmas. We planned on institutingit on the 28th, I think, and it finally went in on the 30th or 31st.Mr. ELLINGTON. Dr. Long, one unanticipated problem that causeda lot of the tie-up was the fact that the courts had intervened inthe process at that point and led millions of people to believe thatthe ten-cent stamp was going to be continued longer than it was.In this condition of uncertainty, and there was a lot of publicityabout it, literally millions of people went out and bought more ten-centstamps than they would have if they had been able to predict thatstamps were going to 13 cents on the date that we had previouslyset.
As a consequence they all came in afterward to buy up three-cent stamps all out of proportion to what it would have been ifit had not been for the uncertainty created by this court condition.

REVERSE DISCRIMINATION

Mr. LONG. I hear a lot of complaints—maybe from ill-advised peo-ple—that the reason we have such bad postal service in BaltimoreCity is because of favoritism and reverse discrimination. Now I votedfor every civil rights bill, but I'm opposed to any discrimination.Isn't there a reverse discrimination which is producing moraleproblems among a lot of people who feel that others are gettingjobs and promotions not because of their qualifications but becauseof their color?
Mr. BAILAR. I know of the concern.
It is not limited to any one location in this country, Dr. Long.All I can tell you is that every time anybody makes a complaintabout racial discrimination, reverse or otherwise, we investigate itthoroughly and act on it as our findings would indicate. I don't knowwhat else we can do. I wouldn't do any less. I don't think we cango any further.
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The Federal Government has historically been a place where minori-
ty groups have found employment opportunities open to them that
were perhaps not open elsewhere. The Postal Service has a large
portion of minority employees and they get promoted, unfortunately
by their standards, not as often as they would like.
You will find the percentage of Postmasters in this country that

are a minority is not equal to the percentage of the rank and file.
The percentage of supervisors may be higher than Postmasters but
still not equal to the rank and file, and our black employees say,
"Look, we have 25 percent of the rank and file."

Mr. LONG. I appointed the first black Postmaster ever to be ap-
pointed in my congressional district over considerable local opposition,
so I want you to know where I stand. I feel we ought to have
equal opportunity but we make a grave mistake when we start pushing
people because of their race. I don't care what color they are. I
hope you don't do it.
Mr. BAILAR. No, sir.

LOCAL PROBLEMS WITH POSTAL SERVICE

Mr. LONG. It has been my observation, too, that the postal service
is basically a local problem. I have sent out various questionnaires
to different towns and I know in some towns the complaints were
enormous. In other towns, people say the service is marvelous, no
complaints at all. I am beginning to think it is not so much a national
problem as a local problem. An awful lot of my complaints come
out of the big cities—not in the smaller communities.
Mr. BAILAR. I think the service in Baltimore, as borne out by our

statistical measure, is pretty good. I will be glad to have somebody
visit with you if you like.
[The information follows:J

Percent (%) of first-class mail receiving overnight delivery in Baltimore, Md.

[At the end of each bi-weekly period]

Period ending Percent Period ending Percent

Feb. 14, 1975 98 Aug. 15, 1975 97

Feb. 28, 1975 92 Aug. 29, 1975 97

Mar. 14, 1975 98 Sept. 12, 1975 98

Mar. 28, 1975 98 Sept. 26, 1975 97

Apr. 11, 1975 98 Oct. 10, 1975 97

Apr. 25, 1975 98 Oct. 24, 1975 98

May 9, 1975 99 Nov. 7, 1975 98

May 23, 1975 99 Nov. 21, 1975 99

June 6, 1975 97 Dec. 5, 1975 98

June 20, 1975 98 Dec. 19, 1975 96

July 4, 1975 97 Jan. 2, 1976 95

July 18, 1975 99 Jan. 16, 1976 99

Aug. 1, 1975 98 Jan. 30, 1976 96

Mr. LONG. I just pass that on for you to take a look at.
That is all I have, Mr. Chairman, at this time.

'
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NATIONAL BULK MAIL NETWORK

Mr. STEED. Could you give us a little information on the parcel
post center program that you started, how far along are you and
how is it working?
Mr. BAILAR. I would like to ask Mr. Dorsey to reply, Mr. Chairman.
Mr. DORSEY. Mr. Chairman, we have all 21 of the bulk mail facilities

operating now. The last one was Los Angeles. It will probably be
late spring or mid-summer before they will be fully operative in every
sense of the word. It will probably take six months or a year to
shake them down because they are very complicated and highly
mechanized installations.
We just went through Christmas with 17 of them operating. We

were very pleased with the results. We had very good results out
of them in terras of moving the mail. We did have some problems
in Dallas, for instance, where the volume far exceeded our wildest
expectations.
We have had problems with certain kinds of packages, strangely

enough. Books that are not properly prepared seem to burst open
inside these facilities because they close them with paper tape rather
than with heavy cloth tape.
We have had problems with films, with some cartons wrapped in

straps. They get caught in mechanization. We have had difficulty
with that.

All in all I would say we are pleased with the performance. We
do face a declining parcel post volume. These facilities were built
to handle a much larger volume than is currently available and, there-
fore, our rate of return on investment is not as great as we originally
predicted it would be.

VIOLATION OF POSTAL LAWS

Mr. STEED. What is the kind of problem today in terms of pilfering,
looting, and illegal shipping of narcotics and contraband and that
type of general involvement do you get in the use of the mails as
a matter of crime and law violation?
Mr. BAILAR. My sense of it from the reports I get from the Inspec-

tion Service is that it is not more aggravated than in recent years.
I would like to give you some statistics that we can develop on
the number of complaints of a certain type, but I don't think there
has been any particular change.
Mr. STEED. A few years ago there was a rash of thefts of guns

being shipped through the mail, but I think that you pretty well
got on top of that problem.
Mr. BAILAR. We have a pretty vigorous Inspection Service and,

of course, we have had to put more money into security forces in
recent years than previously because depredations and vandalism on
postal property have increased, unfortunately, as they have everywhere
else, and I think the security force we have helps to keep the problems
of stealing the mail to a minimum, but I will have to supply some
statistics for the record, Mr. Chairman.
[The information followsl
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HIGHLIGHTS OF INSPECTION SERVICE
INVESTIGATIONS 

During Fiscal Years 1974, 1975 and 1976 to date, the Postal
Inspection Service has conducted 2,075 criminal investigations
of mailings which contained articles and substances considered
dangerous and potentially hazardous to postal customers and
employees. Approximately forty percent (40%) of these investi-
gations involved unlawful mailings of bomb and explosive devices
and materials; another forty-five (45%) dealt with nonmailable
revolvers, pistols and other weapons. The remaining fifteen
percent (15%) concerned investigations of the mailing of miscel-
laneous materials, such as chemicals, inflammables and poisons.

The number of bomb and explosives incidents investigated in
Fiscal Year 1974 totaled 297. In Fiscal Year 1975, 303
incidents were investigated--an increase of 2% over Fiscal Year
1974. During the first half of Fiscal Year 1976, 201 investi-
gations were conducted.

Firearms and other weapons investigations in 1974 totaled

403. In Fiscal Year 1975, 344 investigations were conducted--
a decrease of 17% over Fiscal Year 1974. There was a total

of 218 investigations conducted during the first six months of
Fiscal Year 1976.

Investigations involving chemicals, inflammables and poisons

totaled 113 in 1974. In Fiscal Year 1975, 113 investigations

were conducted--no change. There were 83 investigations con-

ducted during the first half of Fiscal Year 1976.

Fiscal Year 1976 statistics indicate an increase of investiga-

tions in all areas dealing with dangerous and potentially

hazardous mailings over investigations conducted during Fiscal

Year 1975.
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INVESTIGATIONS OF DANGEROUS POTENTIALLY HAZARDOUS
MATERIALS IN THE MAILSTREAM

CATEGORY FY 74 FY 75 FY 76 TOTALS

Bombs & 297 303 201 801Explosives (2% increase
over FY 74)

(projected 32'%
increase over 75)

Firearms & 403 344 218 965Other Weapons (17% decrease
over 74)

(projected 27%
increase over 75)

Chemicals,
Poisons &

113 113
(no change

83
(projected 47%

309

Inflammables over 74) increase over 75)

TOTALS 813 760 502 2,075

PERCENTILE OF TOTAL INVESTIGATIONS CONDUCTED

Bombs & Explosives Firearms & Other Weapons Chemicals, Poisons & Inflammables 

38.6% 46.5% 14.9%
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TRAINING TO MEET INCREASING MECHANIZATION

Mr. STEED. The mechanization program that you have under way
automatically creates new types of employment, skills that you need,
and, of course, that works itself into your general training program.
As you are aware, part of your training program is a matter of more
than passing interest to me and I have some familiarity with some
of the operations in the training field you have.
What is the picture in terms of training? You will always obviously

need some training but as the mechanization increases are your train-
ing needs growing with it?
Mr. BAILAR. Our training needs are growing more rapidly not only

because of putting in additional mechanization but also because of
increasing sophistication.
The automobiles that we acquire have transistorized ignition systems

instead of conventional ignition systems; so as we have the increased
amounts of mechanization and more sophisticated mechanization, we
need to train postal employees to handle the more intricate main-
tenance. That is one of the reasons, Dr. Long, as I mentioned earlier,
that I think turnover is down.

If ,we have an employee who is a clerk, a level 5, who can be
trained to be an electronics technician, level 7 or 8, and who has
the ability, we are willing to give him the training to enable him
to do a better job. Five or 10 years ago that sort of opportunity
didn't exist in the Postal Service, so the training needs are going
to grow, I am confident. We have a problem of funding them. They
are expensive but important to us.

ABILITY OF POSTAL EMPLOYEE TO ACQUIRE NEW SKILLS

Mr. STEED. It has always been interesting to me how you took
a work force the size you had and began to get requirements for
them to do things that nobody had ever heard of before and how
you have been able to train them, retrain them, into these new respon-
sibilities and skills. It would be one thing to go out and employ
people who are already trained and skilled in certain specific instances.
But for you to take mail carriers and mail handlers and find among
them those that can be trained in some of the very high skills that
you had to train them, I think is a remarkable thing about the versatili-
ty of an American worker.
What is your feeling about that?
Mr. BAILAR. We have been heartened, of course, by the number

of postal employees who are interested in the training and able to
absorb it. I think it is an important part of our employee relations
program, not only that we don't have to go out and hire the people
but that people who come in at the lower levels can aspire to more
responsibility and the higher level of pay, eventually becoming super-
visors, and postmasters, and on up the line.
Mr. STEED. It gives a new dimension and appeal for the young

beginner.
Mr. BAILAR. A higher caliber of person.
Mr. STEED. In the labor market you have a little better future

now than you ever had before.
Mr. BAILAR. Much better and some of it due to the wage increases

but not all of it.
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MOTOR VEHICLE FLEET EFFICIENCY
Mr. STEED. Could you give us any measurement figure on whatyou think has happened to your motor fleet and its efficiency sinceyou were able to step up your training of the people who handleyour motor pools?
Mr. BAILAR. I will probably have to give it to you for the record.Yes.
Mr. DORSEY. We can provide it for the record.
[The information follows:[
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Postal Service Training Activities 
Highlights 

The Postal Service has two major training systems. (1) The

Postal Service Training and Development Institute (PST&DI)

with elements at Bethesda, Md; and Norman, OK; New York City,

NY; Philadelphia, PA; Chicago, IL; and Los Angeles, CA; and

Memphis, TN.

PST&DI is responsible for the management, program development,

conduct, and evaluation of Management training, maintenance

technical training and correspondence programs. Also, PST&DI

develops and supplies programs to be delivered through local

Postal Employee Development Centers (PEDCs). (2) There is a

network of PEDCs throughout the Postal Service with one in

each of the 216 largest Post Offices. The PEDC manager and

his staff are responsible for all local training activities

including planning, programming, and budgeting.

We continue to look closely at our training investments

and their impact on the postal system.

In FY 1975 apProximately 40,000 mandays of Mail Processing

Equipment Maintenance training were conducted at the Tech-

nical Center, Postal Training and Development Institute,

Norman, Oklahoma. Indications are that this level of train-

ing will continue at least through FY 1976.

We have found that the machinery down time in those mechanized

offices that have made a high investment in maintenance train-

ing (52 hours of training per maintenance employee per year)

to be 33% less than in those offices with a low investment in

training (10 hours per maintenance employee per year). Also

we have found that those offices having made a high invest-
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ment in maintenance training are 8% more productive based on

total piece handling per hour and 2% more effective in meet-

ing service standards measured by ODIS than those offices

with a low investment in training.

In FY 1975 approximately 9,500 mandays of vehicle maintenance

training were conducted at the Technical Center and some 14,000

mandays are planned for this fiscal year. Considering auto-

motive mechanic training, we have found the total vehicle

operating costs per hour to be some 35% less in those facil-

ities with a high investment in training when compared to

those with a low investment.

Pre and post training skills of the individual vehicle and

mail processing maintenance employee have been measured

through questionnaires responded to by both the trainee

and his/her supervisor. On-the-job performance in both

maintenance areas showed marked improvement after training.

These results indicate that the effectiveness of our mechan-

ized resources is supported by, if not dependent on, trained

personnel.

Some statistics have been developed showing the training

impact on the mobility and advancement of our employees

particularly in the rapidly expanding areas involving

mechanization. A survey of 380 employees attending training

at the Technical Center over a three year period revealed

that:

Average number of courses taken  2.75
Average position grade level at beginning
of first course  6.9

Average position grade level at end of
3 years  11.7

Also a sampling of 166 maintenance employees promoted to

supervisor in 1975 revealed that 105 of them had participated

successfully in from 1 to 5 maintenance programs at the Tech-

nical Center.
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Mr. STEED. I understand you made some rather dramatic improve-
ments in that field and it would probably be interesting to know
how. I saw some figures somewhere where the turnaround time on
certain vehicles going in and out for repair and adjustment had been
dramatically reduced in areas where the training had been able to
be provided. Mr. Klassen when he was Postmaster General had some
experience where very favorable results had been obtained in that
area and I would assume that this sophisticated equipment that you
are getting and some that we saw there at the training center would
indicate that at least if there haven't been any dramatic gains in
that area as there has been in the vehicle area, at least you have
been able to stay on top of a need and not let a bad situation
develop.
Mr. BAILAR. Some of the needs don't have any precedent. Some

of the machinery we have can't be compared with less sophisticated
or simpler machinery because we just didn't have anything comparable
before and there are a lot of new skills that have to be developed.
Mr. STEED. One of the surprising things to me as we went through

that installation there at the University of Oklahoma was seeing the
vending machine from the other side. I know what they look like
on the side where you put the coins in slots but I never looked
at one from the other direction. Sometimes I wonder how anybody
invented it in the first place, much less how they learned to maintain
it, operate it and keep it up.
Mr. BAILAR. They look like a Rube Goldberg.

TRANSFER OF EXCESS EMPLOYEES

Mr. STEED. On the transfer of personnel, how extensive has that
been? I know some cases where transfers have been made and my
personal observation has been they turn out very well. I don't know
in the case, of course, of those who are being transferred whether
the morale factor is good.

I had heard there might be some adverse reaction. But what has
been your experience?
Mr. BAILAR. I think, Mr. Chairman, it has been kind of a mixed

bag. This transfer that I mentioned briefly down in Alabama that
involved 50 some employees was opposed by their union. They took
us to Federal court and failed to stop it. Some of the employees
even ended up retiring or quitting because they didn't like what was
happening. Some of them took the transfers under protest.

Besides the justification that the transfers were necessary from the
standpoint of the Postal Service, I was pleased to see that there
were some cases where employees whose jobs had been eliminated
were able to pass tests for higher levels of employment. Some of
the people in Birmingham who might otherwise have stayed on as
level 4 mail handlers all of a sudden found themselves qualified for
and moving in the higher level jobs, so there have been some real
good pluses to it.

I think generally that our employees understand the requirements.
Mr. ADDABBO. I apologize for being late.
Our other subcommittee had before it another user of tax dollars,

Defense Secretary Rumsfeld, so it has been the order of priorities.
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You probably have been asked many questions and probably answeredthem regarding whether you are going to give better service for 13cent mail or the possibility of 25 cent mail.
Is 13 cents where we are going to hold for a while?

MAINTAINING CURRENT POSTAL RATES

Mr. BAILAR. I hope we are going to hold that for a while.
Mr. ADDABBO. I don't know if the Chairman has asked you thequestion, but what were the OMB's reasons for turning you downon your request for the funds which we all know are needed beforeyou go to a 25 cent or 30 cent postal stamp.
Mr. BAILAR. Mr. Addabbo, I think they had two reasons.
One is the impact of this appropriation on the Federal budget,the Federal deficit, which was a matter of considerable concern tothem, and understandably so.
Second, I think they have a feeling that 5 years ought to be enoughfor mailers to get accustomed to the unsubsidized rates and to extendit beyond 5 years for commercial publications or 10 years for othersis just not necessary.
Mr. ADDABBO. Do we have the 5 year phasing support?
Mr. BAILAR. They are supporting the 5-year phasing. They are op-posing the 8-year phasing. They are supporting 10 years for nonprofitas opposed to the 16 years.
Mr. ADDABBO. Under the 5 year phasing, you don't need this $316million?
Mr. BAILAR. No, sir. They have supported the appropriation thatis necessary to fund the 5-year phasing. The $307 million is theadditional money needed to support the 8-year phasing.
Mr. ADDABBO. We are required to put inflationary impact statementsin the reports accompanying our bills. Has OMB been able to putin a cost inflation factor, how it would affect the economy, if thesubsidy was not given?
Mr. BAILAR. Not to my knowledge they haven't.
Mr. ADDABBO. Is there any way of computing it?
Mr. BAILAR. I don't know quite how you define the impact onthe economy. What would happen would be that we would have

to realize the money through rate increases rather than through theappropriation, and we are going to supply for the record some exam-ples of what would happen to a typical magazine or typical newspaper
if this were to happen, but in my statement I indicated that theregular second class rates would go up about 70 percent if we didnot get that money.
Mr. ADDABBO. Has there been any study within the Postal Service

or the Administration, of how many small users of the mail have
gone bankrupt, have gone out of business, since the scaling up ofrates?
Mr. BAILAR. We haven't done a study as such because I thinkgenerally when somebody goes bankrupt postal rates are a pretty

small part of it, even for a magazine like Life or Look. It is my
understanding Look Magazine was losing money at a pretty substantial
rate even if they had free postage when they went out of business.
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What we have done is to take a count on the number of titles
of magazines, new titles that are started and old titles that are dropped
off, and it shows new magazine starts are greater than magazine
deaths, but I am not sure that that is really very conclusive evidence
on the effect of postal rates on magazines.
Mr. ADDABBO. Has there been a review of your increased cost

of operations since becoming the Postal Service? One of the factors
I have seen is that when the Congress controlled the Post Office,
so to speak, operating expenses were much less.

In other words, when GSA operated a building for various Govern-
ment agencies, there was a leveling off of costs. Now you have as-
sumed your own maintenance, you have assumed your own capital
improvements and construction, and you go out and you hire indepen-
dent consultants, and incur other expenses at a higher cost to you
than when GSA did it for you.
Has any analysis been made as to cost savings if you sublet to

the Corps of Engineers, as was in the past, and have GSA conduct
the operation and building of postal facilities?
Mr. BAILAR. I don't know of any analysis that would fit your defini-

tion, Mr. Addabbo. We do, of course, have a lot of transactions
with GSA in which we rent space in Federal buildings from them
and we rent space in post offices to them, but I don't know that
there has been any historical analysis as to what has happened per
square foot over the course of 10 years.

Mr. ADDABBO. I think maybe we possibly should have GSA make
a cost analysis of that and also the question of merchandise purchas-
ing. Now you purchase on your own. You don't purchase through
GSA.

Is that correct?
Mr. BAILAR. We usually purchase on our own. There are occasions

when we buy off GSA mass contracts.
Mr. ADDABBO. But in the main it has been your own setup?
Mr. BAILAR. Yes, sir.
Mr. ADDABBO. You have to put in your own system.
Mr. BAILAR. Our procurement regulations are generally along the

lines of Government procurement regulations.
Mr. ADDABBO. But you have to put in a whole new system which

would be under your jurisdiction and I would be interested to see
the grade levels and salary levels of your procurement officers, et
cetera, vis-a-vis GSA because I know that you do not operate under
the same constraints as the Civil Service and GSA restraints are.

Again, one of my industries back home, as my dear friend Tex
reminds me, is trailer rentals. There have been studies, and not only
on trailer rentals but on the question of equipment which is Govern-
ment-owned and has to be maintained by Government versus Govern-
ment leased equipment. You have to put on permanent staff, per-
manent personnel, vis-a-vis leased equipment, which you only pay
on a usage basis and it must be maintained by the lessor and not
by you.
You don't have to have set storage facilities, maintenance manage-

ment, et cetera for leased equipment. Is that constantly under review?
Mr. BAILAR. It is constantly under review, Mr. Addabbo.
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I would tell you that in recent years we have never come up
with any analysis that would indicate that the traditional patterns,
that is, those we have been using for the last few years, ought to
be changed, but we do review it periodically.
Mr. ADDABBO. You have testified about going through new labor

negotiations?
Mr. BAILAR. We finished them this last fall.
Mr. ADDABBO. And as to the budgetary request and shortfalls that

are based on your new contracts, is there anything that has beenleft open to collective bargaining which may affect it?
Mr. BAILAR. We signed a contract with our labor unions that covers

a three-year period ending in July 1978. Of course, the Government
does not provide revenue to meet postal requirements through the
conventional part of the appropriations process except as our rates
affect the revenue foregone requirement for the different classes of
mail or franked and penalty mail, so the costs of that new labor
settlement are in our budget numbers but the appropriation is just
a slice of about 10 percent of the total budget.
As to the rural carriers, Mr. Bolger reminds me, the situation still

is somewhat fluid because of the complications which the Fair Labor
Standards Act has imposed on our conventional means of paying
rural letter carriers. We are having to arrive at a new formula, so
that one is still open.
As we negotiate these contracts with the organized employees, we

have also determined pay packages that are appropriate for post-
masters and supervisors and put those into effect. They have been
protested by the managerial organizations and those matters are now
in court.
Mr. ADDABBO. One further question, Mr. Postmaster.
I have been in touch with your office and appreciate the fact

that you are proceeding with the new facility at JFK, which is greatly
needed. There is also talk about centralization and certain facts have
been brought to my attention by the men who work in the facility,
and they claim there are routes with certain changeovers which result
in the double transportation of mail rather than simplification. I have
been in touch with your office and I understand they are looking
into that question to see whether or not that is a fact and whether
there will be simpler and cheaper handling of mail by your facility.
Mr. BOLGER. At your suggestion we had our management people

in the New York area meet with the President of the Queens Local
and they have had some discussions. They are going to have more
and they are going to take into consideration suggestions of the em-
ployee organizations for handling mail in the Queens area.
Mr. ADDABBO. I think that is wise and I think it should be handled

on a national basis. Sometimes on paper something looks good but
then when you talk to those actually handling the mail and routing
the mail you can see where the pitfalls might be.
Thank you, Mr. Chairman.
Mr. STEED. Gentlemen, I have some more questions.
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APPROPRIATIONS AUTHORIZED IN PUBLIC LAW 91-375

Mr. STEED. The Postal Reorganization Act (P.L. 91-375) authorizes
appropriations for three principal items: public service costs, free and
reduced-rate mail, and previous unfunded liabilities of the Post Office
Department. Would you review the method used to develop your
estimate for each of these items for fiscal year 1977?
Mr. BAILAR. For public service costs the estimate is according to

law, 10 percent of the 1971 appropriation to the former Post Office
Department as authorized in 39 U.S.C. 2401(b).
For free and reduced-rate mail, the estimates are based on volume

and applicable subsidized rates, phased and unphased, according to
39 U.S.C. 2401c, 39 U.S.C. 3626 (1) and (2), and Public Law
93-328.

For previous unfunded liabilities of the Post Office Department,
estimates are based on payments to the Employees' Compensation
Fund for injuries to postal employees which occurred prior to July
1, 1971, and on one-twelfth of the annual leave liability carried for-
ward at July 1, 1971.

PRESIDENT'S ESTIMATE OF POSTAL SERVICE BUDGET

Mr. STEED. I notice that the budget document carries two estimates
for the Postal Service, the President's recommendation and the Postal
Service request. Could you comment on this?
Mr. BAILAR. The Postal Service prepared its fiscal year 1977 ap-

propriation request in compliance with existing legislation including
the extended phasing provided by Public Law 93-328. The President's
recommendation does not include the additional amounts for extended
phasing. Also, the extended phasing was provided in the fiscal year
1976 regular appropriation enacted by the Congress and signed by
the President. Mailers have been given every reason to assume that
they will have adequate time to adjust their prices and business prac-
tices in light of anticipated higher rates, as intended by Public Law
93-328. The denial of these funds would defeat the purpose of the
phasing statute and would work a considerable hardship on these
postal customers.

AMOUNT REQUESTED FOR EXTENDED PHASINGS

Mr. STEED. What is the difference, for fiscal year 1977, between
the two estimates? Is it caused by the enactment of Public Law
93-328?

Mr. BAILAR. The difference between the USPS appropriation request
and the President's recommendation is $307,366,000. This is the
amount requested for Public Law 93-328, extended phasing.

Mr. STEED. Could you outline the requirements and funding of
Public Law 93-328 over the total period of phasing? Some funds
have already been appropriated for that purpose. What impact, if
any, will result if funds for Public Law 93-328 are not appropriated
next year?
Mr. GOULD. For fiscal year 1977, the Postal Service is requesting

$307.4 million in extended-phasing appropriations. If a failure of ap-
propriations occurs prior to the beginning of that fiscal year, the
Postal Service could put into effect, on October 1, 1976, new postal

65-950 0 - 76 - 7
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rates considerably higher than the step-5 rates currently scheduledto take effect on July 6, 1976.
At the currently scheduled step-5 rates, a typical news magazineweighing 6 ounces will pay an average of 5.01 cents per piece. Ifa failure of appropriations occurs, that same magazine would payan average of 8.29 cents per piece, an increase of more than 65percent. At the currently scheduled step-5 rates, a typical nonprofitveteran's magazine weighing 4 ounces will pay an average of 1.96cents per piece. Without extended phasing appropriations, it wouldpay an average of 2.56 cents per piece, an increase of 31 percent.The requirements and funding of Public Law 93-328 will be pro-vided for the record.
[The information follows:J
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COLLECTIVE BARGAINING AGREEMENT

Mr. STEED. You mentioned that you recently signed a collectivebargaining agreement covering about 600,000 postal employees. Couldyou expand a little on just what that agreement provides? For example,what postal employees are not covered?
Mr. BAILAR. Primarily, the national agreement does not covermanagerial and supervisory employees, professional employees, andour supplemental work force which is comprised of casual employees.With several very minor exceptions the national agreement does notapply to employees who work in facilities which are not engagedin customer services and mail processing.
Perhaps the clearest statement indicating those employees notcovered by the national agreement appears in the exclusionary clauseof the agreement itself. This clause states that the agreement doesnot apply to managerial and supervisory personnel, professional em-ployees, employees engaged in personnel work in other than a purelynon-confidential clerical capacity, security guards as defined in PublicLaw 91-375, 1201(2), all Postal Inspection Service employees or em-ployees in the supplemental work force as defined in article seven.It must be recognized that in addition to the national labor agree-ments we have several other labor agreements in the Postal Servicecovering our security guards, employees in our mail equipment shop,mail bag depositories, repair centers, and area supply centers. Thereis also an agreement covering our headquarters maintenance em-ployees and we have a bargaining unit of five nurses in Florida.

NEGOTIABLE ITEMS

Mr. STEED. What items are considered to be negotiable in thecollective bargaining process?
Mr. BAILAR. Under the Postal Reorganization Act the Postal Serviceis required to negotiate with the unions representing its employeesjust as private employers are required to do under the National LaborRelations Act. Under the provisions of that Act all employers, includ-ing the Postal Service, are obligated to bargain collectively with aunion representing a majority of the employees in an appropriatecollective bargaining unit with respect to all matters concerning wages,hours and other terms and conditions of employment.
The Postal Reorganization Act does not however permit negotiationof a closed shop or any other union security clause which wouldlimit an employee's right to form, join or assist a labor organizationor to refrain from any such activity.

NO LAY-OFF PROVISION

Mr. STEED. Does the agreement include a no lay-off provision?What are the terms of that provision?
Mr. BAILAR. Article six of the 1975 National Agreement providesfor a no lay-off clause. I believe it states that no employees employedin the regular work force will be laid off on an involuntary basisduring this agreement. This does not mean however that the PostalService cannot separate involuntarily any excess employee who refusesreassignment in accordance with the provisions of the agreement.
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NO STRIKE PROVISION

Mr. STEED. Does it include a non-strike or no-slowdown provision?
Mr. BAILAR. Yes it does. Article eighteen in the agreement forbids

strikes and slowdowns.

MAJOR PROVISIONS OF 1975 AGREEMENT

Mr. STEED. What are some of the other major provisions of the
contract including pay, leave, insurance, health benefits, etc.?
Mr. BAILAR. I will have to provide the wage and benefit provisions

of our agreement for the record.
[The information followsi
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HIGHLIGHTS OF 1975 AGREEMENT

Wages: July 21, 1975, increase of $400 in basic yearlysalary; $250 increase in basic annual salary March 21, 1976;$250 increase on November 21, 1976; $600 increase onJuly 21, 1977.

COLA: The cost-of-living formula in the outgoing contract"7)7:Firing July 20, 1975) is continued. This is as follows:

Base salary schedules increase one cent (1) per hour foreach 0.4 of a point increase over the negotiated baseperiod (June 1975) in the "National Consumer Price IndexFor Urban Wage Earners and Clerical Workers" published bythe Bureau of Labor Statistics, Labor Department. (1967= 100) (Generally known as the "Consumer Price Index")

Previous COLA: $1310 in total cost-of-living adjustmentswhich were made under the terms of the 1973-1975 NationalAgreement were incorporated into base salary. This has theeffect of increasing future retirement annuity benefits aswell as increasing the standard life insarance coverage ofeach employee.

Health Insurance: Employer contribution is raised from 65%to 75% of present formula effective July 21, 1975.

Life Insurance: The Agreement continues the employer'sobligation to assume the cost of standard life insurancecoverage.

Retirement: No change in the employer's contribution levelto the Civil Service retirement fund, i.e., the USPS willcontinue to contribute 7%.

Uniform Allowance: The yearly allowance for employeeseligible to participate in our Uniform and Work ClothesProgram was increased by approximately 10%. Employees inthe previous $140 uniform program now receive $154 per year.Employees in the previous $60 program now receive $66 peryear. Employees eligible to participate in the work clothesprogram may now purchase up to $30 worth of items annuallyas opposed to the previous contract program which provided$22 worth of work clothes.

Injury Compensation: Pursuant to the Postal ReorganizationAct the Postal Service is covered by the provisions of theFederal Employees' Compensation Act and our NationalAgreement restates this obligation. In addition, theAgreement states our commitment to promulgate regulationswhich conform with the applicable regulations of theDepartment of Labor's Office of Workers' CompensationPrograms.
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Leave: The National Agreement retains the leave earning

capacities, both sick and annual, which existed at the time

of the Postal Reorganization Act. These leave earning

capacities are the same as in the rest of the Federal

Government.

Other significant provisions of the National Agreement are as

follows:

Casuals:The 1975 Agreement permits the employer to hire

casual employees (up to 5% of the total number of employees

covered by the Agreement) to serve two 90-day terms plus 21

days at Christmas during any one calendar year. This is

considered to be a significant management gain in the 1975

negotiations since previous contracts limited casual

employees to one 90-day term per year.

Discipline: It has been agreed that the records of past

discipline may not be used against an employee in a

disciplinary action if the employee has had a clean record

for a period of two years. However, in the case of

counselling, the records of a past counselling may not be

considered in a disciplinary action if there has been no

disciplinary action initiated against an emnloyee for a

period of one year.

Mechanization and Technology: The Agreement retains

management's right to introduce new technological and

mechanization changes in the Postal Service.

Work and Time Standards: The Agreement retains

management's right to develop and implement work and or

time standards in the Postal Service, subject of course to

the Unions right to be kept informed of the development of

such standards and the right to challenge any new work or

time standards through the grievance-arbitration procedure.

Subcontracting: The Agreement retains management's rights

to subcontract subject to the obligation to "give due

consideration to public interest, costs, efficiency,

availability of equipment, and qualifications of employees."

I,enqth of Contract: The 1975 National Agreement is a

three year Agreement as opposed to the 
previous agreements

which were two year Agreements. The ability to obtain a

three year Agreement is considered quite 
significant as it

will give us a far greater stability in 
projecting our labor

costs as well as provide the opportunity to 
develop a more

stable relationship with the National Unions
.
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UNION ACTIVITIES PERFORMED ON-THE-CLOCK

Mr. STEED. What union activities are performed on-the-clock, thatis during normal work hours?
Mr. BAILAR. i will be happy to provide that information for therecord.
[The information follows:[



103

DESCRIPTION OF UNION ACTIVITIES
PERFORMED ON-THE-CLOCK 

Article XVII of the 1975 National Agreement, entitled
Representation, contains the provisions addressing the rights
and obligations of' Union stewards in the Postal Service.
Pursuant to this article the union has the right to designate
stewards in accordance with the following formula:

Employees in the same
Up to 49 craft per tour or station 1 steward
50 to 99 2 stewards
100 to 199 3 stewards
200 to 499 5 stewards
500 or more It 5 stewards

plus additional
steward for each
100 employees

Stewards who have been properly certified in accordance with
the above formula have the right to "investigate, present,
and adjust grievances." The steward will be paid at the
applicable straight time rate provided the time spent is a
part of steward's regular work day. Primarily, this means
that a steward is on the clock while handling grievances at
Step 1, the supervisory level, and Step 2, the installation
head level. Stewards, of course, do not have unlimited
rights to leave their work area. The Agreement specifically
provides that when a steward is to leave his work area to
investigate or adjust grievances, etc., he must request
permission from his immediate supervisor.

In addition to grievance handling, the steward has a right to
be on the clock to attend meetings called by the employer for
information exchange and other conditions designated by the
employer concerning contract application. Again, the steward
would be paid at the applicable straight time rate provided
the meetings fall within the steward's regular work day.

Also, those employees designated by the Union to be members
of local labor/management committees, safety committees, and
employee witnesses at arbitration hearings are considered to
be "on the clock" for the time spent in such activities
provided it is part of the employees regular work day.
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DURATION OF 1975 AGREEMENT

Mr. STEED. How long does the present contract run?
Mr. BAILAR. The 1975 agreement is for 3 years duration fromJuly 21, 1975 through July 20, 1978.

IMPACT OF RATES ON AGREEMENT

Mr. STEED. Does an increase in postage rates have any impacton the agreement with the employee unions?
Mr. BAILAR. An increase in postal rates would have no impacton the agreement with the employees' unions.

INFLATION AND COST OF LIVING ALLOWANCE

Mr. STEED. Assuming a 6 percent inflation rate, how much wouldthe cost of living increase be on a percentage basis?
Mr. BAILAR. A 6 percent inflation rate from June 1975 would

generate 70 cents per hour or $1,456 per year cost of living allowance
as of May 1978, which is the last date for a cost of living adjustmentunder the 1975-1978 National Agreement. This would be an 11.3
percent increase over the average base pay, including cost of living
allowance, in effect immediately prior to the 1975 agreement.

In general terms, under our cost of living allowance formula, a
1 percent increase in the Consumer Price Index generates two-thirds
of 1 percent increase in base rates.

FINANCIAL CONDITION OF POSTAL FUND

Mr. STEED. What is the financial condition of the Postal Fund
at this time and what do you forecast for the foreseeable future?
Mr. BAILAR. As of January 2, 1976, the Postal Service Fund had

a total cash and investment balance of $966 million. Also, at that
date there were loans payable outstanding of $1,750 million which
were incurred to satisfy cash requirements. A projection of cash flow
from July 1, 1976, through September 30, 1977, will be provided.
[The information follows:[

U.S. Postal Service cash flow
[In millions of dollars]

FY 1976
Transition

quarter FY 1977
Balance, beginning of year..  $1.069 $632 $440Receipts 13,038 3,443 14,506Disbursements —14,755 —4,135 —15,967
Ending balance, before borrowing —648 —60 —1,021Borrowing—net of repayments 1,280 500 1,398
Balance, end of year 632 440 377

FURTHER RATE INCREASES

Mr. STEED. Do you anticipate that postage rates will have to be
increased again in the near future?
Mr. BAILAR. The steady increase in our costs of doing business

as a consequence of inflationary pressures, and despite our most
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strenuous efforts at cost control, will make eventual postage rate
increases inevitable. We hope that those increases may be avoided
during the remainder of this year.

CONSTRUCTION PROGRAM

Mr. STEED. What is the status of your construction program?
Mr. BAILAR. Since the establishment of the Postal Service, we have

committed over $1.6 billion for construction of new postal facilities
and improvements to existing buildings. Based on our current 5 year
plan, fiscal year 1976-1980, the requirement for new construction
and improvements is estimated at $3.2 billion.
Mr. STEED. Have you constructed about all the major plants you

require in the immediate future?
Mr. BAILAR. No. Our Major Facility Replacement Schedule shows

continuing requirements through 1980.
Mr. STEED. How is that construction funded?
Mr. BAILAR. The money to pay for our construction is basically

a combination of the use of equity acquired through postal reorganiza-

tion and borrowed funds within our borrowing authority.
Mr. STEED. Do the plants so constructed become the property of

the Postal Service?
Mr. BAILAR. Facilities constructed for postal use fall into two broad

categories: owned new construction and leased construction. For new

owned facilities, the Postal Service purchases the site and contracts

for design and construction of the facility. For new leased facilities,

the lessor constructs the facility to postal specifications and leases

it to the Postal Service for a basic lease term with succeeding options

to renew the lease. Major plants being constructed and those con-

structed since postal reorganization are postal-owned properties.

Leased new construction since postal reorganization has generally been

limited to the smaller plants.
Mr. STEED. Do you use the so-called purchase contract or lease

purchase method of construction which was used by GSA for a short

period?
Mr. BAILAR. The Postal Service does not use the purchase contract

or lease purchase method of construction.
Mr. STEED. How much use to you make of leased space?
Mr. BAILAR. The Postal Service occupies approximately 161 million

square feet of space. Of this total 54 percent or about 88 million

square feet are leased from commercial sources.

MECHANIZATION PROGRAM

Mr. STEED. What is the status of your mechanization program?

Include mail handling equipment and vehicles.
Mr. BAILAR. During the last 4 years since creation of the U.S.

Postal Service we have committed a total of $528.9 million for fixed

mechanization, $108.6 million for non-fixed mechanization, and $51.0

million for other mail handling equipment for an overall total of

$688.5 million investment in mail processing equipment. Our present

5 Year Plan, 1976-1980, anticipates a further investment of about

$774.4 million.
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RESEARCH AND DEVELOPMENT

Mr. STEED. What are you doing in the field of research and develop-ment? Do you have a research and development division or similaroffice to direct this work for the Postal Service? What new develop-ments have occurred in this program in recent years?Mr. BAILAR. Yes, we do have a Research and Development Depart-ment, headed by an Assistant Postmaster General. Our R and Deffort has been on-going since the early 1960's when the Post Officereally got into R and D work as it is known in industry.Our efforts in this area have been largely responsible for themechanization now in place in post offices, such equipment as theletter sorting machines and the OCRs. The experimentation with barcoding, both in Cincinnati and New York, have been primarily Rand D projects.
Other recent projects include a mechanized flat sorter, the firstof its kind, an improved facer canceler, development work on con-tainerization, research on electronic message systems and a varietyof other research projects.

CORRECTING RATEMAKING DEFICIENCIES

Mr. STEED. Have you proposed legislation to correct the deficienciesin the ratemaking process?
Mr. BAILAR. Let us say that in general, we favor many of theproposals in S. 2844 affecting the Postal Rate Commission. Westrongly favor the 10-month limit on rate proceedings.One major factor causing the grave financial situation in the PostalService has been a break-down in the ratemaking process establishedunder the Postal Reorganization Act. In September 1973, the PostalService filed its application for a 10-cent first-class stamp. Had thisrate been approved in a reasonable time, we would have been ableto obtain a 13-cent first-class stamp when it was needed, in July1975. Instead, we were forced to wait for this essential increase untillate December 1975, more than 2 years after initial filing. Had webeen able to obtain a 13-cent stamp last July, we would not havethe better-than-a-billion-dollar deficit we have already accrued in fiscalyear 1976. In essence, the proceedings before the Postal Rate Commis-sion werc prolonged to the point of threatening the economic futureof the Postal Service.
We object, however, to the proposal to permit the Postal RateCommission to obtain whatever it desires from the Postal ServiceFund. Under present law, the Postal Service finances the Rate Com-mission budget, but the Governors of the Postal Service exercise alimited power of review over the total amount. We believe that thissystem has been fair and reasonable. We do not understand howit could be considered appropriate to provide the commission withabsolutely unlimited spending authority, to be covered from PostalService income. However, we do not object to a change in law,such as that contained in the House-passed H.R. 8603, which wouldrequire the Commission to submit requests through OMB to the Con-gress for appropriations. Indeed, we would favor such legislation.
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COST COVERAGE BY CLASS OF MAIL

Mr. STEED. What proportion of its cost is each class of mail now

generating from postal revenues?
Mr. BAILAR. The currently effective postage rates are designed to

cover the costs attributable to each class of mail and, except for

certain classes exempt by statute, that share of the other costs of

the Postal Service reasonably assignable to each class, after taking

account of congressional appropriations. But for the inevitable shortfall

of revenues due to the failure of postage rates to keep pace with

rising costs, it can be said that each class of mail is covering its

costs.

INCREASING RATES TO BREAK EVEN

Mr. STEED. When you propose increases in postage rates, are you

attempting to reach a point where all classes of mail will be self-

supporting?
Mr. BAILAR. Yes. The Postal Reorganization Act provides that

postage rates be designed so that the Postal Service will break-even,

after taking account of congressional appropriations. Moreover, rates

for each class are designed to cover the costs attributable to that

class plus those other costs reasonably assignable to it.

SELF-SUFFICIENCY OF POSTAL SERVICE

Mr. STEED. Do you think the Postal Service, under the existing

circumstances, will ever reach the goal of self-sufficiency envisioned

in the Postal Reorganization Act?
Mr. BAILAR. Operating under the existing circumstances, the Postal

Service appears to be heading into a vicious cycle of higher rates,

lower volumes and high levels of debt. At that rate, I think a goal

of self-sufficiency is increasingly questionable.
The break-even philosophy of the Postal Reorganization Act was

based on several key assumptions which have not materialized. One

was the anticipation that mechanization could be far more effective

in changing our labor-intensive operation than it, in fact, can be.

A second assumption that time has proved incorrect, was that mail

volume would continue to grow at a steady rate. Last year that trend

reversed itself and there is little reason to believe it will go up again

to any significant degree.
I believe that there is little hope of the Postal Service becoming

self-sufficient unless there first is a serious reevaluation of America's

real postal needs. Traditional postal services now provided to the

public, regardless of the extent of the need for those services, must

be reexamined.
I think it is time that we reevaluate the goal of self-sufficiency

itself. Perhaps that is no longer a desirable goal when weighed against

its cost to the American public.
That is why I have called for a commission to study the Postal

Service. These questions need to be addressed in light of the lessons

we have learned in the years since the Postal Reorganization.
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BORROWED FUNDS

Mr. STEED. Under the Reorganization Act you are authorized toborrow certain funds. What funds have been borrowed to date andwhat are your plans regarding additional borrowings under thisauthority in the future?
Mr. BAILAR. The Postal Reorganization Act authorizes the PostalService to issue and sell obligations not to exceed $10 billion outstand-ing at any one time. The net increase outstanding in any one yearshall not exceed $2 billion of which no more than $1.5 billion maybe used for capital improvements and $500 million for working capital.I can provide the actual and projected loans negotiated pursuantto this borrowing authority through fiscal year 1977.
[The information follows:[

Borrowing transactions
[In millions of dollars]

Borrowed Repayments
Balance

outstanding

Remaining
borrowing
authority

Balance, June 30, 1971  
$10,000Fiscal year 1972 $250 $250 9,750Fiscal year 1973 

250 9,750Fiscal year 1974 500 750 9,250Fiscal year 1975 1.500 $500 1,750 8,250Fiscal year 1976 1,500 220 3,030 6,970Transition quarter 500 3,530 6,470Fiscal year 1977 1.750 352 4,928 5,072

Mr. STEED. Mr. Miller.

COMPETITION IN FIRST CLASS MAIL

Mr. MILLER. How much competition would a commercial first classmail operation provide to the USPS? What would the loss of revenuebe?
Mr. BAILAR. A commercial first class mail operation not operatingunder the same restrictions and regulations as the USPS would posea major threat to the future of the USPS. Competition could offercheaper rates by operating in only the most lucrative locations andserving only those customers that would be profitable to their opera-tions. This would leave the USPS providing mail service to the balanceof the country or handling the most difficult and unprofitable portionof our present business. This would result in significantly higher postalrates. It is difficult to forecast the absolute magnitude of the impactthese systems would have on the postal service; however, a diversion

of as much as 25 percent of first class volume would cause a revenueloss of 2 billion dollars annually at current rates.

COMPUTER CODING OF LETTER MAIL

Mr. MILLER. What advances have been made in the area of com-puter coding letter mail?
Mr. BAILAR. Currently, approximately 450 million pieces of pre-

printed bar coded mail are processed annually by the Postal Service
in 26 cities. The Tulsa Post Office is currently testing the capabilityof processing computer addressed coded letter mail supplied by a
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major oil company that generates approximately 85,000 pieces of
mail daily. This capability would be unique to those post offices that
have large volumes of outgoing computer addressed mail and do not
currently have Optical Character Readers (OCR's) to process it. A
new trinary bar code, which provides a much higher quality of machin-
eable mail, and is adaptable to computer print trains, has recently
been developed. Additionally, the USPS has developed an experimen-
tal OCR that reads and encodes computer addressed letter mail.

DECREASING MAIL VOLUME

Mr. MILLER. On page 1 of your statement, you feel decreasing
mail volume will be a continuing trend. Why continuing?
Mr. BAILAR. We believe mail volumes will continue to be adversely

affected by rising postage rates that will inevitably accompany general
inflation, by the development of alternative delivery systems, and by
advances in communications technology, for example, electronic funds
transfer systems.

LESS EMPLOYMENT TO HANDLE INCREASED MAIL VOLUME

Mr. MILLER. How did you handle an increased volume of mail
with less work hours and less overtime?
Mr. BAILAR. During the past Christmas season this was accomplished

through a combination of factors—increased utilization of mechanized
processing and distribution of mail, mailer cooperation, and better
management of resources. Similar results can be expected as we move
toward complete mechanization in all areas in which mail volume
justifies such expansion. Productivity will be further improved as attri-
tion and casual reductions occur.

RISING ENERGY COSTS AND CONSERVATION MEASURES

Mr. MILLER. How has the increased cost of energy hastened the
rise of postal costs? Are we considering heating, gasoline, and electrici-
ty? What measures are we using to conserve energy?
Mr. BAILAR. If the U.S. Postal Service had not instituted an effective

energy conservation program, additional fuel costs in fiscal year 1975
would have totaled $47.9 million. Of this total avoidance, $20.3 mil-
lion was for transportation fuel, while $27.6 million was for plant
and equipment utilities.

In July 1973, the U.S. Postal Service established energy coordinators
at the Headquarters and regional level. They are responsible for coor-
dinating all matters pertaining to the fuel crisis.
An Energy Action Group was formed in November 1973. Their

primary objective was to achieve at least a five percent reduction

in fuel and energy usage in the Postal Service. Subsequently, the
goal has been revised upwards. The group is composed of top postal
management who worked with the regions in identifying action areas,
developing specific action plans, determining target dates to achieve

these actions, and monitoring and reporting actual fuel energy savings.

The conservation target dates were as follows: March 1, 1974, 5
percent reduction, April 1, 1974, 10 percent reduction (additional

5 percent); continuing, 20 percent reduction in facilities, 10 percent
in transportation.

65-950 0 - 76 - 8



110

Postal facilities were issued instructions that established broad na-tional policies and suggested criteria to be followed by the regionsin developing energy conservation programs for USPS plant and equip-ment.
Definitive steps for reducing vehicle fuel consumption are beingtaken. These mesures represent an all-out effort to conserve energywithout degrading service or creating a serious impact on our em-ployees.
An energy reporting system was developed to measure the resultsof our conservation actions. The monthly reports enable postalmanagement to pinpoint critical areas.
During fiscal year 1975, USPS experienced an average energy reduc-

tion, as compared to the base fiscal year 1973, of 16 percent for
facilities. Also, during the same time period, the postal vehicle fleetincreased by 18.5 percent and rural route delivery mileage increased3 to 4 percent, yet transportation energy consumption was reduced
approximately 3 percent. The net overall actual savings achieved were
10.1 percent over fiscal year 1973.

ELECTRONIC FUNDS TRANSFER

Mr. MILLER. To what extent is electronic funds transfer cutting
into first class mail volume? What is the future impact projection?
Mr. BAILAR. The impact of electronic fund transfer systems on

first class mail volume has not yet created any serious problem in
terms of loss of volume. The systems now in operation in various
parts of the country are for the most part experimental and are
not transferring significant volumes. The threat, however, in terms
of potential impact is of major proportions. Approximately 60 percent
of our current first class mail volume could be transferred by competi-
tive electronic fund transfer systems. The technology is available today
to transfer funds electronically. The future impact of these systems
on mail volume will depend to a large extent on how the public
reacts to this type of money transfer and the speed and ability of
competitive companies to develop electronic fund transfer systems.

POSTAGE RATES IN OTHER COUNTRIES

Mr. MILLER. Please provide for the record the comparative costs
of mail in other countries. For example Italy, Spain, Canada, United
Kingdom, and Switzerland. Why does it cost less to send a letter
in Switzerland and Canada?
Mr. BAILAR. I am providing a table showing the cost of the first

unit of letter postage in 12 western, industrialized countries. Informa-
tion recently received indicates that the postage rate for a letter
in Switzerland increased on January 1, 1976, to the equivalent of
15.5 cents.

Despite a very substantial deficit, the Canadian Post Office has
not yet increased postal rates. The Canadian postal deficit amounted
to $321 million in fiscal year 1975, compared with total revenues
of $618 million.
[The information follows:]
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Canada
U.S.A.
Switzerland
Japan
Belgium
United Kingdom
France
West Germany
Italy
Netherlands 2/
Australia —
Sweden

Foreign Postal Rates Compared
with United States Rate

Rate for One Unit of
Domestic Letter Postage
(national currency) 

C$
US$

.08

.13

.40 S. Franc
50 Yen
6.50 B. Franc
.085 Pound
.80 F. Franc
.50 D. Mark

150 Lira
.55 Guilder

A$ .18
1.00 Krona

Postage
Converted to 1/

U. S. Cents (C)-

8.0
13.0
15.5
16.6
16.7
17.3
18.0
19.5
20.3
20.7
22.9
23.0

1/ Foreign exchange rates prevailing on February 3, 1976

(New York Times, February 4, 1976).

2/ Effective April 1, 1976.

ALTERNATIVE MEANS OF COMMUNICATION

Mr. MILLER. What are the alternate, less expensive means of com-

munication customers are turning to? What other services are available

to large volume mailers?
Mr. BAILAR. Our customers include businesses, governments and

households. Businesses and governments are turning to electronic com-

munication as a means of transferring messages. The FCC decision

to encourage competition among common carriers has resulted in

more carriers, more capacity and lower communication rates. Ad-

vances in technology have brought about new services that provide

faster and less expensive ways of transferring messages. They include

high speed facsimile and direct data links between major businesses.

Households, as a result of increased postal rates, are using the

telephone more because of convenience and cost.

CLOSING OF SMALL POST OFFICES

Mr. MILLER. How can we close small post offices and maintain

the level of service.
Mr. BAILAR. There are several alternatives offered to the affected

customer. The customer comments on the alternatives via a survey

form. One, community post office, which is operated under contra:A

and can be combined with an existing business, can be established.

Under this arrangement, a community maintains its name, ZIP Code,

and identity. Two, rural carrier or star route services are provided,

therefore it will not be necessary to walk to the post office. Carriers

not only deliver mail, but will accept mail for dispatch, sell stamps,

money orders, etc. Three, combination of 1 and 2. Four, a non-
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personnel community post office can be established. It provides mailservice into lock boxes via a rural carrier who remains at the unita minimum of 15 minutes each delivery day to conduct stamp salesand other postal needs.
Under any of these options, the postal customer is receiving thesame, if not better, level of service that was available prior to thepost office closing.

ABSENTEEISM

Mr. MILLER. Last year you provided statistics on yoilr rate of absen-teeism, compare your present rates in past yearF What have youdone to improve
Mr. BAILAR. In discussing absenteeism last ye t„ we reported sickleave usage rate as our leading indicator of absenteeism. In 1974,we reported average sick leave usage per postal employee as 8.50days. In 1975, average sick leave usage was 8.68 days, a slight increaseover fiscal year 1974. However, due to increased management atten-tion, improved leave control techniques, and a concerted programto isolate the problem cases through personal counseling proceduresinvolving the supervisor and the employee concerned, we were ableto make a 2.5 percent improvement in reduction of sick leave usagein fiscal year 1976, through period ending January 2, 1976.Further improvement is expected through increased training effortsutilizing the postal employee development centers and training pro-grams whose specific objectives are to improve the control techniquesand to create greater awareness in our employees of the importanceand personal advantages accruing from the proper utilization of sickleave.
Mr. STEED. Mr. Roybal, do you have any questions?Mr. ROYBAL. Yes, thank you Mr. Chairman.

PRODUCITIVITY IMPROVEMENTS

You indicate that increased volume of mail was handled by 3.2percent fewer working hours. How was this accomplished, and canwe expect similar results in the future?
Mr. BAILAR. This was accomplished through a combination of fac-tors: increased utilization of the mechanized processing and distribu-tion of mail, mailer cooperation, and better management of resources.Similar results can be expected as we move toward completemechanization in all areas in which mail volume justifies such expan-sion. Producitivity will be further improved as attrition and reductionof casuals occur.

DELIVERY PERFORMANCE

Mr. ROYBAL. You indicate that your performance for delivery ofmail on time continues to improve. How do you define "deliveryof mail on time"?
Mr. BAILAR. This means that, after entry into the mail-stream andcompliance with certain requirements, such as use of ZIP Code anddeposit prior to 5 p.m. collections, a piece of mail will arrive atits destination in accordance with established service standards asmeasured by origin-destination information system. Overnight, 2- and3-day services are those afforded first-class mail.
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Mr. ROYBAL. What was your rating last year?
Mr. BAILAR. Our rating last year indicated that 90.16 percent of

first-class stamped mail was delivered on time.
Mr. ROYBAL. What is your rating this year?
Mr. BAILAR. This year 92.52 percent of our first-class stamped mail

is being delivered on time.

DEPRECIATION AS A PART OF DEFICIT

Mr. ROYBAL You talk about an operating deficit of $200 million
a month. Does that include a depreciation component?
Mr. BAILAR. Yes. The operating deficit of the Postal Service reflects

the net difference of operating expenses over revenue. Depreciation

is an item recognized as a operating expense and would be included

in the operating deficit.

CIVIL SERVICE UNFUNDED LIABILITY

Mr. ROYBAL. How much is the unfunded liability of the Civil Service

Retirement Fund, and how long before it becomes fully funded?

Mr. BAILAR. The unfunded liability of the Civil Service Retirement

and Disability Fund is $3,054,933,000 for fiscal year 1975. We esti-

mate that the unfunded liability will be $5,371,868,000 in fiscal year

1976, an increase of $2,316,935,000.
The unfunded liability will require annual installments for a 30-

year period before the fund becomes fully funded.

CYCLE OF LOW VOLUME AND HIGH COSTS

Mr. ROYBAL. Have you taken any action to reduce the cycle of

lower mail volume and higher costs?
Mr. BAILAR. Yes. We have instituted the excess employee reporting

system to maximize the effective use of our employees. This procedure

precludes the hiring of employees to handle the mail volume in one

office while we have employees in another office excess to the needs

of that facility. Additionally, we are reducing the use of casuals and

requiring that overtime be used only when necessary to move the

mail.

ALLOCATION OF REVENUE FROM FIRST CLASS MAIL

Mr. ROYBAL. Is there any reason why first-class mail should subsidize

other classes of mail?
Mr. BAILAR. There is no reason why any class of mail should sub-

sidize another class of mail and we do not believe such subsidization

is occurring. The Postal Reorganization Act requires that the full,

unphased rates for each category of mail be fixed at a level high

enough to cover the costs attributable to that category plus a share

of the other costs of the postal service reasonably assignable to it.

In the case of the categories subject to phasing, Congressional ap-

propriations, and not postage revenues from other mail categories,

cover the difference between phased rates and the full rates that

would otherwise apply.
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COMPETING WITH PRIVATE CARRIERS

Mr. ROYBAL. Can you successfully compete with other private mailcarriers? If not, why not?
Mr. BAILAR. We believe the Postal Service can and does effectivelycompete with private carriers in the delivery of second-, third-, andfourth-class mail. Some experiments have been made by private car-riers in the delivery of second-class such as magazine and newspapermatter; however, these deviated volumes are modest.
The Postal Service continues to offer the best means of deliveryfor direct mail advertising matter, as the service is best suited toprovide both the speed, selectivity, and reliability so essential to thesuccess of the many planned advertising campaigns undertaken bythe business users of this class.
The Postal Service is nearing completion of a national bulk mailsystem which should be fully operating later this year. Implementationof this system should help us greatly in our efforts to remain ona firm, competive footing with alternative private carriers in the parceldelivery business.
The private express statutes give the Postal Service a monopolyon the carriage of most mail matter having the nature of currentcorrespondence, largely first class. If the private express statutes wererepealed, thus permitting the private delivery of first-class mail, therewould be a tremendously adverse effect upon the Postal Service and,ultimately, on the American public. There are two basic reasons forthis. First, many postal costs are fixed and largely unrelated to mailvolume. If the volume were to decline significantly due to the repealof the statutes, the fixed costs would remain, to be apportioned overfewer pieces of mail. The result would be considerably higher postalrates. Second, private companies would almost certainly engage incream-skimming operations, that is to say, concentrate on mailingsfrom large-volume business mailers to areas of high population density.As a result, individuals would bear the burden of increased rates.

REDUCING WORKFORCE

Mr. ROYBAL. You intend to reduce your work force by 19,000man-years. Will this be through attrition or discharges?
Mr. BAILAR. This reduction of employees will be achieved throughattrition, transfers of excess employees to other offices where theyare needed, reduction in hours worked by part-time employees, andgradual elimination of casual employees.

UNION AGREEMENT TO TRANSFER POLICY

Mr. ROYBAL. Has the postal union agreed to the shifts of personnelyou plan to make?
Mr. BAILAR. The provisions of the national agreement provides aprocess for the reassignment of employees who are excess to theneeds of one facility to other facilities where there are vacant positionsand the employees can be productively utilized. The Postal Servicediscussed its program to utilize an excess craft employee reportingprocedure with the Unions prior to issuing it to the field for implemen-tation. All reassignment actions will be accomplished in accordancewith the provisions of the collective bargaining agreement betweenthe Postal Service and the unions.
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CUTTING SIX DAY DELIVERY

Mr. ROYBAL. Will 6-day delivery be cut to 5 days?
Mr. BAILAR. We are conducting a study of this option, but as

yet no decision has been made.
Mr. STEED. That ought to complete the making of our record and

it should be in pretty good shape.
I want to express our thanks and the committee's appreciation to

you for your appearance and cooperation. We are happy to have
been able to discuss this with you.
Mr. BAILAR. We appreciate your committee's support, Mr. Chair-

man.
Mr. STEED. The justifications will be inserted in the record at this

point.
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A
 
4
r
 
s
a
p
a
n
o
s
a
s
 
p
a
l
o
a
T
a
s
 
/
i

(
s
a
r
T
T
0
P
 
J
0
 
s
p
u
r
s
n
0
1
4
1
)

P,11.1 0
0
 
-
 
O
N
I
O
N
V
N
I
a
 

W
V
H
O
O
H
d
 

CINfld a
m
t
u
a
s
 
q
V
I
S
O
d

a
s
i
u
d
H
u
s
a



U
.
 
S
.
 
P
O
S
T
A
L
 
S
E
R
V
I
C
E

T
h
e
 
P
o
s
t
a
l
 
R
e
o
r
g
a
n
i
z
a
t
i
o
n
 
A
c
t
 
o
f
 
1
9
7
0
,
 
c
o
n
v
e
r
t
e
d
 
t
h
e
 
P
o
s
t
 
O
f
f
i
c
e
 
D
e
p
a
r
t
m
e
n
t
 
i
n
t
o

t
h
e
 
U
.
S
.
 
P
o
s
t
a
l
 
S
e
r
v
i
c
e
,
 
a
n
 
i
n
d
e
p
e
n
d
e
n
t
 
e
s
t
a
b
l
i
s
h
m
e
n
t
 
w
i
t
h
i
n
 
t
h
e
 
e
x
e
c
u
t
i
v
e
 
b
r
a
n
c
h
.

T
h
e
 
P
o
s
t
a
l
 
S
e
r
v
i
c
e
 
c
o
m
m
e
n
c
e
d
 
o
p
e
r
a
t
i
o
n
s
 
J
u
l
y
 
1
,
 
1
9
7
1
.
 
T
h
i
s
 
a
g
e
n
c
y
 
i
s
 
c
h
a
r
g
e
d
 
w
i
t
h

p
r
o
v
i
d
i
n
g
 
p
a
t
r
o
n
s
 
w
i
t
h
 
r
e
l
i
a
b
l
e
 
m
a
i
l
 
s
e
r
v
i
c
e
 
a
t
 
r
e
a
s
o
n
a
b
l
e
 
r
a
t
e
s
 
a
n
d
 
f
e
e
s
.

T
h
e
 
U
.
S
.
 
P
o
s
t
a
l
 
S
e
r
v
i
c
e
 
i
s
 
g
o
v
e
r
n
e
d
 
b
y
 
a
n
 
1
1
-
m
e
m
b
e
r
 
B
o
a
r
d
 
o
f
 
G
o
v
e
r
n
o
r
s
,
 
i
n
c
l
u
d
-

i
n
g
 
9
 
G
o
v
e
r
n
o
r
s
 
a
p
p
o
i
n
t
e
d
 
b
y
 
t
h
e
 
P
r
e
s
i
d
e
n
t
,
 
a
 
P
o
s
t
m
a
s
t
e
r
 
G
e
n
e
r
a
l
 
w
h
o
 
i
s
 
s
e
l
e
c
t
e
d
 
b
y

t
h
e
 
G
o
v
e
r
n
o
r
s
,
 
a
n
d
 
a
 
D
e
p
u
t
y
 
P
o
s
t
m
a
s
t
e
r
 
G
e
n
e
r
a
l
 
w
h
o
 
i
s
 
s
e
l
e
c
t
e
d
 
b
y
 
t
h
e
 
G
o
v
e
r
n
o
r
s
 
a
n
d

t
h
e
 
P
o
s
t
m
a
s
t
e
r
 
G
e
n
e
r
a
l
.

D
e
c
i
s
i
o
n
s
 
o
n
 
c
h
a
n
g
e
s
 
i
n
 
d
o
m
e
s
t
i
c
 
r
a
t
e
s
 
o
f
 
p
o
s
t
a
g
e
 
a
n
d
 
f
e
e
s
 
f
o
r
 
p
o
s
t
a
l
 
s
e
r
v
i
c
e
s

a
r
e
 
r
e
c
o
m
m
e
n
d
e
d
 
t
o
 
t
h
e
 
G
o
v
e
r
n
o
r
s
 
o
f
 
t
h
e
 
P
o
s
t
a
l
 
S
e
r
v
i
c
e
 
b
y
 
t
h
e
 
i
n
d
e
p
e
n
d
e
n
t
 
P
o
s
t
a
l

R
a
t
e
 
C
o
m
m
i
s
s
i
o
n
 
a
f
t
e
r
 
a
 
h
e
a
r
i
n
g
 
o
n
 
t
h
e
 
r
e
c
o
r
d
 
u
n
d
e
r
 
t
h
e
 
A
d
m
i
n
i
s
t
r
a
t
i
v
e
 
P
r
o
c
e
d
u
r
e

A
c
t
.
T
h
e
 
C
o
m
m
i
s
s
i
o
n
 
a
l
s
o
 
r
e
c
o
m
m
e
n
d
s
 
d
e
c
i
s
i
o
n
s
 
o
n
 
c
h
a
n
g
e
s
 
i
n
 
t
h
e
 
d
o
m
e
s
t
i
c
 
m
a
i
l

c
l
a
s
s
i
f
i
c
a
t
i
o
n
 
s
c
h
e
d
u
l
e
 
t
o
 
t
h
e
 
G
o
v
e
r
n
o
r
s
.
 
D
e
c
i
s
i
o
n
 
o
f
 
t
h
e
 
G
o
v
e
r
n
o
r
s
 
o
n
 
r
a
t
e
s
 
o
f

p
o
s
t
a
g
e
,
 
f
e
e
s
 
f
o
r
 
p
o
s
t
a
l
 
s
e
r
v
i
c
e
 
a
n
d
 
m
a
i
l
 
c
l
a
s
s
i
f
i
c
a
t
i
o
n
 
a
r
e
 
f
i
n
a
l
,
 
s
u
b
j
e
c
t
 
t
o

j
u
d
i
c
i
a
l
 
r
e
v
i
e
w
.

P
r
o
g
r
a
m
s
. 
-
 
I
n
c
l
u
d
e
d
 
a
r
e
 
a
l
l
 
p
o
s
t
a
l
 
a
c
t
i
v
i
t
i
e
s
 
p
r
o
v
i
d
i
n
g
 
w
i
n
d
o
w
 
s
e
r
v
i
c
e
s
;
 
p
r
o
-

c
e
s
s
i
n
g
,
 
d
e
l
i
v
e
r
y
,
 
a
n
d
 
t
r
a
n
s
p
o
r
t
a
t
i
o
n
 
o
f
 
m
a
i
l
;
 
r
e
s
e
a
r
c
h
 
a
n
d
 
d
e
v
e
l
o
p
m
e
n
t
;
 
a
d
m
i
n
-

i
s
t
r
a
t
i
o
n
 
o
f
 
p
o
s
t
a
l
 
f
i
e
l
d
 
a
c
t
i
v
i
t
i
e
s
;
 
a
n
d
 
a
s
s
o
c
i
a
t
e
d
 
e
x
p
e
n
s
e
s
 
o
f
 
p
r
o
v
i
d
i
n
g
 
f
a
c
i
l
i
-

t
i
e
s
 
a
n
d
 
f
i
n
a
n
c
i
n
g
.

F
i
n
a
n
c
i
n
g
.
-
 
T
h
e
 
a
c
t
i
v
i
t
i
e
s
 
o
f
 
t
h
e
 
U
.
S
.
 
P
o
s
t
a
l
 
S
e
r
v
i
c
e
 
a
r
e
 
f
i
n
a
n
c
e
d
 
f
r
o
m
 
t
h
e

f
o
l
l
o
w
i
n
g
 
s
o
u
r
c
e
s
:
 (
1
)
 
M
a
i
l
 
a
n
d
 
s
e
r
v
i
c
e
s
 
r
e
v
e
n
u
e
.
 (
2
)
 r
e
i
m
b
u
r
s
e
m
e
n
t
s
 
f
r
o
m
 
F
e
d
e
r
a
l

a
n
d
 
n
o
n
-
F
e
d
e
r
a
l
 
s
o
u
r
c
e
s
,
 (
3
)
 
p
r
o
c
e
e
d
s
 
f
r
o
m
 
b
o
r
r
o
w
i
n
g
,
 (
4
)
 i
n
t
e
r
e
s
t
 
f
r
o
m
 
U
.
S
.

s
e
c
u
r
i
t
i
e
s
 
a
n
d
 
o
t
h
e
r
 
i
n
v
e
s
t
m
e
n
t
s
,
 
a
n
d
 (
5
)
 a
p
p
r
o
p
r
i
a
t
i
o
n
s
 
b
y
 
t
h
e
 
C
o
n
g
r
e
s
s
.
 

A
l
l

r
e
c
e
i
p
t
s
 
a
n
d
 
d
e
p
o
s
i
t
s
 
a
r
e
 
m
a
d
e
 
t
o
 
t
h
e
 
P
o
s
t
a
l
 
S
e
r
v
i
c
e
 
F
u
n
d
 
a
n
d
 
a
r
e
 
a
v
a
i
l
a
b
l
e
 
w
i
t
h
-

o
u
t
 
f
i
s
c
a
l
 
y
e
a
r
 
l
i
m
i
t
a
t
i
o
n
 
f
o
r
 
p
a
y
m
e
n
t
 
o
f
 
a
l
l
 
e
x
p
e
n
s
e
s
 
i
n
c
u
r
r
e
d
,
 
r
e
t
i
r
e
m
e
n
t
 
o
f

o
b
l
i
g
a
t
i
o
n
s
,
 
i
n
v
e
s
t
m
e
n
t
 
i
n
 
c
a
p
i
t
a
l
,
 
a
n
d
 
i
n
v
e
s
t
m
e
n
t
 
i
n
 
o
b
l
i
g
a
t
i
o
n
s
 
a
n
d
 
s
e
c
u
r
i
t
i
e
s
.

T
h
e
 
1
9
7
7
 
p
r
o
g
r
a
m
 
f
o
r
 
t
h
e
 
U
.
S
.
 
P
o
s
t
a
l
 
S
e
r
v
i
c
e
 
i
s
 
b
a
s
e
d
 
o
n
 
a
n
 
a
n
t
i
c
i
p
a
t
e
d
 
m
a
i
l

v
o
l
u
m
e
 
o
f
 
8
8
.
4
 
b
i
l
l
i
o
n
 
p
i
e
c
e
s
 
c
o
m
p
a
r
e
d
 
t
o
 
8
8
.
0
 
b
i
l
l
i
o
n
 
e
s
t
i
m
a
t
e
d
 
f
o
r
 
1
9
7
6
 
a
n
d
 
8
9
.
3

b
i
l
l
i
o
n
 
f
o
r
 
1
9
7
5
.

S
i
n
c
e
 
1
9
7
3
,
 
t
r
a
n
s
a
c
t
i
o
n
s
 
o
f
 
t
h
e
 
P
o
s
t
a
l
 
S
e
r
v
i
c
e
 
F
u
n
d
 
a
n
d
 
t
h
e
 
a
s
s
e
t
s
 
a
n
d
 
l
i
a
b
i
l
i
-

t
i
e
s
 
o
f
 
t
h
e
 
U
.
S
.
 
P
o
s
t
a
l
 
S
e
r
v
i
c
e
 
n
o
 
l
o
n
g
e
r
 
a
p
p
e
a
r
 
w
i
t
h
i
n
 
t
h
e
 
t
o
t
a
l
s
 
o
f
 
t
h
e
 
U
.
S
.

b
u
d
g
e
t
.
 
T
h
e
 
s
c
h
e
d
u
l
e
s
 
p
r
e
s
e
n
t
e
d
 
h
e
r
e
 
r
e
f
l
e
c
t
 
s
u
m
m
a
r
y
 
d
a
t
a
 
o
n
 
p
o
s
t
a
l
 
o
p
e
r
a
t
i
o
n
s
.

S
e
c
t
i
o
n
 
2
0
0
5
 
o
f
 
t
h
e
 
P
o
s
t
a
l
 
R
e
o
r
g
a
n
i
z
a
t
i
o
n
 
A
c
t
 
a
u
t
h
o
r
i
z
e
s
 
b
o
r
r
o
w
i
n
g
 
a
u
t
h
o
r
i
t
y
 
o
f

$
1
0
 
b
i
l
l
i
o
n
 
w
i
t
h
 
a
 
y
e
a
r
l
y
 
l
i
m
i
t
a
t
i
o
n
 
o
f
 
$
2
 
b
i
l
l
i
o
n
,
 
o
f
 
w
h
i
c
h
 
n
o
t
 
m
o
r
e
 
t
h
a
n
 
$
5
0
0

m
i
l
l
i
o
n
 
m
a
y
 
b
e
 
u
s
e
d
 
t
o
 
c
o
v
e
r
 
o
p
e
r
a
t
i
n
g
 
e
x
p
e
n
s
e
s
.
 

A
s
 
o
f
 
S
e
p
t
e
m
b
e
r
 
3
0
,
 
1
9
7
7
,
 
i
t
 
i
s

e
x
p
e
c
t
e
d
 
t
h
a
t
 
d
e
b
t
s
 
o
u
t
s
t
a
n
d
i
n
g
 
p
u
r
s
u
a
n
t
 
t
o
 
t
h
i
s
 
b
o
r
r
o
w
i
n
g
 
a
u
t
h
o
r
i
t
y
 
w
i
l
l
 
a
m
o
u
n
t

t
o
 
$
4
.
9
 
b
i
l
l
i
o
n
.

1
/
2
3
/
7
6



U
.
 
S
.
 
P
O
S
T
A
L
 
S
E
R
V
I
C
E
 
-
 
C
o
n
t
'
d
.

O
p
e
r
a
t
i
n
g
.
-
 
E
s
t
i
m
a
t
e
d
 
r
e
c
e
i
p
t
s
 
w
i
l
l
 
t
o
t
a
l
 
$
1
4
.
4
 
b
i
l
l
i
o
n
 
i
n
 
1
9
7
7
.
 
T
h
i
s
 
i
n
c
l
u
d
e
s

$
1
2
.
6
 
b
i
l
l
i
o
n
 
f
r
o
m
 
m
a
i
l
 
a
n
d
 
s
e
r
v
i
c
e
 
r
e
v
e
n
u
e
,
 
$
4
7
.
8
 
m
i
l
l
i
o
n
 
f
r
o
m
 
i
n
v
e
s
t
m
e
n
t
 
i
n
c
o
m
e
,

$
1
.
8
 
b
i
l
l
i
o
n
 
f
r
o
m
 
a
p
p
r
o
p
r
i
a
t
i
o
n
s
 
i
n
c
l
u
d
i
n
g
 
$
5
4
.
1
 
m
i
l
l
i
o
n
 
t
o
 
c
o
v
e
r
 
u
n
f
u
n
d
e
d
 
l
i
a
b
i
l
i
-

t
i
e
s
 
o
f
 
t
h
e
 
P
o
s
t
 
O
f
f
i
c
e
 
D
e
p
a
r
t
m
e
n
t
 
a
n
d
 
m
i
s
c
e
l
l
a
n
e
o
u
s
 
o
t
h
e
r
 
i
n
c
o
m
e
 
o
f
 
$
2
0
.
6
 
m
i
l
l
i
o
n
.

T
h
e
 
1
9
7
7
 
p
r
o
j
e
c
t
e
d
 
r
e
v
e
n
u
e
 
a
n
d
 
o
p
e
r
a
t
i
n
g
 
r
e
c
e
i
p
t
s
 
w
i
l
l
 
n
o
t
 
c
o
v
e
r
 
t
h
e
 
e
s
t
i
m
a
t
e
d

e
x
p
e
n
s
e
 
o
f
 
p
r
o
c
e
s
s
i
n
g
 
8
8
.
4
 
b
i
l
l
i
o
n
 
p
i
e
c
e
s
 
o
f
 
m
a
i
l
,
 
r
e
s
u
l
t
i
n
g
 
i
n
 
a
 
d
e
f
i
c
i
t
 
o
f

$
1
,
0
5
5
.
6
 
m
i
l
l
i
o
n
.
 
R
e
c
o
v
e
r
y
 
o
f
 
a
c
c
u
m
u
l
a
t
e
d
 (
1
9
7
2
 
t
h
r
o
u
g
h
 
1
9
7
7
)
 
p
r
i
o
r
 
y
e
a
r
 
l
o
s
s
e
s

w
i
l
l
 
r
e
q
u
i
r
e
 
a
n
 
a
d
d
i
t
i
o
n
a
l
 
$
6
4
3
.
9
 
m
i
l
l
i
o
n
 
i
n
 
f
u
t
u
r
e
 
a
n
n
u
a
l
 
r
e
v
e
n
u
e
s
 
w
h
e
n
 
a
m
o
r
t
i
z
e
d

o
v
e
r
 
a
 
7
-
y
e
a
r
 
p
e
r
i
o
d
.

-

1
/
2
3
/
7
6



B
U
D
G
E
T
 
H
I
G
H
L
I
G
H
T
S

F
i
s
c
a
l
 
Y
e
a
r
 
1
9
7
7

T
h
e
 
P
o
s
t
a
l
 
S
e
r
v
i
c
e
'
s
 
b
u
d
g
e
t
 
f
o
r
 
F
i
s
c
a
l
 
Y
e
a
r
 
1
9
7
7
 
r
e
f
l
e
c
t
s
 
t
h
e
 
f
o
l
l
o
w
i
n
g
 
a
s
s
u
m
p
t
i
o
n
s
 
a
n
d

o
b
j
e
c
t
i
v
e
s
:

-
 
M
a
i
l
 
v
o
l
u
m
e
 
w
i
l
l
 
r
e
a
c
h
 
8
8
,
4
0
0
 
m
i
l
l
i
o
n
 
p
i
e
c
e
s
,
 
a
n
 
i
n
c
r
e
a
s
e
 
o
f
 
4
0
0
 
m
i
l
l
i
o
n
 
p
i
e
c
e
s
 
o
r

p
e
r
c
e
n
t
 
i
n
c
r
e
a
s
e
 
o
v
e
r
 
F
i
s
c
a
l
 
Y
e
a
r
 
1
9
7
6
.

-
 

A
 
p
o
s
t
a
g
e
 
r
a
t
e
 
i
n
c
r
e
a
s
e
 
e
f
f
e
c
t
i
v
e
 
D
e
c
e
m
b
e
r
 
3
1
,
 
1
9
7
5
,
 
i
s
 
r
e
f
l
e
c
t
e
d
 
i
n
 
t
h
i
s
 
b
u
d
g
e
t
.

-
 
C
l
e
r
k
 
p
r
o
d
u
c
t
i
v
i
t
y
 
i
n
 
1
9
7
6
 
w
i
l
l
 
i
n
c
r
e
a
s
e
 
7
.
0
 
p
e
r
c
e
n
t
 
o
v
e
r
 
1
9
7
5
 
a
n
d
 
i
n
c
r
e
a
s
e
 
3
.
4
 
p
e
r
c
e
n
t

i
n
 
1
9
7
7
 
o
v
e
r
 
1
9
7
6
.

a
 
0
.
4
5

-
 
C
i
t
y
 
c
a
r
r
i
e
r
 
p
r
o
d
u
c
t
i
v
i
t
y
,
 
b
a
s
e
d
 
o
n
 
p
i
e
c
e
s
 
d
e
l
i
v
e
r
e
d
,
 
w
i
l
l
 
d
e
c
r
e
a
s
e
 
0
.
4
 
p
e
r
c
e
n
t
 
i
n
 
1
9
7
6

a
n
d
 
i
n
c
r
e
a
s
e
 
1
.
8
 
p
e
r
c
e
n
t
 
i
n
 
1
9
7
7
.

-
 
O
v
e
r
-
a
l
l
 
p
r
o
d
u
c
t
i
v
i
t
y
,
 
b
a
s
e
d
 
o
n
 
t
o
t
a
l
 
m
a
n
-
y
e
a
r
s
 
a
n
d
 
p
i
e
c
e
s
 
d
e
l
i
v
e
r
e
d
,
 
w
i
l
l
 
i
n
c
r
e
a
s
e
 
1
.
4

p
e
r
c
e
n
t
 
i
n
 
1
9
7
6
 
a
n
d
 
2
.
0
 
p
e
r
c
e
n
t
 
i
n
 
1
9
7
7
.

-
 
E
n
d
-
o
f
-
y
e
a
r
 
e
m
p
l
o
y
m
e
n
t
 
f
o
r
 
1
9
7
6
 
t
o
 
b
e
 
6
7
9
,
4
9
9
,
 
a
 
r
e
d
u
c
t
i
o
n
 
2
2
,
8
4
3
 f
r
o
m
 
1
9
7
5
,
 
a
n
d
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