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POSTAL SERVICE ACT OF 1980

TUY3DAY, AYRIL 15, 1980

U.S. SENATE,
Suco MItrE ON ENERGY, NucLEAR

PZ'LIFERATION AND FEDERAL SERVICE,
CommTEE ON GOVERNMENT AFFAms,

'Wuaingt on, D.C.
The subcommittee ,net at 10 a.m., in room 1202 of the Dirksen Sen-

ate Office Building, t1un. John Glenn (chairman of the subcommittee)
presiding.

Present: Senators Glenn and Javits.
Senator GLENN. The hearing will be in order.

OPENING STATEMENT OF SENATOR GLENN

Senator GLENN. The Subcommittee on Energy, Nuclear Prolifera-
tion, and Federal Services begins a series of hearings today on several
important postal measures pending before the subcommittee. Among
these are the Postal Service Act of 1980, a bill which I plan to intro-
duce today and a draft of which has been provided to all the witnesses.
H.R. 79, the Postal Service Act of 1979, and.H.R. 826, which places
the Postal Service under certain provisions of the Occupational
Safety and Health Act of 1970.

The merits of the various legislative proposals before us must be
examined in the light of the budget cuts recommended by the Presi-
dent and the Senate and House Budget Committees. These recom-
mended cuts range from a low of $250 million by the President to a
high of $836 million by the House Budget Committee. Those are cuts.
The Senate Budget Committee has recommended a cut of $588 million.
These reductions are postulated on elimination of 1 day of mail deliv-
ery. This is an extremely important policy matter-one which affects
all of us-and it deserves thorough congressional consideration.

Senator Javits.

OPENING STATEMENT OF SENATOR 7AVITS

Senator JAVITS. Thank you, Mr. Chairman. First, I want to take
this opportunity to welcome Mr. Moe Biller, who is president of the
New York Metro Area Postal Workers.

Since the early 1960's the U.S. Postal Service--formerly the Post
Office Department-has experienced organizational and financial
problems which on several occasions Congress has attempted to remedy
through legislation. The most comprehensive and far reaching was

(1)



2

the Postal Reorganization Act of 1970. That act abolished the Post
Office Department as a Cabinet level department and established an
independent establishment within the executive branch of the Gov-
ernment to own and operate the Nation's postal system.

Unfortunately, it has become increasingly clear that the basic prem-
ise of the reorganization-that postal rates should enable the Postal
Service to achieve a self-sustaining revenue by 1985--appears to have
become an unrealistic goal.

There are, of course, a number of factors which have contributed
to the operating deficit; however, inflation has undoubtedly been the
greatest factor. The sharp rise could not have been foreseen when
the 1970 law was enacted, and it has had a major impact not only on
labor costs, which comprise 86 percent of the USPS budget, but on
construction, materials and equipment, and operations in general. Also
unforeseen was the relentless rise in the cost of energy. The USPS
estimates that for every 1-cent increase in the cost of a gallon of gaso-
line, the transportation costs increase by $3 million.

The legislation we are considering today attempts to address these
problems by reinstating some measure of congTessional and executive
control and by making the USPS more efficient.

These hearings will also examine the safety and health policies
within the Postal Service. Presently, the Postmastser General has the
statutory responsibility to establish and maintain an effective and com-
prehensive occupational safety and health program for USPS. OSHA
may inspect and survey postal facilities only at the invitation of the
USPS.

The unfortunate death of Michael McDermott, at the New York
Bulk and Foreign Center, and the subsequent findings by OSHA of
12 serious violations of safety standards, including the removal of a
bumper guard which could have prevented the death, raise serious
questions in my mind about the ability of the Postal Service to main-
tain an effective safety program.

Finally, Mr. Chairman, these hearings are taking place in concert
with the Senate's consideration of the fiscal year 1981 budget. There
has been a great deal of discussion about reducing mail delivery from
6 to 5 days in order to meet the anticipated cut in the postal budget. I
am concerned that such a decision could exacerbate the current trend
of mailers seeking alternate delivery systems and thus decrease further
the revenues of the Postal Service. I believe we should give careful
consideration to the consequences of a service cut upon both the public,
the ratepayers and the postal workers. I look forward to the testimony
we will receive during these hearings.

Senator GLENN. At this point in the record we will insert a state-
ment submitted by Senator Stevens.

[The prepared'statement of Senator Stevens follows:]
PREPARED STATEMENT OF SENATOR Tm STEvENs

Mr. Chairman, the timing of these hearings is extremely appropriate. We not
only have a number of legislative proposals before us to consider, but we must
also take into consideration the future of the U.S. Postal Service. I refer to the
various proposals, both In Congrss and from the Administration, which would
eliminate or severely reduce the amount of public service appropriations to the
U.S. Postal Service.
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The reduction of such funds could have significant long-range, as well as short-
term impacts on the future of the U.S. Postal Service. Proposals ranging from
a $250 to a $830 million reduction In Federal assistance to the Postal Service
have been discussed. If, In fact, such cuts do take place, it will-I have no doubt-
cause postal service to be cut and significantly increase postal rates. We already
know that the U.S. Postal Service intends to ask the Postal Rate Commission for
a rate increase to be effective in 1981. However. such cutG In Federal funding
could accelerate a second request or possibly increase the amount of the Imminent
proposal. In either case, the major effects would be an increase in inflation. But
there will be other important and perhaps Irrevocable damage to the U.S. Postal
Service.

Large mailers and shippers are already looking for alternative means o* deliv-
ering their products. Service cutbacks coupled with rate increases could accel-
erate that search and use of alternative means of delivery. Such a move by large
mailers will undoubtedly increase the volume of mail, thus putting ,added pres-
sure on first class mail to make up for lost revenues.

I foresee ourselves caught iii a very vicious spiral of decreasing volume and
Increasing prices. Those that will be hurt most by service cuts and Increased rates
are those Americans who reside in the rural parts of this Nation-individuals who
do not have ready acc.!ss to Inexpensive telecommunication systems or who are
not able to just walk to the nearest newstand to pick up a magazine or news-
paper. The Postal Service has truly been an agency that blnds this country to-
gether. And I am becoming increasingly concerned that the one agency which
deals with more people every day than any other arm of the Federal Government
will see its role shrink-not becaus, of a lack of need for its services, but because
many misunderstand the role of the Postal Service in the everyday lives of every
American.

I will be very interested to learn what our friends representing postal em-
ployees, large mailers and shippers, and those who manage the Postal Service
have to say, not only about the bill before us, but on the effect of possible budge-
tary cuts to the U.S. Postal Service.

Senator GLENNz. Since our time is short today and our witness list
long, I would welcome some restraint on the part of the witnesses in
terms of the length of their oral statements. Of course, any written
statements will be reprinted in their entirety in the hearing record.

Our witness list today includes Hon. Tom Corcoran, U.S. Repre-
sentative, State of Illinois; Hon. Howard J. Derwinski, U.S. Repre-
sentative, State of Illinois; Mr. Emmet Andrews, general president,
American Postal Workers Union; Mr. Dean King, president, National
Rural Letter Carriers Association; Mr. James LaPenta, director, Fed-
eral Public Service Division, Mail Handlers' Division, the Laborers
International Union; Mr. Vincent Sombrotto, president, National As-
sociation of Letters Carriers; and Mr. Morris Biller, president, New
York Metro Area Postal Union of New York.

Our first witnesses are Mr. Corcoran and Mr. Derwinski. If you will
take your seats please, we will be glad to have your statement either
in summarized version or in their entirety. In either event, they will be
included in their entirety.

TESTIMONY OF HON. TOM CORCORAN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF ILLINOIS

Representatlvb CORCORAw. Thank you very much, Mr. Chairman. I
do have a prepared statement which I would like to make a part of the
record. I also have some comments that I would like to make about the
current problem that faces the Postal Service and the Congress. •

My views on postal matters are influenced primarily by two thing.
First of all, my experience during the last few years in serving on the
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House Post Office and Civil Service Committee and, second, by the
type of district that I represent.

My district, like the State of Illinois and the State of Ohio, is a
microcosm of the country. It consists of a pretty good sized city, many
small .- mmunities, colleges, factories, and farms. There are also many
people who live in my district who work downtown in the city of
Chicago and commute daily.

So I come before you this morning to reflect these two inputs-my
experience on the committee and the practical association I have had
over many years in connection with the area that I come from and
the district that I now have the privilege to represent.

As you know, Mr. Chairman, the Public Service subsidy for the U.S.
Postal Service has begun to be reduced effective this year, fiscal year
1980. The 1970 Postal Reorganization Act provided that commencing
in -this fiscal year there would be a 10-percent reduction per year
until 1984.

Now the Budget Committees in both the House and the Senate, as
well as the President, have recommended that there be sizeable cuts
in the Postal public service subsidy.

Mr. Chairman, as you know, all of these proposals are offered with
the best of intentions by the House, the Senate, and the President be-
cause we are all concerned about the exceptionally high level of infla-
tion, nearly 20 percent and the effect of the budget on the rate of infla-
tion, but I think that we should recognize that there is more involved
than simply the elimination of the public service subsidy and Saturday
mail delivery.

The expressed result would be that Saturday or one other day, as the
chairman expressed at the outset, might well be eliminated.

It seems to me that we should consider the ramifications of the
elimination of 6-day delivery and we ought to be aware of the
consequences.

The greatest difficulty with all of this, however, is that it won't help
in the war on inflation and it will do much more than eliminate Satur-
day mail. It will eliminate congressional control, even the little control
that we now have, over the Postal Service.

If we reduce or cut out entirely the public service subsidy for the
U.S. Postal Service, I believe that the loss would be offset by increased
rates.

As you know, based on the expected deficit for the current year in
the Postal Service and based on the projected deficit for fiscal year
1981, the Postal Service is going to have to make up in some way or
another about $3 billion. A penny increase in the first-class rate with
proportional increases in other classes will produce somewhere between
$500 and $600 million, so before we got to the point of any loss in the
public service subsidy, the Postal Service and the Postal Rate Commis-
sion were already faced with the need to come up with somewhere
around a 4-cent increase in rates, and it's my view that if we do elim-
inate the public service subsidy, the impact in terms of rates will be
that there will be a nickel increase.

This fact is very important in relationship to the overall objective
of fighting inflation by cutting down on Federal spending. The objec-
tive at the outset was to fight inflation, to take steps that would bring
inflation under control.
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It seems to me that if one result of a significant reduction in the
Postal service subsidy would be a penny increase or perhaps more on
first-class rates, without any improvement in service or product, there
will be no decrease in inflation pressure due to the budget reduction.

One other possibility is to improve productivity, but the Postmaster
General has indicated that in the current budget they plan for a 3-
percent improvement in productivity. He has testified that to expect
any more would be highly dubious.

Senator GLENN. Let me interrupt for just a moment, if I could be-
fore you leave that point. It's a question of where the money is coming
from. If you keep the full 6 days, the money to furnish the 6 day is
going to come from some where. What you're pointing out is if we cut
the subsidy, the money is going to come from an increased rate.

Representative CORCORAN. Precisely.
Senator GLENN. That's true, but in either case, the taxpayer or the

people of the country will have to pay.
Is it going to come out of taxes or is it going to come out of an in-

creased postal rate. That's really the question. Isn't it?
Representative CoRcoRAN. That is the question, but I think-
Senator GLENN. They are both inflationary.
Representative CORCORAN. There is a need for better public under-

standing of the consequences of our action. There is also the feeling
that once you eliminate Saturday mail, that's-the end of it, and I also
question this, Mr. Chairman.

I think congressional control has a lot to do with the character of
the service provided by the Postal Service. We ought to recognize that
the Postal Service is a very important service to every American.

Elimination of the public service subsidy could result in an increase
in rates, but there is also a very serious question about the nature of
the Postal Service itself. As you know, Mr. Chairman, we have in Con-
gress very little control over postal operations as it is now.

If we eliminate the subsidy, congressional control is jeopardized.
The subsidy is the only leverage that we have on the Postal Service
right now and, albeit small as it is, it still is important in maintaining
the kind of character, the kind of operation of the Postal Service,
which we now have.

Postal Service as a service to the public is threatened at the moment
by the action that's pending in the Congress. If we eliminate the sub-
sidy,we can kiss the Postal Service good-bye as an organization which
provides universal mail delivery to every American at reasonable cost.
If we eliminate the subsidy in the future the cry will be, let the user
pay. The Postal Service will be fine for somebody that has a very
important need for delivery and is willing and able to pay for that
service.

If you look at first-class mail, 80 percent of it is business. I suspect
they will look to other forms of communication, particularly electronic
modes, and other forms of advertising.

Second, if you happen to live in a metropolitan area where there's
a large mail volume, you're probably going to have decent service, but
if you happen to live in a small community, there won't be much postal
service.

I think that when we consider the budget, when we look at the Postal
Service and consider the consequences of our action, there is a very
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serious question about the futare of the Postal Service itself which
goes far beyond the question of Saturday mail.

Thank you very much.
Senator GLENN. Thank you very much. The ranking minority mem-

ber of the House Post Office and Civil Service Committee, Representa-
tive Ed Derwinski, is with us.

Mr. Derwinski, we welcome your statement.

TESTIMONY OF HON. EDWARD 3. DERWINSKI, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF ILLINOIS

Representative DERWINSKM. Thank you, Mr. Chairman. I'll be very
brief. I'd like unanimous consent to introduce a full statement in the
record.

Senator GLEINN. It will be included in its entirety following your
testimony.

Representative DERWINsKi. Basically, Mr. Chairman, I don't think
that the Postal Service is in such shape that requires any major legis-
lative overhaul. I think it needs some fine tuning and I think overall
the postal reforms have worked well.

Even with its inefficiencies and the criticism it receives, I think our
Postal Service is probably better than its image. The public just
doesn't understand the tremendous volume that the Postal Service is
required to handle. I think it's a far better service than it's assumed
tobe

I believe that the issue facing the Postal Service is one that we can't
really address in legislation, and that is the legitimate role that the
post office should have the electronic mail field. I think if they are
denied that role by either the Postal Rate Commission or the FCC,
it will be to the detriment of the public and, of course, to the detriment
of the postal employees who will find themselves with much less volume
than they ought to be able to work with.

That's the major thrust of my statement and I dwell on that because
it is my feeling that the Postal Service should not be denied the volume
which it could handle in this new era of communication.

Mr. Chairman, I think you've done a good job of compiling basic
provisions that will overall help the Postal Service. There are two spe-
cific sections that I would like to comment on.

One is section 5, which provides for the public service authoriza-
tion. I note Mr. Corcoran went into that basic subject in some detail,
so I won't repeat any special points. In my judgment, given the budget
cutting sentiment prevailing on the Hill, I wouldn't be too optimistic
of our ability to hold the $828 million figure, much less the $920 million
figure. I would prefer as a rear guard action we try to hold the budget
figure contained in the proposal of the President, which is to reduce
the postal appropriation subsidy by $250 million.

It is my understanding that the Postmaster General could live with
that limited reduction and in the process would not have to eliminate
Saturday mail delivery.

On the subject of Saturday mail delivery, I think it should be traded
off, if it must, for a limit on the next postal rate increase.

I think a swap of a very minimum rate increase in return at that
point starting to phase out Saturday mail delivery, might be the fair-



7

est procedure for the public. I don't think that arbitrarily slicing Sat-
urday mail delivery now because of budget manipulations is the answer
to the public's need as far as Postal Service is concerned.

Then the other sections, I don't find anything particularly trouble-
some. I think your provisions for dealing with qualifications for mem-
bers of the Board of Governors and for protection of postal property
and the other items are consistent with what we would really approach
from the House side.

To sum up my position, I think we've got a good Postal Service and
I hope we would resist any effort to overcorrect. In the spirit of coop-
eration our committees have had over the years, we should finally work
out practical legislation which would protect the Postnl Service, its
customers, and of course the taxpayers. That sums up iay statement,
Mr. Chairman.

Senator GLENN. Thank you very much, Mr. Derwinski. Do you have
any figures on the trading of Saturday mail for a minimum rate in-
crease? I don't have any figures yet on what a Saturday mail cutout
would mean in terms of dollars. We'll have testimony later on from the
Postal Service itself. Also, do you have any figures on the dollar savings
which would result from 5-day delivery if another day, rather than Sat-
urday, was eliminated? What if we took a midweek day or we left it
flexible for different parts of the country? Would that have any differ-
ent effect?

Representative DERwINSKi. I don't have specific figures as yet, other
than the general consensus that we could forego 1 cent of first-class
rate increase, if the tradeoff was at that point Saturday mail service. If
a day of mail delivery service has to be cut off, I think the day that
would be most practical would be Saturday. My area is a typical sub-
urban area adjacent ti. Chicago with heavy commercial use of the
Pob al Service. I think nondelivery on Saturday would be the least
difficult adjustment for the public to accept.

The factor that hasn't come up, as far as I know, in budget commit-
tee considerations is the no layoff clause in the Postal Service contract.
This means that the real savings claimed or anticipated couldn't be
realized until there was attrition of personnel. You wouldn't have im-
mediate savings if you eliminated a day of delivery service, because
your no layoff clause would minimize the immediate savings in per-
sonnel reduction.

I think that is a practical feature we just have to live with. If we
have 6 months or 1 year to work ahead to discontinuance of a day of
delivery service, then you could do so with the most logical use of
manpower.

Senator GLENN. I'll address this to either one of you. How do you
f-el we could limit the size of a postage increase when the USPS is
under obligation, by law, to file rate cases that put revenues in line
with costs? That's mandated by the Postal Reorganization Act.

As I see it, the $920 million we put in originally was a reasonable
figure for a permanent subsidy, but when we get down into trying to
figure cost attribution for different classes of servic; it gets very diffi-
cult. That's what we've spent most of the last 2 years trying to get
ironed out, along with a new accounting system.

I don't know whether we will ever be able really to pin it down with
any finality. We're certainly not going to get it down to the final dol-
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lar, but it seems to me that since we are requiring the Postal Service
to, for example, keep open additional post offices around the country
which USPS or other organizations do not have to maintain, it is quite
legitimate for us to reimburse beyond rates.

We're requiring many services of the Postal Service that are not
required of others. It seems to me perhaps we should just make that a
Government cost for mail service, with the original $920 million or
around $1 billion as a reasonable amount.

Let me give you one classic example. How do you attribute the cost
for the person who put up the flag every day in front of the post office?
Does that get charged to first-class mail or to another class? How about
general service areas of postal buildings that have to be maintained.
The Postal Servico maintains a lobby for x number of dollars per year.
How much of that cost should be assigned to first-class, second-class,
or third-class mail? I'm making the point that there are some general
functions of the Postal Service which are required by law and by pub-
lic demand that could well justify Government subsidy, quite apart
from straight rate increases.

Now, having said that, it come- back to a question of whether we fi-
nance postal costs through rate increases or through subsidies from
the Federal Treasury. In one case the burden falls more on the maii
user; in the other, on the taxpaying public. That is the policy issue we
address in these bills. Does the postal service have any option right
now? They have to file a rate increase under the Postal Reorganiza-
tion Act.

Representative DIwINsKi. I could completely agree with your logic
in maintaining the $920 million. My feeling is that we can't sustain
that in debate on the floor of the House or the Senate.

Senator GLEwN. I would tend to agree with you.
Representative DERWINSKI. Still keeping with the reality rather than

the purity of the thought. That's why I made the point that if there
has to be a"reduction in service, which has been the targeted goal of
the Budget Committee, then I think that should be used as the vehicle
to limit the rate increase. If a penny reduction in the possible rate in-
crease is the necessary trade-off under those conditions, elimination of
Saturday mail delivery might at least be tolerable.

Representative CORCORAN. Mr. Chairman, if I might respond to that.
I agree with my colleague that the practicalities are that it's going to
be difficult to revise'the Postal Reorganization Act to provide for the
$920 million, unless we make a strong effort to educate not only our
colleagues in Congress, but also the American people about the issues
that are involved.

You ask a very appropriate question as far as what will happen if
we have the trade-off. I think that the Postal Service will simply bor-
row additional money to get it through the transition period.

As a matter of fact, the Postmaster General pointed out that his
probable course of action would be not to add on the penny that the
Saturday mail delivery would represent, but rather to file, c.oftly
thereafter, a second-rate case to deal with the need for additional
revenue, so I think that there needs to be a lot more public discussion
of just what the trade-offs are here. I would be willing to accept that
kind of a trade-off if I knew that in the future there was going to be a
continuation of the public service programs.
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The idea is apparently to phase out the Postal Service subsidy alto-
gether. They may keep the revenue foregone for a little while longer,
but the whole thrust of the current debate is to knock it out entirely.

The basic question is not just the question of Saturday mail; it's the
future of the Postal Service itself.

Senator GLENN. It's very attractive to cut back on mail service at
this time when we are trying to slash the budget. The Postal Service
has taken pride in operating within its budget this year, but I don't
think equal attention has been paid to the fact that, by all estimates,
they will be back in the hole next year. I would also point out that
operating in the black this year was accomplished with an $828 mil-
lion subsidy.

It's not entirely accurate to state that the Postal Service is operating
in the black when that calculation includes a $828 million subsidy, If
we cut the subsidy down even further or eliminate it entirely, there's
no doubt about the need for a big rate increase just to keep pace.

Representative CORCORAN. If I might, Mr. Chairman. One of the
issues I raised in questioning the Postmaster General at our hearing
was the wisdom of beginning this year by having a big public relations
blitz about the monthly surpluses that were occurring, when in fact,
for fiscal year 1980 there's going to be, according to the Postmaster
General's own budget, a defiit of $593 million.

The result is that the people on the budget committees who are not
familiar with this particular issue, saw an opportunity. After all, if
the Postal Service doesn't ieed the public service subsidy, then we can
take that money and make it a part of our general budget reductions.

I think the Postmaster General and his organization made a serious
mistake in that respect.

Senator GLENN. Under the reconciliation process, authorization
committees are asked to align their spending bills in accordance with
the budget committees' recommendations. In line with that, I believe
$4.2 'billion ibi cuts for Federal salaries, retirement pay, and postal
service, were assigned to the House Post Office and Civil Service
Committee. There are, of course, several things lumped in together.
In your view, what's likely to be the House Post Office Committee re-
sponse to this recommendation?

Representative DERWINsKI Well of course the biggest figure there
is the $2.7 billion estimate on the savings from the pay reform pro-
posal. However, the majority was opposed to this bill and they are
opposed to processing the legislation. Now they are compelled to take
action by the budget process. Then you'd have to have an about face
by enough members of the committee to pass the pay reform proposal.
Without that we couldn't come within even reaching distance of the
$4.2 billion, if it's mandated.

Senator GLENN. Mr. Corcoran, Mr. Derwinski has expressed him-
self with regard to electronic mail. Do you agree with him or do you
have different views?

Representative CORCORAN. I agree fully with what my colleague
from Illinois said. I think that the electronic mail in general provides
a very important future, new source of business for the Postal Service.

The issue right now, of course, is the pending attempt of the Postal
Service to get a degree of control over electronic mail so that they can
enter into the business. I personally am not fully or sufficiently familiar
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with the issue to decide whether or not the Postal Rate Commission
was right in remanding it back to the Board of Governors and the
Postal Service or not.

The thing that I would emphasize is in terms of general character-
istics, I should think that we would want the Postal Service to be in
the' electronic mail business to the point where they could deliver
electronically to the post offices out in the field the message, which then
could be converted to hard copy for delivery.

Those would be the two characteristics that I think would meet a
successful test of whether or not the Postal Service could be in that
business.

Senator GLENN. Thank you very much gentlemen.
Representative DE~wiNsKi. Thank you, Mr. Chairman.
Representative CORCORAN. Thank you very much.
[The prepared statements of Representatives Corcoran and Der-

winski follow:]
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STATEMENT OF THE HONORABLE TOM CORCORAN
BEFORE THE SENATE GOVERNMENTAL AFFAIRS COMMITTEE'S SUBCOMMITTEE ON

ENERGY, NUCLEAR PROLIFERATION AND FEDERAL SERVICES

Mr. Chairman:

I appreciate the interest you have shown in postal issues and I am very pleased

that you have responded so pditively -to the desire of the American people for

postal reform.

Inyourbi27., you have proposed a public service subsidy of $920 million - an

increase over present law, which provides only $736 million in the coming fiscal

year, decreasing at a rate of $92 million a year until 1984, when the public service

subsidy will amount to $460 million. Under normal circumstances, I would come before

you to stress that the Postal Service really needs a larger subsidy in order to

maintain such vital services as six-day mail delivery.

Unfortunately, the prospects for more funding for crucial public services,

a key aspect of postal reform, are grim. Both the House and Senate Budget Comnittees,

as well as the President, have indicated that the Postal Service's public services

are low on their list of priorities. The Comittees favor elimination of Saturday

mail delivery and they have recommended action to completely eliminate the public

service subsidy.

Under the circumstances we'are facing today, I would instead like to encourage

you to hold your own against those of your colleagues who may urge you to abandon

six-day delivery in order to save the federal government from deficit financing.

You know and I know that the $736 million that we would save by eliminating the

entire public service subsidy amounts to a ridiculously small amount - 1/10th of

one percent of the entire budget, excluding off budget entries. We are in the

position of the man who says, "We have to reduce the household budget, so from now

on, we won't buy any food." Why take the path that will yield the most discomfort

for the most Americans? All of us are affected by postal delivery services.

66-919 0 - 80 - 2
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Surely, we could find enough waste in the huge federal budget to save 1/10th of

one percent!

Since the Postal Reorganization Act of 1970, the Postal Service has come a

long way. Its financial condition has improved enormously. In order to control

costs and live within its means, the Postal Service has raised rates over 150 per

cent. In addition, the Postal Service has dramatically increased productivity, which

is a tribute to the employees, as well as the management, of the Postal Service.

Years of increasing rates and increasing productivity lod to the banner year of

1979, in which the Postal Service realized a surplus of $470 million.

But all of these improvements were not made without a cost in service, and

the Budget Comittees' desire to reduce delivery to five days per week by eliminating

the public service subsidy sounds the death knell for service.

This proposed reduction in service and in the public service appropriation

does not follow the will of the American people. In 1977 and 1978, the Committee

on Post Office and Civil Service held hearings across the country, and people every-

where opposed elimination of six-day delivery. In my own district alone, 89% of

the respondents to a survey favored continued Saturday mail delivery. As recently

as September 7, 1979, the House voted overwhelmingly to increase the public service

subsidy to $1.1 billion in fiscal year 1980, $1.2 billion in fiscal year 1981, and

$1.3 billion thereafter. H.R. 79, the Postal Service Act of 1979, passed the

House by a vote of 350 to 14. This vote truly reflects public sentiment that the

guiding philosophy of the Postal Service does not meet current public needs. We

need a policy that emphasizes service and public responsibility, as well as responsible

fiscal policy.

Just last year, our own Postmaster General said of five day delivery, "There's

too much disruption for the amount of money we could save. We have bigger fish to

fry." He went on to say, "Frankly, I don't see how we would handle the volume we

now have in five days." Well, if we couldn't handle the volume in 1979, I don't

see how in the world we can handle it this year, when it is reportedly increasing!



13

On the other hand, volume may not be a problem if we take the step of eliminating

Saturday delivery, because this will drive increasing numbers of postal customers

to use alternate means of delivery and communication.

I am very pleased with the fact that you have concluded that the Postal Service

does need a subsidy in light of the fact that the Postmaster General has said the

only way he can raise enough money to generate $836 million, including cuts in the

revenue forgone subsidy, would be by eliminating Saturday mail delivery. I have

been a sponsor in the House of a bill to provide for Congressional review of

proposed changes in postal service. You may want to include such a provision

in this bill, so that when issues such as the continuation of Saturday mail delivery

arise, the duly elected representatives of the public will have a say in the policy

decisions on behalf of the American people. In case you are interested in investigating

this further, the bill number is H.R. 2679.

Even without the elimination of the public service subsidy, the Postal Service

is predicting a deficit of $593 million in fiscal year 1980 and $2,384 million in

1981: I'm afraid they crowed too long and loud about the net income of $470 million

in fiscal year 1979. What a deal we're giving America - higher rates, higher

deficits, and less service; more for less: We desperately need an increase in the

subsidy, and I'm glad you have addressed this.

I would also like to applaud another section of your bill. I note that in

Section 5 (a) of your bill, dealing with the public service authorization and annaul

report, you have included a provision for public accountability for the expenditure

of the public service appropriation. You would require the Postal Service to detail

by function the expenditure of funds appropriated in the immediately preceding

fiscal year and the proposed expenditure of funds during the fiscal year for which

appropriations are requested. In both the 95th and 96th Congresses, I offered

this provision as an amendment to the major postal reform bills, and it was adopted

both times. It is apparent to me that we should have oversight over the expenditure

of public funds, and I am happy to see this provision in the bill. .
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Unfortunately, you did not include a provision eliminating the Board of Governors

and making the Postmaster General a Presidential appointee. I have also been the

sponsor of this amendment in the House, and it has been included in the last two

postal reform bills. The elimination of the Board of Governors and Presidential

appointment of the Postmaster General is another step toward public accountability.

The Board is expensive - $10,000 per member per year plus $300 per meeting day - and

it is just another layer of bureaucracy between the Postal Service and the public, the

President and Congress. I think we are wasting our money, and I would hope you would

consider including such a provision in the bill.

Finally, I support your decision to give the Postal Rate Comission a budget

independent of the Postal Service, which the Postal Rate Comsmission regulates.

The regulator should not be subject financially to the whims of the regulated.

Thank you for this opportunity to appear before your Comnittee. I would be

happy to answer any questions you may have.
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TESTIMONY OF HONORABLE EDWARD J. DERWINSKI

TO

SUBCOMMITTEE ON ENERGY, NUCLEAR PROLIFERATION AND FEDERAL SERVICES

April 15, 1980

Mr. Chairman and Members of the Subcommittee, I want to thank you for

the opportunity to be with you once again. We share a long and continuing

interest in the well-being of the U.S. Postal Service and the quality service

it provides the mail-using public.

As one of the original backers of Postal Reorganization, I have main-

tained a special interest in postal affairs. In the decade that has elapsed

since Postal Reorganization became a fact, progress has been made, but the

postal operation is not problem free. Given the size and complexity of the

postal undertaking, problems will persist and there always will be room for

improvement.

Whether or not we succeed in forging a consensus on pending postal

legislation, that, in my opinion, is not the principal issue. What is at

stake and is of overriding concern to postal management and its dedicated

workforce is the very existence of the Postal Service. If the Service is to

survive and to continue to provide a universal mail service, it must be

allowed to compete in a dynamic new field--electronic mail.

Largely because of regulatory interference and delay, nearly 18 months

have elapsed since the Postal Service first proposed involvement in the

electronic transmission phase of electronic-computer originated mail.

Unfortunately, the outlook is for more of the same heavy-handed regulatory

delay, and in the meantime there is no precise way for determining what role,

if any, the Postal Service will play in electronic mail.
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It has been a rather frustrating experience for the Postal Service in

trying to ingest some of the regulatory nostrums prescribed by the Federal

Communications Commission and the Postal Rate Commission. Instead of giving

the Postal Service the green light on technology which would permit it to

increase production, reduce costs and hold down rate increases, the two

regulatory agencies have taken turns setting up a series of road blocks. In

the meantime, the mail-using public continues to be deprived of new and

dramatic services. Based on recent events, I regret the public will have to

wait a little lohger.

In September 1978, the Postal Service filed with the Postal Rate

Commission a proposal to provide for the electronic transmission and delivery

of billing and other information originated from computers. Under the Postal

Service proposal, E-COM was to be established as a sub-class of first-class

mail. Prior to filing its request with the PRC, the Postal Service signed a

contract with Western Union which was to provide the electronic transmission

facilities.

In January 1979, Western Union filed a tariff with the FCC, which was

rejected in April 1979 by the agency's Common Carrier Bureau. Late in 1979,

Western Union terminated its E-COM contract with the Postal Service. Western

Union said its action was based on the anticipation of further protracted

regulatory delays which "made it extremely difficult to foresee the time

when their service would ever become a reality." The executive vice

president of Western Union has said it could have begun the service January 1,

1979, had it not been for the regulatory delays.

Obviously, he had not reckoned with the action of the Postal Rate

Commission. In December 1979, the PRC issued its recommended decision on the

E-COM proposal. In a 3 to 2 decision which has been the subject of an on-going
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controversy, the rate commission came up with a proposal crafted by an Officer

of the Commission. Ambiguous at best, that proposal was clear on one point.

The Postal Service's role was to be limited to data processing and envelope

stuffing.

Even before the PRC came up with its decision, the FCC, in a separate

ruling in September 1979, claimed jurisdiction over the Postal Service's

E-COM service. The Postal Service is challenging that ruling in an action

now pending before the Court of Appeals for the District of Columbia.

With the hope of obtaining a clear-cut decision which would permit

the Postal Service to enter the electronics field, the Board of Governors

remanded the E-COM proceeding to the PRC. Like its original recommended

decision, the rate commission's second effort was built on ambiguity. It

told the Postal Service it could compete with private telecommunications

carriers through a contractor, but it said the Service first must obtain any

needed regulatory approval from the Federal Communications Commission or the

rate commission itself. In strongly dissenting opinions, two of the Commission's

five members urged the Board of Governors to begin E-COM service immediately.

They said the majority should have given the Postal Service permission to

compete with telecommunications carriers without waiting for resolution of

the FCC dispute. I agree with the dissenting views. The Postal Rate Commission

majority seems more intent on hindering rather than promoting a postal service

which is in the best Interests of the public.

The INTELPOST proposal, pioneered and developed by the Postal Service

also is engulfed in regulatory maze. In May 1979, the Postal Service sought

competitive bids on the telecommunications circuits necessary to conduct a

one-year experiment. When two contracts were awarded, the contractors filed

tariff changes with the FCC-which were rejected by its Commot, Carrier Bureau
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last October. Seven foreign countries Agreed to participate in the initial

demonstration, pnd several more have expressed interest in joining. The Postal

Service still is being held back by disputatious and disappointing regulations.

It is obvious the opposition to Postal Service involvement in electronic

mail turns on two arguments. Some think the Postal Service does not have

the creative know-how to compete with the high-priced talent available to

private industry. Others are convinced Postal Service involvement in electronics

would be underwritten by Federal subsidies.

I believe the Postal Service has the talent and professionalism to do

the job. As for the second argument, Postmaster General William Bolger

repeatedly has emphasized that any involvement in electronic mail will be

self-supporting, and will be a co-operative effort with private enterprise.

I have dwelled on electronic mail because I think it is crucial to the

survival of the Postal Service. If the Postal Service is not permitted to

meet the demand for electronic service, millions of pieces of mail will be

diverted to oth.r sources. A volume loss of that magnitude would make it

impossible for the Postal Service to maintain its workforce and 40,000 existing

retail outlets.

What I am saying Mr. Chairman is that the Postal Service is uniquely

equipped to provide the mall-using public with a universal service. I do not

see anyone in the private sector willing or able to match that service. It

is something the regulators better give some serious thought to before they

seriously weaken the nation's postal system.

As for the pending postal legislation, Mr. Chairman, I must confess an

attitude of ambivalence. I could support some of the provisions, but simple

logic and consistency would force me to oppose other provisions.
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Specifically, I have some trouble with Section 2, which places the

Postal Service under provisions of the Occupational Safety and Health Act.

To make the Postal Service subject to criminal and civil penalties really

means the taxpayers cannot win for losing. In assessing the costs of

separate legislation to place the Postal Service under OSHA, the Congres-

sional Budget Office put the costs for the current fiscal year at $1.3

million; $3.2 million for FY 81, and $3.9 million for fiscal 82.

Aside from the costs, I jee no practical reason for creating an

adversary relationship between two units of government. The Postal Service

has made it clear it has no objections to unannounced OSHA inspections, and

the Postmaster General is committed to improving safety in all postal facilities.

Futthermore, State safety regulations permitted by the Act could subject the

Postal Service to varying requirements across the country and undercut

uniformity in postal Frograms, regulations and standards.

Section 3 of the bill would aid in combating false claims about mail-

order products. It would permit the Postal Service to quickly obtain on demand

a sample of the offered product which would be tested to head off widespread

fraud.

Section 4 provides -civil penalties for failure to pay lawful postage.

This makes more sense than a criminal prosecution. Our government attorneys

can be better occupied in the prosecution of more important cases.

I am overcome by Section 5, which provides for a permanent public service

authorization of $920 million. The current subsidy is $828 million and that is

scheduled to drop to $736 million for FY 81. That latter total would be

eliminated under the recommendations of the Budget Committees along with

another $100 million which would be cut from the revenue foregone appropriation.
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The President's revised budget limits the reduction in postal appropriations

to $250 million. In testimony before otur Committee, the Postmaster General

left the impression that the limited reduction in appropriations would not

result in such drastic action as the elimination of one day of mail delivery

service.

With our Budget Committees committed to balancing the Federal budget,

it will be extremely difficult, if not impossible, to forge a consensus for

any postal legislation which calls for sustaining the $920 million appropriation.

The cuts recommended by the Budget Committee would lead to the discon-

tinuance of six-day mail delivery. The President's revised budget does not

anticipate such a service cutback.

In my opinion, any plan to end six-day mail delivery should be held in

reserve to partially offset the size of the next rate increase which will

become effective early in 1981. The saving which would accrue from a cutback

in service would offset about one-cent of that increase.

Section 6 would make "impact upon competition" the sole basis for

determining if the Postal Rate Commission conduct the long formal proceedings

now required by law or leaves classification to the Postal Service. As I read

the section, it seems like an invitation to confusion.

Section 7 permits the rate commission to clear Postal Service plans for

service experiments. It appears to make it more difficult instead of easier

to make changes. The provision appears longer and more complex than the

whole section of existing law on mail classification.

Section 8, like Section 5, has budgetary implications since it would

broaden the coverage of the subsidized fourth-class library rate. When a

similar provision was included as part of H.R. 79, the Congressional Budget
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Office estimated the additional cost at $38 million for fiscal year 1981;

$40 million for FY 82, and $43 million for FY 83.

I have no problems with the sections dealing with the qualifications

for members of the Board of Governors, the protection of postal property, and

s
4

ze and weight limits. As for the Postal Rate Commission, it might be time

to take a look to see if it is justifying its existence. The rate commission

has followed a pattern of obfuscation rather than objectivity and has become

a haven for accountants and attorneys.

I know that you have scheduled an impressive array of witnesses. In that

group will be prominent spokesmen for the various craft unions who will be

arguing for increased benefits. I respect their positions and those of the

dedicated employees they represent, but I would suggest their efforts are

misdirected at this particular time.

With their pension funds under attack, this is the time they should be

digging in and concentrating their time and energy on preserving and maintaining

the pension system they now enjoy. 1 also am convinced the Postal Service is

not in disarray. There is not another postal service in the world that can

compare its record with the service provided American mail users. As I said

earlier, there is always root for improvement, and I am convinced additional

efficie ,cies and economies are possible if we get the regulars off of the

backs of the Postal Service.
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Senator GLENN. Other members of the committee may wish to sub-
mit questions to you. I would appreciate your reply so that we can
make them a-part of our committee record. Thank you for being here
this morning.

The next four witnesses will appear as a panel.
Gentlemen we welcome you to our hearings this morning. Mr. An-

drews we will start with your statement either in a summarized version
or in its entirety.

TESTIMONY OF EMMET AA.DREWS, GENERAL PRESIDENT, AMER.
ICAN POSTAL WORKERS UNION; DEAN KING, PRESIDENT,
NATIONAL RURAL LETTER CARRIERS ASSOCIATION; JAMES
LaPENTA, DIRECTOR, FEDERAL PUBLIC SERVICE DIVISION,
MAIL HANDLERS' DIVISION, LABORERS INTERNATIONAL
UNION; VINCENT SOMBROTTO, PRESIDENT, NATION-L ASSOCIA-
TION OF LETTER CARRIERS

Mr. ANDxws. Mr. Chairman and members of the committee, for
the record, I am Emmet Andrews, general president of the American
Postal Workers Union, AFL-CIO. I appreciate the opportunity to
appear before this committee with the presidents of the other three
exclusive postal employee organizations collectively representing all
bargaining unit employees of the Postal Service.

I speak in behalf of more than 300,000 postal employees for whom
we are the exclusive national representative for labor management
relations and collective bargaining with the U.S. Postal Service. Our
membership is employed in the post offices of 50 States, the District
of Columbia, Puerto Rico, Virgin Islands, and Guam.

The American Postal Workers Union is an industrial union rep-
resenting clerks, maintenance and motor vehicle employees, special de-
livery messengers and employees at all U.S. mail depositories, postal
dita centers, and mail equipment shops.

OK. I understand two legislative measures are the subject of these
hearings, namely, H.R. 826, to place the U.S. Postal Service under
the Occupational Health and Safety Act of 1970 and H.R. 79 which
proposes to amend the Postal Reorganization Act of 1970 by altering
the organizational structure of thi U.S. Postal Service. In addition
H.R. 79 proposes a modest increase in U.S. Postal Service funding
which we strongly endorse.

I might add, Mr. Chairman and members of the committee, we op-
pose with equal vigor, the recommendations of the Senate and House
Budget Committees as well as the President to sharply reduce, if not
eliminate existing public service and revenue foregone appropriations
and liquidate 6-day mail delivery.

Such meat-ax budget cuts would be a disaster of the Postal Service,
the American public and particularly the postal workers which all of
us represent as up to 30,000 jobs potentially would be terminated.

We urge this committee to favorably report H.R. 826 with an
amendment to include criminal sanctions-against postal management
at all levels where flagrant violations of safety and health provisions
of the OSHA Act result in injury or death to postal workers.
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The House of Representatives approved H.R. 826 on October 22,
1979, on a voice vote. We also urged your support on H.R. 79 as over-
whflmingly approved by the House of Representatives by a 350 to
14 vote on September 7,1979.

Mr. Chairman at this point, I request that the two detailed and I
hope persuasive statements which have been submitted separately to
the committee, one in support of H.R. 826 and the other in support
of H.R. 79 as originally introduced in the other body be included in

Senator GzNN. They will be included in the record in their entirety.
[The statements follow:]
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AMERICAN POSTAL WORKERS UNION, AFL-CIO
@17 147m ETRET, N. W.. WASHINGTON a. 0. 0.

STATEMENT OF THE
AMERICAN POSTAL WORKERS UNION (AFL-CIO)

CONCERNING HR 826 BEFORE THE
SUBCOMMITTEE ON NUCLEAR PROLIFERATION AND FEDERAL SERVICES

COMMITTEE ON GOVERNMENTAL AFFAIRS
U. S. SENATE

APRIL 15, 1980

Mr. Chairman and Members of the Committee:

This statement is being presented on behalf of the American

Postal Workers Union, AFL-CIO.

I speak in behalf of more than 300,000 postal employees for

whom we are the Exclusive National Representative for labor-manage-

ment relations and collective bargaining with the U.S. Postal Ser-

vice. Our membership is employed in post offices in all 50 states,

the District of Columbia, Puerto Rico, Virgin Islands and Guam.

The American Postal Workers Union is an industrial union repre-

senting clerks, maintenance and motor vehicle employees, special

delivery messengers and employees at USPS mail depositories, postal

data centers and the mail equipment shop.

We appreciate this opportunity to present the views of our labor

union concerning HR 826 which provides that the "United States Postal

Service shall be subject to certain provisions of the Occupational

Safety and Health Act of 1970".

I am grateful to you Mr. Chairman for scheduling these hearings

on HR 826 to bring the U.S. Postal Service completely under OSHA which

will require an amendment to ixLclude criminal penalties for the more

flagrant, arbitrary and dangerous violations by postal managers of the

OSHA Act.



25

Mr. Chairman:

We are here today to testify and request that your committee favor-

ably consider the adoption and passage of HR 826 to place the United

States Postal Service under and subject to all provisions of the

Occupational Safety and Health Act of 1970.

This Bill, HR 826, will amend Section 410(b)(7), of Title 39, U.S.

Code and brings the Postal Service under the same safety and health

obligations as private employers. Most significantly, it allows

OSHA to conduct unannounced inspections of postal facilities. Also,

we feel that the impositions of penalties and sanctions will result

in the USPS correcting and eliminating conditions which continue to

cause untold suffering and permanent harm to our employees.

It is not necessary to dwell at length on the tragic and needless

death of Michael McDermott at the New York Foreign and Bulk Mail

Center, however, we must for the record review the report of January

21, 1980, by Nicholas Di Archangel and George Yatsko, Subject: Re-

port of Fatality Investigation (12/17-27/79), USPS, NYF & BNC, Jersey

City, N.J., Exhibit No. 1. An investigation of the cause of the death

of Michael McDermott.

We wish to refer you, Mr. Chairman, to Page 3, PROBABLE CAUSE OF ACCI-

DENT, B. General Contributing Factors, Items I through 4, which read,

in part, as follows:

"(1) Attitude

an attitude permeating all levels of employees

that the mail must be moved and that few reasons justi-

fy stopping mail processing, including maintenance, and

safety. . . ." (underscore added).
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(2) Equipment Use

b. Improper and unauthorized use and/or alteration

of equipment. (i.e. power panel entry by operational

staff to adjust or jog equipment)

(3) Maintenance

Inadequate Maintenance: Operation of NYB & FMC is high-

ly mechanized and complex. In our judgment, lack of

proper preventative maintenance is pervasive throughout

the high volume dock area and, indeed, the entire facil-

ity. (underscore added)

(4) Organizational Structure

The Safety Office is held in low esteem. (underscore add-

ed) Repeated attempts by safety staff to get corrective

action fave failed. The unit appears to be at an organi-

zational level that is not coodusive to direct access

to decision makers." (underscore added)

It becomes obvious from a review of these findings, that the USPS has

in the past and continues to pay lip service to the safety program

while sanctimoniously proclaiming their great concern for their employ-

ee.

Their safety officers cannot move ahead to adequately address safety

problems without going through layers of carefully constructed red

tape designed to prolong and frustrate any dedicated safety officer

who may be trying to correct safety hazards in their installation which

is obvious from reading the report just quoted.

The attitude cf never stopping productivity is also a major problem in

the USPS and wits a major factor in the death of Michael McDermott. The

removal of the safety bumper guard at the head end of the conveyor was

not just an isolated instance (see Page D-2, Item 4, and Page D-3, Item

1). Had this guard been present and connected, the conveyor would have
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shut off upon being hit by the employee and the employee would have

never been drawn into it. They were, however, removed because in

the past these bumper guards had on occasion been struck arid had

slowed productivity overall in the installation. The USPS motto is,

Productivity First-Safety Last

Lack of sufficient manpower to maintain the more complicated equip-

ment at the BMC's has always been a problem. It is continuing

problem which the USPS has tried to bury, but one which clearly was

a factor in the horrendous safety conditions at the New York Foreign

and Bulk Nail Center.

The maintenance of equipment on a regular required basis can only

occur if the USPS is willing to have an adequate number of trained

maintenance personnel available.

It is, and has always been, obvious to the Union that postal manage-

ment considers the safety program like a dog looks at a flea; you

know it is there, it bothers you, but you just can't seem to get rid

of it and so you just tolerate it.

We have seen end proved time and time again that the USPS did not

have, and does not now have, a serious commitment to safety. Oh yes,

today they are worried because they don't want OSHA making unannounced

inspections, they don't want to pay monetary penalties for continued

violations so it's 'promise them anything time" Just like the dog and

the flea. This attitude is in hopes that the itch will go away and,

in this case, that the OSHA Bill, HR 826, will die in committee.

We ask though %here have they, the USPS, been until now?" and all

evidence points to a reversion to form as soon as the heat is off. Let

us for the next few minutes look at what the USPS has done in the past

when informed of deficiencies in their safety program. This should

give the committee a very clear picture of their so-called safety program.

We will be referring to the document enatiid "valuatiLon apoit on The

66-919 0 - 80 - 3
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Occupational Safety and Health Prograa of the U.S. Postal Service",

prepared by the U.S. Department of Labor, Occupational Safety and

Health Administration, Office of Federal Agency Safety and Health

Programs, Final Report Issued July, 1979.

The reason we are asking the committee to consider the report is

really twofold:

(1) To see what the USPS Safety Program is really like

from top to bottom, and

(2) To show you what happens when the USPS is advised

to make corrections as opposed to what would happen

if they were required by law under threat of fine to

make corrections.

As can be seen by this report on Page 1 " .95 percent of the

total USPS workforce is exposed to hazards greater than those of

office work". The report then goes on to list a series of hazards

which postal employees are exposed to:

"Inclement, and sometimes hostile weather;

Mechanical equipment;

Hazardous working surfaces;

Inhalation of dust and, in cases involving broken

packages, possible toxic substances;

Attacks by dogs and other animals;

Automotive accidents;

Objects with sharp points and/or edges."

In addition, we would like to point out and emphasize other items

found in this report:

Page 3, Item 3, Injury/Illness Incidence:
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" . It shows that in spite of a five percent decrease

in workforce size, injury, illness and lost work time in-

cidence all climbed by a minimum of 35 percept, and in

most areas showed significantly higher ratc of change .

Page 3, Item 4, Employee Reports of Hazardous Conditions:

"USPS employees have filed more notices of unsafe and un-

healthful working conditions directly with OSHA than have

employees of any other Federal agency . . .. This means

that 41 percent of all reports of-unsafe and unhealthful

working conditions are accounted for by USPS, which has

only 26 percent of the total Federal workforce. Further,

the fact that these reports are being sent directly to

OSHA from USPS employees seems to indicate that employees

are not obtaining corrective action through the USPS in-

ternal reporting system. .. .

In reporting on Public Law 94-82 which legislatively brought the USPS

under Section 19 of the Act, Congressman Charles Wilson stated, in

part, as follows from Page 9 of the report:

" . .Obviously this will force the Postal Service to

develop, promote, and adequately fund a viable safety and

health program."

The report on Page 9 comes to the conclusion that Public Law 94-82 did

not work and we quote:

"rhe passage of the legislation did not achieve the desired

results. In general, the USFS safety and health program

has deteriorated ir both size and strength over the past

several years...

The size of the safety and health staff has decreased sig-

nificantly. The decrease is proportionately greater than
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the overall decrease in USPS employment;

The position of safety professional in the district

offices has been eliminated;

The size of the headquarters safety staff has been re-

duced from 14 to three, two of whom are professionals;

We believe the present headquarters safety staff is not

large enough to manage an effective occupational safety

and health program for the USPS. There is no industrial

hygienist anywhere in the agency, and the existing em-

ployee protection program is strictly safety-oriented.

Further, there has been no discernable agency-wide recog-

nition of the existing occupational health problems.

These are not all, but Just some of the major problems.

Further, on Page 14, under A. Employee Involvement, we quote:

Although there is a procedure for filing notice of an

unsafe condition, it does not fully meet the requirements

of 29 CFR 1960.33. Form 1767, "Report of Hazard, Unsafe

Condition, or Practice", is also available, on which em-

ployees may report unsafe or unhealthful conditions. The-

29 CFR 1960 regulations require an assurance that an em-

ployee be able to have his name withheld from local super-

vision if he so desires ..

The present Form 1767 requires employees to identify themselves.

Further, on Page 14, under B. Executive Support and Duties, we quote:

'Executive support, which appeared adequate upon initial
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review of the numerous USPS manuals, documents, etc.. is

in fact lacking in many respects.

Decrease in the number of qualified safety personnel in

the headquarters staff;

Elimination of safety managers at the district level;

The failure to recognize possible occupational health

problems and to hire industrial hygienists at headquar-

ters and regional levels;

Failure to properly staff and operate a safety training

center. . * .

The USPS has not published an antidiscrimination policy

to meet the requirements of 29 CFR 1960.19(d)."

Further, on Page 15, under C. Safety and Health Staff and Functions,

we quote:

N . .We believe, however, that the limited staff is

incapable of handling all the facets of an effective

safety and health program, of inspecting the many indus-

trial type function ..

Further, on Page 17, under F. Safety and Health Training Activities,

we quote:

'the USPS has extensive work-related training programs.

However, the subject of safety is covered only in general

ways, i.e., as it relates to specific crafts or work as-

- sigznments. The only required safety training program pro-

vided is a two-hour session at the time of employment, and

the only actual safety handbook is the "Supervisor's Safety

Handbook" (P-13)."
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Further, on Page 18, under G. Inspection and Hazard Abatement Proced-

ures, we quote:

... inspections have not always been made in accordance

with the announced schedules."

Further, on Page 18, under H. Recordkeeping and Reporting Procedures,

we quote:

"Although USPS has responded to the recordkeeping and report-

ing guidelines n 29 CFR 1960, Subpart B, full compliance

has not yet been achieved . ... The USPS failure to implement

this requirement is evidenced by the proposed exception to

the reporting requirements of occupational illnesses or dis-

eases. . . .Under the proposed revision it would be possible

for many occupational Illnesses to escape detection for years.

In fact, this may already be the case, since USPS is report-

ing a lower incidence of occupational illness than the Federal

Government as a whole, and considerably lower than that of

other large Federal agencies (underscore added). The current

USPS method of reporting occupational illnesses does not com-

ply with the U.S. DOL's "Recordkeeping and Reporting Guidelines

for Federal Agencies". The proposed revision of reporting will

result in even greater variance from the requirements."

What conclusions can be drawn from this report?

(1) It shows a Federal agency, the largest employer of civilians, to have

a safety program deficient in almost every aspect from staffing through in-

spections down to corrections of unsafe conditions.

An agency that continues to come before the Congress and proclaim "We can

take care of the problems ourselves, we do not need any other assistance and

our problems are only minor".

(2) It clearly shows to this committee Just how concerned they, the USPS,
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are about correcting the deficiencies found in this July, 1979,

report. Had the USPS, as they now declare, a top-level commit-

mnt to safety and health and had they implemented the Department

of Labor's recommendations then Mrs. McDermott and her nine-month-

old daughter would not have to go through life without a husband

and a father.

The only way the USPS will create a safe and healthful working en-

vironment for its employees will be whan they are legally bound to

do so under threat of fines and sanctions.

Even today after all of the pious platitudes of USPS management, we

cannot get simple hazards corrected within reasonable time frme.

We are providing you with an example of one such office which,

while properly conducting safety and health inspections, fails to

correct and abate the violationa three months after the inspection.

It does little, if any, good to hold safety inspections if hazard

abatement is not promptly provided. Se Exhibit No. 2.

Another example which has come to our attention involves Youngstown,

Ohio. We are also providing you with copies of this uteri8l as an

example of the "tell them one thing, but do antoerh or better yet,

don't do anything unless someone gets hurt". See Exhibit No. 3.

In the Youngstown, Ohio, case, our Union Regional Safety Officer has

discussed this matter twice at the USPS Central Region and was told

that the USPS Headquarters Engineering Change Board has decided that

there is no need for this modification on the LS~M. Even the USPS

Safety Officer cancers, but because of bureaucratic red tape, they can-

not make the modification needed to protect our employees. Thus,

nothing is done and the potential for serious injury continues to exist.

This and the previous example are being repeated continually through-

out the Postal Service today. Inspections are conducted, violations

noted, but no correction of violations.
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If the USPS were required, as HR 826 provides, to correct violations

or be faced with fines, then and only then will we see the USPS gst

off of its 'fat apathy' and Improve the working conditions of our em-

ployses.

We would also like to point out to this committee the continued in-

jury problem which our employees face during employment. We refer

you to the table of "Injuries Reported Under the Federal Employees'

Copensation Act, CY 1978. See Exhibit No. 4.

This report of FECA claims shows the USPS to have sustained 86,989

Injuries during 1978. The total injuries for Federal establishments

over 10,000 employees was only 201,337. Thus, over 432 of injuries

reported under FECA have occurred to USPS employees. Over the past

several years this figure has remained constant and we believe is a

clear reflection on the Inadequacies of the USPS safety and health

effort.

Further, Postmaster General Bolger's testimony to Congressman Clay's

Committee on March 6, 1980, reiterates his and the USPS's belief that

85 of accidents are caused by employees. Unbelievably, the USPS con-

tinues to operate under the theory that 852 of all accidents are "'Unsafe

Acts". They honestly and misguidedly believe that employees cause the

accidents and not the conditions. It Is no wonder their safety program

emphasizes posters and discipline rather than training, inspections

and corrections.

In fact, in the only in-depth study ever conducted by the Wisconsin

Safety and Buildings-Division, using the post injury investigation re-

port (Form SD-1O), it was found that unsafe conditions account for

54-58Z of accidents and injuries while between 26-35% of all aocidents

are caused by unsafe acts. See Exhibit No. 5.

It is little wonder again why the USPS management has such an atrocious

accident record among Federal agencies.
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Mr. Chairman, if the USPS is allowed to continue to operate without

sanctions for their repeated acts of disregard then you can expect

that we will continue to chalk up unacceptable level of injury and

illness and death as employees of the Postal Service.

In conclusion, Mr. Chairman, we believe that we have shown that the

USPS, the largest employer of the U.S. Government, to have a safety

program deficient in almost every respect.

In addition, we believe the record clearly shows that the USPS has

not had in the past, and does not now have, a demonstrable commitment

to safety and health in their installations. Had they had this

commitment, which they so piously proclaimed to have, then Mrs. Michael

McDermott and her infant daughter would not have to go through life

without a husband and a father.

We asked you, therefore, Mr. Chairman, that your committee favorably

report this bill HR826 with an amendment to include criminal sanctions.

Thank you for your time and we would be glad to respond to any questions

that you may have in regards to our testimony given today.
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U.S. DEPARTMENT OF LABOR
Occupational Safety and Health Administration

Office of the Assistant Secretary
20 Constitution Avenue, N.W.

Washington, D.C. 20210

FEB ,r 1980
MPI$. DIV. A.P.W II

Information Only
Attachment:

February 6, 1980

Mr. Emiett Andrews:

For your information,

Joe Velasquez
Special Assistant for Labor
(202) 523-802o
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U.S. Deparbnent of Labor

January 24, 1980

OMOWW &~M 'WMoiNAfWa*ouM

Now Yok. New Yock 1003

Rtp*W AWMMntc FE-D-9

Subjs Report of Fatality Investigation (12117-27/79)
USPS, NYB & FMC, Jersey City, N.J.

To: Sue Nelson. Director
Policy, Leqislation and Interaqency Proqrams

This transmits subject report for your information and action.

As you know, during OSHA's testimony at the Jan 7 & 8 congressional
hearings we made a promise to provide copies of photographs taken
during our investigation. Copies of those photos are enclosed.

In addition, one of the enclosed copies of our final report con-
tains the remaining color photos that should be forwarded to the
Joint Congressional Committee as part of that promise.

Please advise if we may be of further service or if additional
information is needed to clarify any of the items covered in our
report.

Nicholas Di Archangel /0"
Deputy Regional Administrator
Occupational Safety and Health

Enclosures:
1. Report of Fatality Investigation NYB & FMC dtd

January 21, 1980 (2 copies)
2. Photographs
3. Subject report (with color photographs)

cc: Roger Clark (w/o attachment)
Clinton Wright (w/o attachment)
J. Velasquez (w/o attachment)
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6 .S. Department of Labor 'occupbon s&y "~ HWM A,,nu a

1515 BeedwayNew Yor. Now York 10036

January 24, 1980 PA*10V*A4nWC0 FED-9

itr. James V. Jellison
Regional Postmaster General
United States Postal Service
Northeast Region
New York, New York 10098

Dear Mr. Jellison:

The attached Report of Fatality Investigation USPS, New York Bulk
and Foreign Mail Center, December 17-27, 1979 was prepared at the
request of the United States Postal Service.

Please advise if we may be of further service or if additional in-
formation is needed to clarify any of the items covered in our re-
port.

The cooperation of Postal officials and employees and members of
New York Metro Area Postal Workers Union and the National Post
Office Mail Handlers Union, LIUNA Local 300, during the investiga-
tion is gratefully acknowledged.

Since/

Nicholas Di Archangel
Deputy Regional Administrator
-Occupational Safety and Health

cc: D. Hazard - NYB & FMC
M. Biller - APWU
V. Magrino - NPO MHUNA
R. Moe - LIUNA #300
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REPORT
OF

FATALITY INVESTIGATION
UNITED STATES POSTAL SERVICE

NEW YORK BULK & FOREIGN-MAIL CENTER
JERSEY CITY, NEW JERSEY

DECEMBER 17 - 27, 1979

U.S. Department of Labor
Occupational Safety and Health Administration

Region II

January 21, 1980

Nicholas DiArchangel
Deputy Regional Administrator
Occupational Safety and Health

George J. Yatsko
Assistant Regional Administrator
Federal Agency Programs
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INTRODUCTION

This report is based on an investigation made at the request
of. the National Office of the United States Postal Service.
It covers a conveyor accident that occurred around 12
p.m., Saturday- December 15, 1979 at the New York Bulk and
ro-eIgn Mail Center(NYB & FMC) 8-County Road, Jersey City,
NJ 07097. The accident resulted in the death of mail handler
Michael McDermott.

McDermott, age 25, was working alone in an outbound Atlanta
van at bay 23, Bulk Mail Center, middle high volume docks.
He was stowing parcels and had recently completed bricklaying
a wall of parcels. Our reconstruction of the accident
indicates that the deceased's right glove and hair were
caught between the moving endless belt and rotating parts of
extendible conveyor SR23D. He was pulled under the conveyor
and received severe head and upper body injuries. There
were no witnesses present.

The New York Regional Office of the Occupational Safety and
Health Administration (OSHA& was notified of the accidwt
around - &.P., December 17, 1979 by Mr. Jerry Jones,
General Manager of Accident Prevcntion, USPS. OSHA's investigation
of the accident was initiated the same date.

OSHA conducted an Opening Conference on December 17, 1979 at
1:00 p.m. See Appendix A-1 for listing of participants.
The on-site "walk around" phase continued through December
27, 1979. A preliminary closing conference was held on
January 4, 1980. See Appendix D for the listing of participants.

Information for this report was obtained from both verbal
and written statements of Postal Officials and employees and
from an investigation and reconstruction of the accident
scene.

An Investigation Task Force (ITF) was established to assist OSHA
in their investigation of the accident. The members were:

OCCUPATIONAL SAFETY AND HEALTH ADMINISTRATION

George J. Yatsko, Assistant Regional Administrator (ITF Director)
Dennis P. Gaughan, Federal Agency Coordinator

UNITED STATES POSTAL SERVICE

Jerry Jones, General Manager of Accident Prevention, Headquarters
Bernie King, Safety Officer, NYB & FMC

EMPLOYEE REPRESENTATIVES

Edward O'Neill, New York Metro Area Postal Workers Union
Stanley Quittley, National Post Office Mail Handlers Union, LIUNA #300

-1-
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PROBABLE SEQUENCE OF EVENTS

Mr. McDernott's duties as a USPS mail handler required him
to load parcel and sack mail from a horizontal endless belt
conveyor into outbound vans.

This task involved the employee positioning an electrically
controlled extendible conveyor inside the van. The normal
employee position during this movement, is walking alongside
the conveyor where it's control boxes are located. Once the
conveyor is properly located in the van the conveyor's belt
is started and the parcels are fed into the van.

The mail handler stacks the parcels in a prescribed "bricklaid"
fashion. Upon completion of the first section of "bricklaid"
parcels, the conveyor's carriage is moved further out of the
trailer to make room for the next "bricklaid" section.

Lacking an eye witness, the investigators reconstructed the
accident through photos of the scene and interviews with
USPS employees familiar with the operation. The victim
apparently had finished a "bricklaid" section. While located
at the head of the conveyor he was either, attempting to
move the conveyor carriage further out of the trailer (rearward)
or was reaching under the conveyor for a parcel or other
item. During the course of his activity in this area, the
employee was pulled under the conveyor by the revolving
rollers.

The employee's location at the front of the conveyor placed
him in the immediate vicinity of the following unguarded
danger points:

(1) The underside of the head roller where the belt moved
onto the snub roller. (Note: A guard designed to protect
this area was missing. The intended purpose of this
guard, as stated by USPS supervision, is protection of
the mail. However, this guard could physically prevent
a person from being pulled into the conveyor.)

(2) The two pinch points created by the belt's movement
onto the top of the head roller of the conveyor.

(3) The sides of the snub and head rollers adjacent to the
electrical control boxes.

In addition, examination of the conveyor's electrical distribution
panel revealed the two jam relays designed to stop movement
of the belt and carriage should a jamming condition occur
had been physically removed from the circuit. Further, the
electrical wiring had been improperly connected thus by-
passing the jam circuit. It can be reasoned that had the
jam circuit been operational it could have stopped the belts
movement at the first indication of a jamming condition.

-2-
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The employee's initial contact with the danger points)
appears to have occurred when his long hair or loose fitting
gauntlet work glove came into contact with and was caught
between the unguarded rollers and belt. The revolving
motion of the roller pulled the victim's head and body under
the conveyor causing multiple injuries. See Appendix C-1
for Wound Location Chart JCPD #332705-79. The victim's
denim apron was also drawn into the conveyor, however, it is
our opinion that it was not a primary factor of the accident.

Photos of the accident scene, hazards, the physical conditions
and the accident reconstruction are contained in Appendix D.
(See D-1 through D-21)

PROBABLE CAUSE OF ACCIDENT

A. Proximate/Immediate

The extendible conveyor (SR23D) was improperly maintained,
inadequately guarded and missing safety devices. These
latter included safety devices that were either by-
passed (Cjumped-out") or otherwise inoperative.

B. General Contributing Factors

There are, in our professional judgment, significant
contextual and organizational factors that contributed
to this accident. Some may be interdependent and may
have acted synergistically.

These factors are:

1. Attitude

There appears to bean attitude permeating all
levels of employees that the mail must be moved
and that few reasnJustify stoping malt oc ,ssinq,
including-maintenance and safety. That attitude
s hardly hidden from even a casual observer.

2. Equipment Use

a. Abuse of mechanized equipment by all levels of
employees.

b. Improper and unauthorized use and/or alteration
e(i.e. power panel entry by operational

c staff to adjust or jog equipment)

-3-
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3. Maintenance

Inadequate MaintenAnre: Operation of NYB & FMC is
highly mechanized ircl complex. In our judgment,
lack of roFer preventative maintenance isxyA-imA-tohr hovoume dock area and, indeed,
the entire facility.

4. Organizational Structure

The Safety Office is held in low esteem. Repeated
attempts by safety stair-to get corrective action
have failed. The unit appears to be at an oran--
izational level-that is not conduuive to a-rMet
access to decision makers.

FINDINGS

The following hazards were noted on extendible conveyor
*SR23D at bay 23, Bulk Mail Center, middle high volume
docks. Each hazard description cites the OSHA safety and
health standard found in violation, its classification and
abatement period.

1. The two in-running nip points at the conveyor head,
wn not guarded tQ prevent employee being caught where
th. bel. ran onto the head roller. 29 CFR 1910.212(a)(1)
and Ai°I *B20.1 - 1976 (Serious) Abatement - Immediately.

2. The electrically interlocked bumper guard located at
the head of the conveyor was missing from the conveyor
thus exposing employees to the hazard of being drawn
into the in-running nip point located on the conveyor's
underside. 29 CFR 1910.212(a)(1) and ANSI *B20.1 - 1976
(Serious) Abatement - Immediately.

3. Both electrical jam relays controlling the surge overload
characterLstics of the conveyor belt and carriage
motors had been removed and the wiring had been disconnected
from the circuit thus preventing the stoppage of the
motor should the conveyor experience a jamming condition.
29 CFR 1910.309(b) and ANSI *B20.1 - 1976 (Serious)
Aatement - Irmediately.

4. The in-running nip point and moving parts at the lower
head end snub roller and conveyor belt were not guarded
to prevent accidental employee contact.
29 CFR 1910.212(a)(1) and ANSI *"20.1 - 1976 (Verious)
Abatement - Immediately.

-4-
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FINDINGS (cont'd)

5. The rear bumper guard and interlock switch were mis-
adjusted requiring the bumper to be moved completely
under the conveyor before the interlock switch operated.
29 CFR 1910.212(a)(1) and ANSI *B20.1 - 1976 (Serious)
Abatement - IRiF'-etely.

6. The rear housing for the fr6nt conveyor motor was
missing thus exposing employees to accidental contact
with the fan impeller blades. 29 CFR 1910.212(a)(1)
(Serious) Abatement - Immediately.

7. The rear motor sprocket chain drive guard was missing
thereby exposing employees to accidental contact with
the moving chain and sprocket. 29 CFR 1910.219(f)(3)
(Serious) Abatemeht - Immediately.

". The rear overtravel electrical interlock switch was
inoperative allowing the conveyor carriage to overtravel
its prescribed rear travel limits which could thus
injure any employee in its path of travel.
29 CFR 1910.212(a)(1) and ANSI *B20.1 - 1976. This
coupled with the bent wheel stop could increase the
hazard. (Serious) Abatement - Immediately.

9. The control switches for the extendible and feed
conveyors wore not marked to indicate their functions.
An unfamiliar operator could, therefore, activate an
incorrect button which could cause the conveyor to move
in an unplanned direction. ANSI *B20.1 - 1976 (Serious)
Abatement - Immediately.

10. The green light system at the exterior of the loading
dock which is used to alert the truck operator that the
conveyor has been removed from the trailer bed with the
trailer door closed is not reliable. Recent experience
has shown that conveyor operators and extendible conveyors
have been inside the trailer when the trailers have
been pulled away from the loading dock. These incidents
could cause serious injury to conveyor operators by
crushing or falls from the open rear of the trailer
bed. Section 5(a)(1) of the OSHA Act (Serious) Abatement -
Immediately.

-5-
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FINDINGS (cont'd)

11. The inside overhead bay door (#23) was improperly
secured, in the raised position, by the use of a block
of wood and a "C' clamp. If this improper fastening
gave way the overhead door would fall and injure any
employee using the dock area. Section.5(a)(1) of the
OSHA Act (Serious) Abatement - Immediately, (Note: The
proper fastening method was the door chain inserted
into a positive fastener.)

12. The conduit piping containing the extendible conveyorrs
electrical wiring was not secured to the control boxes.
The weight of the conduit piping was thus transferred
directly to the wiring and its connectors inside the
box. This could cause abrasion to the wiring insulation
and further cause live wiring to touch the metal conduit
causing electrical shock. 29 CFR 1910.309(b) (Serious)
Abatement - Immediately.

*ANSI B20.1 - 1976 American National Standard, Safety
Standards for Conveyors and Related Equipment.

-6-
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SAFETY INSPECTIONS

Safety inspections have been conducted by Postal Service
staff throughout the past year. The USPS reports that
during FY'79 twenty inspections including regular,
special, follow-ups, and audits by the Postal Service's
internal Inspection Service were conducted. Most make
reference to extendible conveyor SR23D. All attest to
the low priority given to correcting safety hazards and
performing proper maintenance. The following select
items were extracted from some reports now on hand.

Date

June 30, 1978

January 24, 1979

March 7, 1979

April 9, 1979

June 7-12, 1979

USPS Staff

Safety Offices
Special Inspection

Safety Offices
Regular Inspection

Operations Staff
of two tours

Safety Office:
Follow-up Inspection

Inspection Service
Audit USPS

Resarks

Belt bumper guards missing
on 31 extendible conveyors
including SR23D.

Safety limit swithes
missing on 46 conveyors,
including BRI3D

Over 40 safety defi-
ciencies reported at
multiple locations,
including missing
bumper guard and limit
switch on SR23D.

52 conveyors contained
deficiencies, all had
multiple deficiencies,
4 reported on SR23D.

Many items detected in
January 24 regular
inspection remain
uncorrected.

See the complete report.
Its safety and maintenance
f ind ngs/recomme tions '
merit high praise. e.g. (p.28)

Since the on-line activation
of NMh and FMC on August 13,
1973, the overall conditions
of the facility, interior
and exterior, have deteri-
orated with respect to
cleanliness and safe working
conditions."

-7-
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SAFETY! INSPECTIONS (cont'd)

Date USPS Staff

August 21, 1979

December 16, 1979

December 21, 1979

Safety Office:
Union & Management
Safety Inspection

Safety Captains'
Inspection (as
reported)

Investigation
Task Force (ITF)
(SR23D only)

Remarks

113 safety deficiencies
reported at multiple
locations. Many items
listed as "Too numerous
to list, must all be
replaced" or simply "All
high volume docks."

More than 53 bays inspected,
multiple deficiencies at
every location (none nit-
picking).

10 serious violations
observed on conveyor SR23D,
I at overhead door, and 1
at dock area. All require
"immediate' corrective action.

PARCEL SORTING MACHINE (PSK) ACCIDENT

On December 28, 1979 at approximately 9:50 a.m. at the
New York Bulk and Foreign Mail Center (NYB & FMC) a
mail handling clerk had his apron drawn into the in-
running nip poift of the conveyor belt at Parcel Sorting
Machine #1 (PSM) South, Induction Station - C. The
apron abruptly drew the employee's upper body toward
the belt resulting in injury to his neck area.

The OSHA New York Regional Office, which was at the
time investigating a fatality at this installation, was
alerted to this second accident. NYB & FHC officials
were contacted by OSHA and advised that we wished to
expand the fatality investigation to include this most
recent accident. Postal officials agreed with this
request. See Appendix E for details of the second
accident investigation conducted by members of the
Investigation Task Force.

-8-
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RECOMMENDATIONS

A. Equipm-nt

1. Restore and maintain all extendible conveyor systems
to their proper design specifications (including all
guards).

2. Provide two substantially constructed nip point
guards-at the head roller and belt area.

3. Provide a fixed barrier guard to cover the snub
roller.

4. Interlock front safety bumper to control the movement
of both the carriage and belt.

5. Insure that only qualified personnel have access to
electrical panels.

6. Prohibit equipment from being operated while operator
is positioned at the front end of the conveyor head.
(Insure equipment is operated from the side.)

7. Install emergency stop buttons on both sides of the
conveyor head. Activation of any emergency stop control
should require a manual reset or start before resumption
of conveyor operations.

8. Standardize all conveyor controls. Remove/blank
inoperable control devices. Insure that all controls
are marked to identify their function.

9. Improve the green warning light system for the
tractor and van hook up.

10. Repair overhead door operating mechanism so it may
be properly secured in an upright position.

11. Long hair should be covered, guarded or otherwise
protected while working on conveyors or other machinery.

12. Prohibit the wearing of gauntlet type work gloves
while working on conveyors.

-9-
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RECOMMENDATIONS (cont'd)

B. Policy/Organization

Although the agency has a well documented Safety Program
it contains serious flaws. See DOL's Program Evaluation
dated July 1979.9 Abatement

Present abatement process isn't working. Abatement
dates must be shortened to a maximum of 30 days.
Reasons for delaying the abatement should be
justified in writing, by a responsible official,
with an explanation of the action taken.OSanctions
Sanctions for failure to abate conditions (correct
hazards) is vital. Enforce current USPS instructions,
e.g. Supervisor's Safety Handbook; Chapter 710,
Occupational Safety and Health Program, etc.O Enforcement

I Current agency enforcement appears to be selective.
Safety rules are enforced against employees but
are ignored when mail processing would be affected.

4. Safety Captains

Support the safety captain program recently initiated
by the safety office at NYB & FMC and promote
their daily inspection of Lhe equipment. Enforce
safety rule, Section 1, Item 9 of the NYB & FMC
Safety Rulebook.

5. Training

Insure V-at adequate training is provided as
prescribed in 29 CFR 1960.20.

Organizational Structure

Relocate the safety office at NYB & FMC with
direct access to decision makers.

7. maintenance

All mechanical equipment, particularly conveyors,
within the facility be inspected to determine
their adequacy in meeting OSHA, ANSI (Industry)
and Postal Service safety and health standards.

-10-



51

Opening Conference
Participants

December 17, 1979 - 1:15 p.m.
at

NYB & FMC Conference Room

OSHA Staff

George J. Yatsko, Assistant Regional Administrator
Dennis P. Gaughan, Federal Agency Coordinator

USPS Staff

NYB & FMC

Robert F. Condon, Director Employee and Labor Relations
Bernard L. King, Manager Safety
Chester J. Bojan, Manager Plant Maintenance
J.J. D'Andria, Distribution Manager

Regional/National

Frank Manganaro, General Manager Maintenance Management
Guy C. Dempsey, Bulk Mail Engineering Division
J.W. Duchesne, General Manager, Maintenance Management
Richard Gfaff, Office Maintenance Management
Peter Jacobson, Director, Office of Maintenance Management
Jerry A. Jones, General Manager, Accident Prevention

Private Consultant

J. William Klotz, Dermot Reddy Company

Inspection Service

John Herrmann, Postal Inspector in Charge
John F. Neshen, Postal Inspector
Robert R. Blackburn, Postal Inspector
Neil C. Kamichoff, Postal Inspector

Employee Representatives

New York Metro Area Postal Workers Union

Moe Biller, President Metro APWU
Ronald Massey, Director NYB
Josie McMillian, Executive Vice President
Dorothy Campbell, Assistant Editor
Edward O'Neill, Mail Craft Representative

National Post Office Mail Handlers Union LIUNA

Ronald Moe, President Local #300
Stanley Quittley, Chief Steward
Denise Banks, Local #300
Edward Tucker, Assistant Administrator Local 1300

A-1
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Participants of
OSIHA Preliminary Closing Conference

January 4, 1980 (10:00 a.m. to 11:55 a.m.)
at

NYB & FMC Conference Room

OSHA Staff

*George J. Yatsko, Assistant Regional Administrator
*Dennis P. Gaughan, Federal Agency Coordinator
Richard Wilson, Deputy Director, TECFAP**

USPS Staff

Regional

James V. Jellison, Regional Postmaster General
Charles Scialla, Director Employee and Labor Relations
Ronald Syslo, OSH Program Manager
Frank Manganaro, General Manager, Maintenance Management
Harry Nigro, General Manager, Regional Communications

NYB & FMC

Alexander Gallione, General Manager
Philip DiChiarante, Director of Mail Processing
Robert F. Condon, Director Employee and Labor Relations
Nesmer Calzolari, Manager, Industrial Engineering
Chester J. Bo>an, Manager, Plant Maintenance
*Bernard L. King, Manager, Safety
Robert J. Pollina, Acting Manager, Production Control
Wilfred Roy, Labor Relations Specialist

Inspection Service

John Herrmann, Postal Inspector in Charge
John F. Neshens, Postal Inspector
Robert R. Blackburn, Postal Inspector

National

*Jerry A. Jones, General Mana%. r, Accident Prevention
J.W. Luchesne, General Manager, Maintenance Management
Howard Kaufman, Office-of Labor Law

Employee Representatives

New York Metro Area Postal Workers Union

Moe Biller, President Metro APWU - Regional Coordinator
Ronald Massey, Director NYB & FMC
Edward Tucker, Assistant Administrator Local #300

B-1
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Employee Representatives (cont'd)

*Edward O'Neill, Mail Craft Representative
Romualdo Sanchez, Administrative Aide
Jeanne Parker, Chief Steward
Neil Gohan, Steward
Dorothy Campbell, Steward

National Post Office Mail Handlers Union LIUNA

Vito r. Magrino, Regional Director
Ronald Moe, President Local #300

*Stanley Quittley, Chief Steward Local 0300
Denise Banks, Local #300

* Members of Investigation Task Force (ITF)
** Training, Education, Consultation, and Federal Agency Programs

B-2
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ACCIDENT OF DECEMBER 28, 1979
at

NYB & FMC
Parcel Sorting Machine (PSM) #1 South

Through interview and reconstruction of the normal work
procedures the incident apparently occurred in the following
sequence. Mail clerk, Mr. Frank McGhee, was keying parcel
mail while seated at the PSM #1 keying station. McGhee had
been on duty a little less than two hours and decided to
relieve his partner, Ms. Cheryl Burroughs, who was located
to his rear. Ms. Burroughs was acting as a facee" which
involves the proper positioning of parcels as they pass on
the belt conveyor. This allows the keying operator to read
the zip codes as the parcels pass his station. As McGhee
stood, his denim apron which had bunched on his lap, dropped
onto the horizontal conveyor belt in front of him. Unconcerned,
McGhee began to turn left toward Burroughs but felt a jerking
motion at his neck. McGhee's neck and upper body were
abruptly pulled down to within inches of the in-running nip
point on the belt. He yelled to Burroughs for help but was
unheard. With his right hand he was able to reach the stop
button and stop the belt. Upon realizing McGhee's situation,
Burroughs assisted him in removing his apron. Mr. McGhee
reported to the facility nurse and after three hours was
placed in a cab and sent to Christ Hospital, Jersey City,
New Jersey.

Despite the statement provided by Mr. J. La Courte, Supervisor
of Mails Dulk, Tour 2, indicating Burroughs was told by
IcGhce that he was using his apron to sweep debris from the
belt; McGhee denies this allegation.

EQUIPMEhT/OPERATION

Inspection of PSM #1 South, C Induction Station revealed
the following:

Parcels are fed down a slide table onto a horizontal
endless belt conveyor where the parcels are positioned
by the employee acting as the facerr". The parcels
travel across two transfer plates (2 1/2 inches wide)
which act as a bridge between the endless belt conveyor
and two short sections of endless belt conveyor. Once
tht parcels reaches the second short belt, it breaks a
photo cell beam and stops. The keyer keys the zip code
and the parcel moves away reaching a speed of 350
ft./sec. in 1 to 1.5 seconds. Meanwhile, a trailing
parcel stops on the first short section of the belt.
After the original parcel is keyed it moves away and
the second parcel moves up for keying, etc.

E-1



75

The in-running nip point between the transfer plate and
belt, where McGhee's apron was caught, had between 5/8 inch
and 1/4 in4h opening. This opening was large enough to allow
any loose clothing to be pulled into the conveyor belt. In
addition, the two transfer plates directly adjacent to the
keyer are constructed of plastic. This material has a
tendency to "bow" thus creating an even larger nip point.
See photos in this Appendix.

HAZARD(S)

This condition does not comply with 29 CFR 1910.212(a) (1) or
the ANSI Stdndard for conveyors B20.1 - 1976. The hazard
would be classified as serious and should be corrected
immediately.

RECOMMENDATIONS

1. Adjust all (6) transfer plates on all PSM's for a
maximum nip point opening of 1/8 inch between the plate
and in-running roller.

2. Replace all transfer plates that can not be adjusted to
the above dimensions.

3. Prohibit the wearing of loose clothing or unsecured
long hair in the vacinity of moving equipment.

66-919 0 - 80 - 6
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DEMOIT DISTRICT ARIA LOCAL

AVsrtcn oatal Workert Unton, NIC-03(
. .. ... ......... -1- --- -- -- -.. o . . .....

2,0530 Southfield Road Detroit, HI 48235 (313) 532-9305
cactus" I pas Fe th hkq Kr maimen&LAce|

-STPZVING TO PMZSRVE PRCWPENITY, DZIEWOF VOW
A"D LWFE ARU UltZTID EFFORT" SL Ca, ShO . Conw LULcml Pk list 0se oi S. a MK

Fpraer, Nonoe, pllantl

Harch 3, 1980

llr. Gerald Fabian
APWU's Safety Representative
c/o APWU - Pat Nilan's Office

817 - 14th Street, N. W.
Washington, D. C. 20005

Dear Jerry:

As per our discussion today, enclosed is documentation relating to
the issue of Management's failure to meet the "abatement dates' as
requested on the forms.

If you have any questions concerning this, please let me know.

Sln~erel, and fJ rn ly,

Gerald A. Kw
APWU's Safety Representative

GAXske

Enclosures
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UNITED STATES POST OFFICE
DETROIT, MICHIGAN 48233

01A OWL Labor Relatioae:3.1

sn, STEP 2 GRI&VA.Z DECISION

of. Margaret P. Moseley
Vice Presidet AMU
American Potal Workers U6io6
20530 Soutbfield
Detroit, Michigan 48235

"'M February 12, 1980

RE: Orivance Appeal Rec'd: 01/23/0
Case No.: S-DC-64
Step 2 Union Designee: N. P. Moseley
Grievant: AMRJ, Class Action

SS8: N/A
Location: ANY

Dear 1a. Moseley:

The subject Step 2 grievance was discussed on February 8, 1980 in
accordance with Artirle XV, Section 2 of the National Agreement.

Based on the facts and arguments presented by the Union, my decision
is as follows:

Resolved: A review of current maintenance records (work order-
Aif), lndicates some of the items in the Safety Inspection
Checklist (PS Form 1784-C) have been corrected, and others are
either in progress or scheduled for completion.

For: Alvin J. Prejean
Officer-ln-Charge
Detroit, Michigan

cc: Ruben Fowlkee, Director, Mail Processing
Henry Jeamarie, Jr., Manager, Plant Maintenance
Harold K. Barnett, Manager AMF
Ks. L. Jean Rodgers, Injury Compensation Specialist
Safety 6 Health Committee

48233

FEB 2 0 j9s0

DAI ,- Cf-RCT LOCK.



81

I

=Ax , t. 1C"k l ff # Moth "
. mm l, wo. bo~tAmw Pa., "_ w i, 3 ! ill

* ' " ,'9 -v i m 'r. om6
3 D(TWI PESTWM~ ARA LOCAL, M USOVAfi. DOWN. #MI*

4 Of *Ift* WMCIV, AW vim. f*#s*

, m iws C. Rhn*% * purr"* P -T1,44

WHERE-WHEN &U 1-fNIWHn

9' 9M. "U~ ICU '" . . '

1
IWT.

V GPM" 0" con

12 PITAIERO STATEMENT OW PAOV I opATN1ms Ow ' "RO Aifffr'

O +. - me, I *", ,, w ... .'--m-+ lm.-" , - - ,, ' "

• ., ,*

"' " Aif ioN a " UOWM ast *"STI- W St -)V '

saf" 9 bgqke i 4 1Lm owith -to. *.-mi tau v~ I
.be9~~ wow ftts 10 do~ wi sm fies flT1 mJsw

Poww" "r i "CI '' 'i+ n' + : ':i +i'" . '0... ' i,

ow * et -N AO b1 h I "&,a es aisi "jJ IV

wV "0 -mf" sip on on A ; "

W ft" ram - r Ai woiey "It j a!- afD vin i,
4 ,J

" ' . .. . i • ' , , .

"A. ,.: , .o rj f " r P as' <,. ,': .' '
' " ' .. ' at I" ' . .:. this, so " + . ,

pi " G O IN' ' • " i ,o,

79 "'7 -"o.; .: ' , .' .- . : rk'



82

.AI 1l. otFICIi.CY REPORT

..... ,I . .I I,,,1r I. ,..d,

L,. I+ - 'CN+ cirv, $?1 ve AND upI[ COclt . . SQUAIRFI FOO ,.6I

AI port !I I I ctl Iy Com I ni.d Detroit, Michi6,n 482 --

C -CIEAC TIO ICOMMN-0FO #4 AETY "Mi I!1Dl

x 7. P-i3 Vxko4id ptlpv, brol1en plster In 01121/80

X 8. P-i Door clotIklg m,.cia,lm midslng - 01/21/80
in lobby.

0 9. P-13 N'w ouis ,iAn ntidd ,on lobby door.

/- <f t4<

PS F, 1754. ck,,. 19?7
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•I ClII, I(io4-ti -R i I IV C11

4. oiIA 1910.22 Hole in ffoor tile- room 2068- 01/21/80
lunchroom.

6. P-13, OSILA 1910. RA ilng ,istAble in ltincti area, E- 1. 01/21/80
Needs reanchor[nS.

8. P-13, OSHA, 1910. 2 Inpertor's doo,.r i,-ro q fr, m F-5 01/21/80
y bliockid.

9. P-13, OSHA 1910. Ungmuorded extciimton cord crnsnlng 01/21/80
22 ai v .y In rigitry cage near J-1

10. OSIIA 1910.23 Ctard cail. at scale broken. 01/21/80

.12 P-13 Pavement cracked in loading dock a ea. 01/21/80

X 3. P-13 Flip r, p broken - should be repair cd. 01/21/80

4. P-13, OSHA 1910.4 A. Himper noted in use with top 01/21/80
mital rail support broken.

3. String on wheels of cageS,
Vy hampers.

12. P-13 flIndtrucks loaded too htgh - as 01/21/80
observed.

17. OSHA 1910.176 See. Section t, Tta 5

Sic. IV
12. MS-I No inspection certificate on elevat )r. 01/21/80

, 32. OSHA 1910.309 A. Thermostat covers missing at G- 01/21/80
I and in general office.

3. Thermostat damaged at J-7. sk
C. Light switch missing - room 117 ok

40. N.E.C. Excessive use of extension cords at 01/21/80
J-ll area.

41. P-13 Fan cord In poor condition - genera 01/21/80
office.

,, 1 4-.C,
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W SAFETY DEFICIENCY REPORT

, , , -I1, ra -p ., .- I, i , ,l.. , -InJ A. 1'p, ,P,l h .0 1 . . .. -- -
,~~ ~ ~~ 1,, be. .1' to tIA -1 n.,1,jr , Ih V r,.,R t- r% ,n, C. ,I,.

,I I, , . ,, ]ild i.% 91L. A "I-q1 "1'4 IN' I.C It, "I I{1!1- I IA 'if,I; r'[1 -. 9 ii it, the,,,I+b

N , It :1J Facilit .-qtr4t Mich, lI[&N i ga 4. .D 8U! 2O ,

12/13/79
,-CORRECTIVE ACTIO04 RECMMEWDED Oft SAFETY 0 IEmICIES

III-- I

I. OSIIA 1910.22 A. Ilni 'tAtpliig poor, particulary 01/21/80
In sevority room 12,03 (door off
one (1) lot'ker, tops of lockers
duty, etc.).

Rt. Strong .immnin, oTr in room 106.
needs ovtall r1l.,inlng nad re-
airadidIIng. Rm'pi.ve liking con-
tainors. Also iioted -on :uqe 

6
L

1979 fnPvtret.Iun
C. Fxtrancolis material noted in Vat-

ious ar as; upstairs (pieces of
flooring cement, oily rags),
sLorage rooms and concourse.

4. P-13 Tables (desks?) in H-li area unstab - 01/21/80
need tightening.
A. Heavy objects top of shelves in

room adjacent to 108, in room
115 and 0?2.

B. Objects top of distribution case.

6. P-13 Portion of br1~en guard rail (near
x stair) protriiding frum floor - tripp ng

hazard.

10. OSIiA 1910.141 A. Men's roc.m 208 - paper roll 01/21/80
holders broken in a1l four (4)
units.

- B. Ladius rooms - housekeeping poor 01/21/80
Downstairs ladies room - latches
on two (2) unit doors broken;

V( soap dispenser broken; top of
covered receptacle broken.

Y
12. MS-l Emergency light missing from bracket - 01/21/80

F-7.

16. P-13, MS-39 Only two (2) of dock lihts for 01/21/80
illuminatinR insido of trucks,
operable.

11. P-13 Unauthorized electric pot in room 01/21/80
119 - Eqtlp ent Room.

1977 %. 1784.C
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r . .Amn" -om-sT ~04, pwe%4dIs hg.n. apes a es&e to be eA i to &U se mmqw.o Um*ed Ceeetw Mep, Ll
I) w~e ebee eMs M I smkedA 9= 860 i e e se*o d e" aroe gas req 1 is"M egeetleee *eaaeesd .*f e

M dqw e (a ohm emm on e b em el ef l s a. mbm Pda m isI . tq.d # 8so a roe"** W11 thMe e eead a be meo"
Aio t.TIOU Nall. Fclt11 Meg ap tee 442Airport Wlil ,,at, 117 nu Deto,. lcbis..n 4S,24L .o''I

o I A I . . ..A.
"rrhe. a.... FI~5 ___. ___________ .. . .iae CSS Al tmwY 0015

?-13

W--56, am, (91O.
157 0. 1

P-13, 0-1",'

P-13, ANSI £11.11

P-13

P-13, OSHA 1910.22

OSHA 1910.22,
I. .C.

" vker box doors open - eque4pmtFes- 119.

falt near 2-11 blocked.
Fire extingulsber" blocked at 1-1
K-Il. I-S. p

01/21/o

01/21/80

01/21/SO

ae - Forelp, casda, ate. and I e
label toes wiere cigarette btt aooI d.0

A. Cosbutible rae on hemtrack
upstairs@ In oil toom 123 w.
abould be In covered natal ne-
talor.

I. Olly mop cam uncovered in ,umt
dian'roon - 121.

See S action Is Item 16 o1..

Ratio protruding from wll where
bulletin board wa remod, J-13 ari

Door latches and/or knobs need
replacement or repair - room 1oe.
121. 123 and Janitor's room.

Unused viriag over dock door should
be removed.

a.

sec. V
8.

15.

29.

Sec. VI

Io'

1.

2.
3.

4.

3. OSIA 1910.23

OSA 19lI.-0I'
1-13

Drain cover on fountala broksm -
elo needs cleaning - located near
AlISP bulletin board.

Duplicating fluid should be removed
from stockroom 122 toa room without

01/21/O

01,21/SO

01/21/SO

01/21/80

01/21/80

01/21/0

01/21/S0

01/21/80

a a a

K, 42.

F-13, OSHA 1910.221 Dock door vindove broken suggest
guard over bottom portion of windows
to prevent equipment damage.

If

l~e

Xe

1754.€

w
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Irl Q 'daf0iw#. March 6,1980

To; Gerola F. eabian
902 Upper midwest .1d.
nennepin Ave.
Minneapolis, Minn. 1980

iS. DIV. AJP.W i

usear Sir:

I am writing to inform you of a safety problem at the Youngstown
Post Office on the SM machines. At times the L-.r, machines are being
onperated with only one sweeper behind the machine . The union and the
emnloyees leel this is unsafe because while clear%.j a dropper jam on
concoles number 3,4,7,8,9,and 10 a sweeper may get his hand caught in
the machine and there is no possable way for him to stop the machine.
,,ven if more than one person is sweeping, he may not hear the other
sweeper yelling for help. Some kina of safety stops should be installed
so the machine could be stopped from all dropper jam holes.

ihe following step have been taken to try to correct tnis safety
problem: first of all on 1-e-3-8u a form IV67 was filed on this safety
problem and was sent to rir. X. otiile, the ,uongstown ,afety ullicer.
,L letter stating an answer was needed before 2-1-80 was sent with this
formsso that further steps could be taken if needed. i waited until
2-4-80 but did not receive an answer.

us 2-4-80 a step 2 grievance was filed. At the step 2 r ting
held on 2-7-80 management stated that they could not alter t:,., LSM
machine without a letter of directive from the regional office. Also,
management stated the machine was desiigned properly and had passed
Q6Ha standards. The union explained that the macblne was not designed
to have one sweeper sweeping the machine by himself. Also, untill this
safety problem is corrected management should not opperate the ASM
machine with only one sweeper because everday this hazard is allowed
to exist could mean a loss of a human limb or even a life. Management
showed how little they were conserned about this safety problem by
not giving an answer until after L sent a letter to management saying
that the grievance would be appealed to step 3 because no answer was
received on 2-20-80 ( 3 days past the deadline).An answer was received
on2-21-80 stating the grievance was dented.
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The last attempt to correct this safety problem was on 2-22-80.
4 called Mr. vobbs from OSHA to explain the problem. hfter I did so,
he said he would call the regional post office in Chicago to inform
them of the safety hazard and the Youngstown safety officer would get
in contact with me. Ahat night I did receive a letter from the .afety
section of r&LR ( a copy is attached).

After waiting a few days , called rtr. .tills to find out when the
L., machine would be fixed and when management was going to stop using

one sweeper to sweep the machine by himself. He told me he bad proiQI9s8
that it could be fixed by the end of next week. He also said that

management should not have one sweeper behind the machine by himself,

However, on tour I management is still using only one sweeper behind
the "M machine.

i would appreciate some action on thismatter as soon as possible

since everday this safety hazard is allowed to exist could mean a
bad injury to some employee.

Thank Lou
William u. Plant

Tour I steward
Local 443
Youngstown, Ohio

44501
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SCHOOL FOR WORERS
SAFETY AND HEALTH PUBLICATIONS

'The School for Woreras" Occut 4l Sillily *no Heath,
Piclect - Ocolw. '974

"OSHA hmapect,Dr Pr.edu,'" Noviinter ig
Making Be51 Use of the OSHA Wa1earorndf" November.1973 I

"Coping With Me thmal Haiss.-' hiy. 1974

"Wfkiltr Ris ghts and ponSorlrlee Un er 058.9
l' vra d . O cto . 1974

"06SHA inspectho it qCldr Jo COn$IurAI.+W,,+' Mir..

1975
"Mak n Best Use of 1tt COstromun S he a rourd

March, 1975
+'Cw.rohmq No s .n Foundres, Sdpeete. 1975

EmpIoyee Access to fnfrmio&" trevinsed)L ALgal. 1975
"A Uyion Ltbrary otr Occucati,,ai Safty " Helth." '

October. t sSt
"Uroa Prceadures for Aba1ttig Safety AM H el

fuz v ft." 0c lob"., 1P7 5

"Bargating I& Sate t iat11Mlldt rkting Conditicars,
Novebwa, 1971

"Uie of Aornm strive Controls to Abale Hhzars."
Ji.ire, 1976

"Coping t lh Hazard rm Lc'g,ng June 19715
"Prioriltes for a Sate and Heallhu ,oak Enrvortent-

Forest Proucts. June,'ltS7
"Coping With Hazards -n Saittla, June. 1978
"Colhective Baryantng and 0cCuottoeat Heahth I snues,.

June, t976
"Coping With Hazards in the 80o and Shos Ih-sfry."

Jwe. 1978
'"Citt 4V e idb oar 1r Wood*orung," June. 191'
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as-a
Causes o Injury in Industry-
The "Unsafe Act" Theory

lI oi"ud csstld trh y *0 it o ll dorttlkes by ceaelr+Il
"unil ats It siss 0 i deal sevos reeds to

b1 y'ced mucIlh Rtor* cirettly. I rsl , la f 973 atul
I .'con1 -forussle aMV lobe taken Setriousry It I t

Sect of2)( of I 41rol cp ol ofit., and jdalem1e,
fo th Wt lcnglolieI Safely lI 1

Act cats lfoth. ait other ietrgs. tha oi a l osled States
Congress beg intended tet wor lt g cwrn cn wen i a the

:OMt sItiol be opoed a"bo c-•d hecItoul waknrhg
Contiones by

0(- . rovslig roo tell 41Sth It the ltd of •t$ca
tlort eatery ad halh. niclyd sg psychsological
lcl-ree,:nvo~ed. and * e'pingri... ro agrchers
tee deraFg wrtht irccylicotl safty ad, healt

-... c pl r ng ways It ot dsoSalet cisess
estalishring ceusal ccn¢1rectcs betell diseases
and -eall it nstarer coni-tiona

The U siia
t
e Act ' I-,rs

1
mos pst loly or so yearS. ear•l al run Concti

iirte-•v tlof oleedIs and dieass -h ilc nolto tas De p
reaes is tar-ms at the -ulitfe act" ivaoy of easiest

c-6l potcotl o 1 csii rit ec rsultl fro somt uertio, al
"tt Asly, 5.tb gettem of m:T1l$ result tion VSase wrk-
ra coamdstcsti or tatleel L et ciase igl sL t41his
thealy tha unsafeI acs e earm tlludire 5o t] ",ts.
srat eed hestib pea alnlosrs cnclds Valet 10 Sic-
crdyrln Pravdenton tlis a basld be directed at moptaper
o at81 tiuctt bete-soo. sic Inoiss y use of btohasllr
caintyt issh is stlct solly lais, clohi 5ar,-sl'lllold
Closer urtlnsiC on btrol L*eCtlhqus. Worker$ easo we
ilsold in ttll a Ipmtc rdenll Ie beloved l t be accr-
Cetrt poal ca ytagmwlcs o0 the atnsafe theory hold they
exicit be termlsited or inoed to otbet jobs. Belieers in
the rtate act theoy oint to tan uable CW'drlll-
lhih tve neser isuslted in liitres, ad olr themll f aS

proof Vat sil wollng onniO eAwlne Seldomif ivt
teIsut i employee ilnjuies. oI Safely ai health agetral
proo1ens I the unrollsect Mily 0 acliddll Caioi
Coitea that yttySrcai safely statdards, ehich cbsscealttcle
mlelrimination lit uttcalaecraiag aeelidtbra witllao et-
tectrely reduce tnitrar ratse. The teatiltl they say. is
becdoole oil accident result froml Impropet hsoic be-
hiolae. The theciry appaus to hove bees used n c ration-
ctiaatcan tee sa atntorcing a64sat. wets aid health Stan-
daodc. Ihis paper witl deacarbe ant stopt to te1at*i
Vat IAdl0 thel Ua*%ae VlCemry of itjsry caoceticI troms
the best drat tawl iferatnllO sitVlaceu at 1173.

'Public Lar C-M Qewscee U. IvaS. Ocawrw Saety
a 04 art of ISM"

.a1ble Accolon Cacalcssu -os, l5-
Stocesaiite ftr TN ater Itad,l 41 tcsoo

d o Is Idus a 'L I as Di d jeY s C t gq I-st~I scin gc r•at l• , sa a t i •, •l,4.

bes a aromltos becall e hl -V1 PeicentiOr arlI'S I'car L e1r 1 Du Isi nl apll.ahyee acts Tityi corklend
they onIy 10-20 liacO w 0 rsspItes ate tree 1rt1 tf 0 lte
.,ytrg, ig ra l-ly Won a il. igon irI DAIAxsl 0 i*

14s*lly act l temy w a iia d f th lt fnossitali evidnci
u, wl risrbe baa ad! Is, e C led a', old st: ldor

lti Pled by M. P4 rc =c a Ir 11atw-PIOYW A jury repyts C44luaid by ,,4ati . ItrtCe il,y We

W lnll Illl 9" ad, bPICif +I I+Ilul( 11f.ryf 11•

his slit on ro~teg bae. sst'ly ft5
114 scn0reastees lyl rt Q 01 cogiar, bt be aofci lhnged
i-.ste atet Ctongteacusin$s Wesa baed on

Megr frti Irtdags* deelotied it e atudy OMic't bed to
be lard go lu de t lth rpolJSOrlrtes S itlultrg ltar
passage 03 tis. 0SHAd in 19id.- Tet alu~i a s ni eam
c$ -pa41red 11T e i 1ts liii81 cnrs$e lordere lee the

oulily act- they ae either drawn trom amloryer ais
Iti ti-it, sly rhec billion eIfmt-soag srtor o roslier

cSty in irWscotraim which we neatr car.sled or froms amt
0-d Institedired Study ot elitsya Ifrst lelms f rmtlsy
set Peratl~

A lgl atulld. Vailetrit the wrteafs' corlopetaad
io ti? loT otrr Inty , O a SInstiri cl rm Iogl$

iys llaw as ECsdill ca oussits t conrted. It is ,tor
whyc 1,14d oui "e a• tteIgteIet t epgatemllr s¢tig
-- "t, a ciasc l worker s~l% oit I teslload -ontel -on

to,a cI coIdrito., allG ,,et a iel ow love,, ast 5.

teilhccc, -- sodrlsraisysocsbCimet~ ie s d!r e-.
is o witl a Waelsec's 111 11 asllose t& a le
lit f %' it-thtat deIlld Nitter il- nO 1Kr ar 1 COil e,,
,S daiocy I"th *rtcoirSlt butgtoltd snsi.-l -doyils r..,

ui l atllon i ec mild ot Me 5.rll
1t. rop Form 56-1 5. w ith ge ted by Its Satfsl
Spiclcit ldereirrr~t whlsstjrrhte tbyttiFrres't v
at. It uk "101b assessed agartlst lt* if~te A"

lU10rttLW~atlrlCl. J. 1ctralor 0i su1610ly sitlIJ)0 .
ra1ed I(,t-, il c-1del V' 13 the St,Ibyesn1 tt a a.rly -Al
of file was nola led wtere the emlo'ye ssac srollcalad
aJ Via lre. of lissrcacsdel of whewe the 91plo ays ti lie

t 
to

Usec NSafety 3C desCO reac~d by rhe ettlseat Peel traPy
ttc&SlgAlt-sr Fows pred lobe the teal sc-.as of 11*r
illsisvalil rn turecersit tag iaeeirrp~l;ei

Causes. sinre eerlto ceaaaltari 5s the luturetl
Psrpose of the insctigation Wti'c bateo r, ii t.
53V 1V$uIdertyat 1% cI uste. corking ico~jl i. o-. in
sate act, the tesi ofla study gtea randaom actill, Q?
2bta tr?.l teneaed noi basrs Pos fr ll pelscom uli5.lle
itI trCcebilu o. "st81ad 1,64110 Coicsl?,CS -Cre 3tlitds lo
coft'go'e s"a-eherO tiosoy & I'i bl~ to 5-I Le'LC
causes ascot omd. And wstat acts *CaIs arsjr l
26 peceit to 3., pWeli Of those caes wtc "tM
inve stte'ld

IN w Mosrwls. lcsmal Aace PsVWstWt A iSiathc
,APPNC Panes letstil Noew Ifft likbnrawlhl aciaS
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TAIN. I

tJisare Coricthons
W'siiy- , dstl code iloutetiOS

,dentIl I a involved
01w utoel working cundilsOrt

reported by $list peetor

U iae Acts
Where nsco's tepol tind"ed

eimplo5, corsriited auteI act
or rr d m mistake cvloorming

*rtewe S8-10 report did not clwly
wid-alt We41tt 41e act Of

condit io
BIn

No Of
Cases PeCert

77 30%

62 24%
li-s _64%

g1 35A

17 7%

Both enssate act and trate conitionr t0 4%

Ge" Total ME if "_

'A 10 poivnr so" o a s 25610 acastgas ca@lied at
ig?) woo rctwip a s aid ae thre NOD Dim tolls. Four

A mood stud wele "e to east the reltleity of
findings itn the tist study, eeeArn that CrIta cald

argl thet the Detectirn ol Clases fr inspection W s ot-
ratslICa or poolebly even 1 alies towed "trate Col-
tail- A p esisetrovl of the sirto 4ispection agency
atatt.t hat WI deaths were iellyaed by the Sesty and
GuidWg Division, mot this iltr taned Wi tc be icrca
reel oLy 19 pertnt of otpth cass wre rvesstgaled
However, death satit let doke down voly srily to re-
s, ts Lit ihe random satitnig io t se Tati ii lhos
tn, ns s

TABLE It
NO of

- -. - __ .- _Cases"- Pecenlr

Lkitualo Coidfiorti
Vioiat un of Wilac.rs"n Safety Codes 37 39%
D~y ile rs t wring , andittons

rep.yldby safety Inapctor 18 1%

Total $5 50%
Unsdte Acts
Where inspitli5 tteport indicated

'empoye cointrtttled wsafe act
or *de a mistake while working 24 20%

Whce SB-tO re rt cci uncot
as to hetherL ,safe act or
unsafe c,.rditron (includes hea rt
attacks) 12 13%

Both U11te1 act id urncal condition 2 2%

Gan Toa 1 _9,

loses woen all lsvft~te Rae toleed t5 socertials
repavled in 1173,

Ciasos " In setllelle4
Conlin tpe of ac 4ents were exeisi i from rtve

geltr as a malr tf departing. PolJcy in WisconsMr.
Aea offe tyerv sri were g'sn iddttionl La'tid
decide wh*ch cas would be ineetigeted ndivdJl
tsty inspector weir* assigned a max rrssr r%~it of
poetsnury itrsaglMins per mrith (six In 197) V1th
rest of ftir Itim devoted to other duties In gerival
attacks tragic Id a ryare accidents ovareli or c.
occupational dis44 Clais. ai i acts of violere t
seldan inst rfgaed.
-Peprtad beweing losses cats " iot otsigated by i

seterty insectors, although they wcts akLost a:weys
cations of unsafe e"b rig Conitiona

-Aproirsataly 35 percent of all Wascorn work ' C
por utas cases involve spans, %trains, and lmili
oneaastoon InUre&s. mst olftin involorg lifting. Pu
ing Pulinrg. or hoing's heavy objects or "irg In

gcwvl P0401110Ma Becasa Ihre as tno state safe
code dealing witlth ovarexarloi trezciua they were u
st ed

-#levl attack caseseleave not wivest gated 3W tugs of
d fliculty in relainng the invy to safety cid i. spec
acts or cDrhng condito~ie

- Trli arnd 41iteaft acc darts we not oeru to at,
Irnpeciore because solthar gotatrnimr At agettey set
aIsIuild t siltllgle to incldemts Truck dlivis
htalby have been daWned of IS p atwte Inreased
colpmllt eon, i Whoe there e e beatn I slo

tif (Astate paety came.
-Occuipatioael diseae cesfsta nwotr Ifte"ir.ed be
cause the depautnitrt tocked ani iduttat tygerijsl,
apperwily Old no requsl assistance from te stat
agency that did This po4 Iis difficult to eoricfe
Casblldatrlg the axistatce of a detailed set of staid
governg titse, dialt irid cowrlairtats.

-Ace derlls restltr from acts A vioerce or crimal
Octs go irtrtSt gatad because polce ws assumed U
a aParate investigaton. a because tiha late of 1I
Corsin tacks a got ol phytcl Standards relted to ex:
of violence.

The W rkers Compensaton Board of Britsh Cot,
used novel a oech to relate hazwrdous comistcit
accident tla l Iogmg. sawrllilng and coatluetor
They required selity Inapectort to rate ach ittspect
651551 15rint*5 an twIoU factors. 6-4 LUtS the WCB V
late the results of the ratings with ace de ates for
sea stalbtMi ox Is, They foud a sigttltlcant Inufit
carking CGOidttela that, ca's related to accident relae
ft another way. f ai eltablhtns n is" rated la or

one of the facor, they were Likely to report a highe
cideant rate TIe result of ti study awe reported If
Table 111.

flail" Meoasw. "A Cratelao Beteact Types csf Hazadus
Ceowton " Accidae nrtF " Ahatv1 S la5M5 COVVV
taro oad of Brtish Columia. Vatcoter, B.C. ceet.
11173

61 toA // X0 5
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TABLE III
RelaItivs titoillIicwe ot vairlos conditions

to accidint ral, by Indstray*
Fac:or j gLr M1nwrni lln Construclion

Condition of work are
Hounespit g
Operating procedures
Adequacy of toole
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AMERICAN POSTAL WORKERS UNION, AFL-CIO
lilt 14vm SJTINCT. H.W.. WAeSHINel"ON I, 0. i0.

STATEMENT OF THE
AMERICAN POSTAL WOR RS UNION (AFL-CIO)

PROPOSING TO AMEND THE POSTAL REORGANIZATION ACT OF 1970
BEFORE THE

SUBCOITTEE ON NUCLEAR PROLIFERATION AND FEDERAL SERVICES
COMMITTEE ON O0VER20NTAL AFFAIRS

UNITED STAVS SENATE
APRIL 4, 1980

Mr. Chairman and Members of the Committee:

We speak in behalf of more than 300,000 postal employees for whom

we are the Exclusive National Representative for labor-management '

relations and collective bargaining with the U. S. Postal Service. Our

membership is employed in post offices in all 50 states, the District

of Columbia, Puerto Rico, Virgin Islands and Guam. We are ar, industrial

un~on representing clerks, maintenance and motor vehicle employees,

special delivery messenger and employees at USPS mail depositories,

postal data centers and the mail equipment shop.

We appreciate this opportunity to present the views of our labor

union concerning H.R. 79, which is before your Committee and to amend

the "Postal Reorganization Act of 19700 by altering the-organizational

structure of the United States Postal Service and for other purses.

As you know, the American Postal Workers Union has maintained a

continuing interest in legislation which would improve the organizational

and service structure of the U.S. Postal Service. Our concern and

proposals are matter o record particularly in 1977 and 1978 as postal

reform legislation identified as H.R. 7700 was considered by the 95th

Congress.
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Mr. Chairman, we appreciate your continuing though frustrating

experiences in attempting to persuade the United States Congress and

the President of the need to amend the nPostal Reorganization Act of

19700 and make the U.S. Postal Service more responsive to the needs of

the American public, all users of the mail and in the best interest

of postal workers._ As you know we supported the bill, HR 7700 in the

95th Congress although, subsequent House and Senate Governmental Committee

amendments contributed substantially to no final Congressional action

in 1978.

In view of this experience, we can understand that a more modest

postal reform measure, HR 79 has been approved by the House of Representa-

tives and is being considered here today. Frankly, we like many others

would prefer to have additional provisions in the legislation reflecting

our special interests infli4.i iut-nmot-necessarily limited to sections

proposing:

(1) the right to negotiate "union security" in our labor agreement

with our employer, and

(2) providing by law that the U.S. Postal Service shall have a monopoly

not only on the processing and delivery of letter mail messages,

funds etc. by conventional means but also by electronic transmission

and by any other related telecommunication services.

(3) protection against indiscriminate, unilateral and/or ill-advised

closing of post offices and consolidations by the U.S. Postal Service,

and

(4) the same protection against proposed changes in level or type of ser-

vice to the American public by the U.S. Postal Service.
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The last two provisions were included in last year's bill, HR

7700.

However, in view of your firm position that interested persons

and organizations are requested to address themselves primarily to the

HR 79 proposed amendments to the PRA and of-the opinion that-these

other matters of significant interest to all concerned will be the

subjects of subsequent legislative hearings we are happy to cooperate

and our testimony will be primarily concerned with HR 79 as introduced

in the House of Representatives.

Mr. Chairman permit me to say that we recognize the need for

amending the PRA including most of the areas provided for in the pending

legislation. Any reservations or suggestions we may express are more

closely aligned with how to do it and the extent it should be done rather

than any substantive disagreement with your objectives as outlined in

HR 79. Having said that, we offer the following comments on the relavent

sections of the measure.

SECTION 4: Organization of Postal Service

At the present time the U.S. Postal Service has a Board of Governors

consisting of eleven members. Nine of them called uGovernors" are appointed

by the President. The nine then select the Postmaster General who becomes

the tenth member of the Board and the Governors and the Postmaster General

select the Deputy Postmaster General who also becomes a member of the

Board making up a total of eleven.

HR 7700 in the previous 95th Congress would-have made the PMG a

presidential appointee with a four-year term coinciding with that of

the President. The P4G would appoint the Deputy PMG. Also, the PMG

would have been given cos.-iderable additional authority over what
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he has now and the power of the Board of Governors was correspondingly

reduced. Mr. Chairman, we supported this proposal in your previous

bill.

HR 79, however, follows a somewhat different approach. The power

of the Postmaster General and the Deputy PIG apparently would considerably

reduced rather than .increased. Both the PIMG and the Deputy are removed

from the Board of Governors leaving a total of nine members of the Board.

The President continues to appoints the Governors but he is also required

to appoint a Chairman of the Board. Therefore, the Chairman becomes the

powerful figure. In addition, the legislation requires that at least

one member of the Board have experience in postal management and one

member have experience in postal labor, which we appreciate.

HR 79 would reduce the status of the PMG to a chief executive officer

only, with primary responsibilities related to administration and daily

operations" and the Chairman of the Board would become Chief Executive

Officer with regard to "determinations of all policies for postal

services". There would be a number of other related changes in the

existing PRA concerning the Board of Governors.

Mr. Chairman the American Postal Workers Union in 1978 supported

the changes proposed in HR 7700 in regard to both the Postmaster General

and the Board of Governors. It appears to us that the original proposed

realignment of the Postmaster General's authorities and responsibilities

would provide more centralized authority and responsibility in administering

and operating the U.S. Postal Service rather than the propose change in

Section 2 of HR 79.
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SECTION 3: Afpropriations And Annual R. rt

The Postal Reorganization Act when it became law in 1970 and

fully operative in 1971 authorized public service appropriations

in the amount $920 million a year which was approximately 10% of

the amounts appropriated for the old Post Office Department in

fiscal year 1971. Effective with fiscal year 1980 or October 1,

1979 there will be a 1% per year reduction in this amount of Aoney

for each fiscal year until FY 1984 when it will be reduced to 5%

and remain at that figure unless or until the Postmaster General

would request a different amount which it is my understanding

would have to be approved by the Congress of -t&fe United States.

Mr. Timothy May, General Counsel of the Parcel Shippers Associa-

tion in his testimony on March 6, 1979 presented a well documented

statement to this Committee pointing out among other things that

the original $920 million authorized payment for public service has

depreciated rapidly during the past eight years until now it would

require almost $1.6 billion to provide the same actual dollars for

operation of the U.S. Postal Service compared to the purchasing

power in 1970. The substantial reduction in public service appropri-

ationshas resulted from the tremendous increase in the cost-of-livnc,

and the devaluation of the American dollar during the past seven to

eight years.

We appreciate the increased appropriation authorization

proposed in HR 79 to authorize the $1.1 billion for fiscal year 1980,

$1.2 billion for FY 81 and $1.3 billion for FY 82. However, the

questions comes to mind if this increase is sufficient to maintain

the U.S. Postal Service in a financially sound opearting condition.
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Regardless, of the Postmaster General's press releases stating

that the first-quarter operations in fiscal year 79 (October -

December '78) resulted in a $400 million dollar surplus and for

the twelve months FY 79 period USPS expects a projected $180 million

surplus, it is difficult to believe that this is the actual

situation in v~ew of-the veil documented statements again by Mr.

May before this Committee in which he refers to projections of the

budget of the United States.

Therefore, Mr. Chairman and Members of the Committee it would

appear that additional consideration should be given as to the

final amount of public service authorizations to be provided in

HR 79 which should be revised upwards if at all possible.

SECTION 4s Phasing

We support the phasing of postal rates and the extension of

time for such phasing from 16 to 20 years for a non-profit

organizations and from 8 to 10 years for comerical rate. We

assume this section would include necessary appropriations

authorizations for "revenue foregone" to cover the cost of such

phasings and it would not be necessary to pay such cost out of

the public service appropriations.

SECTION 5: Postal Rate Commission Budgets

It is our opinion that the proposed grant of authority to the

Postal Rate Commission to prepare and submit to the President of the

United States its own budget is a policy matter for the Congress and

as suggested such a provision if enacted into law would give greater

independency to the PRC.

SECTION 6: Cost Attribution Study

It is our opinion that the Postal Rate Commission presently

has the authority to study attributable cost and all other aspects
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of postal rates and allegations of cost under the existing provi-

sions of the PtA. Frankly, this provision in HR 79 makes us un-

easy and uncomfortable because of potential implications which

could result on both the U.S. Postal Service and our postal worker

mobers. The direction such an attributable study would take
cannot now be predicted and therefore we suggest that this section

be deleted from the legislation.

SECTION 7: Size and Weight Limits

This section provides that the Postal Service may establish

size and weight limitations for mail matter in the same manner as

prescribed for changes in classification under Sub-Chapter II of

this Chapter. The Postal Reorganization Act at the present time

provides that parcels being mailed to and from a first-class post

office cannot exceed 84 inches in girth and length combined and

further, such parcels be limited to 40 pounds. Conversely, if

parcels are mailed from a post office that is not a first-class

office, then the maximum weight limitation is 70 pounds and the

size limitation is 100 inches in girth and length combined. -

Section 7 in this bill would authorize the Postal Service to

establish any size and weight limitations deemed appropriate and

Mr. Chairman, it is our opinion either &'- size and weight

limitations for USPS parcel post should be removed or at the

very least, such limitations should be appxLe4. equally to all post

of fices using the 70 lbs. and 100 inches in '4 rt We would prefer not tb give

the U.S. Postal Service discretion in this area.

SECTION 8: Rates For Books, Films And Other Materials

This provision is similar to the original Bill HR 7700 in that

it would expand the list of items that can be mailed at the library

rate. It would provide a lower rate for educational material,
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catalogs of books and certain teaching aids. Since it is our

opinion that this is a question more appropriately addressed by

this Comittee and by Congress for policy determinations, we have

no position on this section.

SNCTION 9s ffect On Collective Bargaining Agreements

Mr. Chairman and Members of the Committee we particularly

appreciate this section being included in HR 79 as it was In its

predecessor Bill HR 7700. Naturally, we are always on the alert

-and particularly concerned with maintaining the Collective

Bargaining Rights which were enacted in the 1978 Postal Reorganiza-

tion Act not only the right to negotiate but also assurances that

that the U.S. Postal Service will be required to honor and pay

for any and all provisions of a negotiated labor agreement.

It is important also to have Sub-Section (3) which states

wany obligations entered into by the Postal Service at any

future Collective Bargaining Agreements' shall not be compromised

or in any way diluted by this legislation.

In conclusion Mr. Chairman, we understand that some of the more

controversial amendments which were adopted on the floor of the

U.S. House of Representatives prior to approving HR 7700 last year

are not expected to bc (or perhaps, I should say hoped not to be)

a matter of controversy either within the Committee or on the floor

of the House this time around. However, we recognize that it is

almost impossible to predict what fate any legislative measure will

eventually have in the House of Representative or the United States

Senate.

As a result Mr. Chairman, we shall be ountantly on the alert

for any amendments which could hurt or cripple the U.S. Postal

Service and particularly the well-being of our postal workers.
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If this should occur, the American Postal Workers Union Vill

necessarily have to take whatever action necessary concerning

any such unacceptable provisions as the legislation is considered

by the Congress.

Thank you Mr. Chairman and Membera of the Comittee for

giving us this opportunity to present the views of the American

Postal Workers Union. If there are any questions, we shall be

very happy to respond and shAll look forward to working with the

Members of the Committee and the staff in reeking enactment of

an acceptable Postal Reform Measure during this First Session of

the 96th Congress.

PJN/wp
OpeLu#2
afl-cio
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Mr. AwiD zwS. I will then comment briefly on each measure as I
understand we have been requested to hold our oral presentation to 5
minutes I am happy to cooperate with the committee in this regard to
expedite these hearings and hopefully result in an early and favorable
report on both measures.

First, in regard to H.R. 826, I have submitted a separate new and
well-documented statement in support of this long-overdue legisla-
tion which, I am confident, the members and staff of this committee
will find overwhelmingly convincing and persuasive of the absolute
need to place the U.S. Postal Service under all provisions of the OSHA
Act. This statement referred to is completely different from the state-
ment presented originally on June 6,1979, to the House Post Office and
Civil Service Subcommittee on Postal Personnel and Modernization
in support of H.R. 826.

I do suggest, however, Mr. Chairman and other members of the com-
mittee and staff, that our June 6, 1979, House statement also be re-
viewed in support. of the pending USPS OSHA legislation. Copies of
this statement have been presented to the staff.

[The statement follows:]
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A4ft"tIm r~wW Workeno Utmm, IAJA-QM
B17 14,.. 8TRECT. N. W., WANINMNaN. B. 0. 20005

STATEMENT OF THE
AMERICAN POSTAL WORKERS UNION (AFL-CIO)

CONCERNING HR 026 BEFORE THE
SUBCOOITTEB ON POSTAL PERSONNEL & MODERNIZATION

COMMITTEE ON POST OFFICE & CIVIL SERVICE
U. S. ,OUSE OF REPRESENTATIVES

June 6, 1979

Mr. Chairman and Members of the Committee:

For the record, I am Ezuet Andrews, General President of the

American Postal Workers Union, AFL-CIO accompanied by National

Legislative Director Patrick J. Nilan, Legislative Aide Edward L.

Bowley and National Representative Gerald F. Fabian.

We speak in behalf of more tha. 300,000 postal employees for

whom we are the Exclusive National Representative for labor-management

relations and collective bargaining with the U.S. Postal Service. Our

membership is employed in post offices in all 50 states, the District

of Columbia, Puerto Rico, Virgin Islands and Guam.

The American Postal Workers Union is an industrial union repre-

senting clerks, maintenance and motor vehicle employees, special

delivery messengers and employees at USPS mail depositories, postal

data centers and the mail equipment shop.

We appreciate this opportunity to present the views of our labor

union concerning HR 826 which provides that the *United States Postal

Service shall be subject to certain provisions of the Occupational

Safety and Health Act of 1970".

- We are grateful to you Mr. Chairman for scheduling these hearings

and also to Congressman Charles H. Wilson for sponsoring HR 826 to

bring the U.S. Postal Service completely under OSHA.

(over)
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The officers and members of our union have a continuing and

special concern with safety and health conditions in postal instal-

lations throughout the country. Such conditions are particularly

significant to APWU because of the tremendous I:.crease in automation

and mechanization ofmail processing during recent years. The result

of which have postal workers within our bargaining units being thej

most exposed of all employees to related safety and health conditions

and problems.

It is our considered judgement that the U.S. Postal Service must

be placed under all provisions of the "Occupational Safety and Health Act

of 10700 (29 U.S.C. 651, et. seq.). It is our opinion that since the

USPS maintains itself as a quasi-independent government agency that

it should be treated for purposes of its employees safety and health

in the same manner as private industry is required under the OSHA law.

Myself and my colleagues come before this Committee today to explain

many reasons why our membership should be placed under OSHA by law as

well as providing you with some examples of the safety and health prob-

lems which confront postal employees daily and far to Many postal

installations throughout the country.

Statistical data for Federal Employees Compensation Act supplied by

the U.S. Department of Labor, Employment Standard Adminstration for

CY-1975-1976-1977 reveal that the United States Postal Service continues

year after year to rack up an impressive percentage of injuries. -A re-

view of the statistical information shows that the USPS incurred the

following percentage of injuries to all federal agencies combined.

1975: 76,246+ accidents

450 of all injuries
17.20 of all fatalities

1976: 93,957 accidents
46.21 of all injuries

19% of all fatalities
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1977: 90,358 accidents'
44.5% of all injuries
16.2% of all fatalities

It is obvious from the atrocious safety record indicated above

that the U.S. Postal Service inspire of platitude and lip service

to reduce work related injuries and improve its safety record have

managed in three years to only reduce their percentage of accidents

reported from 45% to its lowest point of 44.5% - or a grand total of

.5% reduction. It is important to note these figures reflect only

those accidents which were recorded on official OWCP forms. Thus, it

is conceivable that many injuries may have also occurred for which

CA-i's and CA-2's were not filed. Even though the U.S. Postal Service

and postal workers are currently covered under Section 19 of the OSHA

law which provides minimal coverage to federal agencies, the following

obvious weaknesses continue to exist:

(1) The USPS continues to refuse access to postal facilities by OSHA

inspectors. This action only serves to assure postal management

that they alone will control the policing and enforcement of safety

standards promulgated by the Act.

(2) Since each government agency establishes its own policy on in-

spections, the USPS inspection procedure provides that the in-

stallation be given reasonable advance notice of the inspection.

As has been conclusively demonstrated over and over again in the

private sector with OSHA inspectors, unannounced inspections of

safety and health conditions are the key to proper enforcement

of OSHA standards. Unfortunately, under the present system, postal

management upon notification of a forthcoming safety inspection has

more than adequate time to clean up (temporarily) numerous violations.

The same violations which continue unabated year after year except

(over)
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during such routine inspections when permitted.

(3) Industrial hygiene insp~ctiona are non-existent in the U.S. Postal

Service and while we cannot state as a absolute fact, it is our

opinion that USPS does not even have an industrial hygienist

"on board". None of our regional officers are aware of any and

with the amount of potential dangers which workers are exposed to

from fumes, chemicals and dust, it appears almost inconceivable

that an employer such as the U.S. Postal Service with over 600,000

employees could and would be so lax in not having a staff of

trained industiral hygienists.

We have requested some of our local unions to examine the

methodology and procedures used by the USPS in the training,

handling and labeling of chemicals. In almost every case we have

been advised that no formal training period exits concerning the

handling and use of such chemicals. Further, that mos . chemicals

were poorly labeled, especially in relationship to hazards for those

persons using them due to exposure to either the fumes or the liquid

coming in contact with the body.

Additionally, we requested that the local unions request copies

of NMaterial Safety Data Sheet". Again in most cases they were

not immediately available and had to be secured from the companies

manfacturing the respective chemicals. How is a worker protected

in such instances without strict enforcement of safety standards

and training?

As an example of this problem with chemicals, the USPS in 1977

at the Detroit Bulk Mail Center used several chemicals for cleaning

and finishing floors. One of these chemicals, Tennant Corp. #420

Urethone Finish was used improperly because there was no prior or

proper training or personal protective equipment.

66-919 0 - 80 - 8
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As a result, several postal workers became ill and were sent

home. Subsequently, when the local union steward took action

to stop the use of such product and exposure to postal workers

he was issued a notice of proposed removal by the U.S. Postal

Service.

Fortunately, after a hell of a big ruckus was raised by the

union and after the employees were exposed and became ill, postal

management issued a belated order to cease using the product.

A further example of the need for USPS coverage under OSHA

can be cited at the former Biscayne Annex Postal Facility, Miami,

Florida. Laboratory tests were conduted in 1975 and 1976 at this

facility due to worker complaints of asbestos fibers being present

and in the air in the work areas. Asbestos is a well known

carcinogen and evidence continues to mount demonstrating that

exposure is sufficient to cause or eventually cause cancer:

Test Results:

"The absestos results conform to present

but not to proposed OSHA standards."

'Asbestos results do not conform to

present standards and the total dust is

high."

"Asbestos content is borderline to present

standards... does not conform to future

standards and the total dust content is

excessive."

SUMMARY OF TESTS

'An asbestos fibre content exists in excess of present or

proposed standards with respect to the 2nd floor of the subject

building. Total dust in the area ol shake out and conveyer line

(over)



109

in excessive to good dust control and carries an immediate

potential of health hazard."

What happened as a result of this study? Eventually -

almost two years later the U.S. Postal Service built and

occupied a new facility in Miami. What happened to those employees

who were exposed to the asbestos? Has the USPS followed OSHA policy

by providing annual and termination of employment medical examina-

tions as required under OSHA to those employees in the private

sector who may have been similar exposed? NOI

Tragically, the U.S. Postal Service continues to claim that

really was no problem at all and that no safety and health conditions

or violation occurred. If USPS had been under OSHA as in the

private sector then we could have brought in an OSHA personnel

and this asbestos issue could have received proper attention and

the employees received proper protection.

It is just one more example of the old philosophy - "If it

costs money and doesn't increase production - Forget it'.

(4) The U.S. Department of Labor, Occupational Safety and Health

Adminstration, has absolutely no power whatsoever to require the

U.S. Postal Service to-enforce any safety or health standards.

This results in the USPS being their own police force with respect

to OSHA violations. One only needs to review their respective

accident and fatalitie rate as reported earlier in this statement

to see the results of "self-policing" by USPS.

(5) The question must also be raised, *What about abatement of hazards

found during the course of safety inspections by USPS officials

at the present time. Who determines the length of abatement?

Management? What can the postal worker do if he or she disagrees

with the abatement; little, if anything! If, OSHA inspectors how-
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ever, could set abatement dates for violations and if OSHA could

fine the USPS for failure to correct such violations then perhaps

USPS would Oget off their big fat apathy" and make a sincere effort

to improve working conditions and protect the health and safety

of all postal workers.

Obviously, at the heart and soul of the 1970 OSHA act lay the penalty

provisions assessed to the employers for violations of OSHA standards.

Many articles have been written concerning OSHA regulations and their

impact on employers. It is interesting to note that almost without

exception corporations state that they were induced to improve their

safety programs because of their concern over possible shut-down of

unsafe equipment and potential impact of financial fines against their

company. Most felt that in the long run they were better off to engage

in preventive safety programs so as to avoid citation.

However, if a postal employee is hurt--he is hurt just as much as

his counterpart in the private sector. If a worker loses a leg, an eye,

or a hand, is he any less hurt because he works for the United States

Postal Service and not United States Steel?

In fact, the government--and Congress in particular ought to have

a special responsibility in protecting the health and safety of its

employees. After all, the Postal Service is working for the public--for

Congress and for the constituents of Congress. To deny these public ser-

vants the same protections of their health and their safety to which

their fellow citizens are entitled is to work a great disservice.

This disservice is paid for in more than just dollars or legal

verbiage. It is paid for in accidents, disability and death--real

accidents, real disabilities, which are suffered by real people.

(over)
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However, let us look at what inducement the U.S. Postal Service

has to shut down, replace or repair equipment -- the answer is none

The USPS can without fear of a fine or closure of a installation

continue to operate facilities with numerous Violations of OSHA

standards. One has only to look at the 70-million-dollar fiasco of

the USPS Morgan Station Mail Facility in New York City which clearly

demonstrates the considerable number of unsafe and unhealthy condi-

tions in a postal installation which was restructured without any

OSHA inspection or apparently even without an awareness of minimal

OSHA standards.

We want to personally express our appreciation to Chairman

Bill Clay and his staff as well as Congressman Charles Wilson and

his staff for their great efforts and diligence in forcing the USPS

to correct numerous serious and potentially fatal violations which

existed at the Morgan Station installation prior to it being re-

opened for postal operations.

Let us digress for a moment and take a look at how the U.S.

Postal Service applies *double standard" rules by requiring

postal workers to comply with safety and health rules but does not

comply itself by providing safe and healthy working conditions and

environments.

On one hand, under the present Section 19 OSHA provisions,

the USPS refuses to allow OSHA inspections if they so desire and

unfortunately can not be cited or fined or have enforceable abate-

ment dates established or conformed to.

On the other hand the USPS does not instruct its employees to

"do as I dosbut 'do as I say" for failure to comply with the incon-

sistent work location safety rules and regulations. Postal management
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does not hesitate to severely discipline postal workers who may

deviate (or may not deviate) from such rules by suspending them

from their jobs. In effect, a postal worker suspended without pay

is being finedu by the USPS employer and can suffer a substantial

loss of wages.

So the "double standard" and lip service of USPS clearly

demonstrates that it does not hesitate to fine its own employees

by suspending them from a paid work status for alleged violations

of rules and procedures. On the other side of the coin unfortunately,

the U.S. Postal Service is not and can not be subject to any fines

or penalties for safety and health violations.

Without OSHA inspections of postal installations with the

accompanying authority to fine a postal official or close down an

installation or operation and without specific established dates

for abatement of violations, we have no recourse but to recognize

that postal workers and their unions have nothing but a "paper tiger*

for policing the second largest employer in the United States.

Until the day comes (and it must come soon) when the U.S. Postal

Service is required to conform with the same safety and health

standards as privare sector businesses and corporations, the USPS

will continue to muddle along on abarebones budget for safety and

600,000 postal employees will continue to be exposed to needless and

potential safety and health hazards.

Mr. Chairman and Members of the Committee, we believe the time

has long past when postal workers should be afforded the same rights

under OSHA as their brothers and sisters in private sector employment

receive. It's time for the Congress and postal workers to dispense

with the charade of Section 19 of OSHA which is a voluntary

(over)
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and advisory program proven to be worth little more than the paper

upon which it is printed. We appeal to you Mr. Chairman and Members

of the Committee to move quickly and take affirmative action through

approval of H.R. 826 in order to provide postal workers with safe

and healthy conditions in which to work.

Mr. Chairman, let us not permit the U.S. Postal Service to con-

tinue treating its employees as 'second-class citizens* particularly

where their lives, personal safety and health are concerned. It

should be self-evident that one of the largest employers in the

United States today -- with an accident and injury rate of over

90,000 -- shall no longer be permitted with impunity to place itself

outside and beyond the policing, enforcement and abatement requirements

of the Williams-Steigers Occupational Safety and Health Act of 1970.

We urge this Committee and Congress to act forthrightly and approve

H.R. 826 which we believe will accomplish an important milestone

for postal workers.

Thank you Mr. Chairman and Members of the Committee. We will

be happy to respond to any questions you may have concerning our

statement and cooperate with you in every way possible to assist

in having the pending legislation enacted into law.

PJN/wwp
opeiu#2
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Mr. ANwREws. The new H.R. 826 support statement which I refer to
concentrates on the unbelievable and atrocious safety and health record
of the U.S. Postal Service; it's lack of any meaningful or effective
safety and health programs; the untimely and tragic death of postal
worker, Michael McDermott, at the USPS New York Foreign and
Bulk Mail Center in Jersey City, N.J., which, in our opinion, would
have been prevented if USPS was under the OSHA Act and comply-
ing with its provisions; and finally, an analysis of this fatal accident
including probable cause and responsibility determinations by the De-
partment of Labor OSHA inspectors. We believe you will be con-
vinced of the absolute need of an enactment of H.R. 826 with a crim-
inal penalty amendment.

At this point, Mr. Chairman, I would refer you and the committee
to a copy of H.R. 6913 as introduced in the House of Representatives
on March 25, 1980, by Congressman William Clay. I have provided
the staff with copies of the bill and also Mr. Clay's statement in sup-
port thereof.

This legislation would provide for the right of employees of the
Postal Service to a safe working environment, and we request the
provisions of H.R. 6193 and the statement of Mr. Clay be included
in the record as part of this presentation.

Senator GLENN. It will be included.
[Copy of H.R. 6193 and supporting statement of Representative

Clay folow:]
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CLAM026

INTRODUCED BY: REP. 'WILLIAH CLAY (D-lO)

96TH CONGRESS
2D SESSION

ON IIARCH 25, 1M0

H. R. 6913

IN THE HOUSE OF REPRESENTATIVES

Mr. CLAY introduced the following bill; which was referred to
the Committee on POST OFFICE AND CIVIL.SERMJCE

A BILL

To amend title 39 of the United States Code to provide for the
right of employees of the Postal Service to a saf. working
environment, and for other purposes.

1 Be it enacted by the Senate and House of Representatives

2 of the United States of America in Congress assembled,
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1 That section 1209 of title 39, United States Code, is

2 amended by adding at the end thereof the following new

3 subsection:

4 "'(d)(1) Notwithstanding any other provision of law, the

5 quitting of labor by any employee of the Postal Service in

6 good faith because of abnormally dangerous conditions for

7 work at the place of employment of such employee shall not

8 be considered a strike for purposes of this title, section

9 7311 of title 5, and subcharter 11 of chapter 7 of title 29.

10 ''(2)(A) An officer or enoloyee of the Postal Service

11 may not directly or indirectly--

12 ''(i) subject any other employee of the Postal

13 Service to an adverse action; or

14 ''(ii) intimidate, threaten, or coerce, or attempt

15 to intimidate, threaten, or coerce, any other employee

16 of the Postal Service;

17 for the purpose of interfering with such other employee's

18 rights under paragraph (1) of this subsection.

19 ''(B) For the purpose of this paragraph, 'intimidate,

20 threaten, or coerce' includes, but is not limited to,

21 promising to confer or conferring any benefit (such as

22 appointment, promotion, or compensation), or effecting or

23 threatening to effect any reprisal (such as deprivation of

24 appointment, promotion, or compensation).'.
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EXTENSION OF REMARKS

POSTAL EMPLOYEES' RIGHT TO SAFETY BILL

MR. CLAY (MISSOURI)

Mr. Speaker, today I introduced a bill which establishes

the right of a postal employee to choose not to perform an

assigned task if he or she has a reasonable belief that the

workplace condition is abnormally dangerous. The bill further

prohibits postal officials from discharging or otherwit- discrim-

inating against an employee who exercises the rights afforded

by this legislation.

in effect, the bill makes applicable to the Postal Service

the provision of the National Labor Relations Act (29 U.S.C. 143)

which provides that the quitting of work under such circumstances

in the private sector shall not be considered a strike. The bill

further codifies and makes applicable to the Postal Service the

recent decision of the U.S. Supreme Court (Whirlpool Corporation

v. Marshall, decided February 26, 1980). That decision supported

the right of the Secretary of Labor to issue such a regualtion

and determined that the regulation conformed to the objective of

preventing occupational death and serious injuries.

On October 22, 1979, the House of Representatives approved

related legislation, H.R. 826. That bill authorized the

Occupational Safety and Health Administration to conduct unannounced

inspections of postal facilities and to impose civil penalties

for violations of federal safety and health laws. That bill,

now under consideration by the Senate, subjected the Postal
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Service to the same safety and health standard as the private

employees. My bill further eliminates differential standards of

health and safety between private employers and the Postal

Service.

Since House approval of H.R. 826, the Subcomittee on Postal

Personnel and Modernization has conducted extensive oversight

hearings and on-site investigations of the safety and health

program in the Postal Service. That program is deficient in

several major respects. In addition, a recent accidental fatality

in the New York Bulk and Foreign Mail Center was a direct result
-of numerous serious safety defects which were disregarded by

postal management. Two weeks ago, in Bellmawr, N.J., postal

employees were allegedly refused permission by postal management

to vacate a burning postal facility. In Miami, Florida, the

Postal Service has been sluggish in taking action to examine

former employees who since 1957, were -exposed to excessive levels

of cancer-producing asbestos fibers in the atmosphere.

The Postmaster General, who recently appeared before the

Subcommittee only under threat of a subpoena, was unconvincing in

his efforts to convince the members that he was serious about

taking immediate action to correct these unsafe conditions. He

did support the provisions embodied in this legislation.

I want to make it clear that enactment of this bill would

not authorize employees to conduct "strike with pay" over unsafe

working conditions; nor would it permit malingering.

6. : / z11 P. 0 r 411
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STATEMENT OF HONORABLE WILLIAM L. CLAY

BEFORE THE

SUBCOMMITTEE ON ENERGY, NUCLEAR PROLIFERATION AND

FEDERAL SERVICES OF THE

SENATE COMMITTEE ON GOVERNMENTAL AFFAIRS

April 15, 1980

Mr. Chairman, I appreciate this opportunity to express my
strong support for prompt Senate approval of H.R. 826. Thia
bill, when enacted, will authorize the Occupational Safety and
Health Administration (OSHA) to conduct unannounced inspections
and surveys of postal facilities and to impose sanctions for
violations of federal safety and health laws. The purpose of
this legislation is to reduce the frequency of job-related injuries,
accidents, and illnesses by postal employees and to motivate the
Postal Service to provide a safer and healthier work environment.

H.R. 826 was introduced in the House of Representatives by
my distinguished colleague, Congressman Charles H. Wilson of
California, and was referred to the Subcommittee on Postal
Personnel and Modernization, which I am privileged to chair, of
the Committee on Post Office and Civil Service. The bill was
approved by the House of Representatives, under suspension of its
rules, on October 22, 1979.

The first section of H.R. 826 would amend section 410(b)(7)
of title 39 of the United States Code. The existing section
410 (b)(7) provides that the Postal Service shall be subject only
to section 19 of the Occupational Safety and Health Act of 1970
(29 U.S.C. 668), which sets forth the requirements of federal
agencies' safety and health programs. The amended section 410(b)(7)
would subject the Postal Service to all provisions of the
Occupational Safety and Health of 1970 (and any future amendments
to the Act), except section 19 and section 17(e) (the Act's
criminal penalty provision).

The effect of the amendment would be to remove the Postal
Service from the federal agency safety and health program and
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place the USPS under the provisions of the Occupational Safety
and Health Act which apply to private sector employers. The
Postal Service would thus be subject to the same OSHA inspec-
tions, investigations, recordkeeping requirements, and sanctions
(except criminal penalties) as are private employers.

Section 2 of the bill would amend section 410 of title 39
of the United States Code by inserting a new subsection (d)
which would provide that, for purposes of section 410(b) of
title 39 of the United States Code (as amended by the first
section of this bill), and for purposes of the Occupational
Safety and Health Act of 1970, the Postal Service shall be
considered a 'person" and an *employer".

Under existing law, representatives of OSHA may inspect
postal facilities only upon the invitation of the Postal Service.
The Postal Reorganization Act of 1970 requires the Postmaster
General to maintain an effective safety and health program.
However, an intensive year-long investigation by my Subcommittee
revealed the sad fact that the Postal Service has failed to
meet this requirement. We conducted on-site inspections, over-
sight hearings, and a review of postal documents. We learned
that;

' Despite its mandate, the Postal Service is the second
largest employer in the United states but has the highest accident
and injury rate of all federal agencies.

' During fiscal year 1977, the rate of lost workday
injuries and illnesses within tho Postal Service exceeded that
rate within the federal government by almost 150 percent.

* 55 percent of all loot workdays due to accidents and
injuries in the federal government were attributable to the
Postal Service.

The Subcommittee was also distressed to find that the
Postal Service has established a pattern of disregarding,
neglecting, and minimizing allegations of unsafe working conditions.
We visited Miami, Florida and learned that at the former Biscayne
postal facility, the Postal Service disrQgarded employees'
allegations of cancer-producing asbestos fibers in work areas.
We visited New York and learned that at the Morgan Postal Facility,
the Postal Service neglected allegations of unsafe conditions
which were eventually rectified only after I personally arranged
for an OSHA inspection. Throughout postal facilities, postal
inspectors, who are responsible for preserving the sanctity of
the mail, are subjected to unsafe conditions in their work areas.
These hazards are minimized by the USPS.

The House of Representatives, in approving H.R. 826,
endorsed my view that, because OSHA representatives may inspect
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postal facilities only upon the invitation of the Postal Service,
the Postal Service is not motivated to improve safety and
health conditions. Private employers, however, are subject not
only to unannounced safety and health nspections and surveys
but sanctions by OSHA. Enactment of H.R. &26 would therefore
subject the Postal Service to the same 5tandarJs as private
sector employers and motivate them to provide a safer and
healthier work environment for its employees.

In June 1979, the Departmeht of Labor evaluated the safety
and health program of the Postal Service. That report, which
is already available to your Subcommittee, stated in part,

"...The passage of the (postal reform) legislation did not
achieve the desired results...the USPS safety and health
program has deteriorated in both size and strength..."
"...USPS reporting procedures leave management without
current causal information."

The deplorable safety and health policies and practices
within the Postal Service were dramatically brought to public
attention when, on December 15, 1979, a postal employee, Michael
McDermott, was accidentally killed when he became entai.qled in
an extendible conveyor at theNew York Bulk and Foreign Mail
Center (NYF&BMC) in Jersey City, NJ.

After public hearings were scheduled in Jersey City, the
Postal Service asked the Department of Labor to conduct safety
inspections at each of the 21 Bulk Mail Centers. Significantly,
however, the recommendation of both Congressman Benjamin A. Gilman
and myself, that no extendible conveyor be operated at that
facility until it was certified safe, was not accepted by the
USPS because to do so might make it difficult for them to move
the mail.

In the hearings which followed, sworn testimony before my
Subcommittee revealed that:

* According to OSHA, employee safety does not have the
full support and commitment of top management at the Postal
Service.

* In order to increase productivity, emergency safety
switches were disconnected and safety guards were removed by
postal employees.

* The accident investigators shared my conclusion that
the Postal Service places the safety of its employees secondary
to its efforts to move the mail with dispatch.

* OSHA attributed Mr. McDermott's death to twelve serious
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safety hazards. Contributing factors were a pervasive attitude
of moving the mail at all costs, disrespect and abuse of equip-
ment, a pervasive lack of preventive maintenance and equipment,
and an organizational structure in which safety officials are
ineffective in getting remedial action for safety violations.

* If the Postal Service were a private employer, the
situation would be referred to the Department of Justice for
consideration of charges of willful neglect of employee safety.

* Numerous safety inspections which identified unsafe
conditions were disregarded by postal management and postal
managers were not disciplined for disobeying postal safety
policies.

The Deputy Secretary of Labor for OSHA, Basil Whiting,
testified under oath that nearly 95% of postal employees are
exposed to safety hazards greater than office workers; each year
about 15 postal employees die in work-related accidents; as of
June 1979, the 420 full-time postal safety officials spent about
half their time processing workmen's compensation claims.

A June 1979 audit of the NYB&FMC by the Postal Inspection
Service reported that, "...thVeemphasis on safety is frequently
disregarded in favor of completing the mail processing mission."

There is an understandable tendency for concerned persons
to ask, "Who killed Michael McDermott", and to focus on resigna-
tions, reassignments, personalities, and conflicting institutional
interests. Perhaps if safety hazards at the NYB&FVC were unique,
we could afford that luxury. But such preoccupations are
shortsighted. Tragic as it may be, those conditions are not
unique.

My Subcommittee has ample documentation that unsafe
conditions exist throughout the Postal Service. They are a matter
of public record and are available for your review. The "blame"
for these unsafe conditions - if one must place "blame" - rests
with an institution which responds to the imperative of safety
only in .a crisis. Our Subcommittee files are filled with reports
of on-site inspections, employee complaints, and internal postal
documents which show that in the USPS employee safety is secondary
to mail processing.

H.R. 826 will help correct these deficiencies. H.R. 826
will motivate the USPS to obey our nation's laws.

Incidentally, Mr. Chairman, if the Postal Service were
more cooperative with the oversight efforts of this Subcommittee,
our task would have been facilitated considerably. Instead,
the Postal Service comes forth with information only when pressed
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to do so. Usually on those occasions, the Subci mmttee Is given
the barest of information. Many of these responses can charitably
be described as paternalism in its rankest form.

While the number of postal employees is declining, the
cost of injuries and the number of lost workdays are increasing.
Over 880,000 workdays were lost last year because of accidents
and injuries.

Aside from its moral implications, we also know that unsafe
working conditions cost money. Last year, they cost the UaPS
ovei $165 million .... money which could be used to increase the
efficiency of mail delivery.

The draft Executive Order which is being circulated among
interested parties is not at all acceptable in terms of motivating
the Postal Service to comply with the Postal Reorganization Act
of 1970. That Order would only authorize OSHA to conduct
unannounced inspections and surveys at the invitation of employees
or their representatives. it implicitly places the burden of
safety upon the victim - the postal employee. I frankly don't
think that that Makes any kind of sense. In addition, the draft
Executive rder contains no provision for the imposition of
sanctions upon violators of the law. Thus offending agencies
are not motivated to comply with laws which already apply to
private employers.

Let me now turn to the issue of sanctions .... the imposition
of civil penalties upon the Postal Service for violating federal
safety and health laws. The disastrous state of postal safety

,programs convinces me that without some form of enforcement -
sanctions - postal employees will never have a safe work
environment. indeed, given the circumstances of Michael
McDermott's unnecessary death, I can say with certainty, that
were H.R. 826 the law of our land, Michael McDermott would be
alive today

Some have minimized the significance of imposing fines
upon the USPS as merely transferring funds between Governmental
agencies. If the USPS was like other Governmental agencies,
there might be some validity to that point of view. But the
Postal Service is different from other Governmental agencies in
that it derives most of its revenue from operational services.
Thus, Mr. Chairman, the imposition of civil penalties upon the
USPS would be felt where it hurts most - in its pocketbook.

Private employers who repeatedly and flagrantly violate
federal safety and health laws, are subject to monetary sanctions.
Their management is held accountable by their stockholders.
Why should the Postal Service be treated any differently.

66-919 0 - 80 - 9
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There are those who ask, "Why should the Postal consumer
have to pay for violations of federal safety laws by the USPS?
Wall, the fact of the matter is that they already are paying
for thise violations - to the tune of over $165 million annually
in vorkinen's compensation costs. Enactment of H.R. 826 will
help reduce those costs which are being borne by the public.

The imposition of civil penalties upon the USPS would also
'be a means by which responsible postal managers are held
accountable for violations of federal safety and health laws.
As I stated earlier, my Subcommittee has found no evidence that
postal managers who violate postal safety policies and federal
statutes are disciplined.

Criminal sanctions were considered and rejected in the
drafting of H.R. 826 because the severity of those penalties
might make adjudicatory authorities reluctant to impose them.
In addition, I also would be reluctant to see the Department of
Justice become involved in safety and health issues.

Therefore, Mr. Chairman, enactment of H.R. 826 - with
reasonable civil penalties for repeated and flagrant violations
of existing federal safety and health laws, is not simply a
moral imperative. It is an economic imperative. It will save
money for the American public as well as save lives of its
postal employees. It makes good business sense.

H.R. 826 is a moderate piece of legislation. It is fair.
It is a balanced approach to a serious national problem. Its
need has been amply documented. Its sanctions - without which
this bill would be virtually meaningless - have been carefully
considered.

H.R. 826 is in the public interest. Its enactment is
already long overdue.

I hope that the Senate will approve H.R. 826, as it passed
the House of Representatives, without delay.
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Mr. AwDniws. We will also requ'ist the committee to consider favor-
ably and include in the language an amendment to H.R. 826 or the
section of the chairman's bill which places the U.S. Postal Service
under the OSHA law. i

In regard to H.R. 79, the postal reform measure, my union endorsed
the legislation as reported by the House Post Office and Civil Serice
Committee. Even though the House of Representatives did make a
number of changes in the reported bill prior to its overwhelming 350
to 14 approval, we can support the legislation as pending before the
committee

In view of the recent recommendation by the respective Budget
Committees of the House and Senate to reduce USPS public service
and revenue foregone appropriations by $836 million in the House
and $583 million in the Senate with the proposed disastrous reduction
of 6-day mail delivery to 5 days a week, we cannot urge this committee
too strongly to retain all provisions of section 4 of H.R. 79, which
would increase public service funding of USPS and retain 6-day mail
delivery.

The President, in his most recent revised budget for fiscal year 1981,
proposed a reduction of $250 million in USPS appropriations, but
did not recommend any reduction in 6-day mail delivery. Even this
proposal, in our opinion, would create chaotic postal service and em-
ployee problems. The American Postal Workers Union opposes all
reductions in USPS appropriations and requests that this committee
favorably report H.R. 79 with section 4 intact and an amendment
guaranteeing retention of 6-day mail delivery, protection of continued
mail service by smaller post offices, and all other services presently
available to the American public, as a minimum.

In conclusion, Mr. Chairman, we understand that you may be in-
troducing legislation incorporating postal reorganization funding and
placing the IUSPS under the Occupational Safety and Health Act.
Regretfully, a copy of the bill was not available as the deadline to
complete this summary and other statements we have requested be
included in the hearing record. Assuming you do introduce such a
bill, we will be happy to submit an additional statement concerning
it as an addendum to our position statement.

Thank you, Mr. Chairman and members of the committee, for this
opportunity to present these views of the American Postal Workers
Union on H.R. 826 and H.R. 79.

Senator GLiN. Thank you Mr. Andrews. Mr. Dean King, presi-
dent of the National Rural Letter Carriers Association. Mr. King?

Mr. Knee. Thank you, Mr. Chairman.
My name is Dean King and I am president of the National Rural

Letter Carriers' Association. Our organization, which has more than
61,000 dues-paying members, represents the interests of the rural
letter carrier craft within the 'U.S. Postal Service. I am pleased to
have this opportunity to present our views about the postal reform
legislation, H.R. 79 and H.R. 826, pending before this subcommittee.

You will find, as an addendum to the remarks I am making before
you today, additional testimony which amplifies our position on both
pieces of legislation being considered by the subcommittee.

Our support for both these bills is as complete, as unwavering today
as it was when they were originally approved by the House of Repre-
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sentatives. However, the recent recommendations of the House and
Senate Budget Committees to severely reduce annual public service
appropriations to the U.S. Postal Service and eliminate Saturday
mail delivery compel me to address these bills within the context of
these recent budget developments

I ask that our additional statement, marked addendum, be included
in the permanent record as part of our presentation.

Senator GLiNN. It will be included into the record at the conclusion
of your testimony.

Mr. KING. We strongly oppose the recent recommendations of both
Budget Committees of the Congress. Though the public service sub-
sidy reduction levels vary between the two committee reports, they
both effect the same results: a serious reduction in public service pro-
grams and the elimination of Saturday mail delivery. We recognize
that the ultimate decision about the program cuts will be made by the
Postmaster General, but his decision surely will reflect congressional
action on these budget proposals.

We believe that the elimination or reduction of essential public
services, like Saturday's delivery, is not in the public interest and is
at odds with the economies that the Congress hopes to achieve in the
areas of energy conservation and administrative efficiency. Let us
explain why. k

Some 56 million persons live in rural America. The Nation's rural
letter carriers serve approximately 13.8 million households and busi-
nesses, offering not just mail delivery service, but also many of the
diverse functions assigned post offices. In 1979, rural carriers drove
some 2.2 million miles per day and delivered approximately 18 percent
of the Nation's total mail volume. As you know, rural carriers operate
as a post office on wheels, providing the rural customer with the very
same service that he would receive if he went to a post office.

In so doing, we provided essential services and promoted energy
conservation alternatives that would otherwise have been unavailable
to patrons living in sparsely populated areas.

Most rural residents are dependent upon rural carriers for daily de-
livery of everything from magazines, parcels, and letters to local news-
papers. Time-sensitive financial mail, like social security checks, are
expeditiously delivered 6 days a week to rural customers who would
otherwise have to seek these services out on their own.

From an energy conservation standpoint, then, loss of Saturday
delivery replaces a rural carrier providing services to hundreds of
families, with a hodgepodge of customers trying to replicate those
services on their own, all the time using much-needed gasoline in an
inefficient, duplicative way.

Elimination of Saturday delivery will only excerbate rather than
improve personnel costs. Overall mail volume will remain the same
even if Saturday delivery is curtailed. Its elimination merely places
an additional burden on carriers for casing and delivery. Doubtless
this will impede mail delivery well into the following week and necessi-
tate significant overtime payments--hardly a viable means of reduc-
ing Federal personnel costs.

We believe this commentary about the proposed budget cuts is not
unrelated to consideration of the bills pending before the subcom-
mittee today. It was in large part because of the concern about the
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absence of congressional controls over Postal Service policymaking and
the declining public service subsidy that the House overwhelmingly
app roved H.R. 79.

In so doing, the House recognized that serious postal problems exist
which require immediate congressional action. However, should the
Budget Committee's proposals be approved and the public service
subsidy allowed to decline or be severely reduced, many unprofitable
and public service oriented postal functions will be lost. Comprehen-
sive rural delivery service could be one such case in point.

To illustrate that possibility, I need only cite the February 1980
Congressional Budget Office background paper entitled, "'Reducing
the Federal Budget: Strategies and Examples." Quoting from the re-
port, pages 55 and 56:

Opponents of 6-day mail delivery argue that those who live In remote areas
are no more entitled to full mail service than they are to full fire protection at
public expense.

If such an observation seriously reflects the thinking of the Con-
gressional Budget Office staff members, we must wonder what addi-
tional reductions in rural postal services congressional budget cutters
can have in store.

H.R. 79 made great sense to us last fall when it was passed by the
House, and it makes even greater sense to us today. We ask that you
preserve the public service funding authorizations prescribed in H.R.
79. Should that prove impossible, however, we endorse the $920 million
appropriation levels provided in Chairman Glenn's soon to be intro-
duced postal reform bill.

It seems to us that what is at issue here is more than just timely
decision about trimming Federal expenditures or the appropriate level
of public service appropriations to the U.S. Postal Service. The central
issue confronting this subcommittee and the Congress is whether or
not a universal postal system should be preserved and national public
service needs met. We believe they should be, and thus urge the
subcommittee's approval of H.R. 79 as passed by the House of
Representatives.

[Addendum to Mr. King's testimony follows:]
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"ADDENDUM"

TO THE REMARKS OF

NRLCA PRESIDENT DEAN KING

ON H. R. 79 AND H. R. 826

BEFORE THE

GLENN SUBCOMMITTEE

APRIL 15, 1980

As you know, the genesis of the current debate about Postal

Service Reform may be traced to the Postal Reorganization Act of

1970, and the fundamental changes in postal service operations and

structure which it implemented. Under the provisions of the 1970

Act, postal operations were removed from direct political controls

and a public corporation was established to provide improved,

cost-effective postal services. Through the adoption of a profit-

orientated, quasi-corporate postal service, Congress hoped that

mail services would be improved and spiraling operating costs would'

be thwarted.

We believe that many of the goals enumerated by the 1970 Act

have been realized. During the nine-year period, from 1970 to 1979,

employee productivity gains were made, payrolls reduced, and annual

mail volume significantly increased. Much of the credit for these

achievements should rightly go to the present Postmaster General,

William F. Bolger, under whose dynamic leadership the USPS has made

important advances.
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However, this same period has provided Congress, the postal

community, and the general public with an opportunity for critical

review and evaluation of the 1970 Act. While the USPS has made

significant strides toward achieving the goals set for it in 1970,

we believe that certain aspects of those reforms should be re-

evaluated. We urge this not as a reproach of the USPS or of its

present leadership, but rather out of a frank awareness of changing

fiscal circumstances and public service needs. We now realize that

some of those reforms were mistakes, and that many of the most

salient problems associated with developing a comprehensive na-

tional postal policy remain unsolved.

Among the most unfortunate consequences of the 1970 Postal

Reorganization Act was the acceptance of the myth that the Postal

Service could and subsequently should attempt to financially break

even. We believe that the 1970 Act established an unrealistic and

unattainable goal when it made the USPS a quasi-corporation, pred-

icated upon private sector profit motives. The Postal Service is

a public service, whose historical, non-profit orientation pre-

cludes it from ever attaining such a goal. Unfettered access to

a universal postal system operating at reasonable rates has been

a long agreed upon national policy. Had cost effectiveness been

a national postal objective, comprehensive rural delivery ser-

vices, free mailings of items for the blind and handicapped, spe-

cial rates for library services, and other public spirited projects

would never have been adopted.
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Let me elaborate on that .last point by addressing rural deliv-

ery services for a moment. Some 56 million persons live in rural

America. The Nation's rural letter carriers serve approximately

13,8 million businesses and households, offering not just mail

delivery service, but also many of the diverse functions assigned

post offices. In 1979. rural letter carriers drove some 2.2 mil-

lion miles per day and delivered approximately 18% of the Nation's

total mail volume. Many of our patrons live on farms and ranches

in sparsely populated areas. Regular, comprehensive mail services

for these people would seem financially unprofitable and at odds

with a break-even business philosophy. Yet the Postal Reorganiza-

tion Act of 1970 made special note of the importance of preserving

effective and regular postal services to rural America. Compre-

hensive rural postal services continue to this day, because

generations of Americans decided that access to non-preferential

postal services should be an American birthright. Continued ad-

herence to the break-even philosophy mandated for the USPS by the

1970 Act may one day place that birthright in Jeopardy.

In 1978, Congress began to re-evaluate the Postal Reorgani-

zation Act. In that same year, H. R. 7700 was approved by the

House of Representatives. The thrust of that legislation was to'

provide the President and the Congress with a greater voice in the

establishment of postal policy and to increase Federal subsidies

for postal services.

As the Chairman of this Subcommittee will recall, he intro-

duced interim postal legislation of his own in the 95th Congress.
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When S. 3229 was first introduced, Senator Glenn gave us clear

evidence of his insight into USPS problems when he declared

"This legislation recognizes that the 1970 bills' goal of

postal service financial self-sufficiency has proven Linat-

tainable given present economic realities.- My bill eases

the Postal Service off that target, but not at the expense

of providing management with an easy source of additional

appropriations as a substitute for efficiency."

You will recall that our Association lauded you at that time

for encouraging closer financial scrutiny of public service ap-

propriations. Your legislation failed to receive full Senate con-

sideration and so no postal reform legislation was enacted by the

95th Congress.

Because of growing concern about the absence of Congressional

controls over Postal Service policy making and the declining pub-

lic service subsidy, Postal Reform legislation was again considered

by the Congress. As you know, on September 7 of this past year,

the House approved and sent to the Senate, H. R. 79 which addressee

both of these concerns. That legislation is today pending before

this Subcommittee.

We believe that the House acted correctly in expeditiously

and overwhelmingly reporting H. R. 79 out to the Senate. Serious

postal problems exist which require immediate Congressional action.

For the short run, the central issue confronting Congress is the

declining public service subsidy. If the public service subsidy
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is allowed to decline there exists the strong possibility that there

will be a concomitant decline in many unprofitable but public ser-

vice oriented postal functions. Immediate Congressional action is

needed lest these services be eroded or discarded. As we view it,

however, the larger issue confronting this Subcommittee is the role

Congress should play in developing and setting national postal

policy. Let me elaborate on each of these points in some detail.

In November of last' year, the Postmaster General announced a

surplus for FY 1979 of 469.8 million dollars. We believe that fig-

ure to be misleading, particularly when by his own admission, the

USPS will suffer a deficit of more than 600 million dollars in FY

1980. At its December, 1979 annual meeting, the Postal Board of

Governors made its projection for FY 1981 known to the public. The

Board anticipated a 9% increase in the Consumer Price Index and a

12% increase in the wholesale price index. By conservative esti-

mates, these are modest projections which if in error could only

increase the amount of the projected deficit for 1981. Based upon

these facts and figures, we believe that additional public service

appropriations are necessary and that debate about the size of

future postal deficits only obscures the real issue confronting

Congress. Two vignettes from last year's House Postal Subcommit-

tee hearings on H. R. 79 proved illuminating in this regard.

The Administration has testified that it believes that in-

creased postal efficiency can be achieved without increasing public

service subsidies, and without reductions in customer services.

Through business oriented incentives, the Administration is
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convinced that efficiences and economies in USPS operations can be

achieved. Yet when questioned by Subcommittee Chairman Charles

Wilson about how such efficiences and economies could be realized

without making cuts in public services, OMB Associate Director

Franklin Raines was unable to pinpoint any solutions. Mr. Raines

could only assure the Chairman that such economies and efficiencies

had worked for private sector corporations.

An even more illuminating exchange was the one between PMG

Bolger and Subcommittee Chairman Charles Wilson. Quoting from the

hearings:

Mr. Wilson: Mr. Bolger, in light of the entire financial

situation, including the debt you're carrying,

- 6o you have any idea about when, if ever, you

will come up to the Hill so support public

service funding?

Mr. Bolger: Mr. Chairman, I'm going to say this, I'm going

to defer again; I think that the proper way,

as long as we don't get the rates out of hand,

to get income for the Postal Service and to

meets its-expensea is to have users pay the bill.

That in a nutshell, Mr. Chairman, is the essence of the whole

public service appropriation question. We think that it is doubt-

ful that this or any future Postmaster General will ever come

before the Congress to-ask that additional public service monies

be allocated, so long as present law mandates continued USPS
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adherence to a break-even financial philosophy. If additional

appropriations are to be made, they will only be authorized when

Congress had rid itself of the Postal Service's prevailing break-

even mentality. Once and for all, we believe that the Congress

must acknowledge the Postal Service's truly public service founda-

tion.

The USPS has adopted the philosophy that users should foot

the bill for postal service costs. We think that the Postal Ser-

vice is a public service, and should be underwritten as needed by

Congressional appropriations. In order for the Congress to make

meaningful decisions about future public service appropriations,

we agree with the Chairman that it needs to be better informed

about how such monies are spent.

We recall with great satisfaction Senator Glenn's interest in

developing greater USPS accountability for public service appropri-

ations. As he put it when he introduced S. 3229 in 1978:

"Provided the Congress knows by function, how the money

is to be spent and has evidence that it s needed for bona

fide public service activities, I would t prejudge the

need for increased public service payment in the future."

We agree with that philosophy. Accordingl , we propose that

the Senate incorporate into the thinking o H. R. 79, a public

policy statement whereby Congress would req ire the USPS to

identify by function the public service elc ents of its

operations.
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Let me turn my attention now to the hierarchical changes

proposed by H. R. 79. Our Association supports direct Presiden-

tial appointment of the Postmaster General. We believe that

such a direct appointments process will make the Postal Service

more responsive to both the will of the President and the Con-

gress. In so doing, it is our hope that future administrators

of the Postal Service might one day rid themselves of the "break-

even" philosophy which currently pervades Postal Headquarters.

There seems ro sure process for selecting a quality PMG.

The present selection process, much like its predecessor, the

political appointments route, have both produced their share of

competent and not so competent PMG's. Earlier in my testimony

you will recall that I lauded the current Postmaster General.

William F. Bolger, for his dynamic and progressive leadership of

the USPS. Mr. Bolger's success as a PMG can, I believe, be

traced to his long career association with the Postal Service.

Having risen through the ranks, Mr. Bolger has brought to the

Postmaster Generalship a unique sensitivity to the often conflict-

ing interests of postal management, labor, and business concerns.

From this experience the Congress might well draw useful

parameters for the direct appointment of a PMG by the President.

Our Association urges the adoption of a provision which would

require that prospective Postmaster Generals have substantive

postal experience as either a career postal employee or as a

private sector individual involved in postal matters. A provi-

sion of this nature whcn coupled with the political prohibitions
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contained in Title 39 of the U. S. Code should help prevent patron-

age abuses and insure a quality appointment to the Postmaster

Generalship.

I should also mention our support for Section 12 of H. R. 79

as approved by the House of Representatives. As you know, Section

12 states that nothing in the Act would affect any collective bar-

gaining agreement in effect on the date of enactment, or impair

the Postal Service's authority to bargain collectively, or impair

any future collective bargaining agreement. We urge that this

provision be incorporated in H. R. 79 if it is enacted into law.

It seems to us that what is at issue here is more than just

hierarchical changes in the structure of the United States Postal

Service or timely decisions about the public subsidy issue. The

central issue confronting this Subcommittee and the Congress is

whether or not our universal postal system should be preserved

and national public service needs fully met. We believe they

should, and thus urge this Subcommittee's immediate and favorable

consideration of H. R. 79.

We would also like to endorse another important pieceof

postal legislation, H. R. 826, pending before this Subcommittee.

As you know, the bill would amend Section 410 (b) (7) of Title

39, U. S. Code, and bring the Postal Service under the same health

and safety regulations as private employers. Additionally, it

would permit the Occupational Health and Safety Administration

(OSHA) to conduct unannounced inspections and surveys of postal

facilities, and to enforce federal safety and health laws.
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Under existing law, OSIIA representatives may inspect postal

facilities only at the invitation of the Postal Service. H. R.

826 would remove the special status enjoyed by the Postal Service,

and make it subject to the same penalties and regulations as any

private employer. Though it is the second largest employer in the

United States, it is a lamentable record to note that the Postal

Service has the highest accident and injury rate of all federal

agencies. We think that this legislation represents a much-needed

step for.,ard in the fight to create a safe working environment for

postal personnel, and urge its enactment into law.

This concludes our-written comments. I would be pleased to

a,,wer azy questions Members of the Subcommittee might have about

our presentation. Again, thank you for allowing me to appear be-

fore you today.

Respectfully submitted,

Dean King
President, National Rural

Letter Carriers' Association
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Senator GLENN. Thank you Mr. King. Mr. James LaPenta, director,
Federal public service division, mailhandlers' division, Laborers Inter-
national Unicn, Mr. LaPenta?

Mr. LAPENTA. Thank you for the opportunity to make an oral
presentation and submit a lengthier statement for the record. I believe
you have both.

Senator GLEN. The entire statement will be entered.
Mr. LAPENTA. I am James J. LaPenta, mailhandlers' division,

Laborers' International Union of North America. Our union has
600,000 members; 100,000 of those members are in the Federal and
public postal sectors.

The Postal Reorganization Act is now 10 years old. I've labeled the
first 6 years under the act as the upside down era. During that time
period the Postal Service and the American people suffered through
three Postmasters General from big business-Blount, Klassen, and
Bolger-who brought with them the private sector's product line con-
cept and gave us higher postal rates, less postal service, and a negative
equity of some $2.5 billion.

Some 4 years ago, amendments were passed to the 1970 act that were
minor except for the $1 billion bailout amendment. So here we are
again, looking, I hope, to the major areas that need attention:

One: To make the ratemaking procedure expeditious;
Two: To liberalize mail classification procedures;
Three: To allow experimental mail services, without bureaucratic

bungling or interference from the Postal Rate Commission;
Four: To allow the Postal Service to offer electronic mail as a uni-

versal service. We want an electronic mail service under the direction
of the USPS. We want service provided on a universal nationwide
basis. We want access to the electronic mail service system by all poten-
tial customers and we want the USPS ability to market it without
interference by the FCC;

Five: To stop the Federal Communications Commission's attempts
to expand its influence over the Postal Rate Commission and the
Postal Service;

Six: To stop the Postal Rate Commission's negativism and interfer-
ence with Postal Service management, as evidenced by interminable
delays to-ratemaking cases and later a 15-month delay in the Ecom
proposal;

Seven: To define the public service aspects of the Postal Service and
to continue the subsidies for these classes; and

Eight: Safety for postal workers as evidenced by passage in the
House and the Senate of H.R. 826 and companion legislation now in
the House called the Postal Workers' Safety Bill of Rights.

We have received a copy of your draft proposal, Senator, and we
think your draft bill has a number of helpful administrative improve-
ments. We don't think your safety proposal goes far enough and, while
you have authorizations for additional appropriations and rate sub-
sidies and some mail classification and ratemaking procedural amend-
ments, here again we think they are not strong enough nor do they go
far enough to do some of the things that I've talked about in my state-
ment, mainly to delineate what role the Postal Rate Commission should
play in classification and ratemaking and keep them out of trying to
manage the Postal Service. Hopefully we would get the House and the
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Senate to do something about this usurping of power on the part of
the FCC. Your bill is a start in the right direction and we hope you
will beef it up a little bit.

Even as I speak here today, however, about these needed areas of
postal reorganization, there are more moves afoot that may well re-
organize the U.S. Postal Service right out of existence. I'm referring
of course, to the proposed cutbacks in mail deliveries from 6 days to
5 days.

The proposed cutbacks will trigger the eventual dismantling of the
Postal Service's unique physical delivery apparatus. If these proposed
actions by President Carter and the Congress are successful, our coun.
try's first national service industry, the U.S. Postal Service, will be on
it way to the scrap heap. In its place will be a private mail carrier,
whose criterion for selecting markets will be the amount of profits that
can be made.

Ironically, the governmental cost of this dislocation will contribute -
to inflation. The cutback in delivery will not make the Postal Service
the partner in the fight against inflation, the fight that the White
House is predicting. The real fight against inflation in which the Postal
Service could play a major role would take place if the President and
the Congress took action to bring an immediate end to the fight be-
tween the Postal Rate Commission and the Federal Communications
Commission, the net effect of which has been to delay the Postal Service
into the entry of the electronic mail market.

Full entry of the Postal Service into the electronic mail market
would be an extremely effective weapon against inflation in the 1980's,
because electronic mail has the potential to reduce first-class postage
rates by a third, to 10 cents a message.

The provisions in the Postal Reorganization Act call for a 10-per-
cent per year reduction in the $920 million a year subsidy the Postal
Service receives. Those cutbacks are supposed to begin this year.

It escapes us why the President and the Congress would not let this
method lower the Federal budget rather than its meat-ax approach.
These meat-ax cuts do not represent the same thing to the Postal
Service that they do to the Departments of Health and Welfare, Hous-
ing and Urban Development, and Labor. Those agencies will have to
cut social services and will be able to restore many of these services
when the inflation crisis is over.

The Postal Service will not be so lucky; it will not be easy to restore
the Postal Service. It very likely will be impossible.

In the more traditional areas of postal reorganization, it should be
pointed that the current Postmaster General has improved traditional
service; provided mailers with new and needed postal services; in-
creased postal volume by some 8 billion pieces; and has also increased
postal employment by some 20,000 jobs.

Postmaster General Bolger had a surplus recently, the first one since
World War II. These are no minor accomplishments, and yet they
stand a chance of being wiped out entirely by delivery cutback pro-
posals that make no sense from any point of view.

Senator GLzNN. Thank you Mr. LaPenta. Mr. Vincent Sombrotto,
president, National Association of Letter Carriers of Washington)
D.C.,.Mr. Sombrotto?

66-919 0 - 80 - 10
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Mr. SoMBROrrO. Mr. Chairman, members of the committee, my name
is Vincent R. Sombrotto, president of the National Association of
Letter Carriers, AFL-CIO.

The National Association of Letter Carriers, a labor organization
consisting of more than 230,000 members, is the exclusive bargaining
agent of city delivery carriers employed by the U.S. Postal Service.
Consequently, we believe that it is one of our essential functions to rep-
resent our members in all matters affecting their employment with the
Postal Service and in all matters affecting the continued economic
vitality of the service itself.

We appreciate this opportunity to express to the members of the sub-
committee the views of the NALC concerning H.R. 79, the Postal Serv-
ice Reorganization Act of 1979, H.R. 826, the Occupational Safety
and Health Act of 1970, and your legislative measure, Mr. Chairman,
which I understand has been, or will be, introduced today.

The National Association of Letter Carriers supported, and still
strongly supports, the underlying purposes and goals of H.R. 79, how.
ever, we recognize that the very emotional budget-cutting reducing en-
vironxent we are living in today militates against Congress passing
and the President signing H.R. 79 into law. Be that as it may, we
view H.R. 79 as a lean trim piece of legislation which recognizes the
importance of improving postal service, efficiency, and the accountabil-
ity of the Postal Service.

H.R. 826 brings the U.S. Postal Service under almost all of the sub-
stantive provisions of the Occupational Safety and Health Act of 1970.
We consider H.R. 826 an extremely important piece of legislation and
we commend you and your subcommittee for including H.R. 826 as
part of these hearings.

Let me begin, Mr. Chairman, by stating the magnitude of the prob-
lem H.R. 826 is trying to rectify. With 575,000 bargaining unit em-
ployees and a total work force of almost 700,000, the U.S. Postal
Service is the largest industrial work force not protected by the statute
which the Congress has deemed necessary to safeguard the general
American work force-that is the Occupational Safety and Health Act
of 1970. Of even greater importance than the size of the work force is
the number of injuries which H.R. 826 is designed to reduce.

Labor Department statistics show that for compensation year 1978,
postal employees suffered over 86,000 reported injuries, which is almost
43 percent of the total numbers of injuries reported by all Federal
workers and which represents one injury for approximately every six
figures.

When compared with the similar industries in the private sector, the
Postal Service's injury frequency rate is approximately four times as
great as that of similar industries in the private sector.

The problem is clear. Yet postal management has steadfastly re-
fused to implement a meaningful and viable safety program. Only if
the Postal Service is brought under the full protection of the Occupa-
tional Safety and Health Act of 1970 will the Postal Service be com-
pelled to establish a comprehensive safety and health program which
will lead to a reduction in the shockingly high injury rate I have just
discussed.

Mr. Chairman, I will now discuss your measure, the Postal Service
Act of 1980. Because of time constraints, I will limit my oral remarks
to three sections of your measure, sections 2, 5, and 10.
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Postal Service Act of 1980, section 2--occupational safety and
health. Section 2 of your measure, Mr. Chairman, brings the USPS un-
der the provisions of the OSHA Act. This section goes even further
than H.R. 826, in that it includes criminal sanctions, which H.R. 826
excluded. It also requires a report to be submitted to the Congress and
allows the Postal Service to hire its own attorneys to conduct its own
litigation inquiries under the provisions of the Occupational Safety
and Health Act. As with H.R. 826, we strongly support this provision.
However, Mr. Chairman, we would prefer that this provision be treated
as a separate legislation because we could be caught in a legislative box
if comprehensive postal legislation were amended to the point that
the NALC would be forced to oppose the amended legislation.

With OSHA included in such a bill, NALC would be in a position
of opposing comprehensive postal legislation, even though it contains
an OSHA provision, thereby losing both postal reform and OSHA in a
legislative Catch-22. I

Section 5, public service authorization. As with HR. 79, we support
at the very minimum a continuation of the $920 millon Public Service
appropriation. We would prefer to recommend the moneys contained
in H.R. 79, but as noted earlier, that does not appear to be realistic,
given the present climate.

We do commend you, Mr. Chairman, for including $920 million in
public service funding in your legislation. We assume that you are
opposed to the recommended postal budgetary cuts that are contained
in the Senate and House budget resolutions. We encourage your
opposition to these counterproductive, devastating cuts in postal
appropriations and we pledge our support to your eifort.

The Postal Service must have these funds to continue the services
the American public has grown to rely on, such as small post offices,
door-to-door delivery, corner collection boxes, and, most importantly,
6-day mail delivery.

The National Association of Letter Carriers is extremely concerned
about the retention of the 6-day delivery. We consider this a critical
issue both because of its impact on our members, the working letter
carriers of the United States, and the impact on the American public.

If 6-day mail delivery is scrapped in a way being discussed by some,
eliminating mail delivery for different days of the week in different
sections of the country, urban America will be pitted against rural
America, one region of America will be pitted against another region
of America and, most critically, postal services to all Americans will
deteriorate.

In regard to this vital issue, we respectfully recommend that you
amend your bill in subsection 5 (a) where you state that public service
money should be used to provide a maximum degree of effective and
regular postal service nationwide by adding specific reference to 6-day
mail delivery.

Section 10, qualifications of governors and commissioner. While we
support your attempt, Mr. Chairman, to insure a more responsive,
responsible, and experienced Board of Governors by outlining some
areas of qualifications, this is not, in our opinion, a substitute for the
provision in H.R. 79 which would have the Postmaster General
appointed by the President and would abolish the Board of Governors.

Mr. Chairman, as you know, this organization has for some time
called for the abolition of the Board of Governors. Our attitude, at the
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present time, is this: The Board of Governors as it presently exists has
no purpose. As for the question of direct appointment of the Post-
master General by the President, we support this change because we
believe that the Postal Service must be directly responsible to the
public. Only by direct appointment by the President of the Postal
Service's chief executive officer will this be possible.

In summary, Mr. Chairman, we hope that as soon as possible you
will move some form of postal reorganization legislation which will
guarantee basic nationwide postal services that the American public
demands, such as 6-day delivery, and that you will also quickly move
separate legislation that will bring the U.S. Postal Service underOSHA.--

I would at this point like to request that I have the opportunity to
submit to the subcommittee additional observations and materials in
relationship to your proposed legislation.

Senator GLENN. We'd welcome those comments.
Mr. SoMBRorro. I will be glad to respond to any questions that you

or any member of the subcommittee would like to address to me.
Thank you.

Senator GLEuzN. Thank you very much. Your last comment with
regard to direct appointment of the Postmaster General by the Presi-
dent, would this include appointment of postmasters down at the
local level.

Mr. SomBRoro. Well, we haven't discussed that in the bill. We
primarily targeted the appointment of the Postmaster General by the
President. I'm sure that could be a natural extension of that position.
Whether or not we would want to get into that, that's something that
we would take some time

Senator GLENN. You would advocate return then to a completely
political post office.

Mr. SoMBaorro. Excuse me.
Senator GLENN. You would advocate then a return to a completely

political post office, top to bottom.
Mr. SoMBRoro. No. We just want accountability to the public and

we feel that the appointment of the Postmaster General by the Presi-
dent would create that atmosphere for accountability. I would point
out that the act itself, H.R. 79, specifically prohibits 'the appointment
of lesser postmasters on a local level by the President or the Congress.

Senator GLIENN. The reason I asked, and I would welcome commtats
by anyone else, too, is that this sounds very attractive. We're going
to make the Postal Service more responsive to the American public.
To do this, we say we're going to appoint the Postmaster General who
is accountable to the President, supposedly. But he doesn't do these
things by himself. He's got to have a whole hierarchy of people to
execute ihe President's wishes.

It's always been a puzzle to me where the political level would end.
If you're going to make the Postal Service truly politically responsive,
and the way you're talking, you want every public desire met, it's got
to be reflected in the political selection of a PMG then. It seems to me
you could have political appointments right down the line, clear to
the bottom.

Now, if that's not the case, then where do you cut political appoint-
ments off. You don't just appoint a PMG, keeping all the old people -
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right in place, and suddenly have a politically responsive post office.
There has to be some level of control. Would it be the regions, the dis-
tricts, or only major post offices. I've asked this question at hearings
before and I've never gotten a satisfactory answer from those who
advocate the political appointment of the Postmaster General. It seems
to me that, if we're going to a political post office, then that will be
down through the whole post office system.

I don't see that just making a Postmaster General a political ap-
pointee accomplishes what you re advocating. Do you have any further
comments?

Mr. SoM BEorr. Well, there are two elements of th accountability
factor. If the Postmaster General is appointed by the I esident, policy
would be set by the Postmaster General and would be followed through
and enacted by those subordinates below the Postmaster General's
office.

Also the fact of the question of public subsidy. The Congress hav-
ing some control over how that money is appropriated to the Postal
Service adds a measure of accountability to the Congress itself. No,
we're not in favor of a total political entity as a postal service. What
we want is more accountability to the American public through its
elected representatives.

We think that could be accomplished.
Senator GLENN. In what ways do you feel the Postal Service is not

being responsive to public needs now?
Mr. SoMBxorro. In many areas, but-
Senator GLENN. Could you make a list of them for me?
Mr. SomRorro. To be specific, the Postmaster General can and

does in the Postal Service, is the biggest violator of the health and
safety standards of any employer in the Nation. They do it with total
impunity. They regard the fact that they are above the law.

I point out another issue that when you asked the question sort of.
The question of the violations under the Fair Labor Standards' Act
under which they can stonewall some 600,000 employees out of their
just and rightful payment of previous violations. When they can
stonewall the Department of Labor and its solicitors and can fight the
courts and use every tactic to deny employees their rights under the
law is an indication of the type of attitude that prevails in the Postal
Service under the present system, we feel.

If the President had appointed the Postmaster General, (a) we
would have had a better safety situation within the Postal Service and,
(b) they would not be violators of the law and feel that they have the
right to violate the law with impunity.

Senator GLENN. I don't want to spend all our time on this.
Mr. LAPENTA. But I'd like to make a comment on that because this

is a very important issue.
Senator GLENN. Fine.
Mr. LAPENTA. You've hit one of the core subject matters which has

been discussed before the Congress in every session since the passage
of the 1970 Postal Reorganization Act. You are on the right track,
raising the right kind of question.

Setting personality aside, because I happen to think the current
Postmaster General in the field of operations and traditional services
has been excellent. I've got some beefs with him about a couple of other
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things in the personnel policy and labor relations area, but in due
course I'll take those up with him. When we go to the bargaining table
for example, that's where we do that business, not behind his back. We
take him on when it's time to take him on.

But the Postal Reorganization Act is weak by not providing for
some accountability and responsibility by having the Postmaster Gen-
eral appointed and abolishing that Board of Governors which hasn't
done a damn thing. In retrospect for example, Senator. The current
situation we're involved in, if we did go down the line. If, because we
are vehemently opposed to it, and you did get the consensus of the
Congress and the President that we would eliminate 1 day delivery.
Under that Postal Reorganization Act, the President would have to
sit around and stew away, and so would you while the Postal Service
went through all the provisions of the Postal Reorganization Act;
gone before that Postal Rate Commission and getting a decision before
they could cut that 1-day delivery service.

That's what me and my colleagues have tried to point out to the
Congress all these years. The Postmaster General and that Board of
Governors are not accountable or responsible to anyone. Neither is the
President or the Congress of the United States. That has to be
changed and that can be changed. That's a fundamental change that
is necessary and it can be changed without making the Postal Service a
political animal again.

Senator GLENN. Who else would like to comment? Mr. Andrews?
Mr. ANDREws. I'd like to comment on that political animal. In 1969,

the Republicans were in charge of the post office and all the appoint-
ments, yet if you think there's no politics in the post office, they
knocked out about 1,000 people in the upper strata and the politics
existed then. It still exists.

That's why we say the Postmaster General should be appointed by
the President to forego any of these things.

Senator GLENN. Would anyone else like to make a comment?
Mr. Andrews, in your written testimony, you claimed the postal

safety officers cannot move -ahead to adequately address safety prob-
lems without going through layers of carefully constructed redtape
designed to prolong and frustrate anyone who may be trying to cor-
rect safety hazards. That's a pretty serious charge.

Why do you feel the Postal Service is so insensitive to the health
and safety of postal workers?

Mr. ANDREWS. Well, the things that are happening at the present
time. I know I went with Congressman Clay down to Miami to cheek
out the asbestos problem they had down there. It has existed for some
time. That asbestos situation was a bad one and people down there
just didn't do anything about it.

It could affect 10,000 workers. The situation that happened in Bulk,
and a record of situations where there is a reduction of nurses, there's
reduction of safety people in the Postal Service. They've relegated
that basically just to some supervisory personnel who are designated
to be supervisor of safety. That's what we claim hasn't been adhered to
in the actual layout in the post office in the first place.

Senator GLENN. Does anyone else want to comment? Mr. LaPenta?
Mr. LAPENTA. Senator, the Postal Service safety program is basi-

cally flawed. It's a failure because it does not have the basic com-
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ponents that any safety program, for example in the private sector
like the kind the DuPont Co. has or the steel companies have. A pro-
gram made up of three E's, engineering, enforcement and education.

The Postal Services program is hyped high on education and not
tough enough on engineering and enforcement. As many of these com-
panies in the basic industries, the automobile and steel industry will
tell you, you've got to engineer job safety. You, of all persons ought
to know that, being an astronaut.

You know you make a particular piece of machinery or a vehicle
fail-safe. That's what has to be done. Also enforcement, as Brother
Andrews has tried to point out. You can't have a safety program if a
safety official can't shut down a job. If he can't tell an operations guy
to shut that unsafe job down, you don't have safety enforcement.

That's basically the flaw in the Postal Services program. Until they
give as much emphasis to safety engineering and safety enforcement
as they do Safety education, those figures won't be turned around. Ini-
tially it's going to cost them a lot of money. I can't sit here and tell you
that it won't cost money. Engineering costs money.

Senator GLENN. Mr. King, in your testimony you mentioned that,
if Saturday delivery is curtailed, it will necessitate significant over-
time payment by the Postal Service. Can you describe the basis on
which you make this claim, and do you have an estimate of what these
overtime payments would be?

Mr. KING. I would not have an estimate as to what the overtime pay-
ments might be, but I think we all realize that if you eliminate the
Saturday delivery, there's going to be extra mail to sort and deliver
the first of the week.

Recognizing we have a number of Monday holidays as well, we'll
not only have the Saturday and Sunday mail piling up, but you'll have
the Monday mail as well. When you have a backlog of mail, you will
have, in all probability, some overtime payments to make in order to
get that mail out.

The alternative is to have some more backlog of delivery the rest of
the week to try and get that week's mail out. By that same token, with
the time standards of delivering mail, you'll. probably have some other
alternate delivery methods taking mail volume away from the Postal
Service to where we won't have the viable postal system we have today.

Senator GLENN. You, too, support, I believe, the appointment of the
Postmaster General, by the President.

Mr. KINo. Yes.
Senator GLENN. Is that correct?
Mr. KING. Yes; I do. I think Mr. LaPenta has articulated that posi-

tion very well. When you talk about politics within the Postal Service,
I think you-can have the internal po itics just as much as the external,
but we still feel there has to be a greater accountability to the general
public.

Senator GLENN. You pointed in your testimony to some of the gains
that have been realized since the Postal Reorganization Act of 1970.
You mentioned employee productivity gains, reduced payrolls, and
increased annual mail volumes.

In view of all that, if we went back to a Postmaster General ap-
pointed by the President, how far down would you go with the politi-
cal appointment process.
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Mr. KING. It could go all the way, if you wanted to. You could ad-
dress that however you want to. As I said, we have the internal poli-
tics in the selection of some of the postmasters now. I think we all
recognize, while we don't have the external politics, a selection that is
made is usually made on the approval through the sectional center. So
we have politics involved in it one way or another.

I do believe that at least we need the Postmaster General at the to p
level appointed by the President and the responsibility to the general
public.

Senator GLENN. I don't disagree that in any selection process there's
going to be some, I suppose, political consideration given. We don't
just put names in a hat and pull them out. There's going to be qualifi-
cation criterion and somebody has to do the selecting. So I don't see
how we are ever going to eliminate entirely that kind of consideration.

It's still not clear to me, how far down you would go to make this
effective.

Mr. Sombrottof
Mr. SoxtoRmo. If I may.
Senator GrN. Sure.
Mr. Som:BRorro. Just as other appointments, whether it be in the

Cabinet or other department, Federal departments, the President se-
lects a head of that agency or department and then the agency head
selects his subordinates and then the lower levels of employees are se-
lected on a merit system. Career employees gravitate up through the
system based on the merit system.

We don't see that the Postal Service should be any different in that
regard than any other department of the Government.

Senator GLENN. Mr. LaPenta, do you disagree with the basic prem-
ise of the Postal Rate Commission decision on ECOM that there
should be full and free competition for the electronic transmission por-
tion of ECOM with access to the postal delivery network available to
all on a nondiscriminatory basis,?

Mr. LAPENTA. The postal rate, first of all our basic problem with the
Postal Rate Commission is the length of time that it takes to come
forward with some proposals and also what we see to be an attempt
by them to get beyond mail classifications or in mail classification de-
cisions. Trying to tie mail classification decisions into operational and
management types of programs.

We think they did that there in the ECOM proposal. We think the
basic thing wrong with their ECOM proposal, first of all they made
it experimental; second, you've got a situation whefe they don't pro-
vide for a universal electronic mail setup. I think the third thing that
was involved there was the division of responsibility.

Senator GLENN. You want to go to a full, permanent ECOM right
off to bat.

Mr. LAPENTA. Yes, it's absolutely essential. If you look at the other
postal systems in the Western world and you look at what Great
Britain's done with PRESTEL, for example, and France has done
with VIEWDATA and what the Canadian system provides. In order
to protect a universal mail system which we have in all of the Western
countries, the Postal Service has to get into this right away and has
to stay into it.
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Electronic mail, now I'm not talking about telecommunications,
per se, but electronic mail. To me, electronic mail, ECOM is nothing
but -a subclass of first-class mail. That's how I view ECOM as a
subclass of first-class mail and as such it should come under the full
purview of the Postal Service and the Postal Rate Commission, if you
decide to keep a Postal Rate Commission and the FCC should have
nothing to do with this.

Senator GLENN. When we've talked about this with the postal
authorities the indication has been they could not be certain what
kind of acceptance or use this would have. That was the reason for
going the experimental route. It's a very expensive system to put in
and operate. But, will business, for instance, take some of that 80
percent of the mail that is business first class? Would 5, 10, or 50
percent of that be worth the additional ECOM speed or would it not?
I think that's been the holdup and that was the reason they wanted to
put it on an experimental basis. That's the reason we've been given.
We will be getting testimony on that later on. -

Mr. LAPENTA. Fine. That's why Senator, I think you ought to be
kicking these guys in the tail and getting them to really get into this
kind of business and that's what should have been done during the
period of the 1970's. There should have been more done as far as
research and development was concerned.

Here again is this business of lack of responsiveness and responsi-
bility. I mean, other administrations, postal administrations would be
responding to what you were thinking or what the Congress was
thinking and they would have gotten into this. But they can just sit
back there and play itanyway they want.

Senator GLENN. Let me follow through here in another area, Mr.
LaPenta. Could you be more specific'as to your recommendations to
reduce the role of the PRC in managing the USPS? That is, would
you prevent the PRC from considering any alternative proposals in a
mail classification case, except for those submitted by the USPS?

Mr. LAPENTA. That's what I'd like to see. I don't think-
Senator GLENN. You'd like to eliminate them period?
Mr. LAPENTA. That's correct. I think the wherewithal for develop-

ing rates and developing classes and subclasses of mail, the real exper-
tise lies over there in that Postal Service. That's a national institution.
It's been around for 200 years and they've got plenty of people over
tlere that can do that kind of a job. The Postal Rate Commission is
something that's been set up and it's only 10 years old, the people who
are political appointees. Your bill provides for an attempt to make
those people more qualified. So there must be something wrong there,
otherwise why would your bill speak to that.

It seems to me it doesn't make sense. In no other kind of situation
in America do we have it. Where you set up a regulatory body to regu-
late one company. The ICC doesn't just regulate one company, nor
the FCC, nor any of these regulatory bodies. But here we have a Postal
Rate Commission and the only thing it regulates is the Postal Service
and that leaves an awful lot of room for mischief. The record is clear.
They've tried to manage the Postal Service in some of these decisions.

Senator GLENN. Mr. Sombrotto, in your testimony you state that
the Postal Service injury rate is approximately four times greater
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than that of similar industries in the private sector. What similar
industries are you referring to in that claim, and do you have any
documentation?

Mr. SOMBRorO. Well, the record will show that and we'll provide
that documentation for the committee. A similar industry would be
United Parcel Service or any service connected industry that delivers,
that has a delivery at the end of it.

Senator GLENN. Is the Postal Service's injury rate four times
greater than that of United Parcel?

Mr. SOMBROTXo. Yes, I would say it is, if it's not 4, it's 31 percent
or maybe even more. But on the average-

Senator GLENN. Could you provide us some documentaionI
Mr. SoMBROTTO. We will provide you with that documentation.
I might add that two-thirds, 43 percent of all injuries in the Federal

sector, as we pointed out, are in the Postal Service. Two-thirds of those
injuries are in the letter carrier craft. We have a vital stake in the
question of health and safety within the postal establishment.

Senator GLENN. What type of injuries are we talking about which
are four times as great?

Mr. SO2BROTro. They are every type of injury. They run from
trips, slips, and falls, all types of injuries.

Senator GLENN. Let me pin this down because it's fairly drastic to
claim that one industry has four times the injury rate of any other
comparable industry. Now you represent the letter carriers. If we're
talking about slipping on ice or dog bites, I don't know if an OSHA
program can help that kind of difficulty, but when we're talking about
safety in the post office's themselves, I think it can. To say that is com-
parable to other industrial situations and has a fourfold accident rate
is a tremendous charge. I'd like to get additional information on that.

Mr. SOMBROrO. Sure and I'll give you some logic as to why that is
a fact. The ecology of the work place for postal employees is one of
danger and hazard and that's compounded by the fact that the Postal
Service feels no accountability to anyone in terms of those conditions.

They use the function under the premise that the delivery of mail is
the most important factor and we subscribe as employees of the Postal
Service. That is a very, very important factor. The delivery of mail
and the processing of the mail.

We also would point out it's not to be done at the expense of creat-
ing hazardous conditions. Conditions that create and result in em-
ployees being injured. The record speaks for itself.

Senator GLENN. Well, does it? That's my point, if you have figures
to back up what you claim, I would like to have them for the record
because I have never looked at the post office as being that much dif-
ferent from other types of factories, where there's often lots more
hazardous equipment.

If the post office has four times the accident rate, then I'd like to
know why. Any information you can give me on that, I'd appreciate.

Mr. SOMBR0rro. I think the most dramatic example of the philoso-
phy of postal management of the conditions employees work under
and the tragic results is the question of the New Jersey mail bulk
facility where the record shows.

The record shows that management, in response to their own needs
to process mail at a more rapid rate, took away any precautions of
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safety that were built into the system to facilitate more expeditious
processing of mail.

Senator GLENN. Does anyone on the panel have a reason why the
post office is four times more dangerous to work in than other indus-
trial concerns?

Mr. ANDEWS. Money.
Senator GLENN. What?
Mr. ANwREws. Money.
Senator GLENN. People aren't wounded by money. That's not an

answer.
Mr. ANDREWS. That's what it costs. Anytime you want to put

safety-
Senator GLENN. Mr. Andrews, would you agree that the accident

rate at the post office is four times what it is outside?
Mr. ANRPEws. Yes.
Senator GLENN. Can you document that?
Mr. ANDREWS. I'll associate with my colleague, Mr. Sombrotto.
Senator GLENN. From your observation would you agree, Mr. King?
Mr. KING. I don't have figures on that as far as whether it's four

times as great. In the rural area naturally whenever there is an ac-
cident, it's a very serious-

Senator GLENN. Mr. LaPenta, would you agree?
Mr. LAPENTA. Well, I'd have to expand on that just very slightly.

The record will show, Senator, you look at the data, during the period
of the 1970's, and before that, too. The Postal Service accident fre-
quency rate, until they changed. the manner in which they filed the
gures, the accident frequency rate when it was computed on a basis

of for every million, an injury for every million man-hours of work,
that accident frequency rate was 14. It stayed about 14. It went up a
little bit, came down a little bit. It stayed that way for 8 or 9 years.

Now, in comparison with private industry and the rest of the Fed-
eral Government during that period, there was only the construction
industry and maybe one other industry was about the same as the
Postal Service or a little bit higher. Most of the other industries, like
steel and auto, were about four and five and the Federal Government,
the agency that was closest to the Postal Service was the Navy and
they only had a five as compared to the Postal Service 14.

In other words, five injuries for every million man-hours worked
against the Postal Service 14. Now you are absolutely correct in say-
ing because the Postal Service is so big you do have to watch these
figures carefully. There are some of these injuries that are caused by
their environmental situations. When you're outside working in the
rain, the snow, or the ice, and that kind of thing, and then you have
the inside injuries.

The facts of the matter are while the Postal Service was a labor
intensive industry you did hate these trips, slips, falls, hernias, back
injuries and all of that and you're still having those injuries. Com-
pounding that. now that they've become mechanized, you have the
tragic situation in New Jersey. Your accident severity, not only your
accident frequency, but your accident severity is getting worse.

I think we could supply you with some figures if we can-
Senator GLENN. I'd like to have them. I didn't intend to make this

the major issue this morning, but I was so startled by that accident
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rate. That's a figure far beyond anything I had ever heard before.
I support extending certain of the OSHA provisions, as indicated in-
the legislation.

Of course I'm trying to cut out every possible injury, but that sounds
like such a great difference from other industries that I am very sur-
prised by it.

Mr. SOMBROarO. We will be happy to supply the committee with that
information, but we'll further shock you before we do. The bulk mail
facility in Chicago is 22 percent higher than that and comparable.

Senator GLENN. I'd be glad to have information on them, any spe-
cific areas like that.

The Postmaster General announced that the USPS will fully com-
ply with Executive Order 12196 on the Federal employee occupational
safety and health program. This is the Executive order that provides
for some OSHA coverage of Federal agencies. Do you feel that this
action by the Postal Service is adequate or is it still necessary to pass
legislation to mandate OSHA coverage?

Mr. ANDREWS. I think you'd have to pass legislation because the
Executive order doesn't fulfill our expectations for a safe place to
work in.

May I refer back to one question?
Senator GLENN. Sure.
Mr. ANDREWS. The President appoints the-Board of Governors, they

elect the Postmaster General.
Mr. LAPENTA. Senator, OSHA investigations and OSHA onsight

drop-ins are not all that's needed here. You need to have the Postal
Service come in compliance with the Supreme Court decision and the
law, the recent Supreme Court decision.

In order to get the Postal Service to comply with that Supreme
Court decision, you've got to cover postal workers under the law, under
S section 123 of the National Labor Relations Act. I think those two
measures, H.R. 826, and having the postal service covered in S section
123 of the National Labor Relations Act would go a long way toward
providing a safer work place for postal workers.

You see, we've got. to make the Postal Service understand, Senator,
that they've got to let people be able to go home at night, uninjured
and unharmed, instead of shipping bodies home at night.

Maybe the Postal Service will have to do as the space industry did.
You know the most important thing despite all the fine equipment and
everything they had when they sent you up into space that the most
important role or mission was to get you back here safe. That's what
the Postal Service has to do.

Senator GLENN. Mr. Andrews, in your testimony you mentioned a
specific example of a problem with health and safety involving postal
workers in Youngstown, Ohio.

Can you provide a few more details to this problem? Just for the
record.

Mr. ANDREW9. I'm not familiar with it at this time, but will provide
the information for you.

Senator GLENN. All right. If you could provide that for the record,
I'd appreciate it. I'd like to have a more complete rundown of that
situation. Thank you.

[The information referred to follows:]
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American fotal Workera Ththn, Afl-O130
E17 14T STREET. N. W.. WAUHIN5TON, 0. C. 000s

May 5, 1980

Senator John Glenn, Chairman
Subcommittee on Energy, Nuclear

Proliferation, Federal Services
Governmental Affairs Committee
6206 Dirksen Senate Office Building
Washington, D.C. 20510

Dear Chairman Glenn:

When General President Emmet Andrews testified before your
Subcommittee on April 15 concerning Postal Reform legislation and
our efforts to have the U.S. Postal Service included under the
Occupational Saftey and Health Act of 1970, you requested additional
information concerning a part of our statement in which we referred
to unsafe working conditions of the Youngstown, Ohio Post Office.

In an efforttocooperate with you and the Committee, I contacted
our National Representative for the Clerk Craft, Gerald F. Fabian
in Minneapolis, Minnesota who prepared the original material for
our statement.

Please find enclosed the letter which I received from Mr. Fabian
dated April 24, 1980 and I hope this additional information will be
helpful to you. If we can assist in any other way concerning our
testimony, please don't hesitate to contact us.

With best wishes, I am

Sincerely yours,

Patrick J. Nilan
National Legislative Director

PJN/pd
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817 14Tr UTNKIT. K. W., WAeNINVTON. D. 0. 00as

ORALD F. FABIAN
NATIONAL REPRESENTATIVE

CLEKA CRAFT

W32 LUMBER EXCHANGE BUILDING
FIFTH STREET AT HENNEPIN AVENUE

April 24, 1980 MINNEAPOLIS. MINN.. 530t

TEL- 612 3WIM

Patrick J. Nilan, Leg. Dir.
The American Postal Workers Union
817 14th Street N.W.
Washington, DC 20005

Dear Pat:

You asked me ti respond concerning the safety problem vith the LSM machines
in Youngstown, Ohio.

As you are aware, the employer USPS was reluctant to correct the condition
complained of because of some obscure bureaucratic postal service committee
called the Engineering Change Board.

After I received the letter from our Youngstown, Oio Local, I called the
Regional Safety and Health officer and reported the problem. This would
have been on the 10 of March. He said he would get back to me.

About five or six days later, I was informed by the regional safety officer
that the safety switches requested for the LS machines could not be put on
the machine. Because the USPS- Engineering Change Board would not approve
such a modification and besides "the installation of the switch would'nt
prevent an accident".

I of course, disputed this statement because if a persons hand was caught
trying to clear a dropper jam, the machine should be inmediately stopped to
prevent the employees arm from being drawn further into the machine. This
could only be accomplished if the safety shut off switches were positioned
at each dropper site on the back of the LSK or if a single rope was drawn
across the entire length of the sveep side of the machine and attached to a
shut-off switch.

The problem in Youngstown, Ohio and I suspect many other offices, is that
there are only three shut-off switches on the sweep side of the machine, and
that these switches ars positioned so that an operator could not reach them
with their other hand, if one hand was clearing mail at the dropper and an
accident occurred. I a enclosing a diagram of the sweep side of an LSM to
demonstrate the problem.

I have identified by diagram the present uethod and the proposed. As you can
see by the proposed, even an employee working alone can correct the problem.
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When the Regional Safety Officer, Mr. Rodriegues informed se that no change
could-be made I informed him that I was sure that this information would be
of interest to the senate committee that will be handling the safety and
health testimony on placing USPS under OSHA. I left the conversation hanging
at that point and closed off.

About three or four days later I got a call back from Mr. Rodrieguez and he
informed me that the stop switches were available and they would be installed
in Youngstown.

I have subsequently contacted Bill Plant from Youngstown, and he has informed
me that both LSM machines now have an emergency stop cord across the entire
length of the machine. They were installed around April 7, 1980.

I hope that this information is sufficient to explain the problem and corrections.
I might point out, however, that this corrects the problem only for Youngstown,
Ohio.

Should you have any additional questions, please feel free to contact me.

With kindest regards.

Sincerely and fraternally,

Representative

JF:=

Enc.
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Senator GLENN. Thank you gentlemen. I appreciate it. We may have
additional requests for information from other committee members.
We'd appreciate your response to that so that we could include it in the
hearing record.

[The prepared statement of Mr. LaPenta, follows:]
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Statement of

James J. LaPenta, Jr., Director
Federal-Public Service Division
Laborers' International Union

of North America, AFL-CIO

Before
The Committee on Governmental Affairs

Subcommittee on Energy, Nuclear
Proliferation & Federal Services

April 15, 1980

Mr. Chairman and Members of the Committee:

I am James J. LaPenta, Jr. My statement today is on behalf

of the Mail Handlers' Division of the Laborers' International

Union of North America, AFL-CIO. Our Union has 600,000 members,

100,000 of whom are employed in the postal, federal and public

sectors.

Mr. Chairman, I am here today to give you our Union's thoughts

on two legislative issues that are vitally important to our members.

One of the issues is also, or should be, vitally important to all

Americans.

Action Congress takes on the first of these issues, the broad

one of postal reorganization, will help determine whether this

nation has a viable universal postal system by the end of the

current decade. The other issue concerns itself with the on-the-

job safety of 600,000 postal workers, the nation's second-largest

work force. If Congress acts appropriately on the safety issue,

it will have taken a major step towards helping to reduce the terrible

maimings and even deaths postal workers now experience.
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I'll address the issue of postal reorganization first. I

want to get into this with some dispatch, because even as I speak,

there are moves afoot that may well "reorganize" the United States

Postal Serv.ce right out of existence. And these moves, Mr. Chairman,

are not addressed by your Bill or by H.R. 79, the House Postal Re-

organization Bill.

I'm referring, of course, to the two body blows the Postal

Service has received in recent weeks - the Postal Rate Commission's

decision to tie the hands of the Postal Service so it cannot effec-

tively compete for telecommunications business and the White House/

House Budget Committee/Senate Budget Committee proposal to eliminate

six day mail delivery.

I don't think one has to be clairvoyant to predict the result

of these two events - together they will "reorganize" the Postal

Service to a degree that even its strongest critics would eschew.

The proposed cut to a five day delivery standard is merely

the tip of the iceberg.

The cut would have a major impact on the Postal Service's

unique physical delivery apparatus.

While some major mailers do not need six day delivery and

are more interested in predictability of service (getting their

huge quantities of mail into the system on a given day and having

delivery on a given day) and in pricing (getting discounts for

doing their own mail preparation and sequencing to five or seven

digits), many other mailers and mail receivers will be unhappy

and underserviced, and will look towards alternate means of delivery.

They won't have to look far. Alternatives already exist and

the choices seem to increase daily. Consider some of these examples:

1. Newspaper and Magazine PubliShers

Many newspapers traditionally have had several ways

other than the nail to get their product to their

customers, at least in the major markets. Newspaper

routes and newstands account for a major portion of

circulation in the big cities.
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Rural newspapers and those in smaller markets and

many weekly papers are more dependent upon the

Postal Service. Elimination of Saturday delivery

will cer-ainly create chaos for them.

Magazine publishers, of course, also avail them-

selves of newsstands, and many are now experi-

menting with private delivery services.

2.Local Density Advertisers

Retailers are increasing their use of density

advertising, expecially radio and television,

and are far less dependent upon mailing circulars

than they used to be. Electronic media is almost

instantaneous. If delivery days are cut back to

five, we would expect retailers to use even less

direct mail.

Now there may be some who might applaud the

possibility of receiving less advertising mail, but

you won't find our members in that category. They know

how badly the Postal Service needs the revenues from

advertising mail.

3. First Class Business Mailers

Some 80 percent of first class mail is business

mail. This total is equally divided between business

money transactions (the payment and receipt of bills

and the sending and receiving of invoices and state-

ments) and business-to-business mail and business-

to-household mail.

A cutback to five day delivery will open the flood

gates for these heavy business mailers to accelerate

their entry and use of the services provided by

electronic fund transfer and electronic message

transmission. The office products industry already

is offering word processing services between distant
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offices via satellite. Computers talk to each other

via satellite. In Europe, systems like Prestel,

View Data and Cable TV are already providing infor-

mational and educational services directly into

homes and offices, and furnishing data on telephone

listings, airline and railroad schedules, sales at

local department and food stores and many other

services.

Interestingly, the Prestel system in England was

developed by the British Postal Service. Hundreds

of hardware and software companies took advantage

of the British Postal Service's leadership and

developed competing terminals and software pack-

ages in a government and private sector coordinated

effort to open new markets. Conversely, in this

country, the Postal Service is hampered at every

bend in the road by the White House, by competing

federal agencies, e.g., the Postal Rate Commission

and the Federal Communications Commission, and by

giant private sector corporations who want to

keep the Postal Service out of telecommunications.

4. Specialized Delivery Services

A major beneficiary of the proposed cutback to

five day delivery will be the purveyors of time-

sensitive delivery services, such as Federal Express,

Emery and Purolator. These corporations and new

service industries will continue the pressure for

further relaxation of the Private Express Statutes

because a five day delivery schedule and its con-

commitant adjustments will simply not meet the needs

of many mail users.

The erosion of the Private Express Statutes and the disman-

tling of our unique postal physical delivery network will leave
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the American people without a universal postal service with uniform

rates. The Post 1 Service will be left with mail the "cream-

skimmers" won't or can't handle - low volume subsidized non-profit

mail and mail to remote places not easily serviced. The result

will be greatly increased postage rates for the mail the Postal

Service retains or greatly increased subsidies.

Thus, not only will a vital national service - the United

States Postal Service - be headed towards the scrap heap, but in

its place will be a large number of private mail carriers seeking

profitable high density markets with profit-making, not service,

the goal.

The byproduct of this transition will be a tremendous amount

of social and political pressure brought about by the unemployment

and underemployment of a hundred-thousand postal workers.

Ironically, the governmental cost of this dislocation will

contribute to inflation. The Postal Service will not be a partner

in the fight against inflation; it will be a significant contributor,

White House and Congressional pundits notwithstanding.

It is the belief of our Union that none of these factors was

considered seriously when the White House and the House and Senate

Budget Committees decided that one way to reverse inflation was

to start the destruction of the Postal Service.

There may be a way, however, to salvage the situation or at

least postpone its impact. That would be to let the Postal Service

jump into telecommunications with both feet as the Postal Service

itself has proposed.

The path, however, is blocked by Carter Administration's

domestic policy advisers and by the inability or unwillingness

of the Postal Rate Commission to assert itself and keep the Federal

Communications Commission off its turf.
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The Postal Service offered a reasonable proposal for enter-

ing the telecommunications market. It proposed to offer nation-

wide services in which private communications carriers would be-

come agents of the Postal Service, responsible to the. Postal

Service and the people.

The Postal Rate Commission, embroiled in a jurisdictional

battle with the Federal Communications Commission over electronic

transmission rates, rejected the Postal Service's proposal and

came up with one of its own. It was offered as a compromise to

resolve its dispute with the Federal Communications Commission.

What the Postal Rate Commission's proposal really did was

to state that it had decided to roll over and play dead and not

fight the Federal Communications Commission.

The FCC is leading the Postal Rate Commission around by the

nose; it assumed the PRC's jurisdiction as a result of the Carter

Administration's "know nothing" telecommunications policy announced

last summer. The White House left unclear the jurisdictional

authority perimeters of the two regulatory agencies.

Congress now has the opportunity to beat back the FCC and

get it out of postal regulatory affairs. This nation cannot

afford the FCC playing footsie with the PRC in a battle for control

over the Postal Service.

Now, on to some specific comments on the need for Postal

Reorganization, and here I mean reorganization in the traditional

sense.

There have been no major changes to the Postal Reorganization

Act since it was passed 10 years ago, other than a subsidy bill

passed a few years ago.

There has been some minor fine-tuning, but it has not been

enough. Some major Bills have been introduced in the House and

sent to the Senate, but nothing really has happened on the Senate

side.
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So, here we - re, back again, and looking to do something

about the major areas that need work.

These areas are not difficult to identify, nor does it take

a long narrative to describe what needs to be done.

The first can of worms is the entire rate-making process.

I don't see the need to enter a list of "horribles" into the record.

It should be sufficient to state that the rate-making process is

complicated beyond belief, takes entirely too long and is prohibi-

tively expensive.

Next is mail classification. The question here is, "should,

or should not, the Postal Rate Commission be involved in mail

classification proceedings?" Our Union believes it should not. We

have publicly called for the abolition of the Postal Rate Commission.

and we stand with that statement. We see the PRC as a major im-

pediment to the efficient operation of the Postal Service.

Third is the area of so-called "experimental" postal services.

We think they should be encouraged. We have to praise the current

Postmaster General for his efforts to improve traditional postal

services and to plan, develop and offer new services.

For most of the preceeding decade, we had Postmasters General

.ho were hell-bent on destroying the Postal Service as a service

organization. Their goal seemed to be to offer less postal service

at higher prices. The current Postmaster General has reversed

that trend, and we think he and his management should be encouraged.

Another category needing attention is the public service appro-

priation. It may be futile to argue for a billion dollar subsidy

in the face of a political atmosphere calling for austerity to help

resolve inflation, but argue for it we will. It is vitally necessary

and its existence means a viable postal service.

Finally, we believe Congress should address itself to develop-

ing a concise policy on telecommunications and how it can be best

used to help ensure the survival of the Postal Service. We've

addressed that topic previously.
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The second part of my testimony today deals with the necessity

for passage of the Senate's version of H.R. 826, the Bill that would

bring the Postal Service in under the Occupational Safety and Health

Act of 1970.

Mr. Chairman, on behalf of the Mail Handler's Union and its

tens of thousands of members, I would like to thank you for includ-

ing the OSHA Bill in these hearings. As you may know, it was a

member of our craft and our Union who was tragically killed last

December 15th at the Hew York Bulk and Foreign Mail Center in Jersey

City, New Jersey.

While I hope the official report concerning the death of Mail

Handler Michael McDerftott will be presented to this Subcommittee,

I think it important to point out right now just how this young

man was kill!2. Mr. McDermott was crushed by a United States Postal

Service convcjor belt while he was loading packages on a truck.

I would like the Subcommittee to take a minute and reflect

on this young man's death. He was killed while working at his job

at a focility of the United States Postal Service.

Now, when Mr. McDermott git his job as a Mail Handler, I'm

certain that he did so with the kno 'ledge that his work involved

accepting certain risks. A Mail Haneler performs difficult and

tiring work, and because most Mail Handlers work with mechanized

equipment, packages, parcels and heavy bags, a cut finger once in

a while or an occasional bump or bruise or muscle aches come with

the territory.

But I am just as certain that Brother McDermott never thought

for a moment that he could be killed on the job. Firemen get

killed on the job - policemen get killed on the job - coal miners

and construction workers - they get killed on the job. But a postal

employee inside a postal facility? NEVERI

And yet - it happened. And I can practically guarantee it

will happen again. Serious disabling injuries take place all the
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time at postal facilities, and it is only a matter of time until

another worker is killed.

This should not be news to anyone here, however. Our Union

has been telling you, other members of Congress, the United States

Postal Service, independent investigators - just about anyone who

would listen - about the hazardous nature of postal work, and we

have been telling you for years. Yet, little has been done.

Last June, I told the House Subcommittee on Postal Personnel

and Modernization once again that the U.S. Postal Service had by

far the highest rate of disabling injuries among any federal

civilian work force. In this particular race, being the winner

means you are a loser.

That testimony last year was in support of H.R. 826, the Bill

and its Senate version we are discussing today. In its wisdom,

the House endorsed my testimony and that of many others and approved

the Bill. It still awaits action here in the Senate. Perhaps Mr.

McDermott's death will help prod the Bill along here - I certainly

hope so.

But, as I pointed out at that time, those of us who represent

postal workers are not naive. We are not living under the delusion

that OSHA coverage for postal workers will work an overnight miracle

on the hazardous conditions under which our members toil. We know

that it will take far more than government regulations and unannounced

inspections to make postal jobs as safe as they should be, MUST BE.

OSHA, in fact, will provide only one of the three "Es" our

Union believes are necessary to optimize worker safety:

THE "E" OF ENFORCEMENT

The other two "es" are Engineering and Education.

By Engineering, we mean human safety engineering; the kind of

engineering that makes it virtually impossible for a worker, even

through carelessness, to be injured by equipment at the place of

work.
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By Engineering, we mean guards and safety devices on conveyors

that make it impossible for this equipment to snag fingers, gloves,

aprons, clothes or legs. And, not only must these safety devices

work properly,but, they must also be installed in a way that will

make conveyor equipment inoperable if they are removed or disabled

for anything other than maintenance.

We probably should go even farther here. We believe postal

supervisors who force workers to use equipment on which the safety

devices have been disabled should be subject to criminal prosecu-

tion. The prosecution of a few overzealous supervisors would do

wonders in improving job safety. In fact, the threat of prosecu-

tion should extend up the chain of cowmand, so that line supervisors

who observe unsafe conditions can stop mail processing without fear

of reprisal from their bosses.

By Engineering, we mean the kind that goes far beyond just con-

veyors. All motorized equipment must be provided with absolute,

fail-safe devices so that these vehicles can be stopped dead in

their tracks in a split second.

By Engineering, we also mean workspaces with permanent, sub-

stantial overhead protection so it is impossible for debris, mail

or machinery to fall on postal employees. We want fully operational

bumper limit switches, shin plates, safety guards, properly working

doors and ramps, emergency switches, ,I guards, chain guards.

We want adequate lighting at the workplace, and more than barely

adequate ventilation. We want noise and dust control. And we want

procedures which would make it impossible for our Mail Handlers to

be forced to carry sacks that weigh more than the legal 75 pounds.

Mr. Chairman, we know this safety engineering can be accomplished.

We are not asking for technological improvements that are still on

the drawing board. If the Postal Service's plant and industrial

engineers can't - or aren't allowed - to do the job, then force the

Postal Service to hire outside experts. Just make sure these experts

know their responsibility is to the workers, and not to postal manage-

ment.

The third "E we discussed in our testimony last June was Education.
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By Education, we mean mandatory, continuous programs on the job

and on the clock for all workers and management. Many, many corpor-

ations in the private sector have extensive job safety programs

totally supported by management and labor, and the result of these

has been the virtual elimination of most work-related injuries. If

the Postal Service needs to study a "model" worker safety education

program, it need only contact the DuPont Chemical Corporation, the

industrial company whose plants are among the safest in the nation.

Mr. Chairman, Some-of the preceding testimony was presented to

Congress nearly a year ago. Seven years ago, we presented much the

same information to the douse Subcommittee on Postal Facilities,

Mail and Labor Management. Not coincidentily, the subject that day

wts also OSHA. Let me briefly quote from that testimony:

"If this Committee does its work well, it will be

saving human lives.

"The statistics show that the U.S. Postal Service

has the worst safety record of any federal agency.

In fact, no other federal agency even comes close.

The U.S. Postal Service had almost one-half of all

disabling injuries in the entire federal wodc force:

17,466 for the Postal Service, and

36,300 for all other federal agencies."

In that same year, 1973, and shortly after I testified before

that House Subcommittee, I sent the following short memo to the

National Director of the Mail Handler's Division, and to the National

Officers, the Policy & Steering Committee, the Regional Directors,

National Field Organizers and all Local Union Presidents:

"I strongly recommend that the leadership of the Mail

Handler's Union, at every opportunity presented, e.g.,

labor-management meetings, discussions with postal

management, grievance investigations, etc., vigorously

pursue this business of postal management's allowing

unsafe and unhealthy conditions to exist. There is

no defense on the part of postal management to these

conditions, and you should bear down heavily on this

matter."
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Just a couple of years later, in further testimony before a House

Subcommittee, I told Congresswoman Pat Schroeder that the Postal

Reorganization Act should be amended to at least conform with

Section 502 of the National Labor Relations Act, which provides:

.... the quitting of labor by an employee or em-

ployees in good faith because of abnormally dangerous

conditions of work at the place of employment of such

employee or employees shall not be deemed a strike

under this Act.

"It is worth pointing out that private sector workers

have had the right to stop working in the face of

dangerous conditions for more than 30 years. Postal

workers still do not have this protection."

Four years later, postal employees still do not have this protec-

tion. If a postal employee at the New York Bulk Hail Center, or

anywhere else, refuses to work off of an unsafe conveyor, he can

be severely disciplined. In most instances, that employee will

decide to take his chances and get on with his job.

That's where we are right now - getting on with the job. In

this instance, testifying about bringing the U.S. Postal Service

in under OSHA.

To explain the need for this action, we ought to take a close

look at the New Jersey facility and, indeed, at all the Bulk Mail

Centers.

The history of the New York Bulk and Foreign Mail Center

stands out like a sore thumb, even in the company of the other

Bulk Mail Centers. Its history has been one of revolving-door

management, stone age labor relations and political controversy.

Controversy, in fact, has plagued that facility since its

inception. The very site itself was the center of a major con-

troversy because of the large quantities of methane gas found

underground there.

Then you have to mix in the tens-of-millions of dollars of

cost overruns. The facility was supposed to cost $60 million;

it ended up costing $120 million.
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It was the prototype of the other Bulk Mail Centers and, as

such, was the subject of much madness and hysteria on the part of

postal management to make it work. Every aspect of the New York

Center was embroiled in controversy:

1. The concept. -

2. The feasibility.

3. The capitalization.

4. The research and development.

5. The systems and methods.

6. The equipment and machinery.

7. The cost effectiveness.

8. The projected improvements in service.

9. The human and labor relations impact.

All of these were bent out of shape to make this jerry-built

Bulk Mail Center work. The attitude on the part of the Postal

Service's Board of Governors and former Postmasters General Blount

and Klassen can be categorically described as arrogant and stubborn.

They closed their eyes and shut their ears to criticism from any

source. They stonewalled the Congress, the General Accounting

Office, independent bodies, witnesses and fact-finders, all of

whom gave devastating evidence about the problems the Bulk Mail

Centers would bring and how this facility in particular was ill-

conceived and mismanaged.

Even now, at this late date, despite the death of a Mail

Handler, the management of the New York Bulk Mail Center, and

the other Bulk Mail Centers, has not changed its attitudes. Their

operational character is still one of push-push, production-oriented,

move-the-mail and to hell with everything else.

Everything not concerned with production has been tossed out

the window. Among the concepts that have not been important at the

New York Center are employee morale, good labor relations, mainten-

ance of machinery and maintenance records. Heavy equipment is run

22 hours a day, and we've been hearing rumors that proper mainten-

ance records have not been kept for the last 18 months. We've also

been told by our members that of the 93-odd conveyors in the facility,



170

only 11 have had safety bars. You would think the death of a worker

would have shocked management into making changes. This has not

happened - a few weeks later another worker was snagged by a conveyor.

Or consider thi3: when the OSHA investigators were compiling

information about the death of our Brother McDermott, a postal

supervisor came up to the group of workers being questioned and

asked them when they were going back to work.

The mail must go through, no matter what, not even the death

of a postal employee can stop itl

I'd like to include in my testimony today quotes from the

press coverage given the death of Brother McDermott. I believe

some of the information the media has uncovered about the accident

will be extremely valuable to this Subcomittee.

In a December 18, 1979 article by Mary Jo Patterson of the

Star Ledger:

"Harry Nigro, a spokesman for the Postal Service,

confirmed reports that so-called 'limit' switches

on the sort of belt McDermott was operating had mal-

functioned regularly at the plant. Limit switches

control the movement of the belt.

"Nigro said plant officials admitted the switches

were "usually not working,' during joint labor-

management safety meetings in April and October, 1978

and January, 1979."

In an article by Patrick Clark (date and paper not marked):

"McDermott was working alone Saturday, December 15,

loading an Atlanta-bound package when his apron ap-

parently got caught in the conveyor belt. He was

alone because it was the lunch hour. The Center

operates 24 hours a day, five days a week. On week-

ends mail handling operations are reduced."

In an article by John Watson of the Jersey Journal:

"The investigation of a mail handler's death in Jersey

City has produced testimony indicating that a cut-off
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switch had been deliberately disconnected on the con-

veyor belt that caused Saturday's fatal accident at

the bulk mail center.'

"The switch was disconnected, according to the testimony,

because management officials did not want their produc-

tion lowered by frequent shutdowns caused by parcel

jans."

In another newspaper story, Watson stated:

"Records delivered to the Jersey Journal yesterday

showed that a mail handler was suspended for 14 days

last month for refusing to work in a truck which did

not have a stabilizer bar.

"The records are signed by Supervisor Robert Rivera,

who concedes that the mail handler cited safety viola-

tions for not working in the truck. The worker was

cited for failing to obey a direct order."

It is also interesting to note that when Brother McDermott

was discovered to be seriously injured (and perhaps already dead),

a technician working on the dock was forced to call Bulk Mail

Center Security for help.

The technician called Security. a postal manager's report

stated, because "the Medical Unit was closed." The one nurse on

duty was at lunch and the unit was unattended.

Hopefully, you've already seen the reports of the OSHA inves-

tigations into the accident. They point the finger of blame exactly

where it belongs - at postal management.

Mtr. Chairman, our members, and all postal workers, need this

Bill and they need it now. They do not need another Executive

Order like the one President Carter issued a few weeks ago. They

need protection that carries the weight of law, and not administrative

whim.

We would like to tell our members that the Congress of the

United States agrees with them - that the Congress believes they are

first-class citizens, and entitled to the full protection of all

federal laws, just like virtually every other working American.

Thank you.

66-919 0 - 80 - 12
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WAS-INGMT?, D.C.--The United States Postal Service is facing a certain

death warrant unless Congress acts quickly to remove the threatened

cut-back to five-day mail delivery and the restrictions on the Postal

Service's immediate entry into the growing telecommunications market.

That prediction cane today from James J. LaPenta, Jr., director of

the Federal-Public Service Division of the Laborers International Union

of North America, AFL-CIO. LaPenta was testifyij.g on behalf of the

Laborers' Mail Handlers Division before the U.S. Senate Subcommittee

on Energy, Nuclear Proliferation and Federal Services.

"Though I'm here today to testify on the traditional areas of postal

reorganization," LaPenta said,"there are moves afoot that may well 'reorganize'

the United States Postal Service right out of existence.

"I'm referring to the proposed cutbacks in mail deliveries from

ANWO P040000"1W P W&W
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six days to five. This proposal from the White House and the House

and Senate Budget Comittees is just the tip of the iceberg; it may

well be the event that leads to the eventual sinking of the Postal

Service."

LaPenta said many mailers would be left unhappy and underserviced

by the proposed cutbacks.

"flese mailers, LaPenta testified, "will look towards alternate

delivery services. Such services are already available and rpge fran

the extremely simple to the extremely sophisticated.

"he new technology of electronic fund transfer and electronic message

transmission will literally open the flood gates for major mailers

tho currently originate some 80 per cent of first class mail. About

half of that mail is adaptable to electronic message transmission. The

use of electronic message transmission by these mailers will be hastened

by a shorter delivery week.

"A shorter delivery week will also be of great assistance to the

'for-profit' corporations vho make up the office products industry.

Their increasing use of space satellites to electronically connect

word processors and coputers will be hastened by a shorter delivery

week. And we need only look to England and Europe to see what is

caving next. The British and many European nations already have in

place systems like Prestel and Viewdata and cable TV to provide

informational and educational services received directly into the

place of business or home. These services now include phone, airline

and rail listings, shopping information from supermarkets and department

stores and much more.

"It is interesting to point out that the Prtstel System now being

marketed in England is a 'child' of the British Postal System. The postal

service there was encouraged to develop the hardware technology and hundreds
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of private companies got their 'piece of the action' by developing and

marketing terminals and software packages.

"In this nation, we've got a White House that is discouraging the

Postal Service's entry, a Federal Commnications Commission that is

attempting to shove its way into jurisdiction of telecommunications,

a Postal Rate Commission that is rolling over and playing dead in the

face of pressure from the FCC and dozens of major corporations who

don't want the Postal Service involved."

LaPenta said the proposed delivery cutback would also play into

the hands of the private corporations providing time-sensitive

delivery, like Federal Express, Purolater and new coqanies now

entering the market.

'These deliverers," LaPenta said, "will continue the pressure

for further relaxation of the Private Express Statutes.

"These erosions of the Private Express Statutes and the dismantling

of the Postal Service's unique physical delivery system will leave the

American people without a universal postal service with uniform rates.

The Postal Service will end up handling only low volume, subsidized

non-profit mail and mail to places, like rural and inner city America,

where the 'cream-skimmers' feel volume is too low to generate substantial

income.

Ironically, LaPenta said, the governmental cost of the dislocation

will contribute heavily to inflation.

"The proposed cutbacks in delivery, "LaPenta said, "will not make the

Postal Service the partner in the fight against inflation that the White

House and Congressional pundits are predicting.

"The real fight against inflation, in which the Postal Service could

play a major role, could take place if tl. President and Congress took

action to bring an immediate end to the fight between the Postal Rate
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omission and the Federal Comnications Commission, the net effect of

which has been to delay the Postal Service's entry into the electronic

mail market.

"The full entry of the Postal Service into the electronic mail market

would be an extremely effective weapon against inflation in the 1980s,

because electronic mail has the potential to reduce first class postage

rates by a third, to 10 cents a message'"

off#

For further information, contact:

James J. LaPenta, Jr.
Laborers International Union

(202) 737-8320
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Senator GLENN. Our next witness, Mr. Moe Biller, president, New
York Metro Area Postal Union, of New York City.

Senator JAvrrs. Mr. Chairman, if I may?
Senator GLEN.N. Senator Javits.
Senator JAVITS. I'd like to introduce Mr. Biller to the committee.

I've known Mr. Biller for at least 25 years, perhaps 30, as the leader
of this particular union, and have had a great deal to do with him and
made it a very special point to be here this morning to hear him. 1
know of no labor leader in this field who has closer and more intimate
contact with his workers or is better able to communicate to us, what
they really want and what they really need, both.

Nor who has bad a more judicious attitude in terms of reasonable
objectivity. Bearing the needs of the public in mind for service, un-
interrupted service, and also the need of the workers for justice at the
hands of Congress. I'm very honored and pleased to introduce, Mr.
Biller to the committee.

Senator GLENN. Thank you Senator Javits. Mr. Biller?

TESTIMONY OF MORRIS BILLER, PRESIDENT, NEW YORK
METRO AREA POSTAL UNION, NEW YORK CITY

Mr. Bnar . Thank you Mr. Chairman. I appreciate the kind com-
ments of the Senator from my State. I'm going to be very brief and
certainly not read third, entih . statement, although I made that brief.

My name is Morris Biller. I am a resident of New York City and
am privileged to represUIi, in addition to the New York Metro Area
Postal union, more than 70,000 members of the American Postal Work-
ers Union in the northeast region of the United States, including
Puerto Rico and the Virgin Islands.

Today is exactly 5 months since mailhandler Michael McDermott,
aged 25 and father of an 8-month-old daughter, was crushed to death.
He was sucked into a conveyor belt in the New York Bulk and Foreign
Mail Center in Jersey City on December 15, 1979.

At that time I asked for an emergency meeting at the regional level
of the Postal Service. What they seemed to be concerned about at the
regional level was that workers "better get on with the work," and
"things aren't that bad, just because somebody was killed." This was
on December 21, 1979.

On December 28, 1979, Frank McGhee, a parcel sorting machine
operator caught his apron in a parcel sorting machine. That apron was
supplied by the Postal Service; rather than work clothes. Today we
have work clothes.

His body was jerked toward the machine's belt. Fortunately, he was
able to activate a reachable stop button and with the aid of a coworker,
successfully free himself from a near-death grasp. He suffered a
bruised head and twisted neck and was on compensation for 31/.
months. I don't know whether he finally got back to work. He had
tried several times, but had to be sent home.

Since these occurrences, congressional hearings were held before
members of the House Post Office and Civil Service Committee on
March 6, 1980. The Postmaster General gave testimony concerning his
14 point safety program.
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The first three points deal solely with the activities in the 21 bulk
mail centers in the United States. The entire proposed program comes
in the aftermath of what took place in the New York 3u1k and For-
eign Mail Center. It really adds up to a showcase display rather than
a program.

Recently, on March 26, 1980, I attended and participated in the
OSHA Closing Conference on the findings in the New York Bulk and
Foreign Mail Center. Their written report should be available within
2 more weeks. At that time OSHA said it would take 2 to 4 weeks for
its preparation. In it are the facts that five OSHA teams uncovered in
that Bulk and Foreign Mail Center which employs nearly 4,000 work-
ers. OSHA found 2,190 safety violations. Admittedly, some of them
are not of a serious nature. Although I have itemized in my notes
numbers of violations, I think they perhaps deal with questions that
were raised here before.

In any event, management contends that it corrected 653 violations.
Of course that still adds up to 1,537 violations. Would you not agree
that this is a figure which boggles the mind?

Picture these figures in the private sector and the type of reaction
they would invoke. We speak of Postal management's insensitivity
toward workers and we'll find the same insensitivity toward the public.

The OSHA team pointed out that the maintenance mechanics have
to work on their knees on unprotected ladders and catwalks where
there are no railings and where they could fall as much as 30 or 40
feet to the ground. These areas are so unguarded that it is a miracle
that more employees have not been seriously injured.

I complained about the Bulk Center before they built it because the
land it was built on was loaded with methane gas. The congressional
records are filled with documentation of this. I complained about the
Morgan General Mail Facility in New York City, not because I like
to complain; but of necessity and regard for the safety of postal work-
ers. Fortunately, with the aid of Congressmen and others, OSHA
was brought into that facility before it was opened up. Because of
their inspection, the opening of that $70 million fiasco was delayed
nearly 8 months. Thanks must go to OSHA's detection of numerous
safety hazards. But the hazards and problems continue. OSHA's
final inspection of Morgan has been delayed because they have been
inspecting other bulk centers now and OSHA itself doesn't seem to
have enough inspectors to carry on. They must return to Morgan to see
that there are problems such as trays continuing to fall from moving,
overhead conveyors.

On February 23, 1980, a bag of mail weighing 14 pounds fell from
an overhead conveyor belt-it could have been 40 pounds. It fell
a distance of about 8 feet. The bag struck Ms. Suzie Pryor on the
head, throwing her to the ground and causing a concussion.

This is long after the McDermott case; this is long after all of the
other talk. On the transportation deck, which is a very busy place, to
be able to work, employees must remove the safety rails from around
the dump holes because the rails are too close to the loading area. This
is in Morgan, a newly opened, renovated facility which was gutted by
fire 12 years ago.

As a matter of fact, prior to OSHA's visit, it was detected that Mor-
gan's fire alarm system was not connected to the New York City Fire
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Dep artment; but rather it was connected to Wells Fargo. OSHA
made them correct that immediately.

I can go on this way. Friday, March 21, 1980, several large pieces of
concrete fell from Morgan's rooftop cooling tower 12 stories to the
street. These rocks [two rocks were held up and shown] are not from
the Moon or another planet, Senator, but rather they are parts
of the pieces that fell. The pieces that fell are the size of two-thirds of
any of these windows. As you can see in my written testimony, some
rocks hit a parked car. Fortunately, nobody was in there. Ironically, it
was a new car that belonged to a postal inspector who was doing his
own surveillance around there.

In the Boston South Postal Annex, which is in my region, an asbestos
problem has been discovered. I can bring you documentation on that.
Management is still stalling as to whether this is asbestos in a form
that's going to harm people. Studies have been made, but the results
are not all in yet.

I am familiar with the President's Executive Order 12196, but I
point out it cannot be a substitute for legislation. I refer specifically
to H.R. 826, which would be fine if it included the criminal sanctions
that you have-the criminal penalties which you have included as a
provision of your proposed legislation.

Just as the others who have testified here today, I also think it's im-
portant that we have OSHA coverage as separate legislation-as in
H.R. 826.

Michael McDermott cries out from his grave on 'behalf of his col-
leagues. He does not wish to remain just another cipher. He should
bememoralized through statutory action so that other postal workers
will not suffer his tragic fate. That's why I urge that type of
legislation.

Some brief words on the budget. I'd like to give a totally different
point of view. As I point out, it's quite obvious that a major surgery
job is planned for the U.S. Postal Service. I realize that there are real
problems. Nobody is running away from them. Whether we have the
solutions, I do not know; nor do I propose that I have all of the
solutions.

But what disturbs me is what appears to be an almost military,
three-prong pincer attack to surround and ultimately destroy the pos-
tal system. I have gone through all the figures given by the various
agencies, both the 'House and Senate Budget Committees, and the
President of the United States. While the President is proposing only
a reduction of $250 million in fiscal 1981, I point out that, at least to
my knowledge, he proposes a greater reduction in fiscal 1982 of some
$644 million and some $552 million in fiscal 1983. The obvious result
of any of these cuts would be a reduction in postal service rendered
to the American people. Despite the fact that plenty of service is
sadly lacking even now.

Just 1 year ago the House of Representatives almost unanimously
voted to retain 6-day delivery. The Postmaster General himself sup-
ported it. But now he finds he must accommodate. To the best of my
knowledge, his statement is-even if the President's proposal of $250
million is accepted or becomes the law, then he would still have to wipe
out 6-day delivery.



179

There has been harsh criticism over the years about our poor postal
service. In the mind of the public, it's the 600,000 postal workers who
unfortunately bear the brunt. I think this is unfair. The public is un-
aware of the real facts and the difficult conditions under which postal
employees labor; particularly today with so much mechanization.

As you can see in my written report, I point out that the Morgan
General Mail Facility is an obstacle course. I would love the Postal
Service t9 open Morgan up immediately-at least the ground floor and
the first floor-for everybody to see this brandnew expensive facility.
I think you would be shocked out of your wits.

It's clear that everybody is looking now at this new panacea-but,
how do we reduce the mail delivery to 5 days a week? This would
only continue the downhill slide--the destruction of a universal postal
service.

I'd like to point out that in 1947 a Postmaster General thought
he had the magic key. He reduced service then-from 3 and 4 deliveries
a day to 2; and ultimately to 1 a day. Subsequently, some other so-
called reforms were instituted; and that's why we have no special
delivery service today, though the public pays for it.

The examples that can be cited are endless. The conclusions are
simply as expressed above. Budget cuts mean service cuts. Service cuts
mean cuts in quality of performance. This means less business. It's
no different than in a private sector organization.

There have been active forces throughout the years who have sought
to move the Postal Service away from Government and deliver it to
the private sector as a profitmaking venture. That would skim the
cream off the top. Five-day delivery now could mean 3-day-a-week
delivery in residential areas later. This has been projected.

The name of the game today is, and I don't say this to be disre-
spectful, to reduce the quality of life for the average person. There-
fore, we find convenient excuses and convenient and perhaps over-
simple answers.

It has been estimated that even with budget cutting or balancing,
the inflation rate would be reduced, by the end of the year, by 3/10 or
4/10 of a percent; and that would be like a ripple in the ocean.

On my way here today I read the U.S. News and World Report
business magazine, which literally said the same thing. It said the best
impact that the budget cuts would have is perhaps a psychological
impact. I don't doubt that that's important, but I think we should
weigh it against what else we face.

The Carter Administration is presently proposing to change the
retirees' cost of living allowance to once a year. OriginAlly it was quar-
terly. It had a kicker in it. Then it became twice a year; now the pro-
posal of once a year. Whose money is it? After reducing it to once a
year, I suppose the next logical move. as we go on, is to wipe out the
retirees' cost of living allowance entirely, It's really taken off the backs
of elderly people who have led productive lives and now wish to enjoy
in later years some of the fruits of their labor.

Yet, the Government doesn't mind subsidizing major aircraft com-
panies. We have seen their struggles in recent months. I myself don't
object, but I don't know why the Government has to differentiate when
it comes to Government or postal workers.
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Gentlemen, postal and Government workers are taxpayers as well as
everybody else and we should not forget it. It is high time to stop stone-
walling or scapegoating us. For three decades or more, postal workers
were at the bottom of the rung of the economic ladder. People would
say, "I wouldn't take this job" and, "it has a revolving door."

We don't intend to permit ourselves to be pushed around; and surely
not without a struggle. I don't believe that knowingly or willingly the
people in the Congress of the United States would really want to
destroy postal workers or postal services. Reductions in postal services
are not the answer. I'm not certain that the budget mania that has
pervaded the thinking in Government and business circles is the answer
either. The results of the pr-sently proposed budget, cuts for the Postal
Service can only mean further deterioration of all postal services for
all Americans.

With this in mind, I strongly urge the restoration of these necessary
funds. I've listened today and heard decent people say that this is im-
practical; and they'll do the best they can. But we talk of a $920 million
subsidy that was started in 1970. What is that subsidy worth today V

In terms of 1970, I think that's important. As postal workers, we're
willing and able to render and continue to render 6-day complete serv-
ice to the American people and we would hope that Congress would not
deprive us of the necessary tools to do the job. I do wish to thank you
for the opportunity to testify. I did not get into the electronic mail issue
or anything else..Not because I haven't studied it, but because I didn't
want to take your time. I do agree that it is imperative for the Postal
Service to be in the field of electronic mail delivery. It is necessary to
develop and continue universal postal service.

I don't think it's a matter of the Postal Service competing. But
rather, if this is the way Postal Service is going to be in the future, I
think it's rn area that we must go into.

Incidentally, regarding safety, I have with me my own notes in case
you have any questions. I had noted them at the time-March 26,1980-
that we had the closing conference on OSHA. They will all appear in
the ultimate report. But, from the notation I have here, you will be
able to see a totally different type of post office; my notes show what
kind of safety hazards are in the New York Bulk and Foreign Mail
Center. Thank you very much once again.

Senator GLENN. Think you. Mr. Biller you heard the earlier testi-
mony about the accident rate being four times greater in the Postal
Service than in comparable industries. Do you think that's accurate?

Mr. BrnzER. To be frank with you, I would not know. I do know
that the Postal Service has a greater injury rate than probably all of
the other nonmilitary governmental services combined. I do know that
we're very high up in the injury rate area. I can't give you those
figures now, but I will try to obtain them.

Senator GLENN. Why do you think that is? Is there anything in-
herently dangerous, or has there been a lack of attention to safety
procedures ?

Mr. BrizR. There are several reasons. There were some injuries
even when you had only a manual mail sorting system, but the move
into mechanization on a very large scale has increased the dangers
and therefore the injury rate. As a matter of fact I've been critical
of some of the mechanization too. I think there's been an over-emphasis
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on capital investment in the Postal Service. It's like a lot of other
things that have been done in the past. They've kind of made a fetish
out of it. The machinery is very expensive to maintain; consequently,
they don't maintain it.

As a matter of fact, it was the OSHA teams in the New York Bulk
report that were highly critical of (a) no real preventive maintenance
program. When you have machinery that cost $200,000 and $250,000,
if it's not going to be given preventive maintenance it's going to break
down; it's going to be harmful; (b) They pointed out another prob-
lem; that on safety matters, there is no direct access to the decision-
makers. Esteem for the safety officers is at a very low level. Incident-
ally, this continues. I had a regional meeting 3 weeks ago and I told
the Postal Service the same thing.

Nothing has really changed in the area of safety. Let me give you
some examples. In terms of some of the items that the OSHA team
found in the Bulk Mail Center, you're familiar of course with the
various conveyor belts on which the guards were removed. In addi-
tion, all 90 dock plates are without guards against shearing. So, when
a worker stands near that dock plate, there is the problem of cutting
his/her knees, leg, or whatever.

Other hazards are: Improper stacking, 55 instances; unguarded
ingoing ni points, 30 instances; unguarded ingoing pinch points-
these are allon very large machines.

When you go out of the Bulk Mail Center, and you come into the
areas where th& people are sitting and sorting mail on the letter sort-
ing machines, workers are unprotected when they have to get up and
pull mail out of the rear, or sweep-side of the machine. I know when
we talk of a machine, people thin of a machine the size of a sewing
machine. Now, I explain it to people.

We're talking about monsters. The letter sorting machines are about
a city block long, and about 20 feet high. They have 12 consoles and
12 operators; other people are moving about them all the time doing
other related functions. Incidentally, the speed of these machines is
regulated by management, not by the worker. There has been tre-
mendous neglect in this entire area; also when it comes to preventive
maintenance.

As I pointed out, it is very expensive to maintain machinery. But
at the same time, if running them is what you're going to do, then there
has to be a way to maintain them properly.

More violations: Twenty unlocked electrical boxes; cases of oxygen
and acetylene being stored right next to each other when they should
be 20 feet apart; no backup brakes on various machines that should
have them. Falling parts or hazards still continue. The same in the
Morgan General Mail Facility. Now they're setting in electronic eyes.
They've been talking about them for a long time, but they're not yet
fully installed. When they are, we will have to see if they really work.

For example, even on a simple type of thing where they have TV
cameras for the purpose of watching that people will not be hurt, you
have 46 instances of improper coverage. Lack of direction signs to
exits. You can see that violations range from very simple types of
things to correct to very complicated areas.

Open live electrical parts. Mr. McGhee, who was caught in a parcel
sorting machine, was explaining to me that for months before he was
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hurt there was a little electrical box near him with loose wires which
was completely open. He was threatened with suspension any number
of times because of complaining about the open box. Finally, some
supervisor must have gotten the message and he placed a piece of card-
board above that open electrical box

OSHA pointed out that because of the nature of the operation,
Ostal people tend toward confrontation on unsafe conditions for theallowing reasons:

There is no viable apparatus on the work floor for the complaint of
a worker. The worker will complain. His steward may go to his super-
visor or he may go directly to the safety officer. The supervisor will
say, "Look, I declare this place safe, no matter what. If you don't
work there, my friend, you'll be suspended or you can lose your job."

This was brought to a very dramatic pitch when the manager of the
Jersey City Bulk Center testified on January 6, 1980, in Jersey City
before the congressional committee. He stated that he made inspec-
tions himself, every morning. They asked him why he didn't observe
this machine-conveyor 23D-and see that it had a guard missing. The
manager said he did mostly housekeeping and wasn't an engineer. Now,
if the supervisor who has to make decisions on safety is not an engineer,
then the worker's point must be heard. In private industry this is the
case because of the recent Supreme Court decision on a worker's right
to refuse to work under unsafe conditions. However, in the Postal
Service, we cannot rely on that.

Perhaps some of these are areas for collective bargaining; but again,
even in the national agreement it says that management is responsible
for workers' health and safety and that they will follow OSHA specifi-
cations.

Senator GLENN. Mr. Biller, are you satisfied with the actions of
USPS in response to the death of Mr. Dermott?

Mr. BILLER. No, absolutely not.
Senator GLENN. Have the conditions at the New York Bulk Mail

Center improved?
Mr. BMLER. The only improvement-and I'm not going to take away

and be totally negative-you have continuous work by mechanics. Me-
chanics were brought in to correct the various deficiencies found by
OSHA. But by management's own admission, there are still some 1,500-
odd outstanding. They said about 3 weeks ago they were going to give
me an itemization of exactly what was corrected and what's still out-
standing. I don't have it yet.

But I say this--that when I meet at the regional level, and I met
recently with the regional safety and health committee, you just sit
with a group of tired people. I should have brought the agenda here
and quickly gone over it with you. You would have found that
everything that was complained about in the previous quarter had a
notation that, "we are looking into it." That's what keeps going on.

More than that, if an item to be corrected is a big expense item-
then I say to you sincerely I don't want to take the regional postmar
general off the hook, but-I charge that you've developed a monolith
type of approach in the Postal Service administration right now, from
headquarters on down.

For example, every manager was removed from that bulk center in
New Jersey. They are now all acting people except the top manager.
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They're all new. Yet the unsafe conditions were there when that place
opened up. The regional postmaster general at that time was Mr.
Bolger, who is now the Postmaster General. I know some people think
we've a personal vendetta. It's not a fact of life. We got along person-
ally very well when he was in New York.

But I charge that he is the greatest cosmetic surgeon that ever ran
a governmental agency. He has done the same in terms of service to
the public. If you had the time, I wouldn't say just that, I would give
you a description of all that happened in New York City, where he held
a town meeting at the behest of two Congressmen in January.

Senator GLENrN. We won't have time to go into all that this morning.
Senator JAVITS. It was my understanding, Mr. Biller, that you've

dealt with this matter very fully on the questioning so far and with
the submission of the additional material, I think you present a very
strong record, but it is my understanding that in the OSHA investiga-
tion to which you are referring of Michael McDermott's tragic death
that the situation appeared to be one in which the safety feature on
that conveyor belt had been purposely removed to keep the mail
moving.

In other words, people knew what they were doing, but as you said
a minute ago about the need for getting the job done and the huge
console that in this case, too, whatever guard there was had been re-
moved to make the mail flow. Otherwise it would have been interfered
with. Now is or isn't that so?

Mr. BnLiR. That's absolutely so. But more than that, anybody who
is familiar with the mechanization that was placed into that facility
knew then and knows now-because the managers there have told it
to me--and that is that the machinery and equipment that was placed
in there cannot produce whatever the original claims were.

For example, when the bulk opened up, they stated that there'd
have to be at least 8 to 10 hours a day when the machines were shut
down. Because they couldn't get the work out of those machines on
that schedule, they ran those machines 22 hours a day.

They removed many of the electrical guards and the front bumper
safety guards from those machines and those conveyors. That is ab-
solutely true.

Senator JAvrrs. The other question is, it is true as you said there
were hundreds of violations that remain, some 1,500, but we under-
stand that there was a finding of a ixlatively small number of serious
safety violations, to wit, 12 by the OSHA inspectors.

Can you give us a rundown of what's happened to those from your
notes?

Mr. BuLLEi. The claim is that those 12 were corrected. But let me
say this. Those 12 and the discovery of them at that time, were merely
on that 1 conveyor belt-belt 23D. Now you have 90 of those types
of conveyors in the facility; and at least 50 others had had the same
problems. Those were practically all corrected; they are still working
on them.

As a matter of fact, mechanics had to be imported from areas in
many parts of the country working overtime in order to correct these
conditions. I should be able to get the information from manage-
ment.
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Senator JAvrrS. One last question and that is: I gather that from
what you said about the supervisor's action, respecting covering the
circuit box with cardboard, that it is a fact that there is intimidation
of employees from reporting unsafe conditions because of the danger
of suspension or losing the oh. Is that correct?

Mr. BiLFi. Absolutely. As a matter of fact, for some 3 to 4 weeks
following the McDermott death, there was a totally different attitude
and approach and the workers were listened to. You had, other than
the aftermath and the horror, the beginning of something harmonious.

But very quickly that was turned around and back to the other
way; and that is still going on yet,

Senator JAvrrs. Thank you very much.
Senator GLENN. Thank you Senator Javits. We appreciate all the

witnesses being here this morning and appreciate their response to any
additional questions that may be submitted by staff or other committee
members.

Mr. BILL. Thank you very much.
[The prepared statement of Mr. Biller follows:]
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Mr. airantn My MMia is ?.briS Biller. I am a resident of New York City and

am privileged to repesent more than 70,000 n Itrs of the American Postal

1Wckers Union in the Northeast Region of the United States, including Puerto

Riwo and the Virgin IsLands. I sa also the President of the New York Metr Area

Postal Union, the largest single postal local uirdon in the world. I wish to ax-

press XV apreciation to you for your invitation permitting ray participation in

these .i portnt hearings.

Today is exactly 5 months since Mailhandler Michael Mermott, aged 25 and

father of an B-month-old dauhter, ws crushed to death. He ws sucked into a

coveyor belt in the New York Blk & Foreign Mail Oenter in Jersey City.

On December 28, 1979, Frank Mchee, a pacel sorting machine operator,

caught his apron in a parcel sorting macine. [Us body ws jerked toamrd the

machine's belt. Fortunately, he was able to activate a reacda stop button and,

with the aid of a co-oker, successfully freed himself from the near-death grasp

of the macdne. He suffered a bruised heed and twisted neck and was on cmieaa-

tion for V mnths.

Sia these orcrences, Oingressional hearings ware held before eaters of

the HoAs Post Office and Civil Service Ckvmttee on March 6, 1980. The

Poetmaster Censral gave testimony concerning his 14 point safety program. The
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first 3 points deal solely with activities in the 21 Bulk Mail Ceters in the

United States. Ite entire prosd program ome in the aftannath of what took

place in the New York Balk & Foreign Mail COter. It really ads up to a show-

oase display rather than a program.

An 0S9& Closing Conference on the findings in the New York Balk & Foreign

Mail Oenter %as held in New York City on March 26, 1980. Tno written report

should be available within 2 more weeks. Here are the facts that five OE

teaes uaimcered in the NYBUMS, which employs nearly 4,000 workers. The CR

taIt found 2,190 safety violations. Nenagetent contends that it corrected

653. Not all of these may be of a critical nature, nevertheless, simple arith-

metic tells us that there are still 1,533 violations. Would you not agree that

1,533 violations is a figure which boggles the mind? Picture what such a

revelation would mean in a private sector company.

The 0C teest pointed out that Mointenano Mechanics have to work on their

knees on unprotected- &ers and catwalks where there aie no railings and could

fall as far as 30 to 40 feet to the ground. These mechenics could easily qualify

as tightrope walkers in a circus. These areas are so unguarded that it is a

miracle that moe aployees have not been seriously injured.

The Morgan General Mail Facility in New York City was originally scheduled

to open February 8, 1979. The opening was pos4xaed to Sepatter 1, 1979 -

thanks to CSA's detection of numerous serious safety and health hazards. Many

of theee safety hazards still exist in the Morgan General Mail Facility, which

employs about 6800 workers. Trays continue to fall fror moving overhead ca-

veyors. On Februay 23, 1980, a beg of mail weighing 14 lbs. fell from an over-

head conveyor belt, a distance of about 8 feet. The beg of mail struck Mo. 9zzie

Prycxr on the head, Lrxming her to the ground and causing a concussion.

On the transportation dock, which is a beehive of activity, eAployes nist

rne the safety rails from around the dunp bales because the rails are too
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close to the loading ara. There is not enough room to mov in the required

mtting truck. Furtheamr, to qpen the dztp hole, the employee has to straddle

the uip hole plate and lift it by hand. Ito result-nerw Lack and other

serious injuries to aqployese. he entire Facility is an obstacle, course.

On Friday, March 21, 1980, several large piecesof coete fell frun the

roofoip coaling to 12 stories to the street. LAkily, nobody was hurt.

A parked oar was demolished. Ircnicei1y, it belonged to a postal inspector.

Mom concrete later fell throuh the window into the 4th floor Ladies BNom.

Hat we wait until others are killed?

In the Boston South Postal Anex, an asvstoe problan has been discovered.

Up to this point, other than complaints fran the Union and a study made by

Managsent, nothing has really been done.

~ewutive OCder 12196 was issued by President Carter in February 1980.

Wdile this is better than what exists, it cannot be a substitute for legislation.

WR826, which would permit OCA to make uanced inspections of postal and

federal facilities, passed the House of Representatives seae tire ago.

Michael McDermott cries out from his grave in behalf of his colleagues. He

does not wish to remain just another statistic. He should be mamiralized

through statutory action so that other postal workers will not suffer his tragic

fate. I urge passage of lR826 with criminal penalties for negligence.

I would like to add sane aditinal remarks regarding the proposed budget

cuts for the U.S. Postal Service. Bemuse of the eocr dc prcoble facing our

nation, there has-been more pressure pla on budget cuts this year then in

many years. It is quite obvious that a major surgery job is being played for

the U.S. Postal Service. Presently, there is a three-pronged attack upon this

vital umminications system. 7he Hse Budget aommittee has proposed a reduction

of $836 irillicn dollars. The Senate Dxbet Quunittee has proposed to slice

$493 million dollars from the U.S. steal Sevice. The Carter Aministration

66-919 0 - 80 - 13
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in a "berwolat" od pxo a region of $250 minion in Fiscal 1981j

$6" mdllIon in fiscal 1982 and $552 million in fiscal 1983.

The obvious result of any of these cuts will be a reduction in services

rendered to the Aeric pecple and to our business cm ity. Just one year

ago, the It:use of Rqreefntatives voted alnt unanhicualy to retain 6-day

mail delivery. The Fostomter Genral, who until recently supported the 6-day

delivery as vital to a universal postal service, now sum to supot 5-day

delivery. ie states that if any of the ab ove uts are isnpoed he wculd have

no other choioe.

There has been s harsh criticism over the years about poor postal service.

In the minds of the public, they hold the 600,000 postal rkers resreible.

That's because they are unaware of the. real facts and of the difficult orndi-

tion under wtich postal employees labor. -

It is clear that the immediate 'panac" is to reduce mail delivery from

6 days a week to 5 days a week. This wuld continue the dwnhill slide t ward

the destruction of the universal postal service. Tnsdetericrationwas trig-

gred as far back as 1947 when mail delivery was reduced frao 3 and 4 delivery

trips daily to 2 and finally to 1. ateequmntly other so-called reformss" were

made which resulted again in poorer service. Special delivery mail was ceo-

tralived so that thee is no real special delivery service today, although the

public pays for it.

I can cite endless l .- is would be too tedious to listen to and

too time cammning. Te conclusions are smply as eqxssed above. aet

cuts mean service cuts. Service cuts im cuts in quality of perft onsn. This

means less business, just as it does in the private sector. There are active

fOres WhO seek to the postal service away from goverant and deliver it

to the private sector as a profit making venture. They would skim the cream off

the top. Five-day delivery now could well mean 3 day-a-week delivery in irei-
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dental acres in a short while. The of the game today is really to reduce

the quality of life for the average person. Therefore we find convient

and cavnie t answers.

It is frankly admitted that even with all the budget cutting or balancing,

the 19% inflation rate would be reduced about .3 or .4% in a year-- ripple in

the ocean.

The Cartr nistrati n is also proposing to change the retirees' Ost of

Living Allcoance to a once a year deal from the present twice a year. It claie

that this will save $1 billion dollars. That's a lot of money. But, wise

money is it? It belongs to the elrlyr to these who led productive lives and

now wish to enjoy in later years sane of the fruits of their laor. After re-

ducing this Coet of Living Allowance to once a yeaz the next logical move is to

wipe it cut. Hmw cruel can we be?

Goverment doesn't mind subsidizing major aircraft companies, autcrioile

ccfpnies, or whatever in the private sector. It's perfectly all right for the

taxpayers to cary the burden when a major private company's exist is threat-

ened. G len, postal and govermet workers are taxpayers as well. It is

high tine to stop stonewalling or scapegoating postal and government workers.

For three dees or ioe postal workers were at the bottom rung of the ecxnic

l Wer. We will not permit ourselves to be pushed down again; surely not without

a struggle.

Induction in postal services are not the answr. The budgetmania that has

pervaded the thinking in goveniet and business circles is not the answer.

The results of all presently proposed budget cuts for the Postal Service can only

mean furth deterioration of these services for all Americans.

It i with this in mind that I strongly urge the restoration of thee

sothat the American people can receive the quality of service to

which they are entitled. Postal workers are willing and able to render this

swvice. Dml't let the Corss riw us of the necessary tools to do the job.

I wish to thenk you again for the opotunity to testify before you today.
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Mr. GLwN. We stand recessed. We'll reconvene the hearing tomor-
row at 10 o'clock. We will hear from the mail users. We're not sure of
the committee hearing room yet. That will be announced later today.

[Whereupon, at 12:14, on Tuesda A i 15t, 1980, the hearing ad-
journed to reconvene at 10 Wednesday, April 16, 1980.]
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U.S. SENATE,
SUBcomxrrrEE ON ENERGY, NUCLEAR

PROLIFERATION AND FEDERAL SERVICES,
COMXNTIE ON GOVERNMENTAL AFFAIRS,

Washington, D.C.
The subcommittee met at 10 a.m., in room 1202 of the Dirksen Senate

Office Building, the Honorable John Glenn (chairman of the subcom-
mittee) presiding.

Present: Senator Glenn and Dr. Leonard Weiss, subcommittee staff
director.

Senator GLENN. The hearing will be in order.
The Subcommittee on Energy, Nuclear Proliferation and Federal

Services continues its hearings today on S. 2558, the Postal Service
Act of 1980, H.R. 79, the Postal Service Act of 1979 and H.R. 826,
which places the Postal Service under provisions of the Occupational
Safety and Health Act of 1970.

Yesterday we received testimony from various representatives of the
postal labor unions which focused on the importance of providing
OSHA coverage for postal workers and on the importance of main-
taining an adequate level of public service subsidy for the Postal
Service.

Today we will hear from representative of users of the mails and
that means everyone who contributed to the 99 billion pieces of mail
that were handled by the Postal Service last year.

In order to make the hearing manageable this morning, we have
divided the witnesses into two panels. The first will consist of repre-
sentatives of first- and third-class mail users. That will be followed by
a panel of second- and fourth-class mail users.

Among the issues to be explored today, besides the various pieces of
legislation before us, are the recommended cuts in the Postal Service
public service subsidy in the Senate and House Budget Committees as
well as the administration. These cuts are being directed toward the
elimination of Saturday mail delivery.

As I said yesterday, this is an extremely important policy matter
and it deserves thorough congressional consideration. Because of the
length of our witness list today, I'd appreciate it if oral statements
could be kept reasonably short. We wilI include any statement you
have, of course, in its entirety in the record at the end of the panel
testimony.

Our first panel this morning consists of three persons.
Gentlemen, welcome to our hearings. Mr. Day, perhaps you could

lead off for us.
(191)
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TESTIMONY OP EDWARD DAY, GENERAL COUNSEL, ASSOCIATED
THIRDrCLASS MAIL USERS; NORMAN HALLIDAY, EXECUTIVE
VICE PRESIDENT, NATIONAL ASSOCIATION OF GREETING
CARD PUBLISHERS; AND RICHARD BARTON, VICE PRESIDENT,
DIRECT MAIL MARKETING ASSOCIATION

Mr. DAY. Thank you Senator. I'll make this very brief.
My name is J. Edward Day. I'm a lawyer in general practice.
Senator GLENN. If I could interrupt for just a moment. Will all the

witnesses pull the mikes up close. This is a big room, and everyone
wants to have the benefit of your testimony.

Mr. DAY. Is that better, Senator?
Senator GLENN. That's fine.
Mr. DAY. I've been representing Associated Third-Class Mail User's

and other mail user groups since the so-called postal corporation re-
organization plan was first being talked about back in 1968.

Over the years, in testimony before this subcommittee and it's prede-
cessor, ATCMU has spelled out in detail why the public service ap-
propriation to the Postal Service should be substantially increased
rather than frozen at its original inadequate level or allowed to decline.

This is still very much our position. My remarks today are notmeant
as any softening of that position. However, we do not live in a dream
world. Much as it is justified in any budgetary or economic climate, we
realize that the likelihood of an increase in the Postal Service public
service appropriation this year is not promising.

If the public service appropriation could be increased even modestly,
as proposed in H.R. 79, or frozen at $920 million as proposed in your
bill, Senator, that would be better than nothing. If such minimum
relief is not forthcoming, we urge that Saturday delivery be
discontinued.

We have one important condition which we advocate if it is discon-
tinued and that is that businesses and others who think they need their
mail or do need their mail on Saturday should be able to make arrange-
ments to go to their post office or postal station and pick up their mail.
They don't have to have a lockbox to do that. You can arrange to
pick up your mail on Saturday without it being delivered to you if the
Postal Service will see that it is cased and processed.

In other words, we oppose closing down the postal system on the
weekends. But we favor a shift to 5-day delivery.

Letter carriers are protected in their jobs by their contract. However,
attrition would eliminate enough carrier slots to effect a major dollar
saving which would increase over the years. Because of inflation, whih
seems bound to continue indefinitely at a high rate, the dollar amount
of the annual cost avoidance of dropping Saturday delivery would in
real terms increase year hy year.

Third-class mailers do not need Saturday delivery. If we could get
an increase in the pphlicserice appropriation, we would be satisfied
with that. But we are likely instead to get a decrease. And any decrease
is almost certain to be permanent. So, as matter of hardheaded
business necessity, we advocate dropping Saturday delivery.

Even though addressed advertising circulars have been held to be
subject to the postal monopoly, you can lead a horse to water, but
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ou can't make him drink. It is no problem for advertisers who find
direct mail advertising postal rates skyrocketing to shift over to other
means of advertising, particularly independently printed supplements
inserted in newspapers. As all this volume is drained away from the
Postal Service, it can mean only one thing-higher and higher rates
for users of first-class mail.

Just one-half minute more on other points contained in one or the
other of the pieces of legislation.

The position of ATCMU now is that the present system for selection
of the Postmaster General by the Governors should be left as it is.

But I'd like to mention that if we should follow the proposal in
H.R. 79, to have the Postmaster General appointed by the President,
there has been a misconception that that would turn the post office
into some kind of political cesspool. If that change were made, there
is still a provision that would remain in the law which would prohibit
political interference or even political recommendation or political
communication about appointments to other positions in the post
office, high and low.

So there's no chance for going back to the old system of having post-
masters and rural letter carriers subject to political appointments, not
that that system was so bad as some people try to make out.

The second point is that we think classification issues should no
longer be in the jurisdiction of the Postal Rate Commission.

Third, we agree that the Mail Classification Schedule should not
include instructions or procedures concerning postal operations or
administration.

We think the statute should be amended to define attributable cost
in realistic terms so that we can get back to what Congress originally
intended.

We favor the sections in your bill requested by the Postal Service
relating to false representations and civil penalties for failure to pay
lawful postage. We think that where there's been a legitimate over-
sight in failure to pay lawful postage, that situation should not be
subjected to such penalties.

Finally, we oppose committing research funds to electronic mail.
We feel there is no objective proof of public demand for a postal serv-
ice presence in the electronic mail area. And we don't want to end up
with another expensive white elephant like the Bulk Mail System.
Thank you.

Senator GLEiN. Thank you, Mr. Day.
Our next witness is Mr. Norman Halliday, executive vice president,

National Association of Greeting Card Publishers.
Mr. HALLIDAY. Thank you Mr. Chairman, T would like to submit my

prepared testimony for the record and just make a short comment.
Senator GLENN. That will be fine. The testimony will be included in

the record in its entirety at the end of the panel testimony.
Mr. HALLDAY. I must admit that as I looked at this panel of wit-

nesses, I wondered what I was doing here with a former Cabinet
member and a former member of the Arlington County School Board.
Then I realized that the three of us represent those classes of mail, first
class and third class, which are the only ones that pay their way.
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I had some comments prepared, but in order to expedite the hearing
I shall merely submit my statement for the record and open myself
for questions.

Senator GLENN. Thank you. Our next witness is Mr. Barton, vice
president of the Direct Mail Marketing Association.

Mr. BARTON. Thank you, Mr. Chairman. I appreciate having the
membership of the school board placed in the same class as the Post-
master General. Some in the school board used to think it was higher,
but other than that I get along with Mr. Day.

I too, would like to ask permission to keep the record open for fur-
ther comments which we are developing now on the bill and also that
of our testimony on H.R. 79 be included as part of the record of the
hearing. The testimony on H.R. 79 before the House Committee goes
into a lot more detail on some of these issues that we have right now in
our oral statement.

Senator GLENN. Fine. That will be included in the record.
Mr. BARTON. Many of the issues contained in your bill upon which

we are testifying today have been broached in H.R. 79, which I have
asked to be placed in the record.

The key issue in your bill as far as we are concerned is section 5,
which is public service authorization and annual report. Our position
on public service funding has been clear throughout the years. We are
in favor of it, and we believe that current levels of funding are unrealis-
tically low.

The Postal Service conducts business in a way that no purely private
business would. It's fair and proper that it does so, since it is the one
agency of the Government which serves the entire population on an
almost daily basis. However, the business mail user should not be solely
responsible for paying for public'services which are not strictly needed
in a business sense. In other words, public service funding should not be
viewed as a subsidy to mailers, as it is in many newspapers, but rather
as a payment, a payment from the Treasury for services performed by
the Postal Service for the public at large.

This is not a position held exclusively by the mail industry, however.
Virtually every major study of the Postal Service in the past few
years has come to this conclusion in one form or another. The Com-
mission on Postal Service in 1977, for example recommended annual
public service funding amounting to 10 percent of postal expenditures.
The House of Representatives has consistently supported increased
public service funding.

Our concern as business mailers is simple. WA believe that it's much
easier to cut budgets than it is to cut services. Thus, we shudder at the
prospect of Congress cutting out public service funding and later
making it extremely difficult for the Postal Service to reduce service
commensurately. This would add substantially to the already irresist-
ible pressure for higher postal rates and thus, we believe, directly
fueling inflation.

We are extremely disappointed with the current level of debate
about various proposals from both houses to cut or eliminate this
funding in the fiscal year 1981 budget. Actually it is a nondebate since
it appears that very little thought and certainly no understanding
about postal realities graced the internal budget committee discussion
of this issue.
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Therefore, we deeply appreciate the opportunity to discuss this
issue with you as the expert on postal affairs.

Therefore, we're looking to this subcommittee for support of your
bill. We would like to have more, but we appreciate the bill and will
reaffirm the importance of public service funding for the Postal
Service.

In regard to the remainder of the Glenn bill, we have no specific
objections to any of it and will be happy to answer questions on the
specific sections.

I would like to make one comment on section 3 which is false
representations, investigation and civil penalties. The DMMA is
actively engaging right now in a wide-ranging program of fighting
unethical practices, and we are expanding every day our activities in
this area. So we support this part of the bill and support the Postal
Service in its efforts to strengthen its fight against mail fraud.

We support the section in principle, we are still studying the admin-
istrative procedures proposed by the legislation and don't see any
serious problems with it, but we would like to submit comments later
on in the week in the record when our lawyers get finished studying
them.

Thank you, Mr. Chairman, for inviting us to testify and I'll be
happy to answer any questions.

Senator GLrNN. Fine. Thank you. I would appreciate knowing
about any different approaches that you may have to the problem of
mail fraud. That's a difficult one for us to deal with. It was difficult
to work out legislative language. There have been an increasing num-
ber of incidents. A year or so ago, in my home State of Ohio, a place
just a couple of miles from where I live was being used as a head-
quarters for some of these activities.

I don't mean to put a provision in the bill, just because we had a
problem in Ohio. It's a general problem all over the country, as you
are aware. This is one approach to it. If you have any other approach
or any other ideas about how to control this problem, we are very open
to suggestions.

Mr. BARoN. We will.
Senator GLENN. Mr. Day, in your testimony, you say classification

should no longer be in the jurisdiction of the Postal Rate Commission.
What do you feel the Postal Rate Commission should do besides act
on formal rate cases? Should that be its only activity?

Mr. DAY. Well they have miscellaneous jurisdiction such as holding
hearings on any contested closing of a- small post office. There are
always a half a dozen of those cases going on. They have jurisdiction
on an advisory basis on anything that has to do with a nationwide, or
practically nationwide, change in service.

For example, if there were to be a decision to drop Saturday
delivery that would have to go to the Postal Rate Commission to hold
such hearings.

We feel on classification that the Postal Rate Commission is trying
to reinvent the wheel. The classification system that exists has worked
for decades. We would like to see the four existing classes of mail
enacted into law. We don't think it's necessary to have all these mil-
lions of dollars spent by people who are largely ivory tower types
studying how all mail should be reclassified by shape or some other
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impractical proposal. In a recent case, a straightout effort to try to
get a presort discount was turned by the Postal Rate Commission into
a classification case with a lot of highly controversial proposals of
their own and, as a result, that case is now 18 months old and still
going.

Senator GLENN. Do you feel, Mr. Day, that the concept of a Postal
Rate Commission is erroneous to begin with or is the problem with it
the type of people who have been chosen to serve on it? The reason
I ask that in our bill, we require certain qualifications and checks on
qualifications. That's quite different from the question of whether we
should have a PRC to begin with.

Would you favor doing away with the Postal Rate Commission
entirely?

-Mr. DAY. Well, not anymore because I don't think there is any
practical alternative. In our usual unselfish way we used to propose
abolishing the Postal Rate Commission and have postal rates go up,
not more often than annually, with the Consumer's Price Index. The
Consumer Price Index is going up so fast, we're dropping that unsel-
fish proposal of ours. And we can hardly expect, as a practical matter,
that Congress is going to get back into the postal rate setting mess.

So the Postal Rate Commission undoubtedly has to stay around. As
fas as their Commissioner personnel is concerned, theres certainly a
1,000-percent improvement over what they were when they started 10
years ago. It's getting a little better all the time, despite the quite
unattractive antagonism, recently getting to a vitriolic stage, among
members of that Commission. They are at least people with their heads
screwed on right and I think they're trying to do a good job.

Senator GLENN. Mr. Halliday, do you have any comment? Do you
think the PRC should be kept or altered, or given different responsi-
bilities or eliminated?

Mr. HALLMAY. In our statement we state that we think the power
of the Commission should be limited, if not subtsantially reduced. I
might even go so far-I'm not quite sure how you would handle rate
proceedings other than by congressional veto-as to say that the PRC
budget is one you could cut and it would not be missed.

Their over involvement in ECOM, in the classification cases and
their desire to look far behind all the Postal Service figures, I think
puts the Postal Service in a rather precarious position.

Senator GLENN. How would you establish rate cases? Would you
just let the Postmaster General and his staff make recommendations
and put them into effect?

Mr. HALLIDAY. I don't think so. I think that at one point there was a
suggestion that the Congress have the right to veto rate packages. If
I remember correctly, the original-

Senator GLENN. Yes. I am beginning to shy away a bit from all these
congressional vetoes and congressiond approval. There is hardly a
bill put through the Congress anymore without a 30-day, or 45-day,
or 60-day approval or disapproval of one House, two Houses, or some
House. It is getting so everything has to be submitted back up here
to go through scrutiny again, which I think is just adding bureaucratic
complexity.

I have been in favor of most of these measures, so I am part of the
problem, I guess. But I am beginning to shy away from congressional
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vetoes and approvals on every bill we send through. After all, we
always have the right to pass a new law, if we don't like something
that is going on.

There are too many of these congressional veto or approval laws
on the books. A lot of people agree with me. We have overdone this.

Mr. HALIAY. I agree 100 percent. It is merely, I suggest, that this
was one suggestion. Think there was another suggestion, in earlier
consideration of postal reorganization, that they establish a postal-rate
panel at the Postal Service which would be a review panel from which
you could appeal to the courts. But, there must be some other way. The

ostal Rate Comrission is unusual because it is the only regulatory
Commission I lmow that regulates only one company. Its whole busi-
ness is tho Postal Service. In fact, in the early days-

Senator GLENN. Isn't the PRC supposed to be sort of an independent
regulator for that one business, albeit, a great big and very important
business for the country ?

Mr. HALLIDAY. No question. But in the earlier days of the Com-
mission, several commissioners quit because there wasn't enough to do.

Senator GI..N. Mr. Barton, do you have any comments on the PRC?
Would you keep it or alter it, or what?

Mr. BArOn. I tend to agree with Mr. Day. I think that we have
gone too far down the line to get rid of it, although I think probably if
we were doing it again, we would do it n a different way. But, I don't
think we should eliminate the Conmission. I do agree, 100 percent, with
Mr. Halliday and Mr. Day that, in fact, the Commission has gotten in-
volved so deeply in so many issues of the Postal Service which really
should be issues that are decided by management in conjunction with
its mail users and consumers that it is beginning to seriously hinder
the Postal Service in some of its activities.

And, I think that we can find ways to direct the Commission and to
give it a more precise mandate about what it can do. One of them is,
and we would favor this at least tentatively until we have looked at
the language, taking classification out of the Commission purview.
We are involved in a situation in a case which is still pending before
the Board of Governors, which Mr. Day mentioned, which has taken
18 months. It is going to be a simple classification case. We ended up
spending four times our budget trying to comment on an extensive
number of different proposals on rate structure, and then in the end
we got a proposal out of the Postal Rate Commission in a simple
classification case which proposes to raise our rate. That strikes fear
in our hearts. We are afraid that you could take any minor classifica-
tion case, spend $200,000 talking about it, and have your rate raised.
We think that is going too far.

Senator GLEx;. Mr. Halliday, your objection to inclusion of the
Postal Service under OSHA appears to be based on the notion that
the Postal Service is being singled out from all other Federal agencies
and departments. The President has issued an Executive order, the
effect of which will be to place Federal agencies under OSHA stand-
ards as far as health and safety is concerned, under somewhat different
rules and regulations from those applied in the private sector.

We had testimony yesterday that the Postal Service has 43 percent
of all the accidents that occurred in Federal agencies with a frequency
rate record that is claimed to be four times that of comparable indus-
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tries in the private sector. With that record, what would you propose
that we do if we don't go under OSHAI

Mr. HALLiDAY. I hate to be in the position of saying that I am
against health and safety, but you have to realize that the Postal Serv-
ice operation is one of the few operations in Government which is an
industrial operation as opposed to white-collar operations.

The figures, therefore, may put the Postal Service far above the rest
of the Government. Also, to my recollection-when I was at the Postal
Service--there were a number of years when the Postal Service was
singled out for safety awards for its outstanding record.

I am merely saying that it, if my recollection serves me correctly,
that the Senate Labor Committee is now looking at the whole OSHA
picture. Legislation has been introduced which reviews the whole con-
cept of OSHA and where it should go in the future. I am saying that
probably that is the proper jurisdiction for the question of how far the
law should go to cover the Federal Government.

Senator GLENN. Mr. Day, do you have any comments on that? When
you were involved with the Postal Service was this a major problem?
Is this something that has come to pass since the Postal Service became
more mechanized, or what is the problem?

Mr. DAY. Well,. Senator, postal operations are basically more fraught
with danger than working over in HEW-unless you fall off your desk
chair over there or something. But, with all of these pallets, forklifts,
conveyer belts, heavy sacks, and often, no matter what you do, crowded
conditions, it is bound to have the potential for a great deal more in
the way of accidents.

Now, the Postal Service recently hasn't been functioning completely
insulated from OSHA. OSHA has been giving all kinds of attention
to the situation up at the bulk mail facility in New Jersey and, I
think, they can get in the act. But I think OSHA will have to be real-
istic about what the expense aspect is. There is a tradeoff there. The
Postal Service is already squeezed to death for money and if OSHA
issues a lot of blanket edicts about astronomically expensive changes
that have to be made in facilities all over the country, they have, in
my opinion, got to have it paid for out of general revenue and not by
the mail users.

Senator GLENN. The comparison yesterday was made not only with
other Government agencies, but with outside industry too. The claim
was that there is four times the accident rate in the USPS as com-
parable or similar industries in the private sector. That is a rather hor-
rible rate. Do you think that's a valid statistic?

Mr. DAY. Well, I don't know what those other industries would be.
But, I can certainly see that a stamping mill or a place where you use
a lot of cutting equipment and so on, would have a bigger accident
rate than the rate at the Postal Service. But, I don't think it is because
of lack of interest or concern with the problem. It is because it has been
very hard to keep the facilities up to the best standards possible be-
cause of money squeezes and there has been overcrowding.

There is a terrible problem at all postal facilities of size and also as
far as availability of room for the trucks to get up to the loading docks.
There is great potential danger because of that kind of traffic. I do
think, and I don't know whether it has been discussed here earlier, I
do think that it is a mistake to have the States in the act also if OSHA
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is going to have this jurisdiction. The Postal Service is a national,
Federal organization and I think it ought to be regulated by OSHAonly and not by each of the individual States with possibly inconsist-
ent regulations.

Senator GLENN. Thank you.
Mr. DAY. Back for just a minute to the Postal Rate Commission. It

has been talked of as independent, but it should be realized that actu-
ally the Postal Service has no independence as to a decision by the
Postal Rate Commission on rates today. The Postal Service has to take
a rate decision and swallow it, no matter how bad it is, because by the
time the decision arrives and with the effect of COLA and other ex-
pense increases that are going on, the Postal Service has to have that
increase. Their temporary rate authority is going to run out very soon,
so they have to take whatever the Postal Rate Commission dishes up
to them.

I think there would be a great deal of advantage in either making
the Postal Rate Commission more of an advisory body to conduct all
the hearings vnd bring it all out in the open, or to give the Postal
Service a chance, possibly within some percentage limits, to modify at
once what the Postal Rate Commission does on rates. Because as of
now, the Postal Service has no independence. They have got to swal-
low it,.

Senator GLENN. Mr. Halliday, on page six of your testimony, you
state the Postal Service estimates that the provision on reduced postage
rates will amount to about $10 billion in lost revenue. What is the
basis for that figure?

Mr. PALLIDAY. If it says $10 billion, it is a typographical error. It
should be $10 million. That came out of the testimony of the Post-
master General before this committee, I believe.

Senator GLENN. Oh, all right. We will correct that in the record.
Thank you. Isn't the citizens' rate proposal simply a proposal to estab-
lish -permanently a separate and distinct new class of mail?

Mr. HALLIDAY. I would think so, yes. It could be considered a sub-
class of first class. This is not unusual. I think in second class, you have
some 23 subclasses of mail.
. Senator GLENN. Are there any estimates as to what this would do

to volume? Volume is going up steadily after predictions some years
ago that it was leveling off or going down. We are up over $100 billion
a year now where we thought we were leveling off et $80 billion back
just a few years ago.

Mr. HALLTDAY. What we are trying to do with the citizen's rat is
to encourage the use of the mail by citizens. We are talking about a
rate which in fact would do that. There has been tremendous inroad.
into the 20 percent of mail that the citizens send. The telephone has
replaced a great part of it. And, what we are trying to ;ay is that there
has got to be some criteria rather than economic criteria to set rates.

Senator GLENN. Well, do you feel that the citizen's rate would carry
its own as far as expenses of handling that mail are concerned?

Mr. HALLIDAY. No; the problem that we have run into is that if you
break the citizen's mail out of the mainstream, it costs more than the
regular first-class letter costs to handle. We are saying that somewhere
in the structure of the Postal Service, Congress must dictate that there
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has to be some room for factors other than economic to determine what
rates should be.

The same consideration which has been given to publications his-
torically in this country-that there is some value to the enhancing of
communications and to the dissemination of information. Economi-
cally how do you determine this? You can't. The criteria we look at in
rate case, though, are strictly economic criteria.

Senator GLEiNN. We have tried for the last couple of years to get as
much information on attributable costs as possible, so we could Low
exactly what we wanted to subsidize and what we didn't. That has
been a difficult task. I think we do have a little better handle on it now
than we had some time back. A citizens' rate would throw a slightly
new equation in there. We are trying to figure up what the amount of
subsidy the USPS should have. We would like to know as much as
possible about what is going to be attributed to that subsidy. We also
need to know if it is going to be a general subsidy for a Government
service because we do have to maintain post offices which are not ef-
fective, and so on. These are very difficult determinations and I won-
der if the citizen's rate wouldn't add to the complexity of that prob-
lem instead of helping to cure it?

Mr. HALLWAY. It possibly would. You know, prior to postal re-
organization the law provided that public service included category of
appropriations we now call revenue foregone. Those were considered
public services at that time. And, the more that I think about it the
more that I realize that probably that is true. What is the value of
dissemination of information to the public? Certainly you can't put
any economic value on it. So, at some point you do have to say that
there are certain values to certain pieces of mail that you can't place
a dollars-and-cents figure on.

Senator GLENN. As I mentioned the other day to some people, it is
difficult to put a value on what it means to have a post office in the
middle of a town where the town takes great pride in that post office
being there. It is almost a symbol of being part of that country, in
some areas. How do you place a value on the expense of keeping a post
office open in places where straight business considerations might dic-
tate that you would close it?

One persons testimony indicated that there are 90-some post offices
open in the Washington area as opposed to three UPS facilities.

Mr. HALLIDAY. I can't question your judgment as to which post of-
flees should remain open and should not. All we are saying in our
testimony is that if Congress decides to keep small post offices open,
they should pay for those post offices. I am saying that whenever you
determine that" public service is necessary-that service which rate-
payers shouldn't have to pay for-Congress should pick up the bill
for that service. The taxpayers pay for that service. To date, you have
paid less. Up to now, you, Congress, has paid $920 million, out of an
estimated $2.8 billion of public service. And the ratepayers have had
to pick up that extra $2 billion. In fact, in first class it means that if
we didn't have to pay that $2 billion we would most likely have a
13-cent stamp today.

Senator GLENN. I think a 1-cent change in first class is estimated
to raise somewhere around $800 million on the current volume. So, a
$920 million subsidy, even if you applied the whole works to first class,
wouldn't make more than a 1-cent or a 1 -cent difference.
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Mr. HALLWAY. But there are roughly $2 billion worth of public
service costs that the ratepayer is picking up. In other words, Congress
is only picking up a small share of the total public service cost. What
we are saying is that logically that cost is not a cost the ratepayer
should pick up. You can never reach the true economic cost of a service
provided to us if you are going to load it with $2 billion of public
service cost. And by doing that, the dilemma is that if you put this pub-
lic service cost on ratepayers, you have a cost for rates which is not a
true economic cost. And you are going to drive mailers out of the mail
system. We have already seen this happen in second class.

Senator GLENN. I don't know whether you have had time to go over
the legislation I introduced yesterday. You may want to study it. I
know you all favor a higher subsidy and would like it to be higher
than the $920 million that I proposed in the bill.

On balance, do you favor the bill or are-you against it?
Mr. HALLWAY. In our testimony, we go selectively through each

section of your bill. As far as I am concerned, putting that $920 mil-
lion public service subsidy in there is a profile in courage, particularly
in light of what the Budget Committee is doing to the public service
subsidy.

Senator GLENN. Well, I don't know how well we will succeed in
holding that. I wouldn't guarantee it being upped, I know that.

Mr. HALLIDAY. It is going to be tough, we realize that.
Mr. BARTON. I can say, on balance, that we would favor the bill.
Senator GLENN. Mr. Day, do you favor the bill?
Mr. DAY. Yes; we favor it, Senator. As I say, we see the facts of life

as far as aJl the pressures to try to cut down the Federal budget. On the
other hand, there is about $100 billion in the total Federal budget for
various subsidies of one kind or another and we don't believe that this
postal appropriation should properly even be referred to as a subsidy.
It is to take care of just a part of the cost the Postal Service incurs in
providing services it would not provide if it were a private profit-
oriented institution. We think your bill is much better than having no

bill at all and that it has many positive features in it that are quite help-
ful. And, particularly, we are anxious to, as a minimum, see the annual
decrease in the public service appropriation halted and to have it frozen
where it was back when the bill was passed in 1970.

Senator GLENN. Thank you very much, gentlemen. I appreciate your
being here. If you have any additional comments that you wish to
make, we would be glad to have them submitted for the record. We
would appreciate your responding to any additional questions the staff
or the other committee members may have after they have reviewed the
record this morning.

Thank you very much for being here.
Messrs. DAY, BARTON, and HALLWAY. Thank you, Senator.
[The prepared statements of Messrs. Halliday and Barton follow:]



202

THE NATIONAL ASSOCIATION
OF GREETING CARD PUBLISHERS

SUBCOMMI

STATEMENT OF

NORMAN S. HALLIDAY

EXECUTIVE VICE PRESIDENT

NATIONAL ASSOCIATION OF GREETING CARD PUBLISHERS

BEFORE THE

TEE ON ENERGY, NUCLEAR PROLIFERATION, AND FEDERAL SERVICES

OF THE

UNITED STATES SENATE

COMMITTEE ON GOVERNMENTAL AFFAIRS

ON TdE PROPOSED

'POSTAL SERVICE ACT OF 1980"

April 16, 198 0)

000 Penwylvanla Avenue. S. R. * Suite 300 * Wems D.ton, . Q 20003 o Tel. (202) 543-3806

f



203

Thank you, Mr. Chairman and Members of the Subcommittee on

Energy, Nuclear Proliferation, and Federal Servicen, for the orpor-

tunity to present our views on the proposed "Postal Service Act of

19800.

INTRODUCTION

I am Norman Halliday, Executive Vice President of the National

Association of Greeting Card Publishers (NAGCP), the national trade

Association of the greeting card publishing industry. Our members

produce about 85 percent of the over five billion greeting cards

mailed annually in the United States. These cards are distributed

through a retail network of about 150,000 outlets located throughout,

the 50 states.

As most of Congress seems to be avoiding substantive postal

issues as if they were a plague, it is encouraging that you, Mr.

Chairman, have come forward with proposed postal legislation.

Your willingness to explore the problems of the Postal Service

and develop solutions to those problems is commendable. While

the Postal Reorganization Act of 1970 did make massive changes

in the old Post Office Department, the bulk of which were for the

better, the experience of the past ten years has nonetheless shown

that some mid-course corrections are necessary.

All proposed legislation contains some good points, some bad

points, and sometimes avoids entirely real areas of concern and need.

With this in mind, the balance of my comments shall address tour

proposed bill section-by-section. Before beginning that critique,

however, I would be remiss if I failed to mention that my organization

is disappointed that your legislation does not contain some language

66-919 0 - 80 - 14
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which addresses the concept of Citizen's Rate Mail. I shall have

more to say on that issue at the conclusion of my testimony.

SECTION 2 -- OCCUPATIONAL SAFETY AND HEALTH

It is difficult to oppose this section because in doing qo

it might be assumed that we oppose safety and health. That, of

course, is not the case. We do not believe the Postal Service should

be singled out from all other federal agencies and departments to

be included under OSHA's jurisdiction.

The track record of the Occupational Safety and Hfealth Admin-

istration over the almost ten years since its inception does not

inspire confidence. According to the Agency's own figures, the

rate of serious injuries is up 25%, the severity of these injuries

is up more than 34% and the Agency is conducting fully half of its

inspections without even issuing a single citation. Of course, the

injury rates for the past ten years may well have been much higher

had it not been for OSHA, but the fact remains that, prior to the

Agency% inception, serious injury had been on the decline.

Unquestionably, a double standard does exist: there is one set

of rules for industry and another set for the government. However,

it is our belief that the entire question should be examined by the

Senate Committee with the appropriate jurisdiction. In the interim,

we oppose inclusion of the Postal Service alone under OSHA.

SECTIONS 3 AND 4 -- FALSE REPRESEN-ATION AND CIVIL PENALTIES

It is our understanding that these two sections, along with

Section 12, Protection of Postal Property have been included in this
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bill to deal with partLicular. problems confronting the Postal

Service. We support all three of these provisions.

SECTION 5 -- PUBLIC SERVICE AUTHORIZATION

After the meat ax micro-surgery performed by the House and

Senate Budget Committees on the public service appropriation of

the Postal Service, your proposal to increase and level off the

public service authorization at $920 million is indeed refreshing.

No one area of the Postal Reorganization Act is so little understood

by Congress and in no one area has Congress so steadfastly failed to

meet its responsibility. Congress has historically assigned the

bulk of the estimated $2.8 billion public service costs unfairly

to the postal rate payers. They should not be. The principle bene-

ficiary of public service is the public. It should either pay the

costs of these services or be willing to forego them.

In the Washington metropolitan area alone there are over 90

postal outlets, some located through informed marketing techniques,

others through political persuasion. In the same area, the highly

successful United Parcel Service maintains only three outlets.

This excess of postal outlets exists solely for the benefit of the

public and as such should be paid for out of public funds. Mr.

Chairman, your proposal to increase public service funding is a

step in that direction, even if only a small first step.

We are not advocating that Congress fund the estimated $2.8

billion cost of present public services. We are suggesting that

Congress determine, in cooperation with the management of the Postal

Service, what public services are essential to the principle mission
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of 'the Postal Service, ie6 services and pay for those services out

of public funds. Non-essential-services could then be eliminated

and the resulting savings passed on to the taxpayers or more

appropriately, to the ratepayers, who now foot the bill for the

bulk of such services with no say in their maintenance or elimin-

ation.

It may well be that the sixth day of delivery in this country

is no longer necessary. But that determination should be made on

the basis of its impact on service, not on the fact that the cost

of a sixth day of delivery happens to be a convenient amount to cut

from the budget.

If Congress were logically to approach the problem of public

service and its funding, two additional areas should be evaluated.

Prior to reorganization, under title 39 of the United States Code,

those items which now are generally classified as "Revenue Foregone"

items were considered public services (former 39 USC Sec. 2303 (a)

(1)). We feel that such items fall more logically into the public

service category and s-u-d-be- dsidered as such by Congress. In

the process it may develop that some items, such as Free Mail For

The Blind, should rightfully appear in the budget for the Department

of Health and Welfare. That agency could then reimburse the Postal

Service for the cost of such mail. We are not advocating the

discontinuation of free mail for the blind. We merely feel that it

is not an appropriate Postal Service budget item. Of course, this

action will not reduce the overall government outlay, but it would

allow the Postal Service budget to more adequately reflect its major

mission, postal service, and not social service.
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If Congress should eliminate all public service appropriations

for the coming fiscal years, leaving the rate payers to pay the

remaining and major portion of those costs, would the attorneys for

those rate payers, in the next rate case, be obliged to propose the

elimination of certain public services since these services and

their costs impact the rates they will ultimately pay? Or is

Congress saying that these costs will be borne by rate payers ad

infinitum without their having any say as to their amount or

necessity? If the latter is true, then Congress is only

escalating the exodus of mailers from the Postal Service and accel-

erating its demise.

ANNUAL REPORT

Congress, as the representative of the stockholders, the owners,

of the Postal Service has the right and the obligation to review and

examine USPS operations in whatever detail it believes necessary.

However, such oversight should be exercised in a manner that does

not become overburdensome or of little benefit in relation to the

cost involved. In addition, Congress should not involve itself in the

day-to-day operation of every phase of postal life. The past record

of Congressional overinvolvement is best demonstrated by Section 510

of former title 39, which by law allowed the Postmaster General to

dispose of wastepaper.

SECTIONS 6 AND 7 -- MAIL CLASSIFICATION AND COMMISSION DECISIONS

While the full impact or need of these two sections is not

readily apparent, it does seem that their effect is to enlarge the

powers of the Postal Rate Commission. We strongly oppose any such

enlargement. In fact, we would suggest that the present questionable
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areas of power of the Commission be more clearly defined and more

fully limited.

In most of the recent decisions of the Commission, we have

seen a desire to become more fully involved in the decision making

powers which rightfully belong to the Postal Service Board of

Governors. In the E-COM case the Commission not only rejected the

USPS recommendation, but substituted its own proposal for the

Governor's. We do not believe that decision making powers should be

separated from the responsibility for those decisions. The Commission'

role is and should be no more than to ensure that a recommendation

from the Postal Service is neither arbitrary nor capricious and that

the USPS proposal is reasonable in light of the facts before it.

The Commission should not be allowed to replace the judgment of the

USPS management, unless and until it similarly assumes the full

responsibility for executing that decision. In short, the PRC

role should be one of calling the "balls" and the Ostrikes".

SECTION 8 -- REDUCED POSTAGE RATES

Based on Postal Service estimates, this provision will amount

to about $10 billion in lost revenue. While the merits of this

proposed change are noteworthy, the monies involved might be more

productively used by adding thema to the public service funds

proposed in Section 5.

SECTION 9 -- POSTAL RATE COMMISSION BUDGET

We have no objection to this long requested change in the law.
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SECTION 10 -- QUALIFICATIONS OF GOVERNORS AND COMMISSIONERS

For some time the qualifications for both the Governors and

Commissioners have demanded more clear definition. Too often we

have seen pripr administrations use these positions as a political

dumping ground. However, the proposed qualifications do cause us

some concern. Why, for example, consider "the management of large

public service organizations" as a necessary skill, but when addressing

"major enterprises" consider only the "financial guidance"? Your

proposal is headed in the right direction, but should be changed to

provide greater consistency of criteria.

SECTION 11 -- SERVICE OF GOVERNORS UNTIL SUCCESSOR QUALIFIES

This change in the law is necessary and we support it.

SECTION 12 -- PROTECTION OF POSTAL PROPERTY

With the assumption that this provision will aid the Postal

Service in the more efficient operation of the service, we support

this proposal.

SECTION 13 -- SIZE AND WEIGHT LIMIT

This, more than any other provision in postal law, demonstrates that

Congress should leave the day-to-day operations of the Postal Service

to postal management. At almost every congressional hearing on the

parcel post business, USPS management has been criticized for its

failure to hold or recapture its parcel post business. At the same

time, Congress has done nothing over the past ten years to remove the

archaic size and weight limits to allow the Postal Service to operate
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efficiently and effectively. This provision has been in almost

every postal bill and has yet to become law. The present limits in

the law are ridiculous, spawned in a bygone era by a company which

is no longer in existence. If the time for any idea has come, the

enactment of this section is long, long overdue.

CITIZEN'S RATE MAIL

As you know, Mr. Chairman, this Association has been involved

for some time in an effort to obtain a postal rate which would

encourage individuals to use the mail. We have met with Congressmen,

with the Postal Service management and rate technicians, with just

about anybody that is willing to meet and discuss this concept.

Today, we still do not have such a rate, and without some form of

Congressional directive, the future is indeed dim.

Today, every Postal Service effort is directed toward the mass

mailer and the econ omies of scale. The individual is benefited

less and less by the delivery system which was originally established

to encourage citizen communication. We do not want to see the

individual mailer in the same position as the farmer in the thirties.

At-that time, the price of phones and electricity was prohibitive in

rural areas because of economies of scale in the utility.industry.

Had it not been for government intervention and the establishment of

cooperatives, many farmers today would still be without those services.,

This is not a defense of cooperatives, that is another issue.

Rather, it is an attempt to point out to this subcommittee and

hopefully to Congress, that the economies of scale envisioned by the

Postal Service will not benefit the individual, but will eventually

force him to other means of communication. It is time for Congress
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to say that this should-not happen, -that modern hard copy delivery

methods should be priced within the reach of the average citizen.

In the past, Congress has encouraged publishers to use the

Postal Service with the idea that the dissemination of information

develops a more informed and enlightened citizen. Is an individual

letter or card from one person to another any less important to this

nation than a mass-produced consumer publication? We believe not.

And we believe the Postmaster General is of the same opinion. A

copy of his remarks at the First-Day-Of-Issue Ceremony for the Letter

Writing Stamps is attached to our testimony. He states that "Letters

are truly a treasury of our lives." Should we allow them to become

relics of the past? We hope that this Congress will not allow the

trend'towards economies of scale to price individual written commun-

ication out of the marketplace and our lives. We urge you to consider

additional rate and classification criteria which will remove economics

as the sole rate setting criteria and add criteria to encourage the

continued use of the mails by the individual citizen.

RATEMAK ING METHODOLOGY

Perhaps no one-area is of greater concern than the proposed

changes in the Postal Rate Commission's rate making methodology.

Even though your proposed bill does not address this subject, I

feel certain that most of the witnesses appearing before you will

comment on this area which is of such import to them. In your

consideration of the economic theories they or anyone else might

advance, I urge you to bear in mind that after all the "inverse

elasticity of demand" and "short term variable" and "long term

variable" dogma is scrapped away, all that remains is an economic
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theory advanced by each party to provide the most advantageous

postal rates for his own group of mailers.

We do not oppose reasonable rates for the benefit of other

mailers or competitive Postal Service pricing. We do oppose any

system of accounting which will load the costs of other classes onto

the first class mailer, who has no other means of delivery. Any

system of rate making methodology can only be considered fair and

reasonable if it is fair and reasonable to all the parties using the

Postal Service.

CONCLUSION

Thank you, Mr. Chairman, for this opportunity to testify. I

shall be happy to answer any questions you might have.
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REMARKS
WILLIAM F. BOLGER

POSTMASTER GENERAL
FIRST DAY OF ISSUE CEREMONY

LETTER WRITING STAMPS
WASHINGTON, DC

FEBRUARY 25, 1980

Thank you and good morning, ladles and gentlemen. I am delighted to

share this occasion with you, primarily because I know the colorful, happy-

looking letter writing stamps we are dedicating will be a source of delight

to millions of Americans throughout the country.

These miniature works of art -- these traveling billboards -- will help

us remind everyone of the importance and the fun of writing and receiving

letters.

The Postal Service is proud to issue these stamps. And we are happy to

cooperate with the National Council of Teachers of English to promote National

Letter Writing Week.

It is also most fitting that this ceremony take place here at the

Library of Congress, one of the outstanding educational institutions of the

world. Within its buildings, It houses magnificent collections of books,

manuscripts, music, prints, maps, and, of course, letters. This Library serves

not only those who cherish the achievements of the past, but those who will

contribute to the accomplishments of the future.

We are sponsoring National Letter Writing Week, and issuing these stamps,

because letter writing is a special way of communicating with one another. The

telephone is a valuable instrument of communication, one that Is absolutely

essential today. However, the fact remains that there are things a letter can

do that nothing else can,.and many things it can do more effectively.
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I particularly like the description written during the late 1800s by

Dr. Charles Eliot, then President of Harvard University and edited later by

President Woodrow Wilson. The words are inscribed on our Washington, DC

Post Office. This is how they go:

"Messenger of sympathy and love,
Servant of parted friends,
Consoler of the lonely,
Bond of the scattered family,
Enlarger of the common life.

Carrier of news and knowledge,
Instrument of trade and industry,
Promoter of mutual acquaintance,
Of peace and of good will among men and nations.' -

Another one I like is that of Sir Walter Raleigh. He wrote: "This Is the

triumph of letter-writing, that it keeps a more delicate image alive and

presents us with a subtler likeness of the writer than we can find in more

formal achievements of authorship."

And in the letters of Heloise to Abelard, we find probably the most poetic

description of all ... "What cannot letters inspire?" Helolse wrote. "They

have all the tenderness and the delicacy of speech and sometimes even a boldness

of expression beyond it."

But, a letter to be valued need not always be poetic. In fact, as We

emphasize in these stamps we are dedicating, letters are to be valued because

they -- perhaps more than any other form of communication -- lift spirits, shape

opinions, and preserve memories.

As part of our-participation in National Letter Writing Week, I wrote to

a number of prominent personalities and asked them to let me know how much they

value letter writing. I received many encouraging responses, and I would like to

share some of these with you.
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The one response which best illustrated the power of letters to lift spirits

was actually not written by the sender but dictated. It came from Darryl Stingley,

the New England Patriots wide receiver who was paralyzed in the 1978 football

season.

He said: OI am convinced that the feelings expressed in letters can be as

helpful as any medicine or therapy in aiding someone recovering from an injury

the encouragement, hopes, and prayers I received in the mail from my fans all

over the country have given me the strength to progress toward my goals.

"It's amazing how one letter from a stranger can be more rewarding than the

cheers of thousands in a stadium."

Bob Keeshan, known better to our children as "Captain Kangaroo, also

stressed how uplifting it is to receive a letter. He wrote: Think what it

means to a grandmother in another city to discover a mailbox with a letter from

her granddaughter. For a son away at camp, in the American Forces overseas, or

at college to get a letter from home. . .Letters become a part of everyone's

personal history. . .A letter can last a lifetime."

Perhaps this letter from E. B. White, the famous writer and philosopher,

says it best:

"Dear Mr. Bolger:

A writer who has had books published receives many letters. A few are

memorable and give him courage to go on. . .I will give you a recent example --

a letter from a young farmwife in the midwest. I have never met her. I have

heard from her a few times, and she knows I am old and have lost my wife.

She closes her letter with these words:
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"Your books have seen me through many things and even when they will

no longer rest on the shelf, when the shelf is torn down and this old house

no longer stands, they will be with me -- wherever I am. . .1 hope that life

at 80 holds many things dear for you -- that the sun pushes you out of bed in

the morning, that sleep comes easily at night and that dreams are sweet. That

winter brings more than cold and that your heart is warm. I wish everything

that is good for you In 1980. Love.*

White goes on to say: "Such an expression, simple and genuine, sustains

a writer, lifts his flagging spirits. . .letters are important. Sometimes I

dread opening my mailbag, but I always do. . .and I know! would miss it if it

failed to arrive."

Letters are also a formidable means of shaping opinions and, indeed, of

even changing the course of human events. In the latter regard, you will

recall perhaps that it was a letter written in 1939 by Albert Einstein to

President Roosevelt that resulted in a commitment of government funds to nuclear

research and thus ushered in the nuclear age.

Finally, in these stamps we speak of the ability of letters to preserve

memories.- And what a marvelous value that isl

Like most parents, my wife and I have saved practically every letter and

card from our two daughters, from their first painfully scratched notes and

Mother's or Father's Day cards, to their letters from camp, to the notes from

school, to the ones that truly reflected their blooming adulthood.

Many families cherish such collections of old letters and post cards, some

so old they are our only link to ancestors long dead.

Congratulatory letters bring back memories of exciting times: graduations,

weddings, new babies. And letters of condolence speak of those who took the

time to say they understood, sympathized, and wished to comfort.
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Yes, letters are truly a treasury of our lives. In closing, I want to

quote from one last letter. To me, it is the most beautiful and powerful letter

ever written. The letter Is that of St. Paul to the Corinthians.
.'If I speak in the tongues of men and of angels,' wrote St. Paul, 'but

have not love, I am a noisy gong or a clanging cymbal. And if I have prophetic

powers, and understand all mysteries and all knowledge, and if I have all faith,

so as to remove mountains, but have not love, I am nothing...

"Love is patient and kind; love is not jealous or boastful; it is not

arrogant or rude. Love does not insist on its own way; it is not irritable or

resentful; it does not rejoice at wrong, but rejoices In the right. Love bears

all things, believes all things, hopes all things, endures all things.

"When I was a child, I spoke like a child, I thought like a child, I

reasoned like a child; when I became a man, I gave up childish ways. For now

we see in a mirror dimly, but then face to face. Now I know in part; then I

shall understand fully, even as I have been fully understood. So faith, hope,

love abide, these three; but the greatest of these is love.'

Can you imagine what the world would have lost If men like Paul had not

written such letters?

Now it is my pleasure to present albums containing the new Letter Writing

stamps to the following distinguished persons:

The first, by tradition, goes to the President of the United States, and

Mr. Carter's will be delivered to the White House.
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TESTIMONY OF RICHARD A. BARTON, VICE PRESIDENT/GOVERNMENT AFFAIRS
THE DIECT MAIL/MARKETING ASSOCIATION

Mr. Chairman,

My name is Richard A. Barton and I am Vice President for Government

Affairs of the Direct Mail/Marketing Association. The Direct Mail/Marketing

Association is a trade association consisting of more than 2,000 companies

engaged in all forms of direct response marketing. As such, we h',e a

broad interest In all classes of mail and the maintenance of a strong and

efficient Postal Service.

Many of the issues contained Senator Glenn's bill, upon which we are

testifying today, have been broached in H.R. 79 which is also pending before

the subcommittee. Therefore, In the interest of brevity and time, I am

Including a copy of our testimony on H.R. 79 before the House of Representatives

Subcommittee on Postal Operations and Services and ask that it be included in

the record of your hearing.

The key issue in Senator Glenn's bill, from our own perpective, is

Section 5, Public Service Authorization and Annual Report. Our position

nn public service funding of the Postal Setvice has been clear through the

years. We are in favor of it and believe current levels of funding are un-

realistically low.

The Postal Service conducts business in a way that no purely private business

would. It is fair and proper that it do so, since it is the one agency of

government which serves the entire population on an almost daily basis. However, the

business mail user should not be solely responsible for paying for public services

which are not strictly needed in a business sense. In other words, public

service funding should not be viewed as a subsidy to mailers, but rather a payment
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from the Treasury for services performed by the Postal Service for the

public at large.

This is not a position held exclusively by the mail industry, either.

Virtually every major study of the Postal Service has come to this conclusion

in one form or another. The Commission on Postal Service, for example,

recommended annual public service funding amounting to 10% of Postal expendi-

tures. The House of Representatives has consistently supported increased

public service concern.

Our concern as business mailers is simple. We believe it is much easier

to cut budgets than it is to cut services. Thus, we shudder at the prospect

of Congress cutting out public service funding and later making it extremely

difficult for the Postal Service to reduce service commensurately. This

would add substantially to the already irresistible pressure for higher postal

rates, thus fueling inflation.

We are extremely disappointed with the current level of debate about

various proposals from both Houses to cut- or eliminate- this funding in the F.Y.

1981 budget. Actually, it is a non-debate since it appears that very little

thought and certainly no understanding about postal realities graced the

internal committee discussions of the issue.

Therefore, we are looking to this subcommittee to support Senator Glenn's

bill and reaffirm the importance of public service funding for the Postal

Service. To keep the record straight, however, it must be emphasized that we

strongly support an even higher authorization.

In regard to the remainder of the Glenn bill, we have no specific objections.

In particular, we support the principle underlying Section 3, False Representations:

Investigation and Civil Penalties. Direct Mail/Marketing Association is actively

engaged in a wide ranging program fighting un ethical practices. We support the

Postal Service in its efforts to strengthen its enforcement authority
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against mail fraud. We are studying the administrative procedures proposed

by this legislation and a similar bill in the House of Representatives. We

will be happy to submit these comments to you when they are completed within

the next two or three weeks.

Thank you, Mr. Chairman, for inviting us to testify on this important

bill. I will be happy to answer any questions.
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TESTIMONY OF RICHARD A. BARTON, VICE PRESIDENT/PUBLIC AFFAIRS
THE DIRECT MAIL/MARKETING ASSOCIATION

Mr. Chairman:

It is a pleasure to testify before the Subcommittee on Postal

Operations and Services on legislation of importance for the future

of the United States Postal Service.

I am Richard A. Barton. I am the Vice President for Public Af-

fairs for The Direct Hail/Marketing Association. The Direct Mail/

Marketing Association consists of more than 2,000 member corporations

involved in all areas of direct response marketing, including the use

of the mails.

Our members use all classes of mail. Therefore, the approach

of the association is one of support for a strong, nationwide postal

system which serves all customers in an efficient and economical way.

We believe in the maintenance of a postal rate structure which

is not only fair to all users but which is also designed to maximize

volume for the postal service.

We believe that the public has a substantial need for a universal

nationwide postal system which must be financed, in part, from public

funds.

We believe that, within the legitimate constraints placed upon

it by its function as a government service, the Postal Service should

be operated in as buslness-like a manner as possible.

Thus, we support the general concepts contained in H.R. 79, as

we have supported the general concepts contained in prior postal le-

gislation sponsored by you and Rep. James M. Hanley over the past

several years. We do, however, have some specific comments about the

various sections of the bill.



222

CHAIRMAN OF THE BOARD OF GOVERNORS AND POSTMASTER GENERAL

Section 2 of the bill provides that the Chairman of the United

States Postal Service Board of Governors will be appointed by the

President of the United States and confirmed by the Senate, that the

Board of Governors will receive a small staff, and that the Postmaster

General be removed from the U.S.P.S. Board of Go-ernors.

The Chairman of the Board would be designate as Chief Executive

Officer for policy matters, and the Postmaster would be C.E.O. for ad-

ministration -- essentially, a Chief Operating Officer.

It has long been the position of The Direct Mail/Marketing Associ-

ation that the organizational structure of the Postal Service is sec-

ondary in importance to other policy issues such as the size and nature

of public service subsidies and the philosophy underlying the esablish-

ment of postal rates.

We continue to hold this view. The structure of postal manage-

ment should be one determined by Congress in conjunction with the admin-

,istration and the Postal Service. We recognize tJat many in Congress

believe strongly that the present structure of the Postal Service causes

it to be relatively unresponsive to the public and its elected leaders.

Regardless of the structure of postal management, we believe, as does

Congress, that the Postal Service should be very responsive to the

public it serves. Any structure which serves that purpose should be

encouraged.

First, the designation of the Chairman of the Board of Governors

as Chief Executive officer is confusing. It is clear that the bill

intends to make the top officer of the Postal Service a political ap-

pointee. However, in industry a Chief Executive Officer is a full-

time person who actually runs the business of which he is C.E.O.
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H.R. 79 does not accomplish this, since the Chairman of the Board of

Governors continues to operate on a part-time basis. We doubt very

seriously if a well qualified individual will be found who will be

willing to take on the title and responsibilities of a Chief Executive

Officer on a limited, part-time basis. Even if this is possible, a

part time C.E.O. would probably be ineffectual.

Second, the separation of the Postmaster General from the Board

of Governors may, in fact, do nothing but guarantee that no one with

first class management capabilities will agree to serve as Postmaster

General. Such diminution of the power, influence and authority of

that position should be considered carefully 1y Congress before it de-

cides to take this step. Any business needs a strong manager at the

top. H.R. 79 bifurcates and dilutes managment responsibility. In

other words it appears that instead of strengthening the top management

of the Postal Service, such A change will weaken it to the detriment

of the Postal Service, and ultimately, its customers.

PUBLIC SERVICE APPROPRIATIONS

One of the most significant segments of H.R. 79 is Section 3,

which would in essence eliminate the "break even" concept under which

the Postal Service now operates. The elimination of this concept is

in itself a valuable step forward. The goal of the Postal Service es-

sentially to break even has always been a misguided one. If the Postal

Service were actually a private business it would be laudatory to re-

quire it to break even, and perhaps show a profit. But the very nature

of the Postal Service as a government operated service requires it to

provide various services which are not economical and which businesses

would not, and could not, provide. No business in America could afford

to deliver to every household and business six days a week. Universal
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six-day delivery should be considered, at least in part, a public ser-

vice. The Postal Service maintains almost 40,000 outlets, of retail

stores if you will, No business could afford to maintain that kind of

infrastructure, and yet we keep these small post offices open as a

public service. Many, many other services and functions would be cited.

On top of that, the very existence of a government owned communications

network touching the lives of every American is in itself a public ser-

vice of inestimable value.

The important thing to recognize is that the businesses and indi-

viduals who use tne Postal Service should not be expected to pick up

the tab for public service costs - be they explicit or implicit.

Chairman Wilson is to be lauded for recognizing this basic fact and for

providing for a permanent public service authorization to the Postal

Service. However, the amounts included in this bill are woefully inade-

quate.

Given the current drive for austerity in the government, perhaps

it is all that can be expected. However, less than $200 million increase

in the public service authorization for 1980 is an inadequate recogni-

tion of the public service functions of the Postal Service, as are the

slightly greater increases for 1981, and beyond.

As we have testified many times in the past, the public service

appropriation should more closely appropriate about 20% of the Postal

Service budget. This is supported by work done by this subcommittee,

by analysis of past postal funding, and by a Postal Service study itself

which suggested in 1975 that the appropriate level for public service

funding could, under reasonable definitions, be as much as $2.6 billion.

The Commission on Postal Service, established by legislation coming

from this subcommittee in 1975 estimated that approximately 10% of the

Postal Service budget should be authorized for public service costs.
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This would mean a public service authorization of at least $1.8 billion

for 1980 rather than the $1.1 billion authorized in H.R. 79.

Regardless which calculations might be adopted, there is a strong

opinion among postal users, and in Congress itself, that public service

appropriations are necessary and beneficial to the Postal Service. In

view of this widespread belief, it is disturbing to find that there has

been almost no progress along these lines during the last 8 years.

There has been progress, however, in increasing postal rastes.

'his progress is causing many mailers to look seriously outside the

Postal Service for alternative forms of delivery. If the Postal Service

cannot pare down its operatons to the point that a business would, (and

we are not recommending that), then we must develop a realistic formula

for paying public service costs of the Postal Service.

The debate over whether or not to subsidize has been raging since

the beginning of mail delivery in the country. Regardless of which aide

was winning at the time, the general history of the Postal Service has

been one in which public service functions have been recognized and were

provided from the public tresury.

There are good arguments against attempting to specify the exact

nature of public service costs. The foundations of the arguments are

that the Postal Service in itself is a public service and that various

functions cannot conveniently be identified as being public service or

not being public service. The task of defining and listing public ser-

vice functions was assigned to the Commission on Postal Service in 1976.

The Commission concluded that it should not and could not be done.

However, since this argument is uncomfortable for many because it lacks

specificity,wewould urge that the subcommittee again attempt to iden-

tify and define what public costs are and to provide the money to cover

them.
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Last year Rep. Corcoran introduced an amendment to H.R. 7700 on

the floor of the House of Representatives which had this identification

as its goal. The Corcoran amendment granted an unlimited authorization

for public service costs identified annually by the Postal Service.

The amendment was fundamentally defective in that it left the identifi-

cation of public service costs to the Postal Service and, therefore,-

gave the Postal Service rather remarkable control over the Congressional

authorization process. However, Rep. Corcoran was moving in the right

direction. If public service functions are to be identified, however,

Congress should take this burden on itself. If Congress is unwilling

to do so, at a very minimum, the level of authorization in H.R. 79

should be raised substantially.

POSTAL RATES - PHASING AND COST ATTRIBUTION STUDIES

The philosophy behind and structure of postal rates are touched

by two sections of the bill, Sections 4 and 6.

Section 4 would extend the phasing policy contained in The Postal

Reorganiztion Act of 1970 and extended by The Postal Reorganization Act

Amendments of 1976. Tn 1970, there was recognition that the new system

for establishing postal rates would cause rates to increase substantially

for non-profit mailers and for regular rate mailers in second, third,

and fourth-class special rate categories. The Postal Reorganization

Act gave five years for regular rate users to reach full, unphased rates,

and ten years for non-profit categories. The 1976 amendments extended

phasing to 8 years for regular rate users, excluding third class regular

rates, and 16 years for non-profits. H.R. 79 would extend those dates

even further, to ten years for regular rate and twenty years for non-

profit categories.
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The Direct nail/Marketing Association suggests this extension of

phasing. While it was recognized in 1970 that rates would increase

for second, third and fourth-class mail as a result of postal reorgan-

ization, no one in their wildest imagination predicted the kind of In-

creases which we have suffered since then. At the most it was suspect-

ed, for example, that magazine rates might go up approximately 100%.

Rates have now gone up more than 400% and of course, will go up even

further. Non profit mailers have been even more severely affected.

Extension of the phasing period is a realistic approach to help the

Postal Service maintain its volume and to provide for a time reasonable

rates for magazines, newspapers, books and non-profit materials.

It must be emphasized, however, that the phasing provisions in

the Postal Reorganization Act of 1970 were never implemented for third-

class regular rate mail. This is the category that includes the vast

bulk of our advertising mail. While phasing was authorized in the

Postal Reorganization Act, appropriations for implementation were never

recommended by the administration nor voted by Congress. The 1976 a-

mendments specifically excluded third class regular rates from their

provisions. This bill also excludes third class regular rate material.

We are not proposing inclusion, but it should be made clear that the

rate category which covers most commercial advertising mail has always

paid its full unphased rate and has returned a good profit to the Postal

Service.

As desirable as an increase in phasing is, it is merely a bandaid

temporarily covering a far more serious problem. For some time, we and

many other postal customers have been testifying about the inequity of

the Court of Appeals decision in the so-called Greeting Card Case.

Our position on this case has been extensively documented, and we do



228

not intend to reargue our positions in this testimony. We refer the

Members to our testimony on H.R. 7700 before this subcommittee in 1977

snd before the Senate Subcommittee on Energy, Nuclear Proliferation

and Federal Services in-1978.

Suffice it to say that the Court of Appeals decision contains with-

in it the seeds of the destruction of a postal rate structure which is

fair to all users and which is essential to the maintenance of postal

volume. If this decision is allowed to stand untouched, there is an ex-

treme danger that the resulting increase in rates in second, third and

fourth-class matter will drive valuable business from the Postal Service

and will ultimately mean an even greater increase for first class mail.

It will also mean a tremendous increase In the rates paid for non-profit

mail and thus a decline in funds raised by charitable organizations which

can ultimately be used for charitable purposes.

The ultimate issue is whether or not the intent of Congress in the

passage of the Postal Reorganization Act is to be honored. That Act

was designed to provide a realistic basis for reflecting actual costs

in the rate structure. But, it also recognized that it was falacious

to pretend that a straight line could be drawn between all costs and

fluctuations in the volume of one or another class of mail. The costs

which could not be directly related to fluctuations in mail were defined

as institutional costs, and the Act requires that they be allocated among

the various classes by suing some non-cost related principles such as

the value of the mail service provided each class or type of mail ser-

vice, the effect of rate increases upon the general public, and the degree

of preparation of mail for delivery into the postal system performed by

the mailer.
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Congress should not allow this important area to be pre-empted by

either the courts or the Postal Service. It is therefore a disappoint-

ment that H.R. 79 does not include the language that was contained in

H.R. 7700 approved by the Committee in 1977. This language was developed

by the Commission on Postal Service in 1977 and was one of its major re-

commendations. We would strongly urge that the subcommittee develop

language similar to that contained in H.R. 7700.

Following from this is our belief that the Postal Rate Commission

study called for in Section 6 is unnecessary. The issue has already

'been studied. First, it was studied by the Koppel Commission in the

late 1960's - leading to the rate language contained in the Postal Re-

organization Act of 1970. Then it was studied by the Commission on

Postal Service in 1976-1977, with heavy Postal service participation.

(The Postmaster General was a member of the Commission). This led to

the language contained in H.R. 7700. On the other side of the issue,

the Court of Appeals has also studied the issue.

Also, it is our understanding that the subcommittee will consider

the cost attribution process in other hearings. The proposed P.R.C.

study should, therefore, be dropped from H.R. 79. The necessity or lack

of it, of such a study can be determined after the subcommittee delibera-

tions.

While the matter is highly complex and very difficult for most

laymen to understand without substantial study, the issues are known.

It is up to Congress now to make a decision.

Another rate-related section of H.R. 79 is Section 8 which would

give the fourth class library rate to teaching aids, catalogues of books

and eligible educational material. DMMA supports this provision. It is

similar to a provision in H.R. 7700 which passed the House last year.
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It is designed to perfect language contained in The Postal Reorganiza-

tion Act Amendments of 1976. A provision of that Act granted the li-

brary rate to books sent to and from libraries. Previously the library

rate applied only to books and related materials mailed between libraries.

The Postal Service chose to interpret the language of the Act very nar-

rowly to include only books.

INDEPENDENT BUDGET FOR THE POSTAL RATE COMMISSION

Section 5 would give the Postal Rate Commission a budget independent

from the Postal Service. The Postal Reorganization Act of 1970 estab-

lished a quasi-independent Postal Rate Commission. While the conduct

of its internal affairs could not be controlled in any way by the Postal

Service, the funds for its operation were to be taken out of the Postal

Service Fund. Therefore, the Board of Governors was given the power to

approve, disapprove, or alter the Postal Rate Commission budget.

Although the Board of Governors cannot veto specific items of the

Postal Rate Commission budget, it does have life and death power just the

same. This power has seldom caused a problem. The Postal Service has

generally approved the Postal Rate Commission budget as submitted with

one fairly major exception in 1975. Although the Postal Service has

acted responsibly in the past, the possibility of future abuse exists.

It has always been something of an anomaly that the regulated entity

(the Postal Service) has financial control over its regulator.

Also, the Postal Rate Commission serves the general public by re-

viewing Postal Service rate proposals to make sure the proposals are

fair to the public. This we view as a function which should be funded

from general revenues rather than from the postal funds. Therefore, we

support Section 5.
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SIZE AND WEIGHT LIMITATIONS FOR MAIL MATTER

DMMA supports the proposal that the Postal Service may establish

size and weight limitations for mail matter after having received a

recommended decision from the Postal Rate Commission.

Since the Postal Service has broad authority to establish mailing

criteria, it does not appear to be efficient or necessary to make maxi-

mum size and weight limitations subject to law. The requirement that

the Postal Service use the procedures for classification changes in

Chapter 36, Subchapter II, title 39, U.S. Code, should provide suffi-

cient safeguards against arbitrary action.

Again, Mr. Chairman, PMMA appreciates the opportunity to testify

on H.R. 79, We have purposely kept the testimony brief, because most

of the subjects have been fully covered in testimony before this sub-

committee in the past. We stand ready however to provide any further

explanation or clarification the Members of the subcommittee might desire.
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TESTIMONY OF RICHARD A. BARTON, VICE PRESIDENT/GOVERNMENT AFFAIRS
THE DIRECT IAIL/MARKETING ASSOCIATION

My name is Richard A. Barton. I am Vice President for

Government Affairs of the Direct Mail/Marketing Association.

The Direct Mail/Marketing Association is an international trade

association consisting of 2,000 companies and 3,500 individuals

involved in every form of direct response marketing.

Founded in 1917, DMMA has consistently maintained an intense

interest in promoting and enforcing ethical practices in the

industry. We have developed an extensive code of ethics for all

forms of direct response marketing, including mail, telephone and

broadcast advertising. A copy of our code of ethics is included

at the end of this testimony.

Another example of our commitment to ethical activity are our

Mail Preference Service and our Freedom to Mail programs. DMMA's

Mail Preference Service provides an opportunity for people to

remove their names from mailing lists if they which to stop re-

ceiving unsolicited advertisments. The association broadly ad-

vertises this service in major national magazines and newspapers

and some radio and television advertising.

Our Freedom to Mail Program urges companies which rent their

mailing lists to give customers an opportunity to be taken off

their lists before the lists are rented. A large percentage of

our member companies which rent their mailing lists now participate

in this program.

In addition, the association is developing a similar program



233

for telephone marketing which is now in its planning stages.

While these programs are not directly related to the sub-

ject matter included in HR 6307, they do emphasize DMMA's strong

commitment to promoting ethical practices.

More to the point is DMMA's Mail Order Action Line (MOAL).

Essentially, MOAL is a bureau within the association which handles

complaints about unfair or fraudulent activities in the direct

response industry. During the past year we have handled over 55

complaints nationwide. Most of these complaints are handled simply

by contacting the company involved and working out mutually sat-

isfactory arrangments. The more difficult complaints undergo

rigorous study and investigation by the structure established by

DMMA to promote ethical practices and resolve problems within the

industry.

To this end, DMMA has established a fully staffed, professional,

ethics department. It is headed by a Director of Ethical Practices.

The Director is responsible for liason with Better Business Bureaus,

The Postal Inspection Service, consumer affairs groups, and other

agencies and organizations which may be involved with fraud

or false representation in direct response marketing. He also

manages a DMMA task force on companies which generate a substantial

number of complaints. He also conducts preliminary investigations

of alleged unethical practices and uses his office to attempt to

resolve the complaints before they are sent on to our Committee

on Ethical Business Practices.

This committee consists of 15 DMMA members and meets eight

times a year. Its job is to handle persistent complaints which
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cannot be resolved immediately by staff. This is essentially

done through peer pressure since members of the Committee on

Ethical Business Practices are prominent in our industry. In

particularly difficult cases, the committee will refer cases to the

Federal Trade Commission or the Postal Inspection Service if the

situation warrants.

Finally, DMMA has recently established an Ethics Policy

Committee consisting of seven members who meet six times a year.

This committee develops general ethical policy for the association.

For example, one of its major projects is working out the legal

details to allow member companies to use the DMMA logo as a symbol

of ethical practices.

These are only brief descriptions of some of DMMA's activities

to promote ethical practices We-would be happy to supply the -

subcommittee with further detailed information about any of our

programs or activities.

DMMA strongly supports the general thrust of HR 6307 and the

efforts of the Postal Service to strengthen its efforts against

misleading and fraudulent practices in the mail order industry.

We believe these practices hurt the industry and that a conserted

effort to eliminate them will be of great benefit to us all.

One of the reasons that these fraudulent practices hurt the

industry is that there seems to be a greater tendency on the

part of the public to blame fraudulent practices on the mail order

industry as a whole. This has not happened for example in retail

marketing. If a particular store is accused of shady practices,
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it does not occur to the public to blame retailing in general.

But all direct mail marketers get a black eye when one of their

numbers engages in fraudulaent activities.

Although we support the general thrust of the bill, we have

several Couments to make about the specific provisions. HR 6307,

gives the Postal Service the authority to demand any article or

service that a person offers for sale by mail. Failure to comply

with such a demand constitutes probable cause to believe that the

law pertaining to false representations has been violated.

Under existing law, the Postal Service then may issue an order

directing the Postmaster of the post office at which the mail

arrives to return such mail to the sender marked as in violation

of the law. Before the Postmaster may do this, the person suspected

of violating the law is first notified and given reasonable oppor-

tunity to be present at the receiving Post Office to survey the

mail before the Postmaster returns the mail to the sender.

The bill also provides that any person who evades or attempts

to evade the effect of the order issued pursuant to the section per-

taining to false representations and who continues or resumes

conduct proscribed in the order, is subject to a civil penalty

of $10,000 for each violation.

We favor this approach as we would probably favor any statute

or regulation that would deter fraudulent mail order operators.

Assisting the Postal Service to help bring a halt to the use of

schemes and devices used by marketers Lor obtaining money through

the mail by means of false representations has long been, and

continues to be, a primary function of this association. Thus

66-919 0 - 80 - 16
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we can wholeheartedly support the provisions of this bill that

impose civil penalties to wrongdoers.

I must raise one warning, however. Our attorneys have

raised the question as to whether the Postal Service as an "in-

dependent establishment of the executive branch of the United States

Government" has the authority to assess civil penalties without

the approval of a judge. While we have not studied the issue

closely, we would suggest that the subcommittee be assured that

the Postal Service would not be subject to legal challenge in this

area.

Subsection (f) of the proposed addition to section 3005 provides

for "due process" to be followed in determining the amount of

any penalty. We support these provisions and in particular

support subsections (f) (2), (3) and (4) as necessary to any

acceptable legislation in this area. We would suggest that in

subsection (f) (3), the notice should alert one'to the opportunity

to request the hearing provided in (f) (4).

Subsection (f) (6) provides for appeal to the Court of Appeals

of any decision of the Postal Service in this area. We certainly

agree with this right of appeal; however, we do question the provision

of the subsection which prevents the Court of Appeals from examin-

ing the facts underlying the decision to impose civil penalty.

This in essence shifts the fact finding functions from the Judi-

ciary to the Postal Service. In this case, the shift does not

appear to be necessary to the Postal Servicc's ability to carry

out the law effectively. We see no reason %hy Federal Court should

not retain the opportunity to review the underlying supportive
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facts as well as the decision rendered by the Postal Service.

Giving the court authority to conduct a trial de novo would be

an added protection against arbitrary and capricious action.

Finally Mr. Chairman, we would like to offer a non-legis-

lative proposal to the Congress and to the Postal Service. We

would be happy to offer the services of our Committee on

Ethical Business Practices to you and the Postal Service when-

ever is believed that a violation of the relevant law has occured.

If the appropriate documentation were provided us, our Committee

on Ethical Business Practices would fully investigate the matter

in the ordinary course of its administration. If the committee

felt that a violation had occured, it would turn over its entire

investigative files since the committee conducts its business

under strict confidentiality rules. We believe that the expert

opinion of our Ethics Committee would be a valuable tool for

the Postal Service in fighting false representations in mail

order advertising.

In summary, DMMA supports the general provisions of HR 6307.

We would make two recommendations for changes in the legislation.

1. Subsection (f) (3) should require the Postal Service

to inform the person against whom the penalty is

being assessed of the opportunity for a hearing

pursuant to subsection (f) (4).

2. Subsection (f) (6) should allow the Court of Appeals

to review the facts underlying a decision of the

Postal Service to assess civil penalties should such

a decision be appealed.

Thank you very much for this opportunity to testify on this

important piece of legislation.
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Senator GLENN. Our next panel will be Mr. George Larie, chairman,
postal committee, Association of American Publishers; Mr. Timothy
J. May, general counsel, Parcel Shippers Association; Mr. Art Sackler,
general counsel, National Newspaper Association, and Mr. David
Dear, American Newspaper Publishers (together); Mr. Kent Rhodes,
president, Magazine Publishers Association; Mr. Robert Saltzstein,
general counsel, American Business Press; Mr. Alan Caplan, Reli-
gious Press; and Mr. John J. Daly, Washington representative of the
Recording Industry Association of America.

Gentlemen, we know that this is a large panel this morning, but we
thought that the problems of the second- and fourth-class users which
you all represent would be best expressed if we had you all here to-
gether so we could share your views among the whole group.

Your statements will be inserted at the end of the panel testimony.
Mr. Larie, would yoi lead off the testimony, please.

TESTIMONY OF GEORGE LARIE, CHAIRMAN, POSTAL COMMIT-
TEE, ASSOCIATION OF AMERICAN PUBLISHERS; TIMOTHY J.
MAY, GENERAL COUNSEL OF THE PARCEL SHIPPERS ASSOCI-
ATION; ARTHUR B. SACKLER, GENERAL COUNSEL, NATIONAL
NEWSPAPER ASSOCIATION, ACCOMPANIED BY DAVID DEAR,
PRESIDENT OF DEAR PUBLICATIONS, WASHINGTON, D.C.;
KENT RHODES, PRESIDENT, MAGAZINE PUBLISHERS ASSOCIA-
TION; ALAN CAPLAN, CIRCULATING AND MARKETING DIREC-
TOR OF THE JEWISH EXPONENT; ROBERT A. SALTZSTEIN,
GENERAL COUNSEL, THE AMERICAN BUSINESS PRESS, INC.;
AND JOHN JAY DALY, WASHINGTON REPRESENTATIVE, RE-
CORDING INDUSTRY ASSOCIATION OF AMERICA

Mr. LAKE. Thank you, Senator. I am George Laie, president of the
personnel division of Doubleday and Co., and chairman of the Postal
Committee of the Association of American Publishers. Our associa-
tion applauds your committee's decision to take up consideration of
remedial postal legislation. The need for change in the postal laws to
produce and preserve a viable nationwide postal system is greater now
than it ever has been before.

In the interest of time, I will condense our written comments, but
I respectfully request that the full text be included in the official rec-
ord of the proceedings.

There are two points that I would particularly like to emphasize.
First., the public service authorization should not only be preserved,
but increased. To only maintain the authorization at its present level
is tantamount to cutting it. Accepting the concept of public service
requires accepting the fact that if the overall postal costs increase,
public service costs increase also.

The notion that the Postal Service can provide an effective regular
nationwide service without the public service authorization is wishful
thinking. The Postal Service's highly publicized profit last year in-
cludes the funds it received from Congress. Take away the Govern-
ment appropriation and you have a deficit operation that is in the red
by well over a billion dollars. We urge you to reject the false claims
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that this public service funding fuels inflation. It's simply specious to
regard the public service authorization as inflationary. The only al-
ternative is higher rates and possibly less service.

Speaking of rates, the costs of mailing typical books are now 450
percent of what they were in 1970 when the Postal Reorganization Act
was adopted. Since books are strictly user supported, book buyers are
directly affected by postal-rate increases. In return for getting a prod-
uct unencumbered by nonrelated advertising, the book buyer becomes
the sole source of postal dollars. The rate spiral which will ensue if
public service funding is permitted to decline will do far more harm
to book buyers and to the small local book retailers and to the econ-
omy than will continuation of this relatively modest, vitally needed
support for the nationwide mail system.

The House has recognized these considerations. H.R. 79 calls for
modest increases in the public-service appropriation. We are disap-
pointed in the Senate's bill which merely proposes a freeze of the
public-service appropriation at existing levels. Undenyably, S. 2558 is
an improvement over existing law. But the Postal Service, our indus-
try, and the American public would be better served by adoption of
the position overwhelmingly endorsed by the House of Representa-
tives.

Second, the provisions of the act dealing with costing principles to
be applied in ratemaking and with classification procedures are in
dire need of reform. As a result of the decisions by the court of ap-
peals and determination by the Postal Rate Commission, the rate-
making standard enacted by Congress in 1970 has been twisted beyond
all recognition. The consequences are rates and a rate structure which
are unbusinesslike and insensitive to the needs of mail users and the
Postal Service itself. The intent of Congress has been frustrated. Cor-
rective measures are clearly required.

No less disturbing are the cumbersome and unwieldly procedures
complicating even the simplest changes in mail classification. The
Postal Service is burdened with a bewildering array of technical re-
quirements which relate to size, shape, permissible enclosures, defini-
tion of mail types and the like. The origins of these requirements are
obscure. They clearly serve no purpose today; yet, these requirements
cannot be changed unless long, drawn out, and very often fruitless,
proceedings are first held before the Postal Rate Commission.

The Postal Service cannot even undertake experiments in offering
new or revised service without PRC approval. The cost to mailers,
to the Postal Service, and to the public, both in terms of dollars and
of innovation, is exorbitant. Although we firmly believe in the need for
checks and balances, we equally believe that the provisions of the act
relating to mail classification need to be streamlined. We are disap-
pointed, frankly, that neither H.R. 79 nor S. 2558 fully address these
matters. The resolution of these problems does not seem to be difficult
and formulations of provisions which meet them will not delay this
badly needed legislation.

Mr. Chairman, we submit that remedial postal legislation is urgently
needed. We are concerned about the distribution of educational, cul-
tural, scientific, and informational matter to our country. We are also
very concerned about the Postal Service. About whether it can, or even
should, be expected to make ends meet. And whether it can operate,
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hobbled by unnecessary and antiquated management restrictions. We
believe that a good bill can be developed based on your bill and H.R.
79. A bill that will ease the genuine crisis which we in the book industry
and the Postal Service now face. And, to that end we are prepared
to cooperate with this committee and its staff in achieving that goal.

Thank you.
Senator GLENN. Thank you very much. Mr. May.
Mr. MY. Thank you, Mr. Chairman. If I may, I will submit our

statement for the record and summarize its points.
Senator GLENN. Fine. It will be included in its entirety at the end

of the panel's testimony.
Mr. MAY. First of all, what we regard as some of the minor but

important provisions of your bill. We note in the provisions on OSHA
you do grant the Postal Service the right to defend itself in court or
to litigate on its own behalf without the consent of the Attorney Gen-
eral. We think that is helpful. In fact, we would like to see that provi-
sion broadened to give the Postal Service the power to represent itself
without going through the Attorney General in any matter. We think
it is utterly contradictory to call the Postal Service an independent
agency, and yet at the same time prohibit them from pursuing their
legal rights in court unless the Attorney General complies. We just
had the absolutely ludicrous situation where the Postal Service wanted
the Supreme Court to review the last court of appeals decision on
rates and yet the Solicitor General opposed the position of his own
client. That just can't go on any longer, Mr. Chairman. We applaud,
at least, this partial remedy.

Second, in the false representation section, as much as we all deplore
these scurrilous operators who give a black eye to the whole industry,
as is often the case in the exercise of police powers to capture the guilty,
we are afraid that the net is going to catch the innocent as well. As I
read this provision, this would grant to the Postal Service the un-
bridled power to demand and gain access to any books, records, docu-
ments, that they deemed relevant in the hands of any advertiser. And,
I mean anybody, any reputable company in this country that adver-
tises through the mail, the Postal Service, under the provisions of
your bill, would be able to demand access to all books, documents, rec-
ords, anything the Postal Service believed to be relevant to the ad-
vertising claim. And, provisions that do not make any distinctions
between the guilty and the innocent, we feel like this could simply
cause grave harm to the public and to the mail order industry, and
are unwarranted.

I happen to know a fair bit about the false representation section
and believe, in fact, that it is being vigorously pursued and success-
fully enforced by the Postal Service. I don't believe that they need
this kind of power, particularly when it could be easily directed at
any innocent mail order company where the Postal Service, on a fish-
ing expedition, wanted to get any kind of information it could. I have
no trust from one day to the next that the Government can be trusted
with this kind of power.

Third, the so-called double damages provision relating to failure to
pay postage. This provision does not require that the Postal Service
prove that the person knowingly or willfully did not pay the correct
amount of postage before they are visited with double damages. Again,
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the Postal Service would promise that they would temper this with
mercy. Again, I don't feel like leaving the fate of my clients to the
whim of whoever happens to he representing that office at any given
moment. The fact of the matter is that I have represented numerous
mailers in cases where there have been deficiences of postage and I can
tell you that, in the majority of the cases, the postage that was paid
was paid on the advice and agreement of the local postal official, who
more often than not understands even less than the mailer does of the
complexity of the rules and regulations the Postal Service uses to
determine rates.

So, I just think that it is unwise to permit the Postal Service to
exact this double damage even when there is no suggestion that the
nonpayment was willful or the result of negligence on the part of the
mailer. I have even had the post office tell me that it is irrelevant
whether the local postmaster approved of and told the mailer that
that was the correct amount of postage. That doesn't get you any-
where even today with the post office. So, I just think that this is
again a case of overreaching.

Another provision that your bill deals with is the qualifications of
Governors and Commissioners for the Board of Governors and the
Postal Rate Commission. Again, Mr. Chairman, you quite rightly, I
think, emphasize the need for qualifications in people who serve in
those capacities and yet your bill prohibits anyone from serving in
that capacity until 5 years after he has left either the post office or
the Postal Rate Commission. These are precisely the people who are
most likely to have the kind of competence that you call for in other
parts of your legislation.

I think it singles this out-this particular category of employees-
and is unfair and is unwise. And if this is a good policy to direct to the
Governors and to the Postal Rate Commission, then it ought to be
a policy that is adopted for the entire Federal Government. I don't
see why the Postal Service and Postal Rate Commission have been
singled out.

Last, you have a size and weight provision which is long overdue
and we are very grateful for its inclusion. It would permit, as all other
classification changes are handled, the Postal Rate Commission to is-
sue a decision on what should be the proper size and weight. The
present law is an anachronism and I think that almost everybody
agrees to that.

To get to the real meat of your bill, Mr. Chairman, like everyone
else, we are grateful that you have proposed a permanent $920 million
authorization. Like everyone else, we believe that that is far short of
what the true costs of the public service are, and yet we are cognizant
of the times that we are in and the great difficulty that we will have,
as a matter of fact, in even getting that amount of money. But, I
would point out, Mr. Chairman, that this is merely an authorization.
That does not mean that there is an appropriation that will be forth-
coming.

The fact is that we are all expecting that we will not even get the
current authorized appropriation. Nevertheless, the authorization lan-
guage is an expression of public policy and merely because there are
exigencies right now that perhaps will dictate that everybody has to
give up a little something in this particular time, does not mean that
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we should alter our view or that the Congress should alter its view
as to what the public policy should be toward the Postal Service. And,
therefore, the mere fact thaL perhaps we cannot get an appropriation
of $920 million in inflation ry times like this is no reason not to au-
thorize it. In fact, there is no reason not to authorize an even greater
amount if the Congress believes that as a matter of public policy,
when times permit it, that a larger amount than that should be appro-
priated. I might also say that the class of mail which will be most
severely harmed by any cut in this appropriation, is first-class mail.

The manner in which the appropriation has been applied in the past
has dictated that more than one-half of it has gone to keep lower first-
class rates. Mr. Chairman, your language also does provide for an an-
nual report by the post office in the budget to the Congress in which
they identify how they spent the public service appropriation or which
services they spent it on in the past year and what services they pro-
pose to spend it on in the future year. And, it must specifically identify
what postal functions were, in effect, subsidized. I'm afraid that this
betrays an unawareness or misunderstanding of just how the public
service appropriation has been applied. And, I think that the Post-
master General is somewhat off base himself in suggesting that the
oniy why he can save money is to cut 1 delivery day.

The fact of the matter is that almost all delivery functions today
are, in fact, paid for directly by rate payers. They are attributable costs
ox service-related costs and, as such, are allocated to particular classes
of mail. Under the present mechanism, if 1 delivery day is elimi-
nated, all the cost attributable to that 1 delivery day will be removed
from the rate base of the different classes of mail and those classes of
mail should correspondingly have rate reductions because they have
less-costs assigned to them. It simply continues the confusion to pre-
tend that there are some huge blocks of service that are accomplished
by this public service money.

In the first place, the public service money is so inadequate there
isn't any major service that it could possibly operate. And the way it
has been applied in the past is to pay for what you could call network
costs. These are costs of running a national postal service which cannot
be on any accounting or cost-causality basis assigned to any particular
class or subclass of mail. Those are the costs that are defrayed by the
public service appropriation.

There is one large category of costs that could be avoided in any new
rate case to make up for $250 million to $400 million cut in appro-
priations. In each rate case they have filed the last several times, the
Postal Service has asked for what amounts to a gargantuan amount of
money in the rate base in order to recover prior year's losses to restore
their equity. This is a recovery not to pay debt that they have bor-
rowed, but this is designed to recover the Postal Service's beginning
equity. And, in the next rate case that amount of money will run any-
where from $400 million to $450 million. This is money that is not
earmarked for any postal function or postal operation or cost, it is
money designed to simply put back into the post office's pocket the con-
sumption o its equity in the past. And, if we are in these austere times
as we are preached at from both ends of Pennsylvania Avenue and
everybody has to give up something, then I suggest that the Postal
Service, for at least 1 year, can very easily give up the restoration of
its lost equity.
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That would be a perfectly valid source from which to recover the
cuts in appropriations that we all anticipate. I am very troubled by the
fact that the White House's budget statement that they sent up deals
not only with fiscal year 1981, where we are in this great crunch, but
it also looks at the 2 out years after that and shows practically zero
appropriations for public service. Meaning that the White House,
although they don't want to admit it in an election year, that the
White House has come to the conclusion that we don't need 6 days of
delivery in this country anymore. And, my clients are not ready to see
that day come, particularly when they believe they have been paying
for that delivery service. Not all of our members need 6-day delivery
service, but some of them do, have been prepared to pay for it, and
have been paying for it.

For a basic service to the American people, such as 6-day delivery,
to be done away with in a backhanded way, with nobody willing to
admit that they are the ones doing it, with the budget committee hid-
ing one way, the White House pretending that it has nothing to do
with it, is simply unconscionable. And I hope, Mr. Chairman, that your
committee can do something about that to preserve that 6-day delivery
system. And, preserve it in such a way that does not result, very
frankly, in extra costs. That very simply means that the Post Office
will have to give up the recovery of some of their equity for a year
and it also means that we should be able to expect the Congress to come
through and honor the commitment to the public service in better
times.

And, better times may be in the out years.
Another major subject dealt with in the legislation is the classifi-

cation provisions, Mr. Chairman. I would like to say something in
defense of the Postal Rate Commission. Very frankly, as far as
classification is concerned, the only class of mail that has so far been
severely damaged by the Postal Rate Commission is parcel post, which
we represent. I put it to you that no other class of mail has yet had
really harsh final treatment dealt to it by the Postal Rate Commission,
and yet I note that they are all ready to see its abolition. I am reminded
of the fact that it is the Postal Rate Commission that prevented the
Post Office and the White House from getting enacted into law the
citizen's rate which would have been extremely damaging to all busi-
ness users of the mail. All my clients would now be paying 16 cents
for first-class mail rather than 15 cents had that gone through.

The Postal Rate Commission has done many good things. I would
again remind everyone it was not the Postal Rate Commission that
came up with the crazy rate-making system that we have: it was the
court of appeals in this circuit that did that, and you can't blame the
Postal Rate Commission for that. They have, since those court of
appeals decisions, merely followed the dictates of the court of appeals,
as has the Postal Service itself. What needs to be done is that the law
has to be changed.

We think the c' ilrts have misconstrued the law but they are the
final word on it and therefore we can't complain about the Postal Rate
Commission merely for following the law. So, I think they are getting
an undeserved bad rap there.

There are some real problems in classification. We do not think this
legislation you have offered addresses those problems. Mr. Chairman,
and I have identified the reasons for that in my written statement.
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In the time that I have, I would like to just very briefly outline what
I think does need to be done in classification and it relates directly to
the problems alluded to by Postmaster General Day and Mr. Barton
for the third-class mailers.

For example, they have had a third-class clasification case pending
for 18 months. Well, there is a problem when the Postmaster General
sends to the Postal Rate Commission a classification proposal and he
can't get a decision on his proposal. Instead, the Postal Rate Commis-
sion dreams up its own proposal and says that is what we want. I think
the Postmaster General is entitled to get an up or down decision from
the Postal Rate Commission on the proposal that he made. Then, if the
Postal Rate Commission has its own proposals that it wishes to make, it
can also send those to the Board of Governors.

There is a nice system of balance and checks here. The Postal Rate
Commission cannot shove down the throat of the post office any classi-
fication system that the post office does not want. The post office simply
says we reject your decision and that is the end of the matter. On
the other hand, the Postal Service cannot, over the objections of the
Postal Rate Commission, implement a classification scheme of its
choosing. So, there are nice balances, except that in this case we seem
to have a standoff with the user in the middle. So, I think that if the
language were amended to require the Postal Rate Commission to is-
sue a decision, yes or no, on the proposal made by the post office itself,
that would go a long way toward curing many of these problems.-

A second problem is the position of blackmail which the Commis-
sion is able to be in vis-a-vis rate proceedings when the post office files
for a general rate increase. As other witnesses have noted, the post
office pretty much has to take whatever decision comes from the Postal
Rate Commission because if they don't they don't get the money. A
very simple change would solve a lot of that problem, and that is, in a
general rate case, the Postal Rate Commission would have no au-
thority to make a classification change or a rate design change.

Now, this is the problem that we have been facing-the post office
being compelled to accept classification changes and, rate design
changes effected by the commission in rate cases because to reject it
would mean that they reject all the revenues that go along with it.

The experimental services provision of your bill, I think, goes a long
way in the right direction. However, I think it is unfortunate that you
do spell out that the Postal Rate Commission can demand informa-
tion and data for the purposes of determining whether-the proposal
is really experimental. I fear on the basis of past form that that could
very well lead to utter stalemates.

There seems to be an unappeased appetite for information and
data on the part of the Postal Rate Commission. It should be curbed.

Thank you, Mr. Chairman.
Senator GLENN. Thank you. Mr. May. Mr. Sackler.
Mr. SACKLER. Thank you, Mr. Chairman. With me this morning is

David Dear who is president of Dear Publications here in Washington
and a member of the postal committee for the American Newspaper
Publishers Association.

In the interest of expediting things here, I would like to submit our
statement for the record and only briefly summarize the points of
interest.
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Senator GLEN. The statement will be included in its entirety at the
conclusion of the panel testimony.

Mr. SACKLER. When we see what has happened in terms of postal
ratp.s and costs over the past decade, we think that it is becoming in-
creasingly imperative to return to a greater recognition of the public
service concept in the Postal Service instead of the increasingly strict
reliance on cold figures that the court of appeals has mandated and
the Postal Rate Commission is following, as Mr. May has indicated.

On top of this, we are now faced with the very real possibility of
further cuts in the public service subsidy. We are frankly at a loss
to see how we can have the Postal Service continue to be consistent
with the public service role that has been assigned to it by the Ameri-
can people over the past 200 years with a further subsidy cut. That is
why we very much appreciate the position you have taken in this bill
with respect to the public service subsidy.

Postal costs have more than quadrupled in the past decade and I
think it would be illustrative if I could just ask Mr. Dear to outline
a graphic example of how this has an impact on newspapers.

Mr. DEAR. We have a group of small city daily and weekly news-
papers around the country. And one is in Sedalia, Mo. Our records
indicate that 10 years ago. we had 6,000 mail subscribers and a total
postal bill ranging from $3,000 to $3,500 a month, depending on the
weight of the paper. This year we have 4,500 mail subscribers and the
cost is $7,500 to $11,000 a month. Again depending upon the weight of
the paper. We have to use motor routes or alternate modes of delivery
to get better service.

Mr. SACKLER. Newspapers are able to pass some of these costs along
which in itself is inflationary. However, newspapers must absorb most
of the costs which result in reduced mailing and a number of news-
paper readers are being deprived of that source of information.

Turning to your bill, I would like to offer a few specific comments.
With respect to section 4, we think that piling penalties on top of
substantial postage due in the case of mistakes, without imposing some
accountability on the U.S. Postal Service for incorrect advice is just
totally unjust. We think that one way to ameloriate that would be to
impose some criteria for determining fault and then accept a determi-
nation of fault in full mitigation of incorrect postal charges.

Turning to section 5, again we are very appreciative of your position
on the public service subsidy and we think it is very important to hold
the line at the $920 million.

In section 6, we favor a better definition of the different jurisdic-
tions of the Postal Rate Commission and the U.S. Postal Service, and
we would also like to urge that in any classification proceeding whether
the Postal Rate Commission is involved or not, that there be an APA-
style hearing. We wouldn't want to see that restricted just to those
cases having implications for competition.

Turning to H.R. 79, briefly, we, of course, favor the public service
provision in that bill, but we recognize that the circumstances of today
might make that a little bit unrealistic to obtain. We also think that
the phasing extension in that bill would greatly help the smallest
among our group, smallest newspapers, that is.

Next isthe 6-day delivery situation under which we may face a cut
to 5 days of postal delivery as a result of the proposed cuts in the sub-
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sidies to the Postal Service. We think that this is not well-considered at
all. We think that it will increase inflation and cause higher rates and,
of course, reduce service. And, as we indicated before, it would interfere
with some newspaper readers receiving their news. Other problems
could be a further loss of volume to alternative delivery. This,- of
course, would cause escalating rates for the balance of the volume in
the Postal Service.

I might add that the potential cut in revenue foregone subsidies
that the House Budget Committee is recommending is even more cru-
cial for our people because again it impacts on the very smallest news-
papers and rural areas. It might deprive people of their only source
of information.

That sums up our position. We appreciate the opportunity you have
given us to comment upon your bill. Thank you.

Senator GLENN. Thank you, Mr. Sackler. Mr. Dear, did you have a
separate statement?

Mr. DEAR. No; I just have one personal observation. This is an en-
ergy subcommittee of the U.S. Senate and it is my belief that the
soaring energy costs and the diminishing supply of energy are the
main factors that would justify maintaining Saturday delivery.
Citizens need newspapers and newspapers must be delivered and addi-
tional gas will be consumed by vehicles which are forced to duplicate
postal routes to make deliveries.

Senator GLENN. Thank you, Mr. Rhodes?
Mr. RHODES. Mr. Chairman, I would like to submit my statement

for the record and I can brief it, sir.
Senator GLENN. Fine.
Mr. RHODES. There are two subjects I would like to talk.about to-

day. The first is public service appropriations about which we have
heard a good deal this morning and yesterday. Our association be-
lieves that public service appropriations should be increased. They
should not be decreased. They should be increased to cover the cost of
services which the Postal Service provides in response to the general
public need. These are services which most mail users do not need or
want, services over which they have no control, and services about
which mail users aren't even consulted. In fact, most of these services
are for the benefit of the recipient of the mail and not the mail user
who is the sender of the mail.

Examples of such services are the 40,000 postal installations main-
tained across the country. Delivery right to the door, your front door,
and frequent delivery to remote and sparsely populated areas. These
are typical of the services which the American people have made clear
to you, their elected representatives, that they, the people, want main-
tained. Those services should be funded in part, at least, through the
public service appropriation.

In fact, the biggest one of those services is the one that Mr. May
mentioned, the network concept, the readiness to serve. That the post-
man is going to go by your door every day whether he has any mail
for you or not. He is going to pick up the mail in some cases. The level
and quality of postal service is now at an absolute minimum. And as
you know, there has been always a public outcry if efforts are made
to cut service below existing levels.
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The 1970 Reorganization Act, initially authorized an appropriation
of $920 million which was 10 percent of the Postal Service's operating
expense. Inflation has so eroded the value of that $920 million that in
1977 it represented only 6 percent of total operating expense.

The Commission on Postal Service in 1977 concluded that there was
solid justification for public service appropriations. It recommended
that in each year through fiscal 1985, the public service appropriation
be increased so as to equal 10 percent of the previous year's fiscal oper-
ating expense. If the Congress had accepted that recommendation, the
public service appropriation for 1981 would be $2.1 billion. The Con-
gress did not act on that recommendation. We think that was a mis-
take. Instead, under the 1970 act, the authorization for public service
for fiscal 1981 is only $736 million or 31/ percent of total postal oper-
ating expense.

Mr. Chairman, on page 3 of my formal statement, I have a chart
which shows the astonishing decline in the public service authoriza-
tion. And, this is as Mr. May said, an authorization. The authorization
for 1981 is $736 million against an operating expense of $21 billion.
As you can see, that is 31/2 percent of total expense. You should note
that in the beginning year, 1971, there were 87 billion pieces of mail.
And, in the concluding year, as you said this morning, there are 104
billion pieces of mail. In addition to that, in the beginning year, 1971,
there was over a billion-dollar deficit in addition to the $845 million
public service authorization.

So, on a total expense of $9 billion in the last year of the old Post
Office, it was a $2 billion appropriation-call it subsidy if you wish-
but it was taxpayer money going directly to a Government depart-
ment. We are now talking about $736 million and they are 50-cent dol-
lars compared to what a dollar was worth in 1971.

So, we think that the public service appropriation should not be
cut further. We think it is at rock bottom now. It is at the barest mini-
mum. It should be established on a permanent annual basis of $920
million which would be 4.3 percent of 1981 postal expenses.

Further, future Congresses should review the issue to determine
when the appropriation can be raised so that Government will be pay-
ing its appropriate share of the cost of operating the Postal Service.

Now, the only other subject that I have time for today is to urge you
to change the law with respect to postal ratemaking. MPA believes
that another and major critical issue facing the Postal Service is the
pricing of its services. In the initial draft of this bill which was cir-
culated by the staff of this subcommittee, a section addressed this prob-
lem, but it has since been dropped. And we don't know why.

We urge that appropriate language dealing with ratemaking be in-
cluded in the form of an amendment to this bill at the time of the
markup. We think that the law should be changed. For the benefit of
some of you who may not be familiar with our postal ratemaking con-
cerns, let me review them very briefly.

This year the Supreme Court denied our petition for certiorari
wherein we had sought Supreme Court review, and we hope re-
versal, of recent decisions of the Court of Appeals for the Dis-
trict of Columbia. Those court decisions construed the Reorgan-
ization Act as requiring that postal prices be determined almost ex-
clusively on the basis of cost accounting principles and left no discre-
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tion in the Postal Service or the Postal Rate Commission to apply the
nonoost criteria of the act.

You will recall that in all four rate cases since the passage of the act,
the Postal Service and the Postal Rate Commission were in complete
agreement that the Congress intended first, that each class and subclass
be required to pay rates sufficient to cover their volume variable cost.
Those volume variable costs are the nonfixed costs of the Postal Service.
Second, it required that the fixed-cost except for those paid out of a
continuing appropriation be allocated among the for-profit mail users
by applying the noncost criteria of the act.

That fundamental interpretation of the act was concurred in by the
impartial Commission on Postal Service in 1977. That Commission in
its recommendation stressed that unless noncosts factors such as the
value of service, relative demand, competition in the private sector,
and the relative importance to the recipient of the various types of
mail matter-unless all those things were given significant considera-
tion in setting postal rates, the Postal Service could not compete with
delivery services, in the private sector and important public policy
goals could not be met.

The Supreme Court did not grant our petition, but the appeal did
provoke the filing, which Mr. May has mentioned, by the Solicitor
General of a remarkable document. Your staff has been given copies
of our petition in that document. In it the Solicitor General of the
United States says that the Postal Service agrees in every respect with
our views, but that the Government could not support Supreme Court
review of this case because the Postal Service had argued before the
court of appeals that the rates established in the last rate case were
lawful under the District of Columbia Circuit Court's interpretation
of the act.

In the document, the Solicitor General states that the Postal Service
believes that the National Association of Greeting Card Publishers
decision was wrongly decided and, most importantly, that the analysis
of legislative history of the 1970 act contained in our petition was cor-
rect. And he went on to say that USPS believes this history demon-
strates that the court of appeals in the NAGCP misconstrued the act.

So, now we are living with the court setting postal prices, not the
Postal Rate Commission. Notwithstanding, this unambiguous Postal
Service position the Solicitor General declined to support the Supreme
Court review anh he concluded, importantly,

Although the Postal Service continue to believe that the methodology dictated
bv NA GCP it is not the only methodology the statute allows and that it and the
Commission should be free to utilize the discretion that Congress entrusted to
them, it sees no reasonable likelihood that the court of appeals, in future rate
proceedings, will retreat from the principles It announced there and reiterated
here. The Postal Service is thus faced wit. two equally unattractive alternatives.
It may continue to set rates in accordance with principles that it finds unaccept-
able-albeit lawful-or it may set rates that will almost certainly be struck
down by the court of appeals, thus jeopardizing a complex and comprehensive
postal rate scheme that involves billions of dollars annually. Whatever course the
Postal Service may choose in the future, however, the fact remains that the
rates petitions challenge are lawful, and the Government therefore cannot
acquiesce in petitioners' suggestion that this court review and, ultimately, over-
turn them.

We think that is a cruel and intolerable position for the Postal
Service to be in. Either they have to come forth with a rate filing
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which they don't really agree with or they have to come forth with a
right filing which they are sure will go to the courts.

The only solution to that, Mr. Chairman, is congressional action.
And we think, along with the Postal Service that that is imperative.
Otherwise, postal rates will be established on the basis of arbitrary
cost allocations which have no relationship whatever to cost causality
or to value of service. If that happens, the Postal Service will suffer
and we and other mail users will suffer and so will the general public.

Thank you, Mr. Chairman.
Senator GLENN. Thank you, Mr. Rhodes. Mr. Caplan.
Mr. CAPLAN. Good morning, Mr. Chairman. My name is Alan Cap-

lan. I am circulation and marketing director of the Jewish Exponent,
a publication of the American Jewish Press Association. I appear
today as a spokesman on behalf of the Catholic Press Associa-
tion, Associated Church Press, Evangelical Press Association, and
American Jewish Press Association.

We are delighted for-the opportunity to comment on certain of the
provisions of the chairman's bill and, specifically, to urge an amend-
ment thereto which is close to the hearts and pocketbooks of religious
tracts, papers, magazines and like material.

I would like to place the remainder of our testimony in the record.
Senator GLENN. It will be included in its entirety following the

panel testimony.
Mr. CAPLAN. Thank you.
I would also like to comment briefly on a couple of points.
Senator GLENN. Fine.
Mr. CAPLAN. Freedom of the press and religion are fundamental

rights. What good are the rights, however, if the costs of disseminat-
ing our news for our various agencies ihre being hampered and even
crippled by escalating postal costs. We found that until 1970, there was
a consideration given the religious press in its endeavors to keep its
members and readership informed. However, since the 1970 Postal
Reorganization Act, although our Congress attempted to protect the
special postal status of such publications, this protection has been
gradually stripped away by court interpretations and Postal Rate
Commission decisions.

Today we find a net increase to a full one-third of our postal costs
compared to regular rate publications. Before 1970, we, the nonprofit
religious press, had benefits of paying half of regular second-class
publications. We find that, accordingly, postal costs tables and our
costs will increase 60 percent to 70 percent within the next 16 months.
Our hands are now tied by court decisions and we feel that we must
appeal to Congress to protect the church publications and other non-
profit publications throughout the United States.

We urge the Postal Service to expend from its public service author-
ization proposed in the bill at $920 million annually such amounts as
are necessary to sustain and maintain 6-day delivery. The crisis cre-
ated if our churches cazn no longer depend on Saturday delivery of
the Sunday religious materials will be chaotic. Such material is time
valued. Delivery on Monday will do no good. I would point out to
this committee that earlier House legislation, H.R. 7700, was designed
to require just such an expenditure of the public service appropria-
tion in the event of consideration of 5-day delivery.
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Last we urge that the Congress place a ceiling on the total cost to
be paid by preferred mailers under the act. We urge a 55- to 60-per-
cent ceiling cap on the postage paid by regular nonprofit mailers. If
we are unsuccessful in convincing you of our financial plight, we face
a problem of disastrous proportions. Most nonprofit organizations will
have to tell many of their health and welfare agencies they regularly
support monetarily as well as editorially that cutbacks on both finan-
cial and editorial support are inevitable. They must understand that
the continuing rate increases by our country's postal system have
helped create this crisis. For example, many agencies served by
our associations aid the elderly, severely handicapped, broken
families, and orphaned children. Because of the unbelievable in-
flation spiral, including increased postal rates, we would be forced
to substantially cut back on support of these agencies.

The agencies would be faced with termination of programs deemed
totally essential by professionals, physicians, social workers, thera-
pists, and paramedical personnel. Faced with this problem, these
health and welfare agencies would have little alternative but to turn
to the Federal, State, and local governments for additional funding.
The end result, which comes through crystal clear, would be a, sub-
stantially larger cost to government at every level, much larger than
the extra dollars which might be derived through higher mailing
costs.

Alternative delivery systems which are currently being researched
by many organizations might also play a strong role in keeping postal
costs at a tolerable level-at the expense of our postal system.

We assess the situation in this way. Many Americans are engaged
in the tremendous struggle Just to survive serious illness and handi-
caps and/or poverty, physical and financial problems. The nonprofit
religious press helps to serve as their fundraisers through our many
publications. We Rre able to make funds and personnel and housing
available through contributions which would otherwise have to come
through governmental agencies' subsidies. If stopgap legislation is
enacted as a result of your committee's decisions, and by the way, we
are endorsed in our asking for a 55- to 60-percent attributable cost
ceiling by the National Rural Electrical Cooperatives Association, the
International Labor Press Association, and the AFL-CIO, we feel
that we will all be able to breathe a much-needed sigh of relief and
have a feeling of significant accomplishment. Thank you.

Senator GLENN. Thank you. Mr. Caplan. Mr. Saltzstein.
Mr. SALTZSTEIN. Mr. Chairman, if I may submit our full statement

of the American Business Press to the record.
Senator GLENN. Fine. It will be included in its entirety.
Mr. SALTZSTEIN. I would like to make a couple of comments and

then reserve whatever time we have to answer any questions.
Senator GLENN. Fine.
Mr. SALTZSTHTN. We would like to simply say that either we are

going to cut the budget or we aren't going to cut the budget. Now, we
think the $920 million should stay in this bill. If it isn't going to stay
in the bill, then there should be further cuts along the line. This would
have to include the $600 million for nonprofit publications. This would
have to include elimination of the Javits-Randolph bill which provides
for children's magazines and smaller circulation periodicals which
this committee passed and the Senate passed.
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Now, either we are going to do it, or we aren't going to do it. We
don't think it is a halfway proposition. The post office is on the horns
of a dilemma. The Postmaster General comes and he says we can ac-
commodate this cut that the White House talks about with a 5-day
delivery schedule without specifying which day. Understandable. Now,
maybe it can be done and maybe it can't be done. If it is done, we
would certainly hope that there would be a 7-day mail stream operation
so that we wouldn't be backed up on the days when the mail wouldn't
be there.

The second point to which I would like to allude is the necessity for
further clarification about ratemaking. When the Postal Reorganiza-
tion Act passed, it was never intended that cost and cost alone would
be the sole factor by which postage rates would be set. Mr. May re-
fer-red to that, Mr. Rhodes referred to it, and we endorse that portion
of what they say.

We also appealed that case to the Supreme Court and we have the
same comment about the Solicitor General's curious brief. The post
office should be able to handle its own court appeals, not only there,
but in all other instances. We can't-we just can't live for a long time
with a situation where only cost, and not the eight other factors which
Congress legislated, is determined. And, that can only be corrected
by legislation. We do regret that that section was deleted from your
bill and hope that it will be reinserted.

Second, as to one other comment on the bill. We think if the Postal
Rate Commission gets a classification case and it makes a preliminary
decision that there is no competitive effect and then it sends it back,
that that is a snare and a delusion. After all, in the last analysis, every-
thing has a competitive effect. In that kind of a situation, we are con-
tinuing what we have.

So, if there is a desire for change, we regret to give you our opinion
that that provision does not change it.

I have no further comments at this point, Mr. Chairman, and if you
do have any questions for us, we would be glad to answer them.

Senator GLEN. Thank you, Mr. Saltzstein. We appreciate your
comments. Mr. Daly.

Mr. DALY. Thank you, Mr. Chairman. I have the same request
granted the other witnesses that our testimony be inserted as if read.

Senator GLENN. It will be included.
Mr. DALY. I would call particular attention to the chart that was

associated with our testimony, in particular the reference to Mr. Day's
earlier comments that the Consumer Price Index was running far
ahead, certainly in the case of special fourth-class and the first-pound
case as that chart dramatically emphasizes.1 This is not at all the case,
and again, it is something that one would hardly believe until you
begin to dramatize it in such a way over an extended period of time.

The other considerable fear that the Recording Industry Association
is concerned with-and we associate ourselves with the remarks of
Mr. May and Mr. Rhodes relating to the untenable situation of the
Postal Service vis-a-vis the court situation-and this is also the case
relating to the growth of alternative deliveries. Those mailers who are
able to use alternative delivery programs are finding it more and more

1 See p. 326.

66-919 0 - 60 - 17
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attractive, we think, to the ultimate detriment of the Postal Service,
and to the American public, because they are, for many cost reasons
and other factors, turning to alternative delivery systems. Alternative
delivery clearly is on the rise in many areas and this goes against tlie
idea of having a one, single, universal, national physical delivery serv-
ice relating to the benefits that accrue to the American public itself.

In saying this, and looking back over a number of years, I am re-
minded of the "Epitaph to a Hypochondriac": "I told you I was sick."

And. these things do happen over time and there obviously were suf-
ficient kinds of warnings about the decimation of the one, universal
postal service that we are aware of. Who points the finger of caution?
I do, but in respect of your time, I will close my comments since my
written statement is to be included in the hearing record also.

Senator GLENN. Thank you, Mr. Daly. I thank all you gentlemen
for your comments this morning. Before we get into questions as we
have time for them this morning, I would like to mention that I hope
you would each respond to additional questions or comments, or re-
quests for comments, from the staff, from other members who could
not be here this morning, and from me, as I will not be able to get to
all of them this morning because of our time limitations. Perhaps we
bit off more than we could chew in a short period of time by having
all of you here together. We thought this would be the most construc-
tive way to do it, but it does take a long time for statements even
when you have summarized them. I do have to be at a meeting at 12
o'clock. I know there won't be time in 20 minutes to get through every-
thing that we want to get through.

Mr. May, you opposed giving the Postal Service the ability to assess
civil penalties for failure to pay correct postage. Mr. Sackler also com-
mented on this. Civil penalties unless-and assuming I understood
your testimony-the Postal Service could prove willful failure to pay
the requisite postage. Of course, trying to assess what is in the mind
of someone is a very difficadt thing indeed, but we have provided for
written notice of charges, for opportunity for hearing and judicial
review of any postal decision to impose penalties. Don't you feel that
is sufficient protection for anyone who might be charged for failing to
affix lawful postage ? It would have to be a pretty flagrant violation.
This just wouldn't be used on a little whim of the Postal Service, as
we envisioned it.

Mr. MAY. No, I don't believe your language does provide, Mr. Chair-
man, for any standard for judicial review. It gives judicial review but
there is nothing for the court to determine except whether the Postal
Service was correct when the Postal Service ruled that there was a
deficiency. Beyond that, there is no standard for them to test. The
Postal Service is given total discretion to determine whether they will
impose a penalty and, if so, how much. But there is no standard for
review that a court could follow to reverse any such finding.

Senator GLENN. We have provided for written notice, for oppor-
tunities for a hearing, and then for review even after that. I don't
know that there is much more that we could do.

Mr. MAY. Well as I said, the thing that you could do, Mr. Chairman,
* is provide a test that the Postal Service must establish factually at any

such hearing, that is, that the person who did not pay the requisite
postage was at fault.
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Senator GLENN. The bill states that the Postal Service shall take
into account, (1) the nature of circumstances and the extent of gravity
of such violation; (2) the degree of culpability, history or prior
offenses, ability to pay, and any good faith efforts to avoid violation
of this section; and (3) such other matters as justice may require. That
is pretty full investigation of it, it seems to me.

Mr. MAY. It's a full investigation. And it says that you ought to con-
sider all of these things, but it in no way circumscribes the decision the
Postal Service ultimately makes. You give them full power to make
any decision they wish, once they have taken these matters into consid-
eration. And since it is a discretionary stance, it is nonreviewable.

Senator GLENN. OK, I don't want to dwell only on this provision of
the bill.

Mr. SAIr.TZSTEN. Mr. Chairman.
Senator GLENN. Mr. Sackler, you commented on that in your testi-

mony, I believe.
Mr. SACKLER. I agree sustantially with what Mr. May has had to

say. I think we woulr like to see some kind of standard imposed to re-
quire the Postal Zr vice within their review to make the determina-
tion of who is more at fault, the Postal Service or in our case, the pub-
lisher, or in any other case, another mailer, because as we detail in
our written testimony there are a number of instances where publishers
have to rely on determinations of their postmasters and do so very
much in good faith. Yet, up until now, the Postal Service has not been
exceptionally amenable to hearing that kind of story as a justification
for mitigating substantial postage due. We think that by imposing a
penalty on top of it, you are severely exacerbating that kind of
situation.

Senator GLENN. Let me say now that it was not our intent to punish
the fellow who forgets to put a stamp on a letter once in a while. We
are trying to catch flagrant violators. They create a problem which we
are trying to address. It has been pointed out to us by USPS that it is
a problem and they felt that this authority would be a considerablehelp.

Was someone else going to comment on this?
Mr. Saltzstein.
Mr. SALUSTIX. Mr. Chairman I may not agree with my colleagues

about this. I think the provision is a fair provision. I think there are
many more important things in that legislation than this provision.
And, I would hope that in the remaining time, with your consent, we
could devote our attention to them.

Senator GLE NN. One other thing that does relate to this was a com-
ment Mr. May made with regard to the fraud provision. That was one
that we had a little testimony on earlier today. Just as a very brief
statement of some of the situations that we Kave run into, though,
some estimates place the cost of mail-order health schemes alone at
$150 million a year. That doesn't even take into consideration the hu-
man cost when people delay proper medical attention or are delayed
by some fraudulent product. The Federal Trade Commission, which
shares jurisdiction with the Postal Service in cases involving mail
fraud, states that efforts to police and prosecute on any systematic basis
are difficult and it defers to the Postal Service in many cases especially
involving smaller perpetrators many of whom are hit and run types.



About 8 years ago, one operator was selling alleged aphrodisiacs
from an ever-changing series of addresses in Chicago, Alhambra,
Beverly Hills, Gary, and New York City, and still managed to evade
being shut down. The Postal Service in one 2-year period found 20
addresses involved in the operation. Finally, in 1977 a criminal mail
fraud conviction was obtained, but many people were cheated during
this period. People don't understand that the Postal Service does not
police mail-order advertising. They also do not understand that ad-
vertising in reputable publications need not be legitimate. Finally,
some people just don't distinguish very well between advertising mat-
ter and other published material.

There are major abuses taking place. I do not share your concern
that the Postal Service would abuse its authority if we gave it power
to control this problem.

Do you want to make any further comment on that?
Mr. MAY. Well, Mr. Chairman, I don't understand why they need

to be able to gain access to the documents and books of every single
advertiser in the United States irrespective of the record of that ad-
vertiser or the nature of his program.

'Senator GLENN. This would only be if there were some reason to
believe that fraud was being perpetrated or there were a number of
complaints on a particular product.

Mr. MAY. But, Mr. Chairman, you hope that the Postal Service
would exercise this power only under those circumstances. Again,
they are given a plenary grant of the power to go after any advertiser
in the United States without making any preliminary finding that can
be tested as to whether there is probable cause to believe that there
is a violation. Even the police have to have probable cause before they
can get a warrant to come into your house to search for contraband.
But the Postal Service would have an absolute writ to visit upon any
advertiser in the United States a demand for any information that
they, the Postal Service, believed to be relevant. I think that is overly
broad and I think that you could tailor the solution much more to what
the problem is.

Senator GLENN. Perhaps there might be some additional language
that you could suggest to us that would tighten up the provision.

Mr. MAY. I would be happy to work with your staff. -

Senator GLENN. We are not trying to give the Postal Service an un-
limited hunting license. But we do want them to have authority where
there is cause to believe that something wrong is going on. We want
them to be able to get to the heart of it and to prove it.

Mr. MAY. So do I.
Senator GLENN. We want to protect everybody involved Subpena

power is utilized in other governmental situations. I would think that
we could use it here.

Mr. MAY. I agree. I think we could work-
Senator GLENN. Mr. Saltzstein, at the bottom of page four of your

testimony you refer to a meeting under Postal Service auspices, pre-
suimably for the purpose of working out some costing language, to re-
place the original paragraph. I don't wish to pass judgment on the
propriety of such meeting. But I think when the public learns about
meetings of this sort, perhaps they feel much more comfortable about
having an objective commission which includes an officer who repre-
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sents the ordinary-taxpaying mail user. Would you have any comment
on that?

Mr. SALTZSTEIN. Yes; Senator. That meeting to which you referred
took place--there were several meetings in which all the diverse points
of view were expressed, just as they are at this table. And, much of it
was devoted to this problem of cost. We would say this in any forum,
public, private, or any place else. That when we supported postal re-
organization in 1970, we never thought that cost and cost alone would
be the sole determinant. And, in an attempt to work with its customers,
I think the post office properly met with people who are substantial
customers of that service. I think that the meeting was productive.

Senator GLENN. Let me comment generally on the $920 million
subsidy.

As you are all aware, the $920 million subsidy was put in as a
transition figure. It was to cover a transition time period in which,
hopefully, the post office was supposed to become self-sufficient, or as
close to it as it could be. In retrospect, that was obviously a very fine
and laudable goal and one which we hate to give up on. At this point,
I think that it is probably not reasonable to assume that the post office
is going to be able to make its way alone, with the rising costs, and
maintain the service that we would like to have.

That is the reason that I put the subsidy in at its former $920
million amount. I share your views on that subject. But, I would be
less than candid with you if I gave much hope for holding that this
year. Although, we will try.

I don't know where the post office goes next year unless there is a
subsidy. It is going to be very difficult because, as you are aware,
Mr. Bolger has talked about the surplus this year. I agree that he has
a surplus this year but that was only achieved because there was a
subsidy. With the 10-percent reduction that has gone into effect, of
course, they are down to $828 million. It will be $736 million for next
year.

This means that if we continue to scale down the subsidy, next year
when the PMG is already predicting he will not be able to make ends
meet, we will throw the Postal Service even further into the red. I
don't want to do that. But whether we can hold the line this year or
not is going to require the best efforts of an awful lot of people. We
can be almost sure that we cannot go as high as the original House
legislation. I looked at my $920 million as a compromise between those
who were suggesting a much larger subsidy and those who would
eliminate a subsidy altogether.

We are going to need a lot of effort in this regard. Mr. Rhodes, you
have your hand up.

Mr. RHODES. Yes. I would like to just add to that, Senator, that
when the $920 million was put in there was a breakeven concept for
the Postal Service.

Senator GLENN. That is right.
Mr. RHODES. There are advocates of that. But, those very same advo-

cates assume that business management practices and the kind of thing
that they thought they were installing into postal reform-continuity
of Postmasters General, for example, which didn't come about, non-
political services, and so on-they thought expenses were going to be
reduced by 20 percent.
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Senator GUNN. Yes.
Mr. RHODES. And, that is clear in the record. Now, it is one thing

to provide 10-percent subsidy on a-declining basis and say, well, that
is all right, keep your shirt on, boys, expenses are going to go down
20 percent.

That didn't happen very, very clearly, and contrariwise we are told
yesterday or here that the Postmaster General has a 3-percent pro-
ductivity increase already set in his figures for fiscal 1981. His own
annual report shows a 1.3-percent productivity increase last year and
those figures are very suspect as I could prove to you.

Mr. DALY. Senator, that point that Mr. Rhodes made relating to the
20-percent savings, comes from the Kappal report which was the
landmark report of 1968 and it said that at least 20-percent saving.
People grabbed onto that in the hope that this would happen, but
there were many a witness that said that this was unrealistic given the
nature of the Postal Service and the public service appropriation.

Senator GLENN. Well, it is no secret as to what has happened to the
Postal Service budget. As I recall the figure, labor costs are some 86
percent of the total budget and we all know what has happened to
the cost of living and to the employees of the Postal Service. So that
is the biggest problem that could not have been foreseen back when
the legislation requiring the Postal Service to become self -sufflcient was
enacted. At that time the $920 million was supposed to be a transi-
tional, temporary measure to give the USPS funding during the
interim period.

I believe the only one of you who commented on keeping the subsidy
on a nonaccountable basis was Mr. May. I disagree very, very strongly
with you on that.

To toss nearly a billion dollars to any Government agency as a
subsidy and not require a full accounting, flies in the face of reason.
You can't have some great, magic slush fund out there. I don't think,
Mr. May, you can just float nearly a billion dollars over to the USPS
and not require them to come back with some type of accounting for
that expenditure. We don't do that with any other function of Gov-
ernment that I know of. And, I'm sure not for doing that with the
Postal Service anymore than I would be for giving it to Congress or
you or DOD or anybody else. When we put out nearly a billion dollars
worth of funds, it has to be accountable. And, if it went to pay the
person who puts the flag up in the morning, OK, flag putter-upper,
that's the cost. Something has to be there, whatever it may be.

If it is general post office maintenance, if it is for cleaning out the
lobbies, whatever it is, it seems to me there has to be some justification
for that money or I can guarantee that it won't come out of Congress
in the future.

Mr. MAY. Mr. Chairman, it is spent for every single function that
the Postal Service performs. And, if they were to give you an itemiza-
tion the itemization would be as Iong as the identification of every
single expenditure made by the Posta[Service. It pays for part of it.
That's the way that it works.

Senator GLENN. Put it in, then.
Mr. MAY. If you wanted to ear-mark it, that's one thing. But, I

really also question whether or not you seriously intend to give to the
Post Office the discretion to single out one particular function or
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service and on their own say that is where they are going to spend it
and simply report it to you. Becase that isn't the way that it has
been working in the past.

-Senator GLENN. Well, if they want to say that a certain percentage
goes to first class, a certain percentage goes to fourth class, a certain
percentage goes to maintenance of buildings, or a certain percentage
goes to maintaining Post offices which would otherwise be eliminated,
that's their prerogative. But I certainly think that any accounting
system should be able to detail what the money, was spent for. Other-
wise, why do we even have a budget? Why don t we just throw billions
out which nobody ever accounts for and all go merrily into the future,
just increasing the budget. It just doesn't make sense to me to do it
that way.

Mr. MAY. But, Mr. Chairman, the record is replete with evidence as
to how it has been spent. In every rate commission filing it is laid
down.

Senator GLENN. But, that doesn't explain how it should be done in
the future. The fact that nobody has accounted for it in the past,
doesn't mean that we shouldn't do so in the future.

Mr. MAY. But, they do account, Mr. Chairman, when they file with
the Postal Rate Commission, they show, in the past, the $920 million
as going for all of these functions which are not allocated on an
accounting or cost-causing basis to particular classes of mail and there
is an identification for everyone of those functions. The records are
there.

Senator GLENN. Yes, Well, we are trying to account for every fed-
eral dollar spent, obviously. And we will continue those efforts. Every
department has contingency funds to take care of matters that are not
really budgetable in advance. So do businesses and offices. But, I think
that a billion dollars is a lot of contingency. And, I think it is more
than we are willing to accept.

I am going to have to go here because I am due at another meeting.
We have another hearing on Monday. The witness list at that time

will include representatives of the Postal Rate Commission. We will
also have Mr. Basil Whiting, Deputy Assistant Secretary of OSHA;
Mr. Eugene B. Dalton, president of the National League of Post-
masters; Mr. Donald Ledbetter, president, National Association of
Postal Supervisors; Mr. James Syers, president, National Association
of Postmasters of the United States.

Gentleman, I am sorry we don't have more discussion time this
morning. I appreciate your being here. I would appreciate your
response to questions the staff and other members' of the subcommit-
tee may submit.

Thank you very much for being here this morning.
[The prepared statements of panel members follow:]
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Statement of George Larie
Before United States Senate Subcommittee
On Energy, Nuclear Proliferation and
Federal Services on Postal Legislation

Mr. Chairman, members of the Committee, I am George

Larie, President of the Personnel Division of Doubleday and

Company, Inc. and Chairman of the Postal Committee of the

Association of American Publishers. Our Association is pleased

that this Committee has recognized the need for remedial postal

legislation. We appreciate the opportunity you have offered

us to present our comments on the legislation before you.

The Association of American Publishers is a non-

profit organization with a membership of over 320 publishing

organizations. Its members include trade book publishers,

both large and small, school and college text book publishers,

book clubs, university presses, and the publishing departments

of religious demoninations.

Our society has long recognized the unique and

important role of books as an educational, cultural and po-

litical resource. The United States is by far the largest

producer of books in the world in absolute terms and, until

now, has led in the per capita consumption as books as well.

We are also the largest exporter of books in the world.

Although large in comparison with book publishing in other

countries, the U.S. book publishing is in fact relatively

small and intensely competitive. At $4 billion per year,

sales of the entire book publishing industry are smaller
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than the annual sales of many individual U.S. corporations

in other fields. Thus, the importance of books and book pub-

lishing to our society is not a function of sales but of the

central role which books play in the dissemination of educa-

tional, cultural, informational and scientific information

to the Nation.

The vital relationship which exists between book

publishing, book sellers and Postal Service is equally clear.

If books are to fulfill their role, they must be readily

available in all sections of the country at reasonable rates.

The Committee should know of the impact of current rates on

book stores. I quote from an open letter to President Carter

from G. Royce Smith, Executive Director of the American Book

Sellers Association:

"Retail bookselling in this country is comprised
primarily of small businesses. These small busi-
nesses have been placed in jeopardy, not by com-
petition or inflation or mismanagement, but by
the U.S. Postal Service. Indeed, the latest in-
creases have brought bookstores face-to-face with
their most severe economic crisis since the Great
Depression." l/

Congress, and in the past the Executive Branch of

the federal government, have recognized the importance of

a viable, reasonably priced postal system for the dissemina-

tion of books. Although preferential book rates are -- as

a result of misguided decisions by Courts and the Rate Com-

mission -- all but extinct, the social policy which gave rise

I/ Letter of July 18, 1979.
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to those preferential rates remains unassailable. That policy

is designed to assure that access to books is not limited

to the wealthy or to citizens in certain geographic locations.

Congress has perceived that we need an efficient, viable nation-

wide postal system which offers service at reasonable prices

so that a citizen, a school or a library in Washington state,

California, Alaska or Hawaii is obliged to pay no more for

a book from the publishing centers of the East and Midwef

than does the suburban resident outside of New York City or

Chicago.

If this policy is to be preserved, remedial postal

legislation is urgently required, indeed overdue. This Com-

mittee now has before it essentially two bills designed to

restore and maintain a viable postal network: H.R.79 which

passed the House of Representatives by an overwhelming majority

in June of last year; and the discussion draft recently pre-

pared by your Committee staff. Our Association supported the

concepts underlying H.R.79 because we believed that, in general

terms, that bill would aid in the maintenance of the postal

system, and would further the flow of educational, cultural

and scientific materials to the people of this country.

At the same time, there is much in the discussion

draft which merits attention; and there are, unfortunately,

matters of great importance to the maintenance of an effective

postal system which been omitted from both H.R.79 and the

discussion draft.
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Perhaps, we can be of greatest assistance to this

Committee, in discharging its important public responsibil-

ities, by commenting on the discussion draft, by showing when

appropriate why H.R.79 is to be preferred and by pointing

out the important omissions from both pieces of legislation.

We will do this on a section-by-section basis:

We take no position on Sections 2, 3, and 4 of the

discussion draft.

Section 5 of the discussion draft deals with the

public service appropriations. Under current law, the public

service appropriation will decline by 10% per year for each of

next five years beginning in fiscal 1980. Section 5 of the

discussion draft freezes the public service appropriation at

its current level of $920,000,000. The public service author-

ization should not only be preserved, but increased. To only

maintain the authorization at its present level is tantamount

to cutting it. Accepting the concept of a "public service"

requires accepting the fact that if overall Postal Service

costs rise, public service costs rise, too.

By contrast, H.R.79 increases the public service

appropriation in modest, incremental stages for each of the

next three years up to a maximum of $1.3 billion. We believe

that the House treatment of the public service authorization
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is to be preferred over the discussion draft. This is espe-

cially true because the discussion draft makes no provision

for extended phasing of rates for preferential classes (such

Library and Special Rate Fourth) as does the House bill.

At the very least, we urgently submit that the

existing law must be changed so-that the current levels of

public service appropriations are not cut. The maintenance

of at least existing levels of public service appropriatins

is absolutely indispensable if an effective, nationwide postal

system is to be achieved. we say this with full knowledge of

the debate now raging before the Congress and the country con-

cerning the need to cut federal spending, to balance the

federal budget and to create a surplus as anti-inflation mea-

sures. We, no less than this Committee, are well aware of the

clamor to cut Postal Service budgets generally and the public

service authorization in particular as an easy first step

in the budget slashing process. But, those who urge that

elimination of or reductions in the public service appropria-

tion to combat inflation are misinformed and misguided. The

fact is that, compared to the alternatives, maintenance of

the public service appropriation is itself anti-inflationary.

- Those who claim that the Postal Service can func-

tion effectively even if the public service authorization is

reduced rely upon the supposed fact that the Postal Service

was "in the black" in FY 1979. But, this simply ignores the

fact that this "profit" included the monies which the Postal
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Service received from Congress as public service appropriation.

The Postal Service is a deficit operation. If that appropriation

had been taken away, the Postal Service in fact would have

shown a deficit of well over one billion dollars

The alternative -- and the only alternative -- to

the public service authorization is higher postal rates for

less service. It is a matter of public record that the Postal

Service will seek rate hikes within the next few weeks to take

effect sometime in 1981. If the public service appropriation

is permitted to decline, the increases the Postal Service will

need to remain viable will be even greater, and cutbacks in

service levels may also be-required. Since the adoption of

the Postal Reorganization Act of 1970, book rates are now

450% of the 1970 rate levels. Royce Smith, the Executive

Director of the American Booksellers Association, has pointed

out: This rise in rates is bourne by consumers, whether they

buy books through the mail or at their local bookstore. The

president of the American Booksellers Association has linked

the rise in postal rates to a drop in retail bookstores' profits,

and has warned that postal legislation has "cut booksellers
l/

off from their source of supply"- and that "it is entirely

conceivable that within the next five years the only bookstores

in this country will be large, general in nature, and located
2/

in heavily populated areas."

ij/ Royce Smith, as quoted in "Publishers Weekly," 8/13/79

2/ Ibid.
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If public service funding is permitted to decline, as the

law now requires, the continued spiraling of these already

staggering rates is inevitable. The rate spiral which will

ensue will do far more harm to the economy than continuation

of this relatively modest, urgently needed support for the

nationwide mail system. It is thus specious to regard the

public service authorization as inflationary. We urge this

Committee to vigorously reject such false claims by adoption

of Section 3 as it appears in H.R.79.

Section 6 of the discussion draft deals with mail

classification changes. We applaud your staff's determination

to address the problem of procedures applicable to mail classi-

fication changes and experimental services; H.R.79 is silent

on these matters. Unfortunately, however, we believe that

Section 6 of the discussion draft fails to satisfactorily

resolve the problems which now exist. We cannot support it

in the present form.

That there is a need for legislation to streamline

and improve the procedures applicable to mail classification

changes cannot be disputed. The Postal Service is burdened

with a sometimes bewildering array of technical requirements

concerning eligibility of mail for particular classes, size,

shape, permissible enclosures and the like. These rules are

not even centralized: They are to be found in former Title

39, in the Domestic Mail Classification Schedule adopted by
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the Postal Rate Commission and in the Postal Service's own

manual.

The existing law purports to provide a mechanism by

which changes in these rules can be made, new services can be

introduced and requirements which have lost their meaning can

be eliminated. It is a matter of irreducible fact, however,

that the existing procedures simply do not work. We will not

burden this Committee with a detailed recitation of the many

cases which support this conclusion. Two modest examples may

suffice. For many years the Postal Service has had a rule

which limits the number of order forms permitted to be enclosed

in a book package. The rule -- the origins of which are lost

in the mists of time -- provided that no more than two order

forms were permitted. Our Association and other publishers

sought to liberalize the rule. After nearly four years of

hearings before the Postal Rate Commission in which hundreds

of thousands of dollars were expended, the Rate Commission

finally increased the number from a total of two order forms

to a total of five.

Another illustration, even worse, involves the

enclosure of Statements of Account with books. Under exist-

ing Postal Service rules a publisher is permitted to enclose

an invoice or bill but not a statement of account. For ten

years our Association has sought to get this rule changed.

Our efforts to date have been fruitless and it is impossible
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to calculate the cost which we have incurred in this unsuc-

cessful effort to eliminate a rule which have long since

lost any meaning in the real world.

These relatively modest examples and other major

classification changes which have gone awry under the existing

law make it possible to identify the reforms which are needed

to make the classification process an efficient and effective

one, one which serves rather than hinders the public interest.

Fir3t, the existing law fails to distinguish between rule

changes which can be made by the Postal Service unilaterally

and those which require Postal Rate Commission approval; the

result is that virtually all changes, no matter how minute

or obscure, must be submitted to the Rate Commission and sub-

jected to the costly and cumbersome hearing processes which

that agency requires. Secondly, the existing law fails to

distinguish between classification matters and rate matters;

the result is that relatively simple rule changes become en-

meshed in major ratemaking proceedings to which they are wholly

unrelated and the cost burden of affecting simple changes be-

comes grossly disproportionate to the benefits which the rule

change will yield. Third, there appear to be sharp ideological

differences between the Rate Commission and the Postal Service.

As a consequence, changes which the Postal Service and all

affected mailers want too often encounter resistence if not

outright rejection in the hands of the Postal Rate Commis-

sion. The disputes over ECOM and Third Class Carrier Presort
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Discounts are prime examples of this problem. Lastly, as the

result of court decisions construing the existing law, the

Postal Service cannot even institute experimental changes in

service without Postal Rate Commission approval -- another

obstacle to sorely needed postal innovations.

Regrettably, Section 6 of the discussion draft fails

to adequately address any of these issues. Subsection (a) pur-

ports to differentiate between operational matters over Wich

the Postal Service has exclusive control and classification

matters which require Postal Rate Commission approval. It

is simply too vague. Subsection (b) continues the failure of

existing law to sharply distinguish between rate matters and

classification matters; and this is calculated to perpetuate

the difficulties which the existing law now creates. Subsec-

tion (c) continues the practice of requiring full hearings

before the Postal Rate Commission without regard to the magni-

tude of the classification change involved; it will continue

to hamper the efforts of the Postal Service and others to

modernize Postal Service mailing requirements. Moreover,

Subsection (c) is somewhat obscure: it suggests that the

test for determining whether a change can be made without

hearings is its "substantial and immediate adverse impact

upon competition." Assuredly this is not or should not be

the sole basis for challenging a classification change or

in determining whether or not a change in classification

66-919 0 - 80 - 18
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without hearing is in the public interest. Finally, although

Subsection (e) affords the Postal Service the right to in-

stitute experimental services, this right is restricted by

Section 7(b) of the draft which requires PRC determination

that the service is indeed experimental and which, therefore,

opens the door to direct PRC regulation of experimental

services.

Our Association does not believe that the Post

Service should be given unilateral authority in classification

matters. A system of checks and balances is obviously required

to protect mail users, competitors and the public. At the same

time, the Postal Services does need to be given greater flexi-

bility and freedom of movement in its initiation of classifica-

tion changes. We believe that this flexibility can be achieved

by placing initial decision-making authority in the hands of

the Postal Service, subject to review by the Rate Commission

or some other independent disinterested panel. We believe

that provisions of the discussion draft are too restrictive

and will fail to accomplish the desired goal. At the same

time we believe that language which strikes the appropriate

balance can be easily drafted.

On a related matter, we are deeply disappointed

that neither the House nor Senate bills deal with the costing

principles to be applied by the Postal Rate Commission and

the Board of Governors in ratemaking proceedings. As the



269

result of decisions by the Court of Appeals and determinations

by the Postal Rate Commission, the ratemaking standard enacted

by Congress in 1970, and embodied in Section 3622(b) of the

Act has been twisted beyond all recognition. In 1970, the

Congress specifically decreed that it was impermissible to

base postal rates on a Fully Distributed Cost methodology. The

Congress recognized that the Postal Service is not a utility

in the same sense as a gas company or an electric compan

Rather, the Congress recognized that the Postal- Service is

a social institution in which marketing considerations and

the value of mail to recipients should play an important role

in the determination of rates for each of the several classes

and sub-classes.

The court decisions and the determinations of the

Postal Rate Commission have virtually eliminated these social

considerations from the ratemaking context. Economic purists

might be able to maintain that the standard now being applied

by the Postal Rate Commission is not a Fully Distributed Cost

method. But, for all practical purposes it leaves no room

for consideration of noncost factors such as the value of

mail in the hands of the recipient and of the marketing needs

of the Postal Service. If the current standard is not, as a

matter of economic theory, a fully distributed cost it cer-

tainly is one as a matter of fact.
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This is not what Congress intended in its enactment

of Section 3622(b) in 1970. And, this is not the standard

which, as a matter of sound social policy, should apply to the

establishment of postal rates. The fact is that the Postal

Service is a social as well as an economic institution; it is

not the same as a gas company or an electric utility engaged

in the provision of fungible, undifferentiated service. The

irony is that postal rates are increasingly being determined

on the basis of fully distributed costing principles at a

time when the regulatory agencies responsible for rates for

other utilities are beginning to increasingly abandon that

policy. We have seen, in recent years deregulation of air-

line rates, of rates for railroads, and a significant move

to relax rate regulation of truckers. In the communications

field, which is perhaps most similar to the Postal Service,

the Federal Communications Commission has increasingly relaxed

its rules in order to permit communications common carriers

to based their rates upon marketing considerations, demand

and nondistributed cost factors. The ratemaking method which

the Postal Rate Commission and the courts have imposed upon

the Postal Service is, even in the conventional utility fields,

out of date.

Clearly, remedial legislation is required to restore

the original intent of Congress. We do not believe that the
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drafting of an appropriate ratemaking standard is overly diffi-

cult or unduly complex. We do believe that a reaffirmation by

Congress of its original intent with respect to ratemaking is

imperative if the Postal Service is to survive as a viable,

nationwide information distribution service.

Although we support Section 8(a) of the discussion

draft in principle, we believe that three changes should be made

to this section in order to clarity its intended effects. This

provision, which is the counterpart of Section 9(a) of H.R.79

is intended to eliminate an anomoly in the present law. As

the House Report explains, the existing law permits publishers

and distributors to mail books, films, sound recordings and

some types of educational materials to schools, libraries and

nonprofit organizations at the library rate rather than at the

higher fourth-class book rate. However, the existing law does

not permit these educational institutions to use the library

rate when returning these materials to the publisher or distri-

butor. Section 8(a) of the discussion draft, and Section 8 of

H.R.79 rectify this anomoly by permitting the shipment of these

educational materials "to and from" the pertinent educational

institutions. To this extent, we believe that the Section is

in the public interest because it will make the lower library

rate available to educational and learning institutions which

operate on extremely limited budgets.
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However, our association believes that Section 8(a)

of the discussion draft needs clarification in three modest but

significant respects. First, we believe that the public interest

will clearly be served by permitting *catalogs' as well as

teaching aides, guides and maps to be mailed to and from edu-

cational institutions and institutions of learning at the

library rate. We note that the House bill specifically in-

cludes "catalogs" among the eligible material. The discrsion

draft is unclear on this point. We believe the text should be

amended to specifically include catalogs amoung the eligible

material. We note that the section-by-section analysis speci-

fically includes catalogs, and this omission from the text

of section 8(a) seems inadvertent.

Secondly, we would ask that the term library be

defined to include all libraries which are open to any segment

of the public or are at least operated on a nonprofit basis.

Unfortunately, the Postal Rate Commission has interpreted the

term library to be limited solely to "public libraries.* It

thereby denies the benefits of this rate to libraries operated

in conjunction with parochial schools or such institutions as

the Folger Library which serve a most useful public function

but which are not public libraries in the conventional sense.

We believe that this limiting intrepretation imposed by the

Postal Rate Commission is contrary to Congress' original

intention. It should be rectified.
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Third, as drafted, Section 8(a) only amends Section

3626(a) of the Act, which provides for extended phasing of

Library Rates and which expires in 1987. We believe that Section

8(a) should be treated as an amendment to the Title. Otherwise,

the change effected by Section 8(a) may be construed to expire

when phasing expires. Clearly, this is not intended.

We have little comment on the substance of Sections

9, 10 and 11 of the discussion draft. Our association stood

in opposition to the Postal Reorganization Act of 1970 because

wo felt then, as we do now, that the concept of an *independent"

postal corporation operating on a "break-even* basis is unsound

as a matter of policy and unworkable in practice. We were

concerned then that the creation of an institution which is

not accountable to the elected representatives of the people

(either legislative or executive), would lead to grave diffi-

culties. And, although some strides have been made under

the current Postmaster General, the overall direction of the

Postal Service in the past ten years compels the conclusion

that we were correct. In our view, neither the House bill

nor the discussion draft come to grips with the fundamental

problem -- the issue of accountability. The House bill

abolishes the Board of Governors but, concomitantly, greatly

increases the authority and jurisdiction of the Postal Rate

Commission so that it may be doubted whether true accounta-

bility has been achieved. The discussion draft merely makes
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cosmetic changes in the composition of the Board of Governors

and does not, in our review, significantly enhance the ability

of the Congress and the Executive Branch to require the Postal

Service to account for its actions and its service to the

public.

Although the issue of the proper organization of the

Postal Service is undeniably of importance, we urge this Com-

mittee not to address it, in the context of the present q-

legislation. We are fearful that this debate will detract

from, or otherwise defeat, urgently needed remedial postal

legislation. We believe this Committee's first priorities

should be to the questions of restoration and increase of the

public service authorization and resolution of the important

problems relating to mail classification and ratemaking [roce-

dures. We submit that, unless these problems are resolved in

the current session of Congress, the Postal Service and mail

users will be confronted with a genuine crisis. The problem

of reorganizing the Postal Service so that it is accountable

to the American public is one with which we have lived for

more than a decade. It should not be permitted to delay or

defer legislation on these narrower but far more urgent matters.

Mr. Chairman and members of this Committee, we submit

that remedial postal legislation is urgently needed. We are

concerned about the distribution of educational, cultural,

scientific, and informational material in our country. We
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are concerned about the Postal Service -- about whether it

can, or even should, be expected to make ends meet, and whether

it can operate hobbled by unnecessary and antiquated management

restrictions. We believe that a good bill can be developed

based on your discussion draft, and H.R. 79: a bill that

will .ease the genuine crisis in which we in the book industry

and the Postal Service now face. We are prepared to cooperate

with this Committee and its staff in achieving that g6al.
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of the
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April 16, 1980

My name is Timothy J. May, General Counsel of The

Parcel Shippers Association. I am accompanied here today

by David A. Bunn, Executive Vice President of the Association.

The Parcel Shippers Association is an organization of approx-

imately 200 members, primarily small businesses, who use the

Postal Service to deliver small parcels to their customers.

Our members are also heavily reliant upon the Postal Service

as the principal means £6r soliciting sales from their

customers; and these customers in turn use the Postal Service

to place orders for merchandise, and to pay their bills for

that merchandise. A large number of our members are also

extensive users of the United Parcel Service as well as the

Post Office for delivery of parcels.

The Parcel Shippers Association is very pleased to

have this opportunity to comment upon S. , postal

legislation introduced by Chairman Glenn.

Section 2(c) of the bill, dealing with OSHA,

provides that the Postal Service can litigate OSHA related
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matters on its own behalf without securing the consent of

the Attorney General. We believe that this is a desirable

change; in fact, we would hope the bill would go further and

permit the United States Postal Service the true independence

that the authors of postal reform claimed they were granting

to the Postal Service: the freedom to litigate in all matters

without the consent of the Attorney General. We would hope

then that we would never see the ludicrous situation that

recently occurred in which the Solicitor General of the

United States filed a pleading before the United States

Supreme Court opposing a request of the United States Postal

Service that the Supreme Court certify a matter for review,

while serving at the same time as the attorney for the United

States Postal Service -- a classic conflict of interest.

Section 3 of the bill attempts to strengthen the

Postal Service's efforts to deal with unscrupulous mail order

operators who are conducting schemes to obtain money through

false representations. We certainly applaud the intentions

of this section and, generally, support all efforts to rid

the mail order industry of these types of shady operators

which give an undeserved black eye to the entire industry.

However, we must raise a cautionary note. Section 3(f) appears

to give what are, in effect, subpoena powers to the Postal

Service to gain access to inspect and copy books and other

documents which the Postal Service determines to be relevant
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to "any advertising claim, expressed or implied, for any

product or any service offered for sale by mail." As so

often happens when the police powers are exercised to

apprehend the guilty, the rights of the innocent can be

infringed. As we read this section, anyone engaged in the

mail order business could be visited with a demand from the

Postal Service to turn over for inspection and copying any

documents or books in their possession which the Postal

Service deemed to be relevant to any advertising claim.

Furthermore, the subsection provides that a refusal to comply

with such a demand constitutes probable cause to believe that

the false representation section of the Act is being violated.

We believe such a power is far too searching and would

inevitably result in abuse; therefore, unless seriously cir-

cumscribed in its application, we must regrettably oppose this

provision.

Section 4 of the bill provides that the Postal Service

can assess civil penalties for failure to pay the correct

amount of postage up to an amount equivalent to the postage

owed -- a so-called "double damages" section. We believe this

is overreaching on the part of the Postal Service, since there

is no requirement for scienter on the part of the mailer, nor

any requirement that the Postal Service, as a condition to

imposing the penalty, find that there was a willful failure

to pay the requisite postage. The correct calculation of
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postage is often a rather complex matter which is as little

understood by the local postal officials themselves as by the

mailer. I have represented numerous mailers in such matters

and have found that, more often than not, the incorrect

amount of postage was paid upon the advice and agreement of

local postal officials who, it turned out, were at least as

equally ignorant of the regulations that would determine the

correct postage as the mailer himself.

Section 5 of the legislation we regard as perhaps

the most important provision, even though it may seem bad

timing given the fiscal austerity that is preached from both

ends of Pennsylvania Avenue. This section amends section

2401(c) to provide that there would be a permanent appropria-

tion for public services of $920 million. As the Chairman

and the -members are aware, the public service appropriation

continues to decline by 10% per year. The amount authorized

for the next fiscal year, even if it should be appropriated

(an unlikely prospect) would constitute only some 3% of the

total budget of the United States Postal Service for the next

fiscal year. The public service appropriation has always been

substantially inadequate for the purpose for which it was

intended. The $920 million that would be authorized under

this provision is itself grossly inadequate, but it is more

than welcome and perhaps is all that can be ?rudently sought

in these times.
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This section further amends the language to make

it far clearer what the purposes of the appropriation are,

that is, to ensure the continuation of a comprehensive nation-

wide postal system that is of value not only to the nation

but to all recipients of the services.

This section also-amends Section 2401(d) to require

the Postal Service to report annually in its budget to the

Congress how the $920 million was spent in the preceding

year and how it is to be spent in the forthcoming year, with

the further requirement that the Postal Service must allocate

these expenditures by postal function. This language betrays

an unawareness of the way in which the public service appropria-

tion has traditionally been applied by the Postal Service.

There are no particular functions, as such, which could proper-

ly be said to be the fit subject for a public service apprcpria-

tion. The public service exists for the maintenance of a

nationwide system which performs services which a purely

business organization would not perform because they were not

profitable; In the past these appropriations have, in effect,

been spread over all network costs of the system which could

not be specifically allocated under costing or accounting

procedures to any particular class or subclass of mail. We

believe it would be a mistake to change that methodology.

Moreover, it would be the exercise of purely arbitrary and

unguided discretion by the Postal Service to select any partic-

ular function or functions to which to allocate the public

service appropriation.
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Perhaps the most significant changes effected in

this legislation are those contained in Section 6, dealing

with mail classification. We regret to say, that we cannot

support most of the provisions in this section because we

believe they are unworkable, incomprehensible, and perhaps

even self-contradictory.

Section 3623(a) provides that in the classification

schedule which is to be adopted the schedule should not

include instructions or procedures concerning postal oerations

and administration. While this language is still somewhat

vague, we believe that it might be helpful in clearing up

matters of serious contention between the Postal Service and

the Postal Rate Commission as to the proper borderlines of

their respective jurisdictions, often with the using public

being caught in the middle. A very good example currently in

dispute between the Postal Service and the Postal Rate Commis-

sion is whether the Commission can dictate to the Postal Service

the sacking requirements for bulk mail. As users we prefer that

the Postal Service have the operating flexibility to decide

what makes most sense about how much mail has to be put in a

sack to make up a sack, and how the contents of that sack are

to be tied out. We, therefore, do not believe that to be a

fit subject for adjudication by the Postal Rate Commission.

Section 3623(c)(1) provides that the Postal Rate

Commission is to establish expedited procedures for the
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review of Postal Service proposals for changes in classification.

This section is silent as to what procedures are to apply in

the case of proposals by the Postal Rate Commission itself or

by an interested party other than the Postal Service. This

subsection does provide that the procedure should make a

public hearing available to an interested party if that party

so requests it within 30 days after the Postal Service has

noticed the change.

Section 3623(c)(2) then provides that the Postal Rate

Commission must, within 90 days, rule as to whether the requested

classification change "is likely to result in a substantial

and immediate adverse impact upon competition in the provision

of postal services." While the section is silent on the matter,

we presume that those members of the public who have indicated

an interest in a hearing would be allowed to have their hearing

within this 90 day period. If, after the 90 days have passed,

the Postal Rate Commission makes a negative finding unuer this

section, then the Commission shall notify the Governors who

may then proceed to adopt the classification change.

Apparently, this change may be adopted irrespective of the

wishes of the users of the mail. In other words, while the

Commission may make a correct finding that the change does not

cause an immediate adverse impact upon competition in the

provision of postal services, whatever that means, the

classification change may be quite damaging to mail users in
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many other respects. Apparently all other normal criteria

presently in use for determining the lawfulness of a

classification are to be done away with in these circumstances.

We cannot protest strongly enough against this particular

provision of the bill. Moreover, I defy anyone to give a

common sense definition of just what is meant by "a substantial

and immediate adverse impact upon competition in the provision

of postal services." I have been of the impression that no

entity other than the United States Postal Service, provides

postal services as such. There are some private entrepreneurs

who do provide some services that the Postal Service also

provides, but they could not be called "postal services."

In the event, however fanciful, that the Rate

Commission would make a positive determination, that is, that

such adverse impact upon competition in the provision of postal

services would result, then, and only then, does the Postal

Rate Commission review the proposed classification change in

accordance with the classification criteria of the Act.

Section 3623(e) provides for the first time for the

implementation by the Postal Service of experimental services.

The Postal Service is authorized to propose experimental mail

classifications accompanied by experimental rates and fees

.. . for services not otherwise available under the domestic

mail classification schedule." A procedure is provided whereby the

Postal Service will submit such a request for an experimental change

to the Postal Rate Commission which then must determine within

60 days whether the experimental change is properly experimental
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according to some rather common sense criteria:

1. The novelty of the new service;

2. The availability or lack of availability

of data relating to the service; and

3. The scope and magnitude of the change.

If the Postal Rate Commission finds, according to

that criteria, that it is properly an experimental service,

then the Postal Service can implement it for a period of two

years.

We do believe that the Postal Service needs to have

the authority to try new things without being tied in knots

by the Postal Rate Commnission or, what has more often proved

to be the case, by certain Federal District Courts. However,

the section also provides that the Postal Rate Commission

can require'the Postal Service tQ submit information that it

believes is necessary in order to make a judgment about these

three criteria.

If past form is any guide to the future, then we

fear that the information demands of the Postal Rate Commission

will be so extensive that the usefulness of this provision

to the Postal Service and to the public will be entirely lost.

After all, the principal justification for allowing the

experimental service is that the Postal Service simply does

not have the kind of data and information that it would need

in order to make a request for a permanent change. It seems
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somewhat contradictory to permit the Postal Rate Commission

to demand all variety of data and information about an

experimental service, when the principal reason for it being

an experimental service is that it does not have the data and

information.

More to the point, we cannot imagine the Postal

Service ever trying to seek an experimental change if the

provisions of new Section 3623(c) were to be adopted. It

seems to us that it is a far easier and less cumbersome task

to achieve the adoption of a permanent classification change,

where the sole question to be determined by the Postal Rate

commission is whether there is an adverse i-ipact upon

competition in the provision of postal services, than an

experimental service, where there are three criteria which

must be examined, and possibly voluminous information and

data supplied.

We also note that both Sections 6 and 7, dealing

with these classification changes, are themselves an experiment

which would presumably lapse after three years. We are

puzzled by that. If these provisions make sense they should

not be enacted for such a limited period of time.' Of course,

as we have already noted, we think they largely do not make

sense.

section 3624(c) (2) is amended to provide that the

Postal Rate Commission cannot capriciously add on large lumps
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of time to the 10 month limit for postal rate hearings, but

rather are held to the much stricter standard which we

believe the Congress intended in the first place. The Postal

Rate Commission must make a finding that the Postal Servic

failed to respond to a lawful order within a reasonable time;

it must make a finding as to what a reasonable time would have

been; and then it can only extend beyond 10 months by the

lesser of:

1. One day for each day of unreasonable delay; or

2. One day for each day of the Postal Service's

failure to respond beyond a reasonable time.

We believe this change in the law is absolutely essential,

given the very serious past abuse of this power by the Postal

Rate Commission.

Our last comment deals with the provisions in Section

10 that disqualifies for membership on the Board of Governors

of the Postal Service or as Commissioners of the Postal Rate

Commission those who have been in the employ of the Postal

Service or the Postal Rate Commission for a period of five

years after leaving that employment. This seems to us

terribly wrong headed and unfair. While the legislation calls

for all kinds of expertise and qualifications on the part of

those who would serve in those capacities, the legislation

then deprives both institutions of the services of those who

might most likely possess the knowledge, experience and
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background to be of use as a Governor or a Commissioner.

We understand Mr. Chairman that the legislation

that you have introduced has been largely designed to elicit

comments and suggestions. We find this legislation to be

only the most tentative beginning at addressing the very

serious problems that afflict the Postal Service. We trust

that we shall have the opportunity over the next several weeks

to work with the Committee Staff and other interested members

of the public in evolving a piece of legislation which will

truly answer some of the problems faced by a modern Postal

Service.



288

STATEMENT OF THE NATIONAL NEWSPAPER ASSOCIATION
AND THE AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION

Good morning, Mr. Chairman, my name is Arthur B. Sackler, and

I am General Counsel to the National Newspaper Association. With me

this morning is David Dear, President of Dear Publications, Washington,

D.C., and a member of the Postal Committee for the American Newspaper

Publishers Association.

We are pleased to have the opportunity to discuss postal reform

with you, focusing principally upon the draft bill which you have cir-

culated and H.R. 79, which is currently pending before this subcommittee.

We also appreciate the opportunity to comment upon another issue crucial

to our members -- reduction of mail delivery from six days to five.

NNA and ANPA support principles of postal reform which will permit

the Postal Service to maintain both service and rates at levels con-

sistent with two hundred years of tradition and formal government policy.

Current judicial decisions and the fall-out from inflation are inter-

fering with this consistency and greatly escalating the necessity for

legislated reforms. For this reason, we endorse certain provisions of

your bill, but feel we are not prepared at this time to do so with other

provisions. We support the basic provisions of H.R. 79.

For the record, allow me to describe briefly the composition of

both organizations and then refer to an individual member newspaper.

The National Newspaper Association is a national trade association

representing some 5,000 weekly newspapers and about 500 small city

daily newspapers. NNA was founded in 1885 as the National Editorial

Association and has had a deep interest in newspaper use of the mails

for many years.

The American Newspaper Publishers Association is a trade associa-

tion of 1,370 member newspapers that represent more than 90 percent

of the daily and Sunday newspaper circulation in the United States.

Many non-daily newspapers are also members.
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We would also like to describe the situation of a typical mailed

newspaper, the Yankton Daily Press and Dakotan, Yankton, South Dakota.

This is a six-day per week evening paper with 10,800 circulation. It

was founded in 1861. Approximately 4,500 subscribers receive their

copies by mail. This is down from approximately 5,500 as recently as

three years ago when the overall circulation was less than 10,000.

At that time, 70 percent of the paper's subscribers relied at least

in part on the Postal Service foi their daily newspaper. Since 1972,

the cost for a mail subscription within the paper's primary service

area has risen from $18 to $36 while the percent of this cost allocable

to postal rate has risen from 18.3 percent to 33 percent during the

same period.

Newspapers and the Mail

Before commenting on specific sections of the bills, we would

like to highlight for the Committee some of the background of weekly

and daily newspaper interest in the U.S. mail. That interest goes

back two centuries and strikes at the heart of what makes the First

Amendment such a national treasure.

It is the U.S. mail-which historically has "bound the nation to-

gether" and it is the newspaper which has provided the basis upon

which an informed electorate has been able to sustain our democratic

system for so long. While it is true that those who live in urban

areas do not normally associate their daily newspaper with the U.S.

Postal Service, such is not the case for those urban readers who have

special needs and for the great bulk of our population which resides

in suburban and particularly rural areas. It is also not the case
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for those who wish to receive printed news from distant places. Allow

me to treat each one of these points separately.

Newspapers recognize that many of their subscribers have special

situations -- such as being handicapped, elderly, having some other

physical limitation, or simply living in those sparsely settled areas

of the country -- which from a newspaper circulation standpoint require

special treatment. Private carriers are sometimes able to fill these

needs through individual arrangements for the distribution of newspaper

copies to these subscribers. Often, however, the best way to serve

these readers is to use the U.S. Postal Service to deliver copies

along with other mail. Although not as much of the time as we would

like, this procedure usually results in relatively speedy and convenient

delivery to those important readers. The expense, however, is sub-

stantially greater to provide this specialized service.

Residents of suburban areas of the U.S. often have found themselves

caught between conflicting rural and urban interests. For newspapers --

both weekly and daily -- these readers are some of the most important.

Suburbs around the country are extremely varied. Some are almost

urban while many are essentially rural in appearance. For the resident

of these areas who wishes to read a newspaper regularly, he or she

often will be able to receive copies by carrier delivery -- because

many publishers reach readers in urbanized areas more efficiently

outside the USPS. For more rural suburban readers, however, the Postal

Service offers the best means to receive a paper regularly. That

efficiency continues to be threatened each year that postal rates in-

crease -- both through "phasing" and through other rate increases.
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The rural resident historically, and still today, is the most

important user of the U.S. mail to receive newspapers regularly. It

is the person separated by miles from an urban or suburban center

who is forced to rely on the Postal Service for the delivery of any

newspapers. The past eight years have witnessed a dramatic increase

in the amount of a newspaper subscription price allocable to postal

costs. The prospect of cutting off newspaper contact with a nearby

town or even a city -- because of the expense of a U.S. Postal Service-

delivered newspaper subscription -- is not a pleasant thought. A

nation which values its rural residents as highly as does the United

States must be very careful about governmental action which makes

information dissemination within these areas financially untenable.

Finally, for the reader who wishes to remain informed about

developments in his or her distant home town or home city, the U.S.

Postal Service remains the only option. In a society with the tremen-

dous degree of mobility that we have experienced in recent years, this

matter becomes even more important. Does it truly serve to bind us

all together if we rust sever day-to-day or week-to-week contact with

our home communities because of the high cost of continuing to receive

newspapers from home? Mr. Chairman, we are sure that you see here in

Washington many of the newspapers published in your home state of Ohio.

Does not the economical receipt of those newspapers, promptly, and in

good condition, here in Washington, facilitate your understanding of

your constituents back home? Is it not in the highest national interest

to make that process as widely available as possible for all people

at the lowest possible cost?
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Senator Glenn's Draft Bill

Mr. Chairman, NNA and ANPA reccgnize that your draft bill encom-

passes many postal issues. The interests of our members do not extend

to all those issues and the provisions dealing with them. Therefore,

our convents will be confined accordingly.

Section 4 of your bill is an effort to put some "teeth" into the

Postal Service's capacity to enforce lawful payment of postage. NNA

and ANPA certainly do not disagree with the concept of improving the

Postal Service's ability to obtain the payment of lawful postage.

However, the thrust of this section does give us cause for some concern.

Newspapers typically have a fairly involved process in determining

appropriate postage, with the usual formula of weight and pieces com-

plicated by determining the precise ratio of editor-ial to advertising

matter. This inevitably leads to good faith mistakes as to postage

due on the part of the newspaper and on the part of the Postal Service

through its local and regional representatives. Although the local

postmaster cannot, by law, bind the Postal Service to his determination,

the publisher -- or other mailer -- will in practice frequently rely that

determination. The Postal Service, though willing to compromise the

amount owed, in some egregious financial circumstances, generally does

not view fiult on the part of the local postmaster -- or other official --

as mitigating the underpayment of postage. As an example, in one recent

instance, the Postal Service imposed a charge of more than $13,000 in

postage due from the publisher of The Trapper, Sutton, Nebraska, despite

the fact that it acknowledged the fault of local postal officials, and

despite the fact that the publisher cannot afford that sum. It declined

to accept a symbolic offer of settlement -- premised on a mitigation

theory -- as unrealisticallyly" low.
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Another common example of the problems posed by this section

involves advertising supplements properly inserted into newspapers

under existing regulations. Publishers often have to question the

postmaster at the local level as to whether a particular supplement

is acceptable. If the postmaster approves the supplement, the publisher

carries it on good faith that the postmaster knew what (s)he was talking

about. However, a postal inspector may later find that the publisher

carried an unacceptable supplement, which should have been mailed at

third-class rates. The publisher then faces a deficit postage charge

for the third-class postage which, according to the Postal Service,

should have been paid on that supplement at the time of mailing. Even

though the publisher had requested a postal official to examine and

determine whether that insert was acceptable to be mailed in the second-

class newspaper at second-class rates and that the approval was given,

the publisher must pay the deficit. Section 4 would cause him or her

to pay up to 100 percent of the postage paid as a penalty and may cause

a loss of the second-class mailing permit. This is a harsh penalty

indeed to pay for following the postal official's advice. NNA and

ANPA oppose such stringent penalties, at least for those violators who

do not intentionally nad knowingly underpay the Postal Service.

It would simply be unjust for publishers and other mailers to

be so heavily penalized when they are not clearly at fault; in fact,

it is wrong to make them even pay postage due under those circumstances.

One way to assure that they would not would be to require the Postal

Service to mak a fault determination and then to accept the fault of

a postal official or employee in full mitigation of any penalties and

postage due. We favor amending the bill to provide that reliance on

advice of Postal Service personnel should in no case lead to the

imposition of penalties, and properly should relieve mailersofaxnyobli-

gation to pay postage due.
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Section 5 of your bill provides, in part, that the annual public

service appropriation to the Postal Service be maintained at $920

million. NNA and ANPA strongly support this proposal. We recognize

in this time of intense interest in cost-cutting to achieve a balanced

budget, that appropriations to the Postal Service are under prime

consideration to be reduced or eliminated. For reasons we will discuss

in our comments upon terminating the sixth day of mail delivery, we

do not believe that this is a prudent approach to attain this objective.

In any event, we are indeed grateful to you for introducing this

provision at this time becuase it unmistakable demonstrates your

understanding of the public service concept in the Postal Service.

We believe, along with you, that the Postal Service is first and

foremost a public service. Continued congressional recognition of

this is essential if the U.S. is to maintain the best universal system

of mail service in the world.

The level of aopropiation which you have included is reasonable,

but clearly more than a mere token contribution. It is an effort to

bring what was the intent of Congress in 1970 into more reasonable

terms for the inflated dollar of fiscal year 1981.

There is indeed another important reason why continued public

service appropriations are so important to newspaper subscribers.

Without it, the people who live in rural and remote areas might have

to accept greatly reduced service and therefore lose their ability to

remain informed, in depth, about developments in their community, the

nation and the world. A mail subscription to a newspaper for a rural

American is one of his or her most valuable possessions. Those of us

who publish the newspapers that these people read want to make sure

that the price of that subscription is reasonable and that the speed

and certainty of delivery are at their very best.
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With respect to that part of section 6 of your bill which amends

the mail classification provisions, we will offer comments only apon

subsection 3623(a) bearing on the Domestic Mail Classification Schedule.

We neither endorse nor oppose the rest of the mail classification provisions,

urging only that a hearing be provided in any classification proceeding.

we believe that subsection 3623(a) constitutes a positive step

toward appropriately bringing into equilibrium the respective juris-

dictions of the Postal Rate Commission and the Postal Service. The

Postal Service is in need of flexibility in its operations and should

not be unnecessarily required to participate in a process which by

its very nature must consume time and will contribute toward reduced

flexibility. More adequately defining classes and subclasses under

the Domestic Mail Classification Schedule will aid in more clearly

delineating which issues are properly within the authority of either

agency. It will maintain PRC involvement in congressionally mandated

areas, yet offer the Postal Service a freer hand by more carefully

excluding matter clearly inappropriate for classification proceedings.

H.R. 79

As we indicated, NNA and ANPA support the fundamental provisions

of this bill. In our view, these provisions are: the public service

subsidy; and the additional phasing of in- and out-of-county rates.

For the reasons we enunciated relating to section 5 of your bill,

we even more strongly support the public service provisions of H.R. 79.

The gradual increase in the appropriation provided by this bill bespeaks

a concern on the part of the sponsors and the members of the House not

only of the need of the Postal Service subsidy, but also of maintaining

its level in real dollars in the face of severe inflation. However,

again, the mood of the nation and of the Congress is to balance the
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budget, and holding a level line on this appropriation, as you propose,

may well be a more realistic possibility under today's changed

circumstances.

At a time when this country is doing its best to stem the tide of

inflation, it is unfortunate that newspaper publishers were required

to absorb a 16-24 percent second-class rate increase last July. H.R. 79

would substantially soften that impact.

The bill would extend phasing for an additional two years for

regular rate publications -- for whom, the impact last year was most

severe, and the need from an inflationary standpoint, most pressing.

H.R. 79 also would extend phasing for publishers who mail their

newspapers within county to local -- and oftentimes rural -- subscribers.

It would also extend to readers of newspapers with fewer than 5,000

copies mailed outside of county. It is these people who depend on

their mail-delivered newspaper for the news of their local community

while it is also their window on local affairs that affect their daily

lives. If our national commitment to the swift and economical flow

of news and commercial information applies anywhere, it surely covers

the hometown weekly and daily newspaper subscriber. It is for him or

her -- the subscriber -- that this is all important.

We should point out that one of the reasons why postal issues have

become so important for newspapers recently is for the first time,

many publishers have had to recognize the expense of distributing by

mail. In most cases, this has been newspapers which distribute primarily

by carrier or mail in-county and which had had a very modest postal

bill in the past. With the quadrupling of postage bills for many new-

papers, however, what had been a modest amount has become a significant

figure.
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What has happened to this added expense? While a number of

publishers have been able to absorb some of the added cost, more and

more are finding it necessary -- and only fair -- to pass on this cost

to mail subscribers. Unfortunately, for many of these subscribers,

alternative delivery is not a real choice. With the last out-of-county

rate increase phased in this past July, and in-county rates increasing

again this July, those rural subscribers are going to find themselves

faced with the unfortunate choice of a higher-priced newspaper or no

newspaper at all. Mr. Chairman, this provision of H.R. 79 would help

solve at least a portion of that problem, and assure that we have a

mail system truly able to serve the informational needs of our urban,

suburban anO rural citizens.

Six-Day Mail Delivery

Both NNA and ANPA are deeply concerned with the recommendation

of the Senate Budget Committee to reduce federal subsidies to the

Postal Service by approximately $600 million.

-NNA and ANPA support the principle of balancing the budget, but

only by way of reasoned, deliberate spending reductions. In our

opinion, reduction of the Postal Service subsidy in this way, however

well-intended, would not so qualify because it would fuel inflation,

encourage higher postal rates, cause poorer service and deny many

newspaper readers -- especially those in rural areas -- the continuing

supply of detailed news and information necessary to a free society.

A reduction in appropriations of the magnitude proposed by the

Budget Committee would leave the Postal Service with little choice but

to reduce delivery from six days to five (the Postmaster General

officially recognized this at a public Board of Governors meeting in

Baltimore on April 1).
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There are several forseeable deleterious effects that withdrawal

of the subsidy and cutbacks in delivery would have. Mail users would

be forced to find alternate means of delivering their products on

days when the Postal Service cannot. The higher cost of such delivery

would be passed on to the consumer, which is inflationary and would

also increase fuel usage.

Those users bound by the Private Express statutes would renew

efforts to gain exemptions from the statutes since the Postal Service

itself has said repeatedly that if it cannot provide the necessary

service, users should be able to go elsewhere. This inevitable

exodus with its resulting drops in mail volume would force the Postal

Service to further cut services and raise prices inhibiting its ability

to remain a viable universal delivery service throughout our country.

Mr. Chairman, we are also very nuch concerned at the prospect of

reduction in the "revenue foregone" appropriation which the report of

the House Budget Committee suggests as one likely source of savings.

This could force a rate increase of almost 100 percent on the country's

smallest newspapers and their readers. We hope that you will join us

in seeking to limit any postal service appropriation reduction to public

service appropriations only. The "revenue foregone" appropriations must

remain at their present levels.

The effect upon newspaper readers would be substantial. In all

communities, but especially in rural areas and smaller cities, where

electronic media access, if any, is limited, newspapers alone or pre-

dominately perform the essential public service of news and information

dissemination. Readers in these communities depend heavily upon

reliable delivery of their newspapers. This is especially true on

Saturdays when farmers, on their typically lone day in town, will look

for sales and other information in their newspapers. Conversely, they

- I
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will look to timely advertise the sale of their commodities. Also,

in many communities, even those served by electronic media, the news-

paper is the only source of truly local news. Consequently, in thise

communities, the public service provided by newspapers could go unper-

formed on the day with no delivery.

Mr. Chairman, we urge you and the other members of this subcommittee

to scrutinize this proposed subsidy reduction for the Postal Service

to see if it would truly serve the public interest. Although we have

no doubt of the good faith implicit in this measure as an effort to

balance the budget, we believe that a careful consideration of its impact

along with the cold figures will demonstrate its imprudence in the broader

context.

Mr. Chairman, both NNA and ANPA very much appreciate ths oppor-

tunity to appear before you on these pressing postal matters. Mr. Dear

and I will be glad to take any questions you may have.

66-919 0 - 90 - 20



300

PREPARED STATEMENT OF KENT RHODES, PRESIDENT, MAGAZINE PUBLISHERS ASSOCIATION

Mr. Chairman and Members of the Committee:

I am Kent Rhodes, President of the Magazine Publishers Association.

I am pleased to be a member of this panel and to have this opportunity to express

MPA's views on postal issues of importance to all mail users.

MPA currently has 176 members who publish 625 magazines. These

magazines account for over 60 percent of total audited magazine circulation

as reported by the Audit Bureau of Circulation - about 165 million copies per

issue. MPA's members also account for over 80 percent of total magazine

advertising revenues, as reported by the Publishers Information Bureau. Our

members are major customers of the Postal Service and most are dependent on

USPS for both the marketing and distribution of their products to the American

public. A financially healthy, service-oriented postal establishment has

always been and will continue to be, vital to their success.

Public Service Appropriations.

MPA beleives that public service appropriations should not be decreased,

but rather should be increased substantially to cover the costs of services

which the Postal Service provides in response to the general public need.

These are services which most mail users do not need or want, services over

which mail users have no control, and services about which mail users are not

even consulted. In fact, most of these services are for the benefit of the

recipient of the mail, not the mail user who is the sender of the mail. Examples

of such public services would include:
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-- The 40,000 post offices and stations maintained by the Postal

Service

-- Delivery to the door

-- Frequent deliv,.ry to remote and sparsely populated areas.

These are typical of services which the American people have made

clear to you -- their elected representatives -- they want maintained and that

should be funded, in part, at least, through the public service appropriation.

The level and quality of service is now at an absolute minimum and

as you well know, there has always been a public outcry when efforts to cut

service below existing levels are proposed.

The 1970 Postal Reorganization Act initially authorized an appropriation

of 10 percent of the Postal Service's operating expense. That amounted to

$920 million. But inflation alone so eroded the value of the $920 million that

in 1977 it represented only 6 percent of total operating expense.

The Commission on Postal Service in 1977 supported "the historical

policy that the Postal Service does have public service aspects and that the

public's stake in these justifies public service appropriations." It recommended

that in each year through fiscal 1985 the public service appropriation be increased

so as to equal 10 percent of the previous fiscal year's operating expense. If the

Congress had accepted that recommendation the public service appropriation for

1981 would be $2.1 billion. The Congress did not act on that recommendation. We

think that was a mistake.

Instead, under the provisions of the 1970 Act, the authorization for

public service for fiscal 1981 is only $736 million or 3.5 percent of total

postal operating expense as the chart indicates:
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Public Service Authorizations as a Percent

of Total Postal Operating Expenses

FY 1971 - 1981

($ millions)

Total Postal Public Service Percent
Operating Expenses Authorization of Total

Post Office Dept.

FY 1971 $ 8,955 $845 9.4

U.S. Postal Service

FY 1972 $ 9,585 $920 9.6

FY 1973 9,926 920 9.3

FY 1974 11,295 920 8.1

FY 1975 12,578 920 7.3

FY 1976 13,923 920 6.6

FY 1977 15,310 920 6.0

FY 1978 16,220 920 5.7

FY 1979 17,596 920 5.2

est. FY 1980 19,009 828 4.4

est. FY 1981 21,314 736 3.5
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The public service appropriation should not be cut further - It is at rock

bottom now. At the barest minimum, it should be established on a permanent

annual basis of at least $920 million which would be 4.3 percent of 1981 postal

expenses. Further, future Congresses should review the issue to determine

when the appropriation can be raised so that the government will be paying its

appropriate share of the cost of operating the Postal Service.

Postal Ratemaking.

In addition to public service funding, MPA believes another major

and critical issue facing the Postal Service has to do with how postal services

are priced. We were pleased to find that in the initial draft of this bill

that was circulated by the staff of this subcommittee, a section addressed

this problem but it has since been dropped. We urge that appropriate language

dealing with ratemaking be included in the form of an amendment to this bill

at the time of markup.

For the benefit of subcommittee members who may not be familiar with

our postal ratemaking concerns, a short review may be in order:

On January 7th the Supreme Court denied the Petitions for Certiorari

ffied by MPA and other mail users which sought Supreme Court review and, we

hoped, reversal of recent decisions of the Court of Appeals for the District

of Columbia. These had construed the Postal Reorganization Act as requiring

that postal prices be determined almost exclusively on the basis of cost

accounting principles, leaving virtually no discretion in the Postal Service

or the Postal Rate Commission to apply the non-cost criteria of the Act.
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You will recall that in all four rate cases since passage of the Act

in 1970, the Postal Service and the Postal Rate Commission were in complete

agreement that Congress intended (1) that each class and subclass be required

to pay rates sufficient to cover their volume variable costs, i.e., the non-

fixed costs of the Postal Service and (2) that the fixed costs, except for those

paid out of the continuing appropriation, be allocated among the for-profit

mail users by applying the non-cost criteria of the Act. That fundamental

interpretation of the Act was concurred in by the impartial Commission on

Postal Service in 1977. That Commission in its recommendations stressed what

the Postal Serviced the Postal Rate Commission and the Congress already know:

that unless non-cost factors -- such as value of service, relative demand,

competition in the private sector and the relative importance to the recipient

of the various types of mall matter -- were given significant consideration

in setting postal rates, the Postal Service could not compete with delivery

services in the private sector and important public policy goals could not be

met.

Although the Supreme Court did not grant our petition, the appeal did

provoke the filing by tht Solicitor General of a remarkable document. We have

provided your staff witi copies our Petition and the government's response.

In essence, the Solicitor General stated that the Postal Service agrees in every

respect with our views, Lut that the government could not support Supreme Court

review because the Postal Service had argued before the Court of Appeals that

the rates established in the last rate case were lawful under the D.C. Circuit's

interpretation of the Act. In the document the Solicitor General states that

the Postal Service believes that (1) the NAGCP I decision "was wrongly decided",
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(2) the analysis of the legislative history of the 1970 Act contained in the

Petition filed bY MPA and Time Inc. was correct and (3) "this history demonstrates

that the court of appeals In NAGCP I misconstrued the Act." Notwithstanding

this unambiguous Postal Service position, the Solicitor General declined to

support Supreme Court review and concluded that:

"Although the Postal Service continues to believe that the

methodology dictated by NAGCP I is not the only methodology the

statute allows and that it and the Comission should be free to

utilize the discretion that Congress entrusted to them, it sees no

reasonable likelihood that the court of appeals, in future rate

proceedings, will retreat from the principles it announced there and

reiterated here. The Postal Service is thus faced with two equally

unattractive alternatives. It may continue to set rates in accordance

with principles that it finds unacceptable (albeit lawful), or it may

set rates that will almost certainly be struck down by the court of

appeals, thus jeopardizing a complex and comprehensive postal rate

scheme that involves billions of dollars annually. Whatever course

the Postal Service may choose in the future, however, the fact remains

that the rates petitioners challenge are lawful, and the government

therefore cannot acquiesce in petitioners' suggestion that this Court

review and, ultimately, overturn them."

That is a cruel and intolerable position for the Postal Service to be

left in. Congressional action is in our view, and we believe the Postal Services'

view as well, imperative. Otherwise, postal rates will be established on the
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basis of arbitrary cost allocations having no relationship to cost causality

or to value of service. The Postal Service will suffer, we and other mail

users will suffer. And so will the general public.
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S.-

STATEMENT OF THE
CATHOLIC PRESS ASSOCIATION, ASSOCIATED

CHURCH PRESS, EVANGELICAL PRESS ASSOCIATION
AND AMERICAN Ji ;ISH PRESS ASSOCIATION

TO THE U. S. SENATE
ENERGY, NUCLEAR PROLIFERATION AND

FEDERAL SERVICES SUBCOMMITTEE

April 16, 1980

Mr. Chairman, my name is Alan Caplan, Circulation and

Marketing Director of the Jewish Exponent, a publication of the

American Jewish Press Association. I appear today as a spokes-

man on behalf of the Catholic Press Association, Associated

Church Press, Evangelical Press Association and American Jewish

Press Association.

We are delighted for the opportunity to comment on certain

of the provisions of the Chairman's bill and, specifically, to

urge an amendment thereto which is close to the hearts and

pocketbooks of the publishers of religious tracts, papers,

magazines and like material.

Before directing my attention to the bill and our sug-

gested amendment, permit me to introduce our four publisher

organizations: the Catholic Press Association, the Associated

Church Press, the Evangelical Press Association and the American

Jewish Press Association represent some 700 non-profit reli-

gious publications or publishers. The total per issue circu-
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lation of our member publications is approximately 70 million,

of which -about 20 milli-n i's attributable to.newspapers and

about 50 million attributable to magazines. Member religious

publications deliver over one billion pieces of mail, read by

several billion subscribers and others.

Our publishers stand at a very critical juncture in their

obligations to disseminate to the wide spectrum of readers --

families, congregations, institutions of religious study,

etc. -- items of news and articles of thought of religious

orientation. In this secular world, our publications are in

the forefront of those seeking to counter materialistic and

hedonistic inroads into our culture and into our religious

fibre. Freedom of the press and freedom of religion are fun-

damental rights in our society with which we and this Congress

should brook no tampering. What good are rights, however, if

the mechanism and means for enjoyment thereof are not also

available? It does little good to have a Postal Service and to

at once price it out of the access of those who would be users

thereof but for the cost.

Traditionally, since the very earliest days of the United

States Postal Service, recognition was given by this Government

to the invaluable contribution of the religious-oriented press

to the very fabric of our society.- Always, there was a special

niche carved out in the postal rate structure for publishers of

- 2 -



309

philanthropic, religious, labor, veteran, agricultural and

scientific media to assure their place and availability among

this country's readership. In enacting the Postal Reorgani-

zation Act of 1970, Congress once again attempted to spell out

criteria designed to protect and enhance the special postage

status of such publications. Congress, however, has been

thwarted in this effort by court interpretations and Postal

Rate Commission decisions.

Today, the position of non-profit publications has deter-

iorated a net one-third vis-a-vis regular-rate publications;

that is, taking into consideration all postal rate increases,

those of the non-profits have increased fully one-third more

than those of regular-rate publications. Even worse examples

abound and the worst is still clearly ahead of us: the Post-

master General is expected to shortly propose a substantial

rate increase which will go into effect in March, 1981. That

means that the present first class stamp costing 15 cents will

probably cost 18 cents as of that date. Similar price increases

are expected in all classes of mail.

Most of our members are second class non-profit mailers.

They will experience their annual rate increase of 18-25

percent this coming July 1 and a similar increase on July 1,

1981. In round numbers, this means increases totallisig 60-70

percent during the next sixteen months.

- 3 -
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Our only path to relief leads to Congress; the Postal Rate

Commission's hands are now tied by court decision. Congress

must step back into the picture to protect the very livelihood

of church and other non-profit publications throughout the

United States. If this is not done, the alarming trend toward

cessation or abbreviation of publications will accelerate --

and we will all be the losers!

Turning our attention to the Chairman's bill, we offer the

following specific comments:

First, we urge that the Postal Service expend from

its public service authorization -- proposed in the bill

at $920 million annually -- such sums as are necessary to

sustain and maintain sixth-day delivery. The chaos which

will be created if our churches, synagogues and bible

schools can no longer dependent on Saturday delivery of

their Sunday religious material will be of crisis pro-

portions. Such material is time-sensitive, to say the

least. Slipped or late delivery to the following Monday

will do no good. Press deadlines, in many cases, will be

pushed to the preceding week to meet a Friday delivery a

week later -- hopelessly dating any current material. Can

you imagine the religious press' coverage of the Pope's

recent visit: he would have come and gone in the time

span which the accelerated press deadline would have

- 4 -
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required. We must have sixth-day delivery -- and point

out to this Committee that earlier House legislation (H.R.

7700) was designed to require just such an expenditure of

the public service appropriation in the event ot 5-day

delivery.

Secondly, we urge the imposition by Congress of a

ceiling on the total costs to be paid by preferred mailers

under the Act. Specifically, we urge an amendment to the

Chairman's bill to provide that the postage paid by pre-

ferred mailers shall not exceed 60 percent of the postage

paid by regular-rate mailers. A draft proposal incor-

porating thii recommendation has been submitted to the

Committee staff. In that regard, we attach hereto a copy

of a letter from the United Parcel Service endorsing this

proposal and urge that it be adopted.

The reasons for such an amendment are obvious and have

been spelled out hereinabove. Costs charged to publishers of

preferred publications have escalated from 50 percent of total

costs in 1970 to apporoximately 67 percent today. If the

courts are successful in requiring the Postal Rate Commission

to fully distribute all costs wherever possible, publishers of

preferred postage rate publications can expect to see their

costs rise to 80 or 90 percent of total costs within the very

near future. This would be tantamount to silencing the religious

- 5 -
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press -- something which we are sure this Committee would not

want to see. Only a very few of the most successful non-profit

publications could survive such a cost onslaught. Unless the

door is closed firmly now, it will be more difficult to hold

the line at the next rate increase.

We thank you, Mr. Chairman, and will be glad to respond to

any questions you may have.

Respectfully submitted,

CAThOLIC PRESS ASSOCIATION,
ASSOCIATED CHURCH PRESS,
EVANGELICAL PRESS ASSOCIATION
AND AMERICAN JEWISH PRESS
ASSOCIATION

- 6 -
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September 27, 1979

Charles Emmett Lucey, Esq.
McDermott, Will and Emery
Suite 1201
1101 Connecticut Ave., NW
Washington, DC 20036

Dear Mr. Lucey:

We have reviewed the proposal you have suggested to benefit
non-profit mail users which you discussed with Art Hill.

You have proposed that Congress amend Section 3626(a) (1) of
the Postal Reorganization Act of 1970 by inserting the phrase "...
60% of total postal cost of such class or kind;" after the word,
"exceed", and striking the rest of the existing phrase up to the
semi-colon.

Our main concern with postal legislation is, and always has
been, the preservation of fair methods of ratemaking for competi-
tive services. The specific change would not affect the present
method of ratemaking for parcel post and other competitive services
which are contained in Section 3622 of the Act. Therefore, a pro-
posed change in the Postal Reorganization Act of this specific
zDature would not be opposed by us in the Congress.

We appreciate your counseling with us on this proposed change
and giving us the opportunity to comment on it.

Sincerely,

Robert E. Smith,
Vice President

RES:lmh



314

TESTIMONY OF ROBERT A. SALTZSTEIN, ESQ. ON BEHALF OF

THE AMERICAN BUSINESS PRESS, INC. BEFORE THE SENATE SUBCOMMITTEE

ON ENERGY, NUCLEAR PROLIFERATION & FEDERAL SERVICES

Senator.Glenn, members of the Subcommittee: my name is

Robert Saltzstein of the law firm of Wyatt and Saltzstein. I am

General Counsel of the American Business Press (ABP). With me

today are my colleagues, Stephen Feldman of Wyatt and Saltzstein,

and David Henderson of tte law firm of Cook, Purcell, Hansen and

Henderson, and former Chairman of the House Post Office and

Civil Service Committee.

ABP is an association representing publishers of approximately

550 specialized trade, technical and professional journals

published by some 115 companies. These publications disseminate

vital economic, industrial and technical information to business,

engineers, managers and scientists in all 50 states, and abroad.

Here are a few examples of the types of publications which

ABP members publish:

Aviation & Space Technology, published by McGraw-Hill, Inc.,
New York;

Forest Industries, published by Miller-Freeman,
San Francisco, California;

Machine Design, published by Penton-IPC, Cleveland, Ohio;

Laser Focus, published by Advance Technology, Inc. in
Newton, Massachusetts,

Microwaves, published by Hayden Publishing, Rochelle Park,
New Jersey, and

Advertising Age, published by Crain Communications in Chicago
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These 550 periodicals are smaller circulation, averaging

about 45,000 copies per issue. They rely almost exclusively on

the Postal Service for delivery. A reliable nationwide system of

distribution at a reasonable price is a necessity for these

periodicals, and for the United States.

Section 5 of the proposed act would authorize a $920 million

public service appropriation. Th13 recognizes that USPS incurs

expenses in providing necessary postal services which are not

properly chargeable as rate revenue. These are services like

smaller post offices and universal delivery, which are public

services.

Under present legislation, the original $920 million public

service, appropriation authorized by Congress is steadily declining.

It currently stands at $828 million per year. Despite the present

annual rate of inflation of 20 percent, the appropriation is

scheduled to de-line to $460 million by FY1984. The appropriation

was $920 million in 1971 and it was never adjusted for inflation.

Even if the $920 million be restored, it would be far less, in

today's dollars, than the original appropriation was. And cost

reductions certainly have not compensated for inflation.

As part of the major budget cuts to balance the budget,

the House Budget Committee has proposed eliminating the public

service appropriation in FY 1981. The Senate Budget Committee

would eliminate $600 million in FY 1981. The President has

proposed eliminating $600 million in FY 1981.

66-919 0 - 80 - 21
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The Postmaster General has stated in testimony before

the House Post Office Committee that if the public service

appropriation is cut, he can make up the funds by eliminating

one day of delivery. He has also told that Committee that the

mail will be processed seven days a week and that bottlenecks

can be avoided.

We submit that if there is to be budget-cutting-which

includes a reduced frequency of delivery and elimination of the

public service appropriation, then the nonprofit appropriation

of over $600 million ought to be eliminated as well. There is

no reason why advertising and solicitations for the Journal of

the American Medical Associationor travel brochures for vacation

trips sponsored by colleges,should be subsidized by taxpayers

when six day delivery may be cut. If reduced postal appropriations

are to be used to balance the budget, then appropriations for

nonprofit publications and advertising should be eliminated.

If the nonprofit appropriation is to continue,on the other

hand, then there is every reason for Congress to complete the

passage of the Javits-Randolph bill, S.110, which the Senate

has passed and which is now before the House for consideration.

This bill would provide that children's magazines and smaller

circulation periodicals under 250,000 copies would receive the

equivalent discounts accorded mass circulation periodicals.

The point we make is that if there is to be budget cutting, it

should not be half-hearted.
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In 1978 the House, this Subcommittee, and the full Senate

Government Affairs Committee passed H.R. 7700. It did not

become law because of Congressional adjournment. That bill

contained language which would have overcome the unfortunate

effects of an Administrative Law Judge decision in the 1974 rate

case, subsequently reversed by the Commission, and then reinstated

by the U.S. Court of Appeals. As you know, there are nine criteria

by which postal e to be set. But as a result of the opinion

of the Administrative Law Judge, in actual practice only one is

really applied: cost. The U.S. Supreme Court declined to review

the Court of Appeals decision.

Had H.R. 7700 as passed by the House and this Committee in

1978 become law, that decision would have been changed to comply

with the original Congressional intent in enacting postal reorgani-

zation,to the effect that a number of criteria, not just cost alone,

be considered in establishing postal rates.

The American Business Press supported postal reorganization.

Had we known that the statute we backed would subsequently be

misconstrued, so that cost, and cost alone would become the major

criterion, we would not have been ardent supporters of what was

then called "postal reform."

Prior to the introduction of this legislation, under Postal

Service auspices, a meeting of diverse groups of publishers and

mailers was held at USPS. There was general agreement on the

following costing language to replace the originally passed

53622 (b) (3):
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Except as provided..., each class or subclass of
mail or type of postal service shall bear the
postal costs that are attributable to that class,
subclass or type. Attributable costs of a class,
subclass, or type shall be those which vary with
the volume of the class or subclass of mail or type
of postal service over a period of not more than
3 years.

This language does not cost the Government even a Susan B.

Anthony dollar. It will simply allocate different rate formulae

among different mailers.

As to other matters contained in the legislation, we will

be prepared to answer any questions which the Subcommittee may

have.

We very much appreciate this opportunity to appear before

this Subcommittee.
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TESTIMONY OF
JOHN JAY DALY, WASHINGTON REPRESENTATIVE,

RECORDING INDUSTRY ASSOCIATION OF AMERICA,
BEFORE THE SUBCOMMITTEE ON ENERGY,

NUCLEAR PROLIFERATION & FEDERAL SERVICES
OF THE U.S. SENATE

AT A HEARING ON POSTAL OVERSIGHT LEGISLATION
Wednesday, April 16, 1980

My name is John Jay Daly, a Washington Representative of

the Recording Industry Association of America (RIAA), whose

headquarters are at 1633 Broadway, New York City. Our offices

here are in The World Center Building. RIAA's 66 record company

members account for nearly 90% of the phonograph records and

pre-recorded tapes produced and sold in the United States.

Our particular concern centers around the needs of those

RIAA member companies that operate record and tape clubs to

provide millions of Americans with the convenience of buying by

mail. The two largest companies involved provided nearly

$58 million in direct revenues to the Postal Service and created

transaction mail totalling over $19.31 million in 1979.

We appreciate the opportunity of appearing before this

subcommittee to state our views on a key matter of mailer's concern, for

as you know, the U.S. Postal Service provides a national physical

distribution network offering inestimable value to all Americans --

not just business users. We're pleased this panel is considering

how this service might be strengthened.
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Three years ago, the recording industry celebrated the

centennial of the invention of the phonograph record by Thomas A.

Edison. In the years since 1877, sound recordings have brought

entertainment, education and cultural enrichment to generations

throughout the world. Indigenous American music, including

country, jazz, blues, bluegrass, gospel and rock & roll, are

today enjoyed worldwide because of sound recordings. Hundreds

of artists have become household names and, because of sound

recordings, will be with us forever. Indeed, they are part of

our cultural heritage.

Phonograph records and pre-recorded tapes are distributed

domestically in a number of different ways, one of which is

through the mail, an important, convenient alternative to retail

distribution for countless millions of Americans. Direct mail

purchasing appeals to a large segment of today's consumer public --

including rural America and the aged, but also urban residents

and youth. Consequently, every major record company participates

in direct mail selling, either through record and tape clubs of

their own, or by licensing their recordings to companies that

market by mail.

Because mail distribution of sound recordings is so important

to RIAA, the Postal Service, and the American public we shall, in

terms of immediate concern, address ourselves to the trends which

threaten the Postal System as we know it.
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The Special Fourth-Class Rate, which Congress wisely enacted

to recognize that the dissemination of cultural material was indeed

a public service, has proved not to be so "special" at all. It has

borne an increase from 1970 of close to 500%.* Of course, the RIAA

member companies we represent are also heavy users of first- and

third-class mail.

Since 1970 the increases in First, Third and Special Fourth

Rate have consistently exceeded the rise in the Consumer Price

Increase. For example, between June, 1977 and June, 1978 the CPI

rose by 6.5% while the rate for the first pound of Special Fourth

matter rose by 44% -- over seven times as fast as the CPI!1!

If you can, try to put yourselves in the shoes of the

gentlemen and women who operate record clubs. Then ask yourself:

* How would you run a mail order business when

postage cost increases exceed 25% per year?

* This question leads to another, one which

does not bode well for the Postal Service:

How do you run a direct mail business with-

out using the mail?

Obviously, as businessmen we know costs are rising rapidly

in many areas and we're taking every step we can to contain them.

But, the continuing escalation of postal rates has already re-

sulted in millions of dollars being diverted from the U.S. Postal

Service as record and tape clubs have increased their use of

*A bu' ,,hakt atta-hced to our estirmony draati, I-2 iZistr tes this.
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United Parcel Service deliveries. They have started experiment-

ing with other alternative delivery systems in several cities.

In 1979, the Columbia Record and Tape Club, which is the

largest direct response distributor of recorded music products

shipped over 86011 parcels containing records or tapes via the

United Parcel Service.

This volume represented an almost 19-fold increase in UPS

use over 1978. Further, the use of UPS is expected to increase by

at least 50% in 1980. The shift is directly attributable to in-

creased postage rates charged by USPS.

In light of the volume of mail that record and tape clubs

produce for the U.S. Postal Service, any substantial diversion

from the mail system will have clear and immediate harmful effects

on the Postal System generally as well as on those who continue

using the mail.

A diminution of volume can only create a smaller base over

which to spread the not-inconsiderable institutional costs,

inevitably resulting in further major rate escalations. This will

mean that alternative distribution systems will become increasingly

attractive, thus accelerating that viscious harmful cycle.

The future of the Postal System is today at a crucial junc-

tion. The House, the Senate and the Administration all want to -

curb expenditures where possible. The newly proposed Senate's
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bill wisely would at least maintain them at the levels established

by the Postal Reorganization Act of 1970. Some weeks ago when we

began drafting this testimony we considered asking for an increase

of those appropriations. We are not like Pollyanna as to do so

today, but will still believe such an increase would be appropriate.

By abandoning the public service concept the Congress would

put into question many assumptions which have stood behind the

postal system. Key questions are forced to the fore. For example:

* Can the Private Express statutes be fully justi-

fied any longer?

* Can small post offices continue to exist? Will

delivery soon be reduced from six days to five

days? And, if so, does that portend that

further reductions to four days, or less, will

be in the offing in this decade?

* Will new delivery systems be allowed to develop

which service the rich and middle class in urban

and suburban areas while poor and rural areas

are unserved -- or serviced only by an expensive

skeleton of the present Postal Service?

We want the Postal System to continue. We would prefer to

deal with one national delivery service. We may, however, be

forced by continually escalating rates to use other systems. Of

course, we will be hurt but so will the country. While the Postal

Service must be operated in a business-like way it is not now --
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nor ever was intended to be "a business." Thus, public service

funding should cover the myriad of services that no business

would provide without extra charges, yet which the Postal Service

does nevertheless provide for all taxpayer-users. Without public

service funding these services will cease to exist.

Our view is based on The fact that the Postal Service is,

by law, a public service. Therefore, the expenses incurred in

performing any services that inure to the benefit of the general

public at large are indeed public services, should be treated as

public service costs, and should be funded by Congress to the

extent that the costs of such public services exceed operating

revenues.

Under this definition, those public services would include,

but not be limited to:

Providing a nationwide network of services and facilities

for the dissemination of information, communication of intelli-

gence, the advancement of education and culture, and advancing

the national economy by carrying the articles of commerce and

industry of the nation.

Implicit in this definition is a recognition of the role

of the Postal Service in uniting the American people, promoting

the general welfare, and serving as a transportation medium for

the commerce of the nation.
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Although some volume of mail has been diverted to other

communications and transportation media, the fundamental charter

and responsibility of the Postal Service to provide a truly

national communications system for the public good remains un-

changed from what it was when it was originally mandated by the

Constitution.

In so stating we don't now seekgreater public service fund-

ing and we do not at all wish to avoid paying those costs directly

attributable to handling our class of mail and we believe -- as

evidenced by our repeated filings with the Postal Rate Commission --

we already do. We simply do not think it fair for businesses --

even profitable ones such as ours -- to pay more than the fair

share of services which we are somehow provided but which-we do

not need or want.

If "the public service concept" is to be abandoned, or even

badly damaged fiscally, then radical changes must be made in the

Postal Service to make it more of "a business" but if this dramatic

change were ever to become postal policy -- and we hope'it never

comes to pass -- the ultimate losers would be the American public.

Again, RIAA welcomes this opportunity to present our views

and we welcome the opportunity for questions. Thank you.

+ + ++ ++ + ++ +
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[Whereupon, at 12 noon, on Wednesday, April 16, 1980, the sub-
committee was adjourned.]



POSTAL SERVICE ACT OF 1980

MONDAY, APRIL 21, 1980

U.S. SENATE,
SUBCOMMITTEE ON ENERGY, NUCLEAR

PROLIFERATION AND FEDERAL SERVICES,
CoMMm ON GOVERNMENTAL AFFAIRS,

Washington, D.C.
The subcommittee met at 10 a.m., in room 3302, of the Dirksen Sen-

ate Office Building, Hon. John Glenn (chairman of the subcommittee)
presiding.

Present: Senators Glenn and Stevens.
Senator GLENN. The hearings will be in order. Today the Sub-

committee on Energy, Nuclear Proliferation and Federal Services,
continues its hearings on S. 2558, the Postal Service Act of 1980 as well
as H.R. 79, and H.R. 826.

In two previous committee meetings we have been given testimony
by leaders of the various postalworkers' unions and by representatives
of various mail users.

Today we receive testimony from the Postal Rate Commission and
from representatives of the major management organizations within
the Postal Service itself.

Since our time is always short in committee meetings, we would ap-
preciate summarized versions of testimony you may be able to give us
today. In any event, whether you choose to give full testimony or a
summarized version, the entire testimony will be included in our com-
mittee record.

With us today is the Honorable Lee Fritschler, Chairman of the
Postal Rates Commission, accompanied by Vice Chairman, James
Duffy, and Commissioners Simeon Bright, Clyde DuPont and Kieran
O'Doherty.

Gentlemen, we welcome you this morning. Mr. Fritschler, we wel-
come any statement you or any of the Commissioners have to make.

TESTIMONY OF A. LEE FRITSCHLER, CHAIRMAN OF THE POSTAL
RATE COMMISSION; ACCOMPANIED BY JAMES DUFFY, VICE
CHAIRMAN, SIMEON M. BRIGHT, CLYDE S. DuPONT AND
KIERAN O'DOHERTY, COMMISSIONERS, AND DAVID STOVER,
GENERAL COUNSEL

Mr. FRITSCHLER. Thank you very much, Mr. Chairman, I appreciate
the opportunity to testify on S. 2558. I would like to announce that
in addition to my fellow Commissioners, I am accompanied by our
general counsel, Mr. Stover, who is sitting on my right.

- (329)



330

I have submitted a lengthy statement which is my response to your
request and I would like to take advantage of the opportunity you
just offered to give a few summary remarks.

To get right to that, I feel that the proposed bill cuts very close to
the heart of the regulatory authority of the Postal Rate Commission.
I know that my attempting to support regulation in today's political
environment is something like trying to sell a dread disease, however,
I'm going to try to do it.

I think that there's a lot of talk of deregulation and the problems
of regulation. I would like to point out that there are different types
of regulation and in fact the Postal Rate Commission is involved in
the most classical kind of regulatory activity. That is, we are involved
in the regulation of a monopoly or a public utility and it just simply
cannot be forgotten that the primary purpose of this type of regulation
is to make certain that the public is adequately, even forcefully repre-
sented in decisionmaking.

No one here needs to be reminded that the Postal Service is a huge
enterprise. It has a $20 billion a year budget and close to 700,000
employees. More important than size I think is the fact that its activi-
ties affect nearly everyone in this country.

Every business, not to mention the very well-being of this Nation,
is affected. There is a tendency in any large organization, whether it
be a private monopoly, public monopoly, or Government agency to
take on an agency view of matters without paying proper attention
to outside views or outside interests. I believe that the electronic mail
case is an example of this. The primary reason that I've been able to
determine for the Postal Service's opposition to the PRC recom-
mended decision is that someone on the outside had what the Rate
Commission determined to be a better idea than the original service
proposal. Consequently we've had quite a brouhaha over it.

Regulation in a nonprofit setting is of course important, through
such questions of rate and revenue, but it's also important to prod or-
ganizations into more efficiency to provide services people want and
to stimulate innovative service.

Mr. Chairman, the public is quite interested in what we do and I
think thigh is a measure of the success we've had so far. In our last
major rate case, we had 62 intervenors representing large chunks of
the mail public. We had 64 days of hearings and 21,000 pages of
testimony.

Similarly in the electronic mail case, we had 49 intervenors, 31 days
of hearings and 12,000 pages of testimony.

We are sometimes, I should make that often, criticized for delay,
criticized for taking too long and frankly I am sympathetic to those
criticisms. However, I want to point out that a major rate case in 10
months for public utility regulation is somewhat of a speed record
and frankly I don't know how much we need to apologize for taking 15
months in a clasification proceeding. Perhaps we should apologize for
3 of the months. Taking up to a year to consider a decision as impor-
tant as electronic mail, which effects major industries in this country
and even the future of the Postal Service, does not appear to be
excessive.

It might be a little too long, but I don't think it's something that.
requires a major apology.
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These are issues which have substantial public impact, the public
wants to intervene and does, and as I indicated in the electronic mail
proceeding, we had 49 separate intervenors.

Postal Rate Copmmise:cn procedures need some improvement, but
not at the expense of sound regulatory principles, which again in the
case of monopoly regulation means primarily quality representation
of the affected public.

Under the proposed bill, the mail classification review procedures
would be substantially changed. They would limit the regulatory au-
thority of the Rate Commission to those proposals which may have a
substantial and adverse impact upon competition.

This strikes me as being extremely limited. I am not exactly surc how
all this would work out, but first it seems to me that this would auto-
matically remove from our purview any examination of issues arising
from the Postal Service on first class, which of course is the major
business of the postal service.

Since first-class mail is a statutory monopoly, the question of com-
petition has no bearing and consequently we would have little if any-
thing to do with it. There are all kinds of examples of things which
might be done to first-class mail. One issue which has come before us
is letter mail. That is such issues as the size of letters and this sort
of thing.

It doesn't seem like a major thing, I suppose, but there are major
portions of the mailing public which has considerable concern about
the size of letters. I think that limiting us to only issues of competition
would eliminate questions involving first-class mail.

Furthermore, if_ well& limited only to questions of competition, we
have to foreg ourCconsideration of such technical and legal issues as
cross subsidization. This of course is one of the major points of regula-
tion of any kind of large public enterprise.

As I read the mail classification portion of the proposed bill the
Postal Rate Commission would not be allowed to consider issues of
cross subsidization.

Furthermore, I believe that this portion of the bill would allow
substantial rate changes to be implemented without proper- public
hearing. It is possible that proposals were made in the past, for exam-
ple, to add a surcharge to parcel at the rate of $1.50. This was a
classification change and the Rate Commission has dealt with it.

I believe that the word had come up separately under this new pro-
posal. We could not deal with this and hold proper public hearing.

In reference to the experimental classification changes of S. 2558,
I would suggest that we would like to clarify our procedures and
improve them, but I think the bill eliminates procedural delays by
eliminating procedures altogether.

What we would like to move to is to a notice-and-comment proce-
dure which would essentially leave it to the Commission to decide
whether or not to hold public-trial-type hearings, when it seems that
it is in the public interest. When there is substantial interest in an
experiment change, we could then move to that hearing, after a
period of notice and comment.

If in fact that is not necessary, if the hearings are not necessary,
we could go ahead on the basis of the record.

66-919 0 - 80 - 22
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One of the things that puzzles me about these two sections, Mr.
Chairman, is that 1 believe they are likely to result in a shift of burden
from the Rate Commission to the courts.

If the Rate Commission is proscribed from holding hearings in
these matters, the substance and thrust of the legislation has in fact
been changed. Litigants, that is, parties are not being allowed to air
their positions before the Rate Commission and could then go to the
courts.

In my prepared statement I have five legislative proposals, with
proposed Iegislativ6 language attached. I would like to mention three
of these in a summary way and come back to them, later, if you'd like.

One of them is to grant the Postal Rate Commission final decision
authority over rate and classification matters. I believe the time has
now come for the role of the Governors and the Postal Service to be
reexamined. The Governors perform a very important and very useful
function for the Postal Service. They act as its Board of Directors.

A corporation as large and as important as the U.S. Postal Service
certainly needs an outside Board of Directors.

But I believe it is clear that they are not equipped to sit as an ap-
pellate body, they do not have independent staff, nor do they really
have sufficient time necessary to consider Postal Rate Commission
proposals in detail.

Furthermore, I think there is a basic unfairness in the procedure as
it currently exists. The Rate Commission goes through a trial-type
hearing, it decides on the basis of the record, often after several
months of testimony and deliberation. This decision is then sent to
the Governors, who do not rely solely on the record for their decision
and, as a matter of fact, are briefed on it by the same people who ap-
peared as litigants before us. Other parties to the case are not allowed
to participate in the Governors decision.

This strikes me as a second bite at the apple for the Postal Serv-
ice. It strikes me as something that is unfair to other parties in the
case and the procedure should be changed. I believe it argues for giv-
ing the Rate Commission final decision authority over rate and
classification matters.

A second legislative proposal that I am recommending is to adopt
a notice and comment procedure for experimental proposals.

The third major portion of my proposal is-one which would give
us the ability to require data and information from the U.S. Postal
Service-related to cases before the Commission.

That finishes my summary, Mr. Chairman, of the lengthy docu-
ment I submitted to your committee in this matter. I would be pleased
to talk about other matters. For instance, it has been suggested that
I might want to say something about electronic mail.

I feel in some ways I've said enough about electronic mail, but if
you'd like to solicit my views on that, I would be happy to provide
them. Otherwise I wonld be prepared to end here.

Senator GLENN. Why don't you Just continue right on with elec-
tronic mail. We're going to get to that anyway.

Mr. FIrScHLER. You think I should plow right into that.
Senator GLENN. Right.
Mr. FRITSCjiLER. .Just very briefly, the electronic mail decision sup-

ports the entry of the U.S. Postal Service into the electronic mail
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service field, but it does it in a way that the Postal Service itself did
not initially propose. The Service's original proposal was to rely on
one contractor, at least initindly, for telecommunications.

We endorsed a different structure which allows for open competi-
tion in the telecommunications portion of the electronic mail service.

Under our recommended decision, which is now before the Board
of Governors, any licensed common carrier could transmit, given the
proper clearances, to the receiving facilities at the Postal Service. Mes-
sages would thus be printed out, enveloped, and delivered as first-class
lettered mail.

The Postal Service itself, and I think this is where a great deal of
confusion has arisen over our decision, under our decision, the Postal
Service itself could participate in telecommunications, but-and it is
an important but here--they have to do it as any other telecomnuni-
cation carrier would, that is they would have to t a license, if they
want to do it themselves, or they would have to do it through a tele-
communication contractor, who would also need to got a license.

We have been criticized for not putting the Postal Service into the
telecommunications field. We feel that we do not have the authority to
do that.

That's in the jurisdiction of the Federal Communications Commis-
sion. They're the agency which issues licenses for these matters and
all we simply did was set up the system whereby any licensed carrier
could interface with the Postal Service in the electronic mail field.

If the Postal Service should get into transmission itself, and the
electronic mail system doesn't depend on the Postal Service being in
telecommunications, but if they should decide to do that, our only
area of jurisdiction as far as we can see at this point would be in
making certain that the Postal Service did not use funds from other
areas of this operation to cross-subsidize the telecommunications
function.

In other words we still feel that we must look carefully at that part
of the postal act which requires us to make certain that there is no
cross-subsidization. Furthermore, cross-subsidization would be pat-
ently unfair and anticompetitive.

I think the important thing here is that the decision of the Rate
Commission allows the Postal Service to enter the electronic mail field
immediately with or without a telecommunications function of its own.
If they decide to implement one later, either directly or through con-
tract, that is certainly allowable under the terms of the decision.

Senator GLENN. In this area of electronic communition, do you see
it as experimental or permanent? Should it be established, expanded
or gone into on a full scale?

Mr. FRrrSCHLER. The term exp -imental
SenatorGLEN. We've had testimony, as well as visits to the office

by people concerned on both sides of the issue. It hasn't been clear
what direction we are headed in.

Obviously, if you go into this on a large scale, with a full-blown
electronic communications and then the business backup is not there,
you will have an expensive experiment down the tube.

Would you comment on that?
Mr. FRrrscHLE. Certainly. The term experimental, as we use it, is

a word of art applying to the fact, that when we approve something
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on an experimental basis, we do it simply because there is not sufficient
data, and of course in a new service like this there wouldn't be sufficient
data.

So we approve it on an experimental basis simply saying that we'll
revisit the issue in 1984 for the purpose of reviewing the Postal Serv-
ice's accumulated data and other aspects of the system.

So we use the term experimental to make it clear to all parties,
including competing parties, that we do not have sufficient data to
give permanent authority.

On the other hand, the Postal Rate Commission is entirely clear
and supports the idea of the Postal Service getting into electronic mail
service.

Under our recommended structure the Postal Service can set up its
electronic mail system at a fairly low cost, because they do not have
to set up the telecommunications portion of it. That already is in place.
There are several carriers that have indicated an interest in inter-
facing with the receiving and data processing mechanisms of the
Postal Service.

So I believ,3 that, in answer to the last part of your question, the
amount of money that the Postal Service would have to put up is
fairly minimal.

Senator GLENN. What about other Commission members? Do the
rest of you have comments on this, Mr. Duffy?

Mr. Durvy. We have had a lengthy and divisive history on this
case, since its inception. Notwithstanding what the majority opinion
issued from the Commission said, I have always been of the opin-
ion that the Postal Service ought to be able to get into electronic
transmission mail immediately.

Through contact with any telecommunication company which
might be interested in contracting for that kind of service under
the control of the Postal Service which could then guarantee service
to the entire United States with the kinds of message quality and
guarantees'and so forth.

The fact that the Governor rejected the first decision which germ-
inated at the Commission and sent it back with instructions and are
now considering a second one, indicates how difficult it is for every-
one to comprehend exactly what goes into such a decision.

I think that, and this is my personal judgment, that what the
Commission decision did in fact was to reduce the Postal Service to a
data processing and envelope stuffer operation. I felt that, notwith-
standing the fact that the contractors would have to go before the
Federal Communications Commission. I think that that's only
proper.

But I think that the Postal Rate Commission certainly could give
its voice to the Postal Service to get into electronic comunication
mail messages right now.

Senator GLENN. Does anyone else have a comment?
Mr. O'DoHERTY. On the electronic communications mail issue?
Senator GLENN. Yes.
Mr. O'DomnRTY. I concur in Vice Chairman Duffy's dissenting

opinion in my responsibility to the Governors at the present time. We
have a very sharp difference of opinion here with respect to the juris-
diction of the Commission.
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It is our judgment-that is the judgement of the minority-that
the majority far exceeded its jurisdiction of the Postal Rate Com-
mission in this matter.

This is a mail classification change request in accordance with sec-
tion 3623 of the Act and the criterion there was satisfied in myjudgment in the first 3 or 4 months of the proceedings. I believe we
could have had a record decision from the Governors, up to 6 months
of its filing. That would have been back in 1979.

Had that occurred, the Postal Service would have had the oppor-
turity of going ahead with their contract with Western Union under
the preliminary phase of the electronic communication originated
mail (ECOM) system design.

They had a very advantageous contract because of their prior busi-
ness relationship with mailgrams extending over the past 10 years,
They've lost that opportunity now.

I don't believe this Commission has any right whatsoever to try
to supercede the Postal Service management priority in the area of
business operations, contractors or procurement, research and develop-
ment; we have no expertise in these areas whatsoever, and yet we in-
dulge in a 15-month proceeding, largely entertaining testimony from
outside by people brought in by the Commission-that is the person
appointed under the statute to represent the interest of the general
public-in a technical exercise of testimony that none of us can com-
prehend beyond that of an intelligent layman.

This is the job, obviously, for experts. We are not an advanced-
services division; it is the Postal Service's mandated duty to develop
that kind of experience.

Fortunately the matter is now before the Governors; unfortunately
on the other hand, I disagree entirely with the chairman's statement
that we are not responsible for the delayed entry of the Postal Serv-
ice into this field.

In the meantime several of the major, private telecommunication
companies have made major progress in the area and the Postal Serv-
ice, at this point, doesn't even have a foothold.

Senator GLENN. Do you feel there is a role for the Postal Service
in electronic communications at all.

Mr. O'DoHry. It is essential. The opportunity for it and the neces-
sity for it were brought to their attention by one of their large com-
petitors, Shell Oil Co., while they have their own private telecom-
munication system and had developed a considerable volume of mail.

They had been looking at it for 5 or 6 years. They've done extensive
research and development, they've put a great deal of effort into it and
it is our job to stick to our last. We didn't stick to our last in this
matter. And unfortunately in several other classification matters be-
fore the proceeding-

Senator GLENN. Do you fee! the Postal Service should.be getting in,
experimentally at least, to electronic mail? Would you propose that
the Rate Commission be involved with that and, if so, do you need
additional legislation to provide that kind of authority?

Mr. O'DOHERTY. I don't think we need additional legislation.
One area of expertise that we do have, Senator, is a well-developed

ability to analyze costs. Most of the preliminaries have been very well
done by the Postal Service itself. The data we get is sufficient for our
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people when we are finally able to have it before us in concrete terms;
we don't have that at this point.

The whole mobile operation now has been redetermined by the Gov-
ernors. They are in the process of doing that and the Postmaster Gen-
eral has announced he has worked the proposals and they will shortly
be going out. They have ideas of their own. We don't know now ex-
actly what system they have, but we understand they are ready to go
into the staggered phase. The Postmaster General made that statement
back in January.

[The following letters were subsequently received from Mr. Duffy
and Mr. O'Doherty.]

POSTAL RATE COMMISSION,
Washington, D.C. April 23, 1980.

Hon. JbHN H. GLzNN,
Chairman, Subcommittee on Energy, Nuclear Proliferation and Federal Service.

Committee on Governmental Affairs, U.S. Senate, Washington, D.C.
DEAR M. CHAIRMAN : We submit this letter to express our views on those pro-

visions of S. 2558 which would amend certain sections of the Postal Re!?rgani-
zation Act pertaining to responsibilities and functions of this Commission there-
under. Our position on these proposed amendments is based upon a construction
of the Act and Congressional intent and upon conclusions drawn from the opera-
tional experience of this Commission which fundamentally differ from those
expressed by Chairman Fritschler in his statement to the Committee in the
Commission's appearance testifying before you on this bill on April 21, 1980.

iWe believe that the salutary goals expressed by this Committee's predecessor
in its report submitted to the Senate upon enactment of the Postal Reorganization
Act in 1970, S. Rep. No. 91-912, 91st Cong. 2d Sesa (1970), are best served by
retention of the present statutory scheme in its major essentials limiting this
Commission to the rendering to the Governors of the Postal Service of "recom-
mended decisions" upon postal rate and mail classification adjudgments and of
"advisory opinions" on proposed nationwide changes in postal services, the final
decisions in these vitally important areas of postal service operations being re-
served for the Governors subject to review by the Court of Appeals. Stressing the
independent and yet cooperative relationship intended between the Commission
and the Governors of the Service in ratemaking and mail classification, in essence,
a truly symbiotic relationship, the report stated that this Commission shall at
once "be a body fully independent of the Board of Governors and fully independ-
ent of any influence whatsoever of the Postmaster General or of members of his
staff" and at the same time "[t]he Committee envisions the Commistion to be an
integral part of the Postal Service, to be a true partner of ;'e Board of Gover-
nors in every aspect of postal operations." (Emphasis added.)

With notable prescience, [particularly in view of the persistent (recently
greatly expanded) efforts by some members of this Commission and by part of
its staff, notably the offices of the General Counsel and of the Officer of the Com-
mission, to aggrandize this Commission's jurisdiction and to arrogate basic pow-
ers and responsibilities expressly reserved by the Act for postal servee manage-
ment in neglect and derogation of its mandated responsibility to render expedi-
tious recommended decisions upon postal service mail classification requests (viz,
Dkt. MC 78-2, Third Class Carrier Route Presort Proposal and Dkt. MC 78-3,
E-COM proposal),] the Committee warned that "[l~f a bureaucratic strug-
gle between the Board and the Commiqsion develops, then the whole theory
of independent ratemaking [and classification] judgments will have failed and
the Congress will probably be called upon to revise the system." The Committee
went on to say: "But if individuals appointed to the Board on the one hand, and
the Commission on the other, recognize the constitutional and legal responsibili-
ties of their position and work together to achieve the truly effective postal serv-
ice, then the independence of the Commission will serve a vitally important func-
tion by permitting them to view the overall impact of postal costs with a degree
of detachment which the Committee considers vitally important to preserve the
public interest and the public investment in the largest civilian agency of the
Federal Government."

Believing, as we do, that this Commission must be fully responsive to its
mandated responsibilities under the Act, illustrated by these clear expressions of
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Congressional intent, in carrying out its critically important duty to render ex-
peditious recommended decisions to the Governors, we wholeheartedly concur
with the objective intended by Section 6 of S. 2558 entitled "Mail Classification;
experimental services," as you stated it upon your introduction of the bill in the
Senate on April 15, 1980 (Cong. Rec. 83656, April 15, 1980), of "alleviating the
regulatory morass that surrounds proposals by the Postal Service for changes
in the mail classification schedule, whether on an experimental or permanent
basis."

However, in light of this Commission's prior experience with a similar, even
more serious, problem with protracted rate proceedings, since remedied, and upon
our review of the Postal Reorganization Act and its legislative history leading to
the clear conclusion that Congress vested full management authority in the Postal
Service permitting the Service to undertake rate and classification experiments
and that Congress did not intend for the Postal Service to be required to seek
Commission approval before undertaking such experiments (see the penetrating
dissenting opinion of Circuit Judge A. Leon Higginbotham, United Parcel Service
v. United States Po8tal Service, 604 F. 2d at 1382-1889, 3d Cir. 1979) we believe
that the proposed amendments to Section 3623 of the Act would not achieve the
intended objective.

It is our conviction that if this Commission and its staff confines itself in mail
classification proceedings to dealing solely with evidence which is relevant and
material to the criteria set forth in Section 3623 of the Act, then this Commis-
sion can, as commanded by the Act and as it has in each of the last two rate
proceedings, render expeditious recommended decisions to the Governors In such
proceedings. In our judgment, each of these criteria was well-established by
Congress for deliberation by the Commission with participation by Interested
parties in public hearings before the rendering of a recommended decision upon
proposed mail classification adjustments. The proposed new sections 3623(c) (2)
and (3) (a) would (1) have extremely limited application in mail classification
proceedings and (2) if applied, they would deprive the Governors and the Postal
Service of the benefits of a record developed in public hearings addressed to the
significant criteria set forth presently in section 3623 affecting the interested
parties and the public interest. The desired expedition of mail classification
proceedings can, we reiterate, be achieved by the same kind of corrective response
by this Commission to express Congressibnal concern in this area as has been
achieved by this Commission in response to Congress' vigorous and well-founded
criticism five years ago of this Commission's untimely rate proceedings. The
proposed new sections 3623(c) (2), 3(A) and 3(B) would contravene major
policy objectives of the Act and are not in the public interest.

The proposed new sections 3623(e) and 3624(d) would require the Postal
Service to obtain the prior approval of the Commission before undertaking
necessary experiments to test the operational feasibility and to obtain cost and
market information for new mail services and products it may wish to offer to
the public. These proposed amendments would drastically impede Postal Service
management in facilitating the necessary flexibility, modernization and effi-
ciency in operations intended by Congress under the Act. The public interest can
ill afford a repetition of the kind of recent protracted proceedings inflicted upon
the Postal Service in the E-COM proceeding where this Commission purported to
deal with the highly technical elements of the proposed new electronic mail
system in a review of the Postal Service's research and development, contractor
selection process and choice of existing and developing technologies despite its
lack of jurisdictional authority to do so and impinging upon the express statutory
powers conferred in these areas upon postal service management. Since, unfor-
tunately, recent court decisions have challenged the Postal Service's authority
to conduct such necessary experiments, we recommend that specific authority to
do so be provided by an appropriate amendment to Title 39 USC.

We support the proposed amendment to section 3624(c) (2) of the Act which
significantly clarifies and buttresses the clear intent and purpose of that section
of the statute as enacted in 1970. We also support the proposed amendment of
section 3601 (a) of the Act concerning the requisite qualifications for appoint-
ment as a member of this Commission with the proviso that the period limiting
appointment following service with the Postal Service or the Commission to be
reduced to two rather than five years.

In light of our understanding of the Postal Reorganization Act, the intended
appropriate working relationship between the Commission and the Governors
of the Postal Service, and actual operating experience of this Commission over
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the past ten years, we oppose Chairman Fritschler's proposed amendments to
S. 2558 to confer finality subject only to court review to Commission decisions in
postal rate and mail classification changes, and to confer subpoena powers upon
the Commission to compel production of such data as it deems necessary for Its
proceedings. In our further response to the questions shortly to be addressed to
the Commission which were alluded to by you at the close of the hearings on Mon-
day, April 21, 1980, we shall further elaborate upon our reasons for our opposi-
tion to these proposed additional amendments by Chairman Fritschler and the
strong exception we take to the cast and substance of his statements to the Com-
mittee, most particularly his animadversions upon the authority and responsi-
bilities vested by the Act upon the Governors of the Service.

Sincerely,
KIBAN 0'DOHERTY,

Commsioner.
JAMES H. DuFFY,

Vice Chairman.

Senator GLE-vw. Does anyone else have comments on electronic mail?
Mr. DUPONT. Yes, Mr. Chairman. I'd like to comment.
Senator GLENN. I'm going to have to leave for a few minutes. My

presence is required at another hearing, then I'll be back. Senator
Stevens will take over for me.

Senator STEvENS [presiding]. Thank you. Mr. DuPont?
Mr. DUPONT. In this regard, I think it is the consensus of every-

one on the Commission that the Postal Service should be involved
in electronic mail as quickly as possible.

The divergence comes in how that should be approached. The
Postal Service came up with a centralized system. We heard evidence
on that centralized system. We also took evidence on a decentralized
system because we saw that the FCC was having problems with the
contractor selection process that the Postal Service said they had
gone through in selecting Western Union as a sole contractor to carry
forth their ECOM proposal.

I think our decision and the record that we amassed over 62 days
of hearings--I was the presiding officer in that case-in any case,
the cost difference was explored extensively.

The proposal, endorsed by the majority of the Commission, carries
a price tag that would be less than that proposed by the Postal Service.

It will also allow more competition to take place. Instead of a sole
source contractor, any common carrier who obtains approval from
the FCC could tie into the ports of the computers that are in the 25
serving post offices and we would have competition.

We feel that the evidence that we received-I think one provision
in Senator Glenn's bill states that the Rate Commission will consider
or would have authority to consider mail classification proposals where
competition would be involved--clearly supports the Commission's
decision.

Certainly this is one case where competition is present. We had a
number of intervenors in our ECOM case address that particular
proposal. Certainly there will be competition in the proposal endorsed
by the majority.

As far as experimental procedures are concerned, I endorse what
the chairman said, that we use experimental procedures so that we
would revisit this, once actual costs were obtained. We had estimates
on cost when ECOM was before us. We felt that we needed more con-
crete evidence on what the cost in comparison with the market was and
until those figures were available, we felt that the Postal Service
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should carry on in experimental modes and come back with us in 3 or
4 years when they had actual data. They could then say that the costs
for running this system is this; this is how it's working; this is the
volume we're getting; this is what we project; and these are the people
who have come in and said we will participate further in this.

We had a Shell Oil representative come in before the Commission
and lecture us. It was a public lecture, saying that in his estimation
the amount of traffic that they would send through an ECOM sys-
tem would double every year and that's a lot of traffic from one com-
pany, Shell Oil Co.

It would double every year for approximately, he said, 10 years. You
look at the traffic that is being handled in similar systems in Europe
and the volume that is being handled by the postal systems there is
very, very high. We see the same here. And we feel that the Postal
Service should get into it as soon as possible.

The majority feels that we've provided the Postal Service with a
system where they can do this.

Senator STEvENS. Do you have any comments, Mr. Bright?
Mr. BRIOHT. Yes, Senator Stevens. First of all I'd like to endorse

wholeheartedly what Chairman Fritschler said, as well as what
former Chairman DuPont said on electronic mail. I would also like
the record to indicate my absolute disagreement with Commissioner
Duffy and Commissioner O'Doherty.

I think they are absolutely wrong in this and the majority has ruled.
If I may give a trifle bit of history.

I was employed by the Post Office Department in the 1960's at 12th
and Pennsylvania, here in Washington, in training, initially. In trying
to develop training programs for the Postal Service this electronic
mail item first came to my knowledge.

Unfortunately, we didn't get it off the ground since it was not a
priority subject. I was familiar with it then. I subsequently left the
Service-but never divorcing myself completely from the Service-
and on coming back, trying to follow up what was going on, I sat in
this room on November 29, 1977, during my confirmation hearing. And
I quote, if I may, from the transcript of that particular session:

The future of the Postal Service, once again for the record, In my opinion
is in electronic communications of some type or description. How far we go with
this, I do not know. I am Just saying that in 1977, I think we need to definitely
do something along these particular lines.

When the Postal Service proposed this, I listened to them, loud and
clear, and based upon the history that I had with respect to electronic
mail in postal training and in any other Postal Service experience as
I indicated, and the more it developed the more I realized that this
wasn't really the thing for several reasons.

First, I instantly recognized that there was no competition' under
the Postal Service's proposal. I won't go into the details because I
think they have been covered adequately.

Second, I was certainly impressed with the OOC's proposal of a
lower cost than that proposed by the Postal Service for electronic
mail. I feel that we should give the general public as low a cost as we
possibly can, as long as it's a good service.

Third, and probably, in my opinion, more important than any of
these items, I could visualize very clearly the handwriting on the wall,
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there was going to be a jurisdictional problem there, over electronic
mail.

Here we are again faced with another dilemma, how is the Postal
Service going to get into electronic mail when they are going to have
jurisdictional problems that will last, goodness only knows how long.

And as 1I said in 1977, there's only one way for the Postal Service
to go, they must get into the electronic mail business. This judicial
recommendation that we made on ECOM came out very clear. We must
go with electronic mail, now.

This is the only way, and the majority has provided the avenue
for them to get into the business.

Senator Stevens, I hope the Board of Governors will have the clair-
voyance and the prudence to move in the right direction and approve
what we have recommended.

Senator STEvENS. Thank you gentlemen. Some of us that believe we
are already 5 years or so behind as far as the use of the new system,
why is it that the Postal Service will not be able to conduct its experi-
ments without going through the process through your Commission.
Why shouldn't we change that?

Mr. FRITSCHLER. Well, Senator Ste% ens, let me ask you this, what
if the Postal Service had gone into electronic mail on an experimental
basis under its original proposal? They would have, first of all, wound
up in court and we would have had the most horrendous delay imagin-
able which would have taken longer, I believe, than a full hearing pro-
cedure which allowed everyone to speak, develop new proposals that
seem proper in the course of those proceedings, and let the Rate Com-
mission, or whatever body is listening to the testimony, come up with
a decision which could then be implemented.

Senator STEVENS. Well if we used that system at the time when the
airmail started, we'd still be using dogsleds in Alaska. You know the
airmail started in Alaska, whether people remember that or not. I just
don't see why we ought to force the Postal Service to go through this
cumbersome process to seek approval of experimental proposals.

What about your cross-subsidization concept? Apply that to airmail.
Why shouldn't there be a cross-subsidy during the experimental
period?

Mr. FRITSCHLER. In the airmail field?
Senator STEvENs. No, I mean here. Again, going back into history,

if that airmail had not been subsidizedby regular mail, it never would
have gotten off the ground, literally.

Mr. FRITSCHLER. Well, in the electronic mail field, for example, you
have conflicting values. If there's cross-subsidy, you would compete,
very unfairly it seems to me, with existing telecommunications carriers.

Senator STEvENs. So the idea is to prove whether the system would
work. Why shouldn't we have a period of experiment where they can
prove whether the system could work?

Mr. FRITSCHLER. Well, the system could generally work, if the
Postal Service were allowed to send electronic letters for 2 cents and
use the rest of their $20 billion budget to support it.

Senator STEVENS. What do you think broke this interstate rate pool
that we've got here in terms of the telecommunications system? It was,
in fact, a rate separation process that took more from the local phone
user and put it into the interstate field.
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Now, with volumes building up, we can do it the other way around.
Now we can actually take money from their interstate operation and
put it back into the local where the costs are going higher.

Why shouldn't the post office be able to go through the same kind
of developmental process?

Mr. DUPONT. May I answer that, Mr. Fritschlerq
Mr. FRITSCHLER. Fine.
Mr. DuPoN T. The Postal Service can't, under the law. At the present

time, formal classification changes, the Postal Service can implement
msil classification changes 90 days after they submit a filing with the
Postal Rate Commission.

In this instance, they attempted-well, let me go back to some
history.

The Commission on the Postal Service, in 1976, on which I was an
ex officio -member, took testimony on this and were very surprised at
that time to hear a Postal Service official, former Postmaster General
Bailor who sat on the Postal Service Commission with the rest of us,
say that the Postal Service had received proposals on electronic com-
munication of mail and had decided to put it on the backburner.

It's in our report, but toaddress it at that time, we were just very
surprised that the Postal Service had not moved along as you indi-
cated they should have.

It is my view that they wcre behind and they are behind. At that
time, the evidence that the Commission on Postal Service received
indicated that the Postal Service was not enthusiastic in moving ahead
in electronic mail. This time period was 1976-1977.

Now at the present time, the Postal Service could have moved ahead
with ECOM 90 days after they filed with us.

The law, section 3623, allows that to happen. However, in selecting
Western Union as the Service's sole source contractor, Western Union
had to go before FCC to get their tariffs approved. FCC turned them
down. So in this regard, the Postal Service could have moved along
in this area had Western Union gotten FCC approval.

Regardless of what did, this is the way the law is written. What we
looked at-

Senator STEVENS. It sounds to me like we're in such a jurisdictional
spider web that I better tell my dogsled people to start feeding their
dogs, you know. The system's going to break down and we're going to
need them again.

Now, somehow or other, people have come before this committee
and asked that we abolish your commission. Because of the inorlinate
delay in dealing with the problems that have been presented to your
Commission.

What's the answer to that? Why should it take 15 months to deal
with ECOM, as far as the Commission is concerned, on an experi-
mental program?

Mr. DUPONT. The problem, Senator, if I may refer to the Commis-
sion's transcript of our hearings, was that there was great difficulty in
finding out how much competition was taken into consideration by
the Postmaster General in selecting Western Union.

As I said, FCC didn't approve Western Union. The hearings that
we held, went on for 15 months; we had a witness before us who ap-
peared before us on 16 different occasions, because he would not give



342

us the answers, even though he was a project manager for the project
at the Postal Service.

His answers were, "I don't know," "I don't recall," on meetings that
took place 2 years ago. The lawyers for these parties, Graphnet, and
others, cross-examined him in order to get information on cost and
on the procedures of selection for their sole source contractor.

That was the holdup, but again I say that the Postal Service
could move ahead in this area 90 days after they filed with us, had
FCC given Western Union approval on the tariffs.

Western Union did not obtain that approval and so we looked at
it in an attempt to satisfy what we saw as problem areas and how the
Postal Service could get into this quickly. We feel that the FCC was
concerned about competition and we believe we've met that objective.
We do allow competition.

Newspaper reports indicate that Charles Ferris, who we all know
served up here in the Senate for a number of years, made a statement
in effect approving the majority decision in ECOM. I certainly feel
that there are carriers who could get FCC approval at the present time
and if the Postal Service would agree to put these computers in the
serving post offices, with ports to which they could tie, they could get
into this system right away.

Senator STEVENs. Let me interrupt for just one minute. Let me ask
one question and I'll be glad to have you comment.

Am I correct in my understanding that you made a recoimenda-
tion after hearings and then went to the Board of Governors; they
turned it down, its come back, and you've made another series of
recommendations and that is waiting for the Board of Governors' con-
currence now. Is that right?

Mr. DuPoN'r. Yes.
Mr. FRrrSCHLER. Yes, that's correct.
Senator STEVENS. And meanwhile, the Postal Service has gone to

the FCC and tried to get them to approve some modernization of this
system; the FCC said no, and we're in a situation where, frankly, you
know what's going to happen, it's going to be cleared up and there's a
rider in the appropriations bill. You've all seen that.

It's going to cut through a burcth of dead weight and say go, and
your authority and the FCC authority and everybody else's authority
is going to become a mockery, mainly because of dely.

Tell me again, gentlemen, and I've asked all of you, why should there
be so much delay when the world is already moving into this system.
We were the ones to develop the technology and we're the last. to use it.

Mr. FRrTsCHLER. Just two points, Senator, or comments, and then
I'll try to answer your general questions.

The Governors did accept the basic structure of our December 17,
1979, decision. They agreed in their remand notice to go and just send
the remand back to us to clarify some technical points.

We have responded to that. The FCC action was filed about the same
time, I believe, that the Postal Service filed its docket with us.

They were attempting to get certification from the FCC and the
go-ahead with their original proposal. I am also frustrated by the time
it takes. I don't know if there's an especially good answer to that, Sen-
ator, it's a big issue. There were 49 separate intervenors in this case.
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Those intervenors represented large portions of the public, they all
felt they had something to say. They were listened to. There were
12,000 pages of testimony. I suggested in my written submission and a
little bit earlier this morning, some ways in which I felt the processes,
or procedures of the Postal Rate Commission could be improved, to
speed things up a bit.

But as long as we are to be interested in questions like competition
and four or five other major questions, as long as there are people out
thc,-e that want to be heard on the subject, and have real legitimate
interests, it is going to take some time.

Senator STvENs. Mr. Duffy.
Mr. DUFFY. I think the answer, it would appear from listening to the

members here at the table that we are all in essential agreement on
ECOM, but we are not.

Obviously the decisions do not reflect such unanimity and the Gov-
ernors have rejected it. When the ECOM matter was filed before the
Postal Rate Commission, it was a simple proposal to establish elec-
tronic mail transmission. In effect the OOC, the Office of the Commis-
sion, threw the whole proposal in the wastebasket.

Instead it came up with an entirely different plan, recommending
data processing and envelope stuffing at some 25 serving post offices all
over the country.

But in effect that act would have denied the Postal Service the
right to get into electronic mail. Now you properly stated a little
while ago that the mail from dogsled, pony express, trucks to rail-
roads and to airplanes had not run into any great obstruction -from
the other regulatory bodies like the CAB or ICC and so forth.

This is a very simple proposal and could have been handled very
quickly. Now we were talking about Western Union. Western Union
dragged its feet when it was rejected, it failed to file anything cor-
rected for a long period of time, until finally the Postal Service was
prompted to abrogate the sole source contract. Now it has been my
position all along that there's no reason in the world, competition
or no competition, for the Postal Service not to enter into contracts
with telecommunications industries who are interested, who are
willing to do it under Postal Service control. Let those telecommuni-
cations companies get their tariffs, their licenses from the FCC, no-
body wants to deny the FCC its rights, and I think that we could
have gotten through this classification case, much more quickly.

The last three or four cases, if my memory serves me correctly, at
the Postal Rate Commission have been going about 15 months.

Mr. O'DoIITY. Could I comment, Senator? It's almost our ritual
exercise, as a matter of fact, that these annual, semiannual or bian-
nual appearances before the Senate Committee or the House Commit-
tee, and their respective chairmen to start boasting about intervenors
and their pages of testimony, as though that in itself proved that we
generate a great deal of knowledge.

Frankly, I can't see that at all in our case. Most of the 49 inter-
venors took no part at all. The OOC brought in two expert wit-
nesses and that occupied at least 65 percent of the record going into
engineering, technique, electronic communication area, computers, and
data processing. As a result, I can say right here that there wasn't a
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single member of the bench, that is, the five Commissioners, who un-
derstood the testimony going into the record.

It was an exercise in futility allowing this kind of testimony be-
cause we re involved with just the mere changes in mail classification.
The simply spelled-out criterion of the act made this extraneous testi-
mony totally unnecessary in this matter.

You alluded to the experimental areas of the proposed legislation.
The thrust of that legislation is sound; however, it seems to me that
the objective would be better obtained by the direction that Senator
Stevens was taking and we ought to be made to clarify that the Postal
Service itself has the authority to get into experiments before the rate
change.

I guarantee that the regulatory overzealousness that's part of our
staff, and which is probably indicative to any quasi-regulatory agency,
will in almost every instance say this experimental authority does not
satisfy the custom extended here. There is a lust for hearings in the
regulatory process, and in every quasi-regulatory agency in Wash-
ington, and I think each one of you know it.

Senator STEvENS. I do thank you for that, you do mention the
question about the amendments that have been proposed here through
your commission's jurisdiction. Why is it necessary for you to have
oversight jurisdiction on proposed changes in rates and in classifica-
tions. Why do we really need that in this day and age, we've got the
Board of Governors, they can veto the Postal Service.

Mr. FRrrSCHLER. Well, I guess we really don't need it if the Board
of Governors, who of course are also the managers of the Postal Serv-
ice, propose rate increases and any kind of new service and are allowed
to implement them.

It seems to me it can happen obviously and it could be very efficient.
Senator STEvENS. That question assumes that they're not going into

the telecommunications business. Now if they're going into the tele-
communications business, it would be another matter.

The Western Union or whoever else gets any kind of contract with
them and is going to the FCC and deal with tariffs-why should you
deal with the rates that, it seems to me this is the same thing we've
been through and some of you have been up here and know this, with
the CAB with regard to postal rates on air nes. Aren't we just dupli-
cating the problems we had there?

And extending the time frame for innovation. I really don't know
why we need this laborance of this review of rates; is the consumer
protected by the delay they've just had?

We've been after this now for at least 4 years, to my knowledge. I
hired someone to work in the summer of 1975 because we saw this
thing coming, to find out what we should do about electronic commu-
nications, as far as the postal service was concerned.

Why should there be that much delay?
Mr. FRITSCHLER. Well, on the question of overlap, I had thought and

I firmly believed that our decision did all it could; it went a long way
toward eliminating it.

We separated the jurisdiction between the FCC and the PRC very
clearly. That was one of the major features of the decision itself-to
make certain that there would not be duplication.
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The communications commission handles the communications por-
tion for this and we take over doing whatever we need to do from the
front door of the Postal Service.

As a matter of fact, we worked long and hard to separate that juris-
dictional area so that there would be no overlap.

Mr. DuPoNT. If I may comment, Senator Stevens. Again, I go back
to the classification sections 3623 and 3641 of the law. The Postal
Service could have moved ahead with ECOM, within 100 days after
filing with us. However, because they could not get approval from
FCC for Western Union, their contractor, that system became moot
and, contrary to what Commissioner Duffy said, it was not the Postal
Service that abrogated that contract; Western Union sent the letter
to the Postal Service, saying, "let us out of this contract, we can't
get approval from FCC," and the Postal Service said, "OK, we'll
let you out of the contract."

But the Postal Service could have moved into ECOM if they
wanted to within 100 days after filing with us-sections 3623 and 3641
of the act. However, there were so many issues involved that they felt
that if they moved ahead-I'm trying to second-guess what they
thought-they would be knocked down by the court and they could not
get a tariff out of the FCC.

Senator STEVENS. You know, in view of what I just heard, I wouldn't
have moved, either, if I was the post office.

Mr. DuPoNT. Well this is-.
Senator STEVENS. With the Board of Governors turning down rec-

ommendations through you people, you people going back into hear-
ings after the first go round.

Mr. DUPONT. No, no, we did not,-.
Senator STEvFNs. Am I wrong there? You didn't have a second set

of hearings?
Mr. DUPONT. No; there was a resubmission.
Senator STEVENS. Let me change the subject. You gentleman have

been very patient with me.
Your testimony indicates that mailers satisfy 88.5 percent of the

revenue requirements of the Postal Service. According to the testimony
of Kent Rhodes of the Magazine Publishers Association, the public
service appropriations for fiscal year 1980 were 4.4 percent of the
operating expenses. Where did the other 7 percent of postal income
come from? If those figures are right, where did the other income come
from?

Mr. FRtITSCHLER. I believe the rest is in the revenue foregone for
this-

Mr. DUPONT. There's a public service subsidy, then you have the
revenue foregone subsidy. So there are two subsidies involved.

Mr. FRITSCHILER. Which amounted to about $1.5 or $1.7 billion out
of the approximately $20 billion budget last year.

I think my math is right.
Mr. O'DOHERTY. The subsidies, Senator, are for the nonprofit mail,

third classes of mail. Congress allowed for those subsidies to continue
after the Postal Reorganization Act was passed in 1970.

Senator STEVENS. Where's the income coming from? I understand
we have some revenue foregone concepts, but someone is paying the
bill.
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Mr. O'Donnrr. The taxpayers of the United States are paying the
bill for the subsidy.

Mr. Frscmn. Out of the $20 billion budget, there's about $1.5
billion in subsidies coming from Congress, the remainder of 88 percent
is coming from mailers.

Senator STmEvNs. All right1 it just seemed to me that there was a
deficiency there You say you re not making up from revenues, that
revenue foregone is not made up of other revenue.

Mr. O'DonErrr. The attempt, Senator, under the act, is that the
combined revenues obtained from what the mailers pay, plus the sub-
sidy both cover the budget. As you know, that's what really happens
under actual performance.

This year, there's an anticipated deficit that's already -developed
these last periods and therefore we anticipate immediate filing for an
increased rate.

The Postal Service is about to file a request for an increased rate to
take effect 10 months hence.

Senator GLENN [presiding]. Could I just clarify that? What deficit
then would the Postal Service have now, as you see it? Have we been
building up a deficit every year in spite of the subsidy ? I thought we
were close to balancing.

You're saying that it hasn't been in balance even with the subsidy.
Mr. O'DOlnRTY. Unfortunately, there's a fact that we hQ.d to make

revisions in the last two rate cases to attempt to recover prior year
losses over a 7-year period. We haven't succeeded in doing that to my
knowledge to date.

The later contracts the service had included one of the primary
reasons was the cost of living-

Senator GLENN. What I was getting at was that I thought, the way
you stated that a minute ago, that there would be a deficit, a standing
deficit of x billions of dollars that the Postal Service has right now.

Mr. O'DoHFETY. No, there's an anticipaited operating deficit I be-
lieve they have, which will be an estimate for us of their operating
deficits for this fiscal year, upon which they've premised their request
for an increased rate. You have to look at those estimates.

Senator-GLENN. Yes.
Mr. DuPONT. May I comment on that Mr. Chairman?
Senator GLENN. Sure.
Mr. DuPoNT. When the Postal Service files with us, they look at a

future test year and say if the present rates continue as they are in that
future test year they will be in a deficit position.

At the present time, looking at fiscal year 1979, there are common
periods, the Postmaster General has stated that they have been in the
black, frankly, $475 million, $213 million

Senator GLENN. But with the $920 million subsidy.
Mr. DuPoNT. That's correct, that's it. The subsidy plus revenue

from the mailers, they're in the black.
Now for the future, they will come in and say that in this future

test year, which will be 12 months from the time that they file, this is
an oversimplification, but we will be in a deficit position and that's
where the deficit will be.

Senator GLENN. Thank you.
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Senator STEveNs. Did you have any indication of the cost to the
consumer, the user would come down if we could accelerate the move-
ment of the Postal Service into the electronic communications field.

Mr. FmTSCHLER. I don't believe there's anything like that on the
record. The record dealt solely, as I recall, with the cost of transmis-
sion of those electronic messages, which is about 30 cents per page,
from telecommunications through printing, envelope stuffing and de-
livery.

I believe that that certainly will be a cheaper form of business com-
munication which I would guess would result in lower prices some-
where for the consumer. But the electronic mail proposal we had be-
fore us was a bulk mail proposal and I think the minimum number of
messages was 200. It was the kind of thing you and I would not use.

But we would benefit from bringing down mailing costs commer-
cially.

Mr. DUFFY. Electronic transmission of mail messages Senator, under
the control of the Postal Service would, in my opinion, react very, very
favorably on behalf of the consumer public.

Because, under the control of the Postal Service, the contract would
have to specify certain charges whereas today, Western Union is going
merrily on its way, charging $1.90 per page for each first page of a
mailgram. I think there would be substantial benefits to the public.

Senator STEVENS. My last question is what's the difference between
the proposals you've submitted to us for changes to expedite mail
classification and those that are in the bill here. How would you sum-
marize the different philosophies between the proposal you've at-
tached to your statement and the ones that are in the bill.

Mr. FiR1TSCHLER. I would say that difference in philosophy is pri-
marily that, I feel, the bill does not provide adequate opportunity for
public participation in these important classification and experimental
decisions.

We are interested in streamlining our procedures, we suggest using
notice and comment procedures in many instances instead of the trial-
type hearings, which are required in many cases in the law. But we
think that the bill goes too far in eliminating the possibilities for the
public to participate in a meaningful decision process.

Senator STEvENs. Thank you. Thank you very much Mr. Chairman.
Senator GLENx. Thank you Senator Stevens. I'd like to follow up

on ECOM for just a moment.
Do you see it as a dollar maker or dollar loser? Is it going to help

support the Postal Service and get us out of our subsidy-type situation,
or is it going to add to the subsidies that are going to be required to
provide this service?

Mr. FRrrSCHLER. It certainly is a service that's going to be a very
big money maker. This is probably not the right term to use. It's going
to be a very popular and very large service, but with the prohibitions
against cross-subsidization in the law, it's difficult to see how this
could be used to solve other areas of postal problems.

But it certainly will be, I think, a popular and productive service.
Mr. DuPONT. May I address that question.
Senator GLENN. Sure, Mr. DuPont.
-Mr. DUPONT. As we stated earlier, I think while you were out of the

room for a minute, a Shell Oil Co. representative, manager of com-

66-919 0 - 80 - 23
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munications for Shell Oil Co., appeared before an electronic mail
gathering before us and indicated that Shell Oil Co. had a large
volume to put into the system, if it were available.

Other companies similarly, we are sure, would do this. We can look
at what has happened in Europe, where ECOM has been instituted,
and the traffic is very, very high. It would be a great market for the
Postal Service.

Nobody has the delivery system that the Postal Service does. Shell
Oil Co., right now has teletype machines in 114 locations, I believe,
around the country.

They frankly, at one point, I understand, went to the Postal Serv-
ice and said, "how about letting us put our teletype, our printers in
your post offices and you all deliver them." But the Postal Service has
expanded and said, "we'll put our own printers in 25 SPO's, serving
post offices, to begin with."

So the market I think is there to be taken advantage of. Also with
the reduction in subsidies, that has already been written into the law,
we have to find new areas of traffic. I am firmly of the mind that if this
is instituted, it would bring additional revenues into the Postal Serv-
ice and at the same time stem the loss that may very well occur, if the
Postal Service, doesn't get into the area. Again the delievery system
that the Postal Service has, of course, is unduplicated in the whole
country and as the Shell Oil Co. representative said, we'd be stupid-
not to take advantage of that system.

Mr. FRrrSCHLF.R. Senator, there's another aspect of our decision
which hasn't received much attention and hasn't been discussed much,
which I think is pertinent here.

Under the Rate Commission decision, the Postal Service runs the
data-processing part of the electronic mail system. It is my understand-
ing that this is where the primary or bulk of the resources will be in
the future.

This really allows the Postal Service to get into a function that it
was not in before, and which it would not have been under the system
which it originally proposed, for those services would have been con-
tracted out.

Senator GLENN. I have been studying the question of cost and reve-
nue ever since I've been on this committee. We've been following it
very closely, trying to get a better handle on cost attributions, to the
extent it is possible.

The Service has a number of studies presently ongoing that pre-
sumably will be completed soon. I hope they will give us. better in-
formation on cost attribution.

We wrote to the Postal Rate Commission last fall, requesting a status
report on the mail clasifications studies. Mr. Duffy responded to us
and stated as part of his letter that the studies initiated by the USPS
in the spring of 1975 had a target date for completion 2 years later.

Four and a half years have passed and the studies are' still a long
way from completion. The major function of the Commission in
Docket MC-76-5 is to move the study program along as rapidly as
possible.

Can you give us a report on that or status of all these studies that
are apparently ongoing for so many years that we have needed very,
very much and haven't been able to getI
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Mr. Farrscn. Mr. Chairman, Mr. Duffy is the presiding officer
of that docket and I'd like to ask him to respond to that.

Senator GLENN;. Mr. Duffy.
Mr. Duwry. I regret, Mr. Chairman, that I don't have the chart

that I use in presiding over that, but the Postal Service has been
encountering a lot of difficulty with some of its contractors in getting
the kind of data, quickly enough so that the studies can be brought
to a close on the various subjects.

The counsel for the Postal Service has apologized on numerous
occasions for being unable to give specific closing dates for some of
those studies. I guess some of them are now going into the latter part
of this summer, stretching out into the fall and some may not be
completed this year.

We've been meeting about every month in the middle of the month.
I've been trying to press from the Postal Service and others, with
the cooperation of the OOC for the earliest possible completion of
these particular classifications.

But the Postal Service, as I say, explains the delays and the diffi-
culties in the contractors who have been doing the work for them.

Senator GLENN. It's difficult I know, it's a very complex system of
costs, but I don't see how we really get around to making our attribu-
tion at all tinder the current set of facts that come up, at least as has
been testified before us here in some of the hearings and other infor-
mation from staff, until we get some of these studies completed.

It's very, very difficult and we had testimony last week which some
of you may have followed. One person testified that he felt we should
try and make that kind of cost attribution, we should just quote this
$920 million out there every year and that's it.

We wouldn't even know where it's going and I react very nega-
tively to that, we don't do that with any other function of Govern-
ment that I know of at all. We don't float billions to the Pentagon
or anyplace else.

We have contingency funds in ex ery department of some amount
of money, you can't take it down to the last eraser on every pencil
on cost attributions, I'm well aware of that so we provide con-
tingency funds and some flexibility in funding or some flexibil-
ity with a certain approval procedure, taking out of one account
and putting it into another account for whatever purpose with
approval.

But you have to know where the money i3 going and to think that
we don't have a better handle on some of this bothers me con-
siderably. If we are going to move into the ECOM area and to a
whole new different set of figures that we have not dealt with before,
then were just adding more complexity on what has been a situation
that we've not been able to get good accounting figures on for the past
4 years. According to Mr. Duffy.Maybe 41 years, that was last fall, we're up to 5 years, now that
we've been studying this thing and apparently with difficulty in getting
decent enough figures. Figures that we know that we can even begin
to attribute them to different classes of mail.

Mr. DuPoNT. I just consulted with Chairman Fritschler, and if you
would like, I think we could work something out for you and lay it all
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out in graphic form where we see the costs are now, where the problem
areas are, and where the MC76-5 studies could fill those gaps.

At least we would have a working paper to review what the costs are.
We don't have perfect knowledge in this area, but we certainly have
a lot of knowledge and I suggest that we work up a cost paper for you
and give you what we have and go through the studies that Commis-
sioner Duffy has jurisdiction over and let you know where they are,
rather than just giving you a chart.

Senator GLENN. I would appreciate having that and any other in for-
mation you can give us.

Mr. DuPowr. One comment, I'm sorry that you did not put into this
bill the provision that you had in your bill a couple of years ago pro-
viding that a study of various costing systems should be made. I don't
remember the exact provisions of that bill, but at that time, I person
ally endorsed that and thought it should be undertaken. I think if
you'd give consideration for it again, possibly it would help move these
studies along.

Snator GLENN. Well, let me be the devil's advocate, here. Why do
you think we'd get any better information than what we've been
getting, by putting it in I

We were assured time and time and time again that these studies
were underway. They were going to be done by the end of last year.
We've delayed pushing for the information because we were assured
that they were going to be done. Now we don't have the information
yet, so I'm getting very concerned about whether we are really going to
get it, as we ve been assured we would for so long.

And I don't know, maybe you can't work out a cost attribution sys-
tem. I know you can't attribute to the labor of the person who puts
the flag up outside the post office everyday to a particular class of mail.
There have to be some general functions that are paid for out of gen-
eral funds, and I'm well aware of that.

But I think we can break down our attributable costs far more than
we have up to now. Then we'd have a clearer picture of where we stand.
We could then make more educated policy determinations about where
rates should be raised and where we subsidize out of general revenue.

So we have to make those decision, but I prefer to make those de-
cision on some good hardheaded accounting figures, rather than the
very, very vague estimates that we now get.

Mr. DuPoNT. What you had was a much broader study than what
the MC76-5 studies would have. As I recall, you wanted to look into
the theory of various cost attribution systems.

At the time that I appeared before you I though it was an excellent
idea, because 8 years had passed and possibly the cost attribution
theory followed the original Postal Reorganization Act should be
reviewed.

This act needed to be modified or changed somewhat, but I thought
we could do it by adjusting the theories afso and give it all to you. The
MC76-5 studies are not that broad in scope and that's where I think
that if we had a mandate to go ahead and do that, look at the broader
theories involved, that would give you a better handle on what changes,
if any, need to be made.

Senator GLENN. I'm not sure I follow you exactly. Are you talking
about giving us a rundown on the various theories which may be usable
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to get the cost attribution figures in subsequent actions, or are you
talking about having a system now that actually gets the attributable
costs

Mr. DUPONT. Let me talk with, it's fairly involved, and what hap-
pens is that other regulatory agencies use different cost theories, incre-
mental costing theories, attributable costing theories. This, I think, is
the theory that is adopted in the postal reorganization-

Senator GLENN. Well, I hope we're not backing up. If we're back
to the stage now where we're going to study, how we're going to
study-

Mr. DUPONT. No, not at all. Because I think we've already studied
it.

Mr. DUFFY. I don't know, Mr. Chairman, what witnesses have ap-
peared, if any from the Postal Service, but I think that if any are-

Senator GLENN. On May 1, the Postal Service will be here. We
haven't had any direct testimony.

Mr. DuYFY. I think it would be very helpful if you could address
some of these good questions that you've been addressing to us rela-
tive to the completion of certain mail classification studies. Those are
the people who can tell us what the problems are.

Senator GLENN. We will address those in public hearings. Obviously
we've had meetings, continual meetings on this subject with the
Postal Service. They are very much aware of our concerns in this
regard and we'll have public testimony on it of course, when they
appear on the first.

Mr. Fritschler, on page 27 you indicated that the Commission, at
the present time, is considering rulemaking proceedings to streamline
the experimental classification request. And you commented on that
briefly a while ago.

When do you expect these new rules to be promulgated and what
kind of improvements can we expect in terms of the amount of time
that it takes the Commission to consider whether an experimental
proposal by the Postal Service has been properly formulated?-

Mr. FRrrSCHLER. That proposed rule is about ready to be submitted
for comment. What is the timing that we have on it now?

Mr. STOVER. I would think that, we could get it out within a few
weeks.

Mr. FMrrSCHLER. We expect to get it out within a few weeks. It
would allow us in a certain limited way to speed our procedures
through using rulemaking rather than trial type hearings.

But the notice and comment provision, if it could be written into
the law, would expedite that even further.

This frankly is a halfway step toward the notice and comment pro-
cedure.

Senator GLENN. We have time problems, obviously, this morning.
We have a hundred different questions here remaining that I had
hoped we might have time to get to, but we will not. We have some
other witnesses here. What I would like to do is send a list over for
your reply. Your answers will be included in the printed committee
record.

I'm well aware, too, that there are variations of opinion on the Com-
mission on some of these matters, and I would ask that you distribute
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the list of questions to all the Commission members so that we can in-
clude dissenting viewpoints.

That way we'll have variations of opinion from the Commission
available in the hearing record. We would appreciate the earliest reply
on that. We do have a number of questiqns, so I know we need to ex-
tend our normal 2-week time period. We hope that you can get those
back as promptly as possible so that w can have the benefit of the
views of all the members of the Commissidn.

Mr. FarcnxHL Fine; we'd be happy to do that Senator.
Senator GLENN. Fine, thank you very much gentlemen.
[Mr. Fritschler's prepared statement with attachments, responses to

written questions from Senator Glenn tnd additional material sub-
mitted by Mr. Fritschler, and a separate letter from Mr. Bright
follow:] I
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STATEMENT OF A. LEE FRITSCIILER
CHAIRMAN, POSTAL RATE COMMISSION

BEFORE THE SUBCOMMITTEE ON ENERGY, NUCLEAR PROLIFERATION
AND FEDERAL SERVICES,

COMMITTEE ON GOVERIVENTAL AFFAIRS

UNITED STATES SENATE
(April 21, 1980)

Mr. Chairman,

I appreciate the opportunity to appear before your Committee

to present testimony on S. 2558, the bill regarding potential

legislative changes in the Postal Reorganization Act. I would

like to address those aspects of the bill that are pertinent

to the Rate Commission, as well as many of the broader issues

that it raises. I also will suggest legislative changes

which I believe will improve the functioning of the Rate Commission.

I will ask the Committee, as we generally do, to refrain from

asking questions regarding matters at issue in cases pending

before the Rate Commission.

My intent is to discuss possible legislative changes with

respect to the United States Postal Service and the Postal Rate

Commission. In doing so, I do not intend to offer generalized

observations on the workings of these two agencies. To the

contrary, I would like to offer comment on a specific topic

which is of utmost concern to me and which has become the

subject of considerable debate throughout the government as well

as in the private sector--that is the subject of Federal regulation.
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The subject of regulation has been of personal interest to

me for years. I conducted extensive studies on the topic as

Dean of the College of Public and International Affairs at American

University. Now, as Chairman of the Rate Commission, I am

actively involved in the process of regulatory oversight.

I believe I am in a good position to assess the regulatory

process and to offer suggestions that are directed to achieving

the ultimate soal of maximizing the efficiency of that process.

But this objective--to promote effective regulation in this

period of regulatory reform--must be keyed to the particular

agency and regulatory situation. The Rate Commission is a unique

regulatory body. It is the only agency in the Federal Government

which has as its sole statutory obligation the regulation of

another Federal agency. Because of this unique situation there

has been some question as to the proper regulatory role and

authority of the Rate Commission as an independent body.

Much of the confusion has been caused by the lack of full recognition

of our statutory responsibilities. I will explore some of the

details of these difficulties subsequently. The point, Mr. Chairman,

is that the key to effective regulation of postal operations, as my

testimony will demonstrate, lies in legislative measures that will
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clarify and guarantee the status of this Commission as an

independent regulatory body.

Despite some confusion as to the role of the Rate Commission,

its status as an independent regulatory body is well established

in the Postal Reorganization Act, and in judicial applications

of the Act.

I. Background--The Postal Reorganization Act

A. The Rate Commission as a Regulatory Agency

The Act clearly designates certain postal matters that

are subject to regulation by the Rate Commission. Specifically,

the Commission has the statutory authority to issue advisory

opinions on nationwide changes in the nature of postal services,

to regulate rate and classification actions, to oversee rate and

service complaints and to decide appeals from Postal Service

determinations to close or consolidate a post office.

Perhaps the most important of these responsibilities is

the regulation of rate and mail classification actions. The

importance of these actions to the Postal Service and the public

is obvious. Simply put, the mail classification schedule defines

the types of postal services that will be offered to the public.

The significance of the rate design is evidenced by the fact that

in the last rate case, mailers satisfied 88.5% of the revenue

requirement of the Postal Service.

By virtue of SS 3622-3623 of the Act, Congress delegated

the regulation of these important functions to the Commission.
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The Postal Service is mandated, under these sections, to present

any proposed changes in rates or in the design of the mail

classification schedule for review, or oversight, by this

Commission. Furthermore, S 3623 enables this Commission

to initiate changes in the mail classification schedule

when it finds that the needs of the Postal Service and

the public warrant such changes.

The perceived need by Congress for scrutinizing regulation

in these two areas is apparent from the specific guidelines

enumerated in SS 3622-23, under which we conduct our proceedings.

The Rate Commission must ensure that any proposed changes

in rates comply with the eight statutory criteria designated

in S 3622. Similarly, there are six criteria outlined

in S 3623 which this Commission must implement in making recommend-

ations on proposed mail classification changes. As I noted above,

these criteria require the Commission, in general terms, to ensure

that changes in rates and the classification schedule are designed

to meet the needs of the mailing public and the Postal Service.

The scope and significance of this responsibility is evident

from the detail with which Congress defined our statutory mandate.

B. The Rate Commission is an Independent Agency

It is also clear from the statute, Mr. Chairman, that the

Commission is a regulatory body independent from the Postal

Service. Section 3601(a) of the Act states that 4The Postal Rate
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Commission is an independent establishment of the executive branch

The Commissioners are appointed by the President, "by

and with the advice and consent of the Senate." Unlike the

Governors, we have no allegiance to the Postal Service or any

other party which appears before us.

Furthermore, under S 3624 we conduct-quasi-judicial hearings for

rate and mail classification proceedings in which all interested

parties are given an equal opportunity to present their views. Our

rules of practice prohibit ex parte communications, i.e.,

communications on the merits of a case between the parties and

the Commission, to insure that the Commission's decisions are

the result of impartial review.

An important adjunct of this independent status, according

to a recent Court of Appeals decision, is that the Commission

is the agency which has the authority to interpret the Postal

Reorganization Act's provisions on rate and classification matters.

In particular, the Court stated:

[T]he agency entitled to deference in the
interpretation of 39 U.S.C. SS 3622-24 is
the Rate Commission--not the Postal Service--
as it is the Rate Commission which is charged
with making recommended decisions on changes
in rates and mail classification. l/

I believe all of the above demonstrates that the Rate

Commission is structurally and operationally an independent body.

II. The Courts Have Confirmed the Role of the Rate Commission

as an Independent Regulatory Body

Almost every court which has rendered a decision on postal

matters has interpreted the law in this manner, declaring the Rate

I/ United Parcel Service v. U.S. Postal Service, 604 F.2d 1370,
1381, (3d Cir. 1979).
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Commission to be an independent regulatory body. For instance,

there have been a series of cases on the Commission's approach

to ratemaking. In one such decision, commonly referred to as1/
NAGCP I, the court addressed the issue of whether or not the

Postal Service could implement rates for special services

without submitting the proposed increase to the Rate Commission.

In resolving the issue the court referred to the separation of

functions between the Postal Service and the Rate Commission

and concluded that

[Miost of all, any reasonable examination of
the purposes of the Act discloses Congress'
implicit design that the distinct functions
of service provision and rate adjustment be
divided between the Postal Service and the
Rate Commission. The expertise of the Postal
Service supposedly is in management, and its
authority therefore reasonably extends to basic
decisions pertaining to the provision of special,
non-postal and other services. The Postal Rate
Commission, however, was created specifically to
oversee the ratemaking process. Its expertise is
in the setting of rates and fees that are fair
and equitable, and its authority therefore reasonably
extends to all aspects of such decisions . . . and,
it would seem plainly, the setting of fees for
those special services which management decides should
be provided. 2/

In another case, the courts were called upon to decide whether

a postal regulation was actually a change in the classification

schedule and therefore subject to the Rate Commission's jurisdiction.

1/ National Association of Greeting Card Publishers v. U.S.

Postal Service, 569 F.2d 570 (D.C. Cir. 1976).

1/ 569 F.2d at 597.
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The District Court, in the beginning of its opinion, cited the

division of functions between the Postal Service and the Rate

Commission. In particular the court stated:

In 1970, Congress by passing the Postal Reorganization
Act revamped the entire U.S. postal system. The Act
established two independent agencies, United States
Postal Service and the Postal Rate Commission (PRC).
While USPS was charged with managing the daily
operations of the postal system, the PRC was given
broad authority over changes in mail rates and
classifications. L/

The court went on to state some of the reasons for the delegation

of these functions to the Rate Commission. It cited the

need to remove "political influence" from postal management and

to place rate and mail classification matters in the hands of

"impartial professionals." The Court of Appeals, in affirming

the District Court's decision, reiterated that the Postal Rate
2/

Commission is "a regulatory body independent from USPS."

The Act's history indicates the courts were on solid ground

in their application of the law and in defining the role of

the Rate Commission vis-a-vis that of the Postal Service. In

a June, 1970, report on Postal Reorganization the Senate

Committee on Post Office and Civil Service stated:

In discharging the highly important responsibilities
vested in the Commission, it must exercise its best

1/ National Retired Teachers Association v. U.S. Postal Service,
430 F. St.pp. 141, 143 (D.D.C. 1977) affirmed 593 F.2d, 1361
(D.C. Cir. 1979).

2/ 593 F.2d at 1363.
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judgment to insure that all postal rates, fees,
and classifications are reasonable and equitable, and
to insure that the rights of all mail users are
protected, throughout the ratemaking and classification
process, by careful consideration of all the specific
public-interest factors that the statute requires be
taken into account, and by faithful adherence to all
of the ratemaking and classification standards set forth
in the statute. I/

In that report the Committee also stated that each agency

need only recognize its legal responsibilities.

I feel that the Rate Commission has taken proper cognizance of

its responsibilities and the scope of its jurisdiction. There

have been instances, in the past, when our interpretation of

the statute has compelled us to dismiss certain cases, as beyond the

jurisdiction of the Commission. In an order relating to Docket

Nos. MC76-l-4, we declined to add an additional class of mail to

the list of classes already permitted to receive phased rates under

S 3626. Our interpretation of the statute, as well as the legislative

history, led us to conclude that Congress intended the list to be

exclusive. In Docket N~o. RM76-4 we deferred, to the Postal Service,

on the matter of which agency has primary jurisdiction over the

Private Express Statutes. In our Opinion and Recommended

Decision on MAILGRAM, we concluded that the service should be

regulated by the Federal Communications Commission rather than the

Rate Commission. In Docket No. A78-1 we concluded from the

Senate Committee on Post Office and Civil Service, 91st Cong.,
2d Sess., Report on Postal Reorganization (Comm. Print 1973) at 14.
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plain meaning of the Act that a consolidation of postal routes

was not a consolidation or closing of a post office within the

Commission's purview under S 404(b). In sum, the Commission

has based the exercise of its jurisdictional prerogatives on

a sound and reasoned interpretation of the statute.

Up until now I have focused on the scope of our jurisdiction.

But as intimated in some of the quotations that I have recited,

the Rate Commission is expected to have the full responsibilities

and the full complement of regulatory tools that accompany

its status as an independent regulatory agency.

III. Public Interest Function of the Rate Commission

The specific responsibilities of this Commission are

clear--to oversee some of the most important functions of the

Postal Service--particularly rate and classification actions.

But concomitant with the establishment of any independent regulatory

body is a broader and more important responsibility--to protect

the interests of the public.

In the Scenic Hudson case the Court of Appeals defined

this responsibility in terms of the duty of a regulatory agency

to search out alternatives to those presented on the record, to

ensure that the public interest is protected. Quoting from another

case involving the responsibilities of regulatory agencies the

court stated:

As the sole representative of the public, which is
a third party in these proceedings, the agency owes
the duty to investigate all the pertinent facts,
and to see that they are adduced when the parties
have not put them [on the record] . . . 1/

1/ Scenic Hudson Preservation Conf. v. Federal Power Commission,
354 F.2d 608, 621, (2d. Cir. 1965).
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The Rate Commission thus has a separate duty, as an independent

regulatory body, to protect the public interest. The Court of

Appeals, in a more recent case, defined this duty with respect

to the specific responsibilities of the Commission. In deciding

the issue of whether the Postal Service could implement certain

rate and mail classification changes that were not nationwide,

without submission to this Commission, the Court stated:

Such a view finds no support in the Act or in
the legislative history. Indeed, suc', a
construction of the Act is capable of completely
undermining Congressional regulation via the
Rate Commission of those aspects of po-sal affairs
which are most heavily infused with the public
interest--an interest which the Rate Commission is
charged with protecting. l/

It also is clear from the Act, Mr. Chairman, that the Rate

Commission, as a regulatory body, is charged with protecting the

public interest; part and parcel of regulation is providing the

public an opportunity to participate and to offer their views.

Specifically, S 3624 of the Act mandates the Commission to

conduct a full trial-type hearing pursuant to SS 556 and 557 of

Title 5 before acting on any proposed changes in rates or the mail

classification schedule. Those who are directly interested in

a case can participate as intervenors or as parties. In

addition, those who want to make their views known but who don't

have the resources to participate directly can offer their views

through the submission of informal statements. Section 3624 also

mandates that an Officer of the Commission be appointed, in

these hearings, specifically to represent the interests of the

/ United Parcel Service v. U.S. Postal Service, 604 F.2d 1370,
1379.
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general public.

The Rate Commission has complied with this statutory mandate

and has taken full advantage of the hearing process to the benefit

of both the public and the Postal Service. The importance of

providing these hearings is evidenced by the length and breadth

of our proceedings. In Docket No. R77-1 there was a total of

62 intervenors and limited participants, and the hearing-room

proceedings took 64 days with a record of over 21,500 pages. In

Docket No. MC78-3, there were 49 intervenors and limited participants,

and the hearing-room proceedings consumed 31 days and a record of

over 12,000 pages. Participants in recent hearings have included

the Small Business Administration, the Department of Justice, the

National Telecommunications and Information Administrationi, and

the Federal Communications Commission, as well as private concerns.

The Postal Rate Commission thus serves an important national

function. It ensures that changes in rates and the mail classification

schedule are made in an open forum where all interested parties

can present their views, including those responsible for

the formulation and implementation of public policy in other

areas. The process meets the requirements of the Postal Service

as well as serving the needs of the mailers, the unions, and in

general, the public.

But the Rate Commission is only ten years old and there are

areas that are in need of clarification. The series of

court cases on ratemaking, that I referred to earlier,

offer guidance as to our cost and ratemaking methodology.

For example, the NAGCP III case affirmed our adherence to

66-919 0 - 80 - 24
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the methodology outlined in 14AGCP I but called for further

refinement in our method of assigning costs to second-class

mail. The Commission is, in a docket instituted on our own

initiative, at the present time, reviewing that issue.

The courts have stressed the need for continued improvement

in the performance of our task and the Commission is committed

to adhere to this mandate by searching for ways that will

enhance the efficiency of our operations.

IV Proposed Amendments to the Act

I stated, at the beginning of my testimony, that increased

efficiency is the goal for the Rate Commission and an objective

of all regulatory bodies. I also stated that the best way

to achieve this goal, for the Rate Commission, is through legislation

which will guarantee its independence.

Yet the bill contains measures which, it appears, would reduce

our responsibilities. It also appears, although it is not entirely

clear, that it would place some of them in the hands of the Postal

Service itself. I would like to address the revisions which are

pertinent to regulatory review in the order in which they appear

in the bill.

A. Statements of Postal Service Plans

The revised S 2401 provides for the Postal Service to include,

in its statements to Congress, its plans with respect to certain
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matters which are within the purview of the Commission. In

particular, the Service is to provide a comprehensive statement

on, among other things, any plans for reductions in service on a

nationwide or substantially nationwide basis, for establishing,

consolidating or discontinuing post offices, and for requesting

changes in rates or fees. I believe that this is a good informational

mechanism for keeping Congress abreast of Postal Service affairs.

I would like to comment particularly with respect to Postal

Service plans to close or consolidate a post office. Such plans

are largely a matter of Postal Service policy, and the Commission's

role in these cases is limited. If a determination by the Service

is appealed to the Commission our function, as outlined in S 404

(b)(5) of the Act, is similar to that of a United States Court of

Appeals. We must apply specific review standards, and we are

restricted to a review of the administrative record. In other

words, we cannot conduct our own fact-finding investigations

or hearings but are limited to deciding, in general terms,

whether the Postal Service made its determination in accordance

with the criteria listed in S 404(b).

Over the past year the Commission has issued several opinions

on these types of cases. In most of them we remanded the cases

to the Service in large part-because the Service had failed to comply
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witi the law respecting the impact of the closing or consoli-

dation on the community. In our first consolidated opinion, which

included nine cases, we examined the legislative history of

that subsection as well as the structure of S 404(b) as a whole

and concluded that the Postal Service had misconstrued the law.

We then went on to suggest certain measures the Postal Service

could take in order to comply with the standards of the statute.

The points Mr. Chairman, is that despite the rather peripheral

role of the Commission in these cases, we have taken it upon

ourselves to insure that the Postal Service is in compliance with

the law by offering guidance as to the manner in which it should

proceed under S 404(b). In this regard we also have sponsored

a paper on rural post offices and communities, as an aid to

both the Postal Service and Congress.

B. Civil Penalties for Failure to Pay Lawful Postage

The bill adds a new S 3629. That section provides basically

that the Postal Service may collect from mailers any unpaid

postage and may also impose a fine in an amount not to exceed

the amount of the unpaid postage. I have no objections to this

amendment and think it is appropriately left to Congressional

oversight.
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C. Mail Classification; Experimental Services

1. Scope of DMCS

The bill also restructures S 3623 of the Act, which relates

to mail classification actions. The new subsection (a)

refers to the Domestic Mail Classification Schedule as having

been established 'pursuant to section 3621 of this title.' I

would like to point out that while this reference to S 3621 is

correct in the most formal sense, the classification schedule

was actually established pursuant to S 3623.

I would also like to note my objection to the last sentence

of subsection 3623(a), as revised in the bill, which provides that

the schedule "shall not include instructions or procedures concerning

postal operations or administration." In Docket No. MC76-5, titled

Basic Mail Classification Reform Schedule--Proper Scope and Extent

of Schedule, we addressed the issue of the propriety of including

operational features in the schedule. In that case we stated that

"when the only way to distinguish one category of service from another

is by reference to an operational function, such reference must,

of necessity appear in the DMCS." We found that there are ways to

minimize the impact of such references on management flexibility,

and noted, 'we fully recognize that the Postal Service needs

the maximum amount of operational flexibility possible if it is

to operate efficiently."



368

- 16 -

However, there are times when operational and administrative

matters have to be referenced in the DMCS, at least to the extent

they identify legitimate classification distinctions. As our

decision in Docket l1. MC76-5 indicates, any such reference

is limited to the extent that it serves the purpose outlined

in the first sentence of this new subsection, which is to describe

"categories of mail service to be provided by the Postal

Service sufficiently to delineate the classes and subclasses

to which rates of postage and fees for postal services apply.*

2. Procedures for Review of Mail Classification Actions

The next new subsection S 3623(b) in the bill retains the

procedures for initiating mail classification actions that are

presently in effect--the Commission may, on its own, decide to

institute such proceedings or the Postal Service may request the

Commission to submit a recommended decision on a proposed mail

classification change.

However, this new subsection (b) also contains a provision

which states that any proposed changes in the mail classification

schedule are to be "accompanied by initial rates or fees for

the revised portion of the schedule." I believe that this phrase

is subject to the interpretation that only the classification changes

and not the rates or fees for these changes are subject to review.

The necessity and authority for review by the Commission of such

rates was confirmed by the District Court in the case of Naticnal



369

- 17 -

Retired Teachers Association v. U.S. Postal Service. Specifically,

the court stated:

Examination of the existing mail classification
schedule and its predecessor reveals that a
classification is a 'grouping' of mail matter for
the purpose of assigning it a speoific rate or
method of handling. i/

Since the phrase in the bill could be misconstrued, I believe

it should be omitted.

The following subsections in the bill appear to

change the procedures for reviewing mail classification changes

requested by the Postal Service. I use the word "appears"

because the proposed procedures are not entirely consistent.

The bill requires the Commission to establish expedited

procedures for reviewing Postal Service requests for changes

in the mail classification schedule. These procedures are to

include, under $ 3623(c)(1), the opportunity for a public hearing

under SS 556-557 of Title 5 if it is requested by a party within

30 days after the proposal is noticed in the Federal Register.

I would like to point out that the Act already contains a

mechanism for expediting procedures siith respect to either rate

or mail classification actions. In particular, S 3624(b)(5)

permits the Commission to conduct the entire proceedings off

the record with the consent of the parties. In light of this

provision I do not believe the requirement in the new subsection

(C)(1) is necessary.

/ 430 F. Supp. 141, 146.
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Furthermore, this S 3623(c)(1) is inconsistent with the

subsequent subsections 3623(c)(2) and (c)(3) in the bill,

which require the Commission to make a determination, within

90 days after publication in the Federal Register by the Postal

Service of a mail classification change request, as-to whether

the change "is likely to result in a substantial and immediate

adverse impact upon competition in the provision of postal .arvices.'

If the Commission doesn't make this determination, it is required

to so notify the Governors, who may then instruct the Postal Service

to adopt a "final rule" in accordance~with the notice and comment

procedure of Title 5, 5 553. In other words, the Commisson's

regulatory authority over classification changes will be limited

to those cases in which, within 90 days after notification,

regardless of the quality or quantity of supperting testimony

provided by the Postal Service, we are able to find that there

is -"a substantial and immediate adverse impact upon

competition .

These proposed sections 3623(c)(2) and (c)(3) are inconsistent

with section 3623(c)(1) which requires an opportunity for a full

trial-type hearing only if requested. They are also inconsistent

with S 3624(a) which mandates an opportunity for a hearing on

the record by this Commisson (except for experimental proposals)

under SS 556-557 of Title 5, in considering requests for rate

and mail classification changes.

The procedures do provide, under the proposed subsection

3623(c)(3)(B), for review by this Commission in accordance with

S 3624 and the factors enumerated in $ 3623(d), if we make
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the required finding. However, the cases which we hear involve

a host of legal and technical issues, and I do not see the point

in singling out competition as the determining factor in

classification proceedings.

Postal policy for the past decade has been to base

classification decisions on a wide range of considerations. The

proposed amendment would throw the advances which have been made

out the window by permitting a negative finding on anti-

competitive effect to exclude independent examination of other

relevant policies.

In other words, I believe there should always be an appro-

priate amount of regulatory oversight. Switching responsibility

for the oversight of these classification matters to the

Governors and the Service would remove measures designed to

protect the public through independent regulation. It would

permit a 20 billion dollar enterprise to escape the detached

review, currently required, by an independent and impartial body

of experts.

I think that the need for independent regulation is evidenced,

in pArt, by the fact that this Commission is authorized to initiate

mail classification actions. To me, this indicates that we were

delegated an additional responsibility: to have the foresight to

identify those areas which might requi-e the independent scrutiny
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of the Commission, with the accompanying participation by the public.

In a recent case the District Court affirmed our authority to

initiate such actions and to review any rate adjustments that

accompany them. There is no doubt that Congress intended

this Commission to take responsibility for changes in the mail

classification schedule. As stated by the District Court in

an earlier case:

[Clongress unmistakably delegated its ratemaking
and classification prerogatives to the PRC.

Any change in the classification schedule must, by
statute, be recommended to USPS by the PRC and
would be invalid in the absence of such a
recommendation. 2/

These judicial interpretations indicate the viability of the

Act's provisions for establishing and maintaining the Commission

as an independent forum for review over any changes in the mail

classification schedule.

3. Notice and Comment; Experimental Classification Changes

The necessity and authority for regulatory oversight in these

types of actions is thus clear. While I do believe that there

are ways to streamline our procedures in this area, I do not believe,

for all of the reasons noted above, that the procedures-proposed

in the bill are adequate. At the present time we are limited

by the Act, and particularly S 3624(a), which requires the

opportunity for a full hearing as to the measures we can use

1/ Dow Jones & Co., Inc. v. Postal Rate Commission, 471 F. Supp.
455 (D.D.C. 1979).

2/ National Retired Teachers Association v. U.S. Postal Service,
430 F. Supp. 141, 146.
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to expedite these proceedings. I think it would be most

advantageous to provide specifically for this Commission to

use the notice and comment procedure of S 553 of Title 5

for certain mail classification actions--including, I would expect,

experimental changes in the classification schedule.

The need for experimental changes can develop in two

ways. First, there are cases in which the Postal Service proposes

a change in the mail classification schedule and the Commission

decides to recommend the change on an experimental basis. The

E-COM decision is a good example of this type of case.

The Commission found in E-COM that there was insufficient

data to recommend the change on a permanent basis. But we also

found that there was a sound basis for allowing the service

to go forward for-a marketplace test to obtain the necessary

data.

Other regulatory bodies have used this method. For example,

the FCC in the Dataphone case authorized the institution of

a new communication device on a limited basis pending a hearing

on outstanding issues. Citing the substantial legal and technical

questions which remained unanswered _with respect to the new

device, the FCC stated: "At the same time, we do not wish to

deny to the public any improvements in service quality . .. .

The Rate Commission had a similar intent in permitting the Postal

Service to offer electronic mail. We thought the Postal Service had
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proposed a service which might be of great benefit to the public.

At the same time, we found the proposal significantly lacking

with respect to pertinent data.

The alternative to recommending the service on an experimental

basis would have been to reject the proposal until the Service had

formulated a request which contained all the necessary components

for the Commission to make a recommendation that would comply

with the statutory requirements for a permanent mail classification

change. With the E-COM proposal, which involved an entirely new

service, this might not even have been possible. But, in general,

the notion of continually rejecting a proposal until it contains

all the data necessary for the Commission to make reasoned findings,

in compliance with the Act, runs contrary to the principles outlined

in the Scenic Hudson case that I referred to earlier. As a regulatory

body we have the duty to search for alternatives. One such

alternative is to permit the Postal Service to experiment with new

services which might offer better mail service to the public, but to

require additional market data so that costs and revenues can be

sufficiently estimated to permit the changes to be incorporated

in the classification schedule on a permanent basis.

Consideration of a DMCS change as an experiment is also

appropriate when the Postal Service proposes a mail classification

change on an experimental basis. The Court of Appeals, in UPSi_/
v. USPS, decided last March, expressly stated that the

Commission has jurisdiction over Postal Service experimental

i/ 604 F.2d 1370.
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offerings. In that case the Postal Service had experimented

with bulk-mailings by charging a fixed fee per item rather than

calculating the postage by the weight of the parcel. The Service

selected 20 shippers from five cities to test the experiment

for a year. In rejecting the Postal Service's authority to

create "de facto a new mail classification by virtue of the

criteria which it established," the court relied on the plain

meaning of the statute. It stated that the Act expressly requires

all changes in rates and mail classifications to be reviewed

by the Rate Commission.
The bill contains specific procedures for Postal Service

experimental requests. I think it will become apparent as I

address the specifics of these procedures, Mr. Chairman, that

they do not promote expedition or efficient regulation.

The first provision in the draft related to experiments is the

addition of a new subsection (e) to S 3623 ard provides that the

Postal Service is authorized to "propose" experimental classifications

with the necessary rates or fees to test the feasibility of the

proposal and to collect cost and market information "sufficient

to support a proposal under subsection (b). ....

At the outset, I should note that the new subsection provides

only that the Service is authorized to propose experimental

classifications. I would like to point out that by virtue of

S 3623(a) the Postal Service already has the power to submit such

proposals to the Commission. This subsection 3623(e) also provides
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that the Service may propose experimental mail classifications

for services "not otherwise available under the classification

schedule." I think that by definition an experiment involves

some new type of service. For all of these reasons I believe

that the new subsection (e) is superfluous.

The additional procedures for review of experimental proposals

are outlined under S 3624(d). That subsection provides that the

Commission shall determine, within 60 days, whether the experimental

proposal is properly submitted in accordance with certain criteria.

Furthermore, the bill provides that if the Commission finds

that the proposal is properly designated as an experiment then

it must issue an order making findings on all the listed

criteria. The Postal Service then may implement the proposal,

after giving 10 days notice in the Federal Register, for

a period not to exceed 2 years. If the Commission finds

that the proposal is not properly submitted, it must issue

an order to that effect, again making findings with respect

to each of the criteria.

I believe that these provisions could be construed so

as to limit public participation in the process. The bill

states that the Commission is to issue orders indicating whether

a Postal Service request for an experimental offering is
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properly submitted. It makes no mention of public comment

in these c¢ses.

The Commission could, by virtue of S 3603, request that

those who have an interest in these types of cases submit

their comments before the Commission issues its order. I

think that this type of procedure is essential because the

Commission is committed to providing a forum for public

participation as well as impartial review.

But I think there is a way to streamline the procedures

in these types of cases, retaining the necessary protections but

improving upon the rather circuitous method proposed in the

bill. In particular, I would advocate a procedure which explicitly

provides for public comment as well as impartial review.

That is why I propose the use of notice and comment

procedures under S 553 of Title 5 for these types of cases and,

indeed, any classification case where it would be appropriate.

I believe that this procedure will facilitate classification

proceedings. In particular, S 553 provides that a proposed

rulemaking shall be noticed in the Federal Register with a

statement of the time, place and nature of the proposed public
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rulemaking proceedings, a reference to the legal authority under

which the rule is proposed, and the substance of the proposed

rule or a description of the subjects and issues involved. In

other words, part of this procedure involves a fairly detailed

explanatory section or preamble describing the rule or rules

proposed.

The notice time is 30 days. During that time interested

parties are to be provided the opportunity to "comment" or,

as specifically outlined in S 553(c), the opportunity to "participate

* . . through submission of written data, views, or arguments

with or without opportunity for oral presentation." After

consideration of these comments the agency is to incorporate

in the adopted rules a statement of their basis and purpose.

I have outlined this procedure, Mr. Chairman, to demonstrate

that it would allow experiments to be implemented quickly, while

at the same time preserving an opportunity for public comment

and for an appropriate amount of independent review by the Commission.

This review would include the necessary safeguards to ensure that

experimental rates do not result in cross-subsidization of or

by other mail classes. Review by this Commission would insure

that the rates which accompany any experimental change in the

DMCS would satisfy all the requirements of the Act.
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I also would advocate an additional safeguard. This wojld be

to require findings by the Commission that the need for expedition

warrants the notice and comment procedure, and that it

would not prejudice the procedural rights of any party.

I believe that this type of finding by the Commission is unlike

the proposed S 3623, which requires the Commission

to make a finding, sua sponte, on a complex issue requiring both

findings of fact and conclusions of law. In this instance

the Commission's finding is designed to further the goal of

effective regulation while at the same time ensuring that the

interests of the public are protected.

I would like to point out that the Commission is, at the

present time, considering rulemaking proceedings to streamline

experimental classification requests within the confines of

S 3624(a), which requires the opportunity for a full trial-type

hearing. These rules would include such measures as special

procedures to determine if the issues require a full trial-type

hearing, as well as provisions which would allow an experiment

to proceed despite the lack of data specified under Rule 64

of our rules of practice.

While we are thus attempting to facilitate these types of

Postal Service requests, we are limited in this endeavor by -

the statute and propose the above-cited legislative measures to

expedite our consideration of them while preserving the protection

accorded the general public through independent regulation.

D. Delay Provision

The bill also revises the delay provision of 5 3624(c)(2).

Presently, the Act provides that if the Postal Service has

1/ See attached.
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380

- 28 -

unreasonably delayed the Commission's consideration of

a Postal Service request for changes in rates, by failing

to respond to lawful orders of the Commission within a

reasonable time, the Commission may extend the 10-month

statutory deadline for rate decisions by one day for each

day of such delay.

The bill changes this subsection in several ways. It

provides that if the Commission determines, at the conclusion

of the ten-month time period in which we are to conduct rate

proceedings, that the Postal Service has unreasonably delayed

the proceedings we may extend the ten-month deadline in accordance

with certain procedures. I do not see any merit in requiring such

a determination to be made at the end of the ten-month period.

In Docket Uo. MC78-l, when we issued the first and only order

pursuant to this provision, we stated that "there obviously

must be a prospective element in the Commission's order of extension."

I believe that requiring the Commission to wait until the end

of the ten month period tO make this determination would only

delay the proceedings further and would also create an air of

uncertainty with respect to temporary rates and possible appeals.

It could also cause problems during the proceedings. For

instance, if the Commission determines at some point in the

hearings that there was substantial delay impeding the proceeding,

a new schedule should be set taking, this factor into account.

Otherwise, the problem may be compounded by procedural inequities
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resulting from efforts to hold to the original schedule after

the Postal Service has unreasonably delayed.

The bill also requires that the Postal Service must have

unreasonably delayed the proceedings by failing to respond to

any lawful order of the Commission.0 As I noted above, the

language in-the present S 3624(c)(2) provides that we may consider

extending the ten-month period if the Postal Service fails to

respond "within a reasonable time." I assume that this phrase

was inadvertently omitted from the bill since the revision could

lead to a situation in which the Postal Service could delay the

proceedings indefinitely and concurrently institute temporary

rates, leaving the parties and the Commission without recourse.

Finally, the bill provides that the 10-month period may

be extended by the lesser of one day for each day of unreasonable

delay or one day for each day of the Postal Service's failure

to respond in a reasonable time. In other words, the bill could

shorten the time by which we can extend the deadline. I

thirk that this provision is unreasonable. For example, a

party might ask for certain data from the Postal Service for use

by an expert witness in testimony. If the Postal Service were

ordered to produce the data yet did not do so in a reasonable

time, the witness could be forced to use independent estimates.

If the Service subsequently produced the data late, a whole

host of additional delays could result.
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Not only would the party have to be given an opportunity to revise

his testimony to incorporate the data, but resolution of the

procedural issues arising out of the unreasonable delay would

likely consume additional time and resources. Consequently,

while the Postal Service may have delayed in complying with

an order for only a short time, there might be substantial additional

delay caused thereby. Therefore, I believe this revision should

be omitted.

E. Reduced Rates

Section 3626, regarding reduced rates, is modified in the

bill by the addition of a new subsection (f). That subsection

lists the matter which will be considered mail under former

S 4554(b) of title 39. The only change to the list contained in

S 4554 is the addition of maps. I have no objections to this

amendment.

F. Postal Rate Commission Budget

The Commission's budget arrangements also are changed in

the bill. Specifically S 3604(d) is amended to provide that the

Commission shall prepare its budget in accordance with the Budget

and Accounting Acti rather than submitting it to the Governors.

I believe that this amendment is appropriate since the Commission

is an independent body separate from the Postal Service. In addition,
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the bill adds a new S 3605 to chapter 36 that provides

for an audit of the Commission's accounts and operations by

the Comptroller General. I have no objection to this amendment

and think it is appropriate for Congressional action.

G. Qualifications of Commissioners

I support this part of the bill, but have one objection

regarding the qualifications of Commissioners under 5 3601(a).

The last sentence provides, in part, that an individual who

has been employed by the Postal Service or the Rate Commission

can not be appointed to serve as a Commissioner until 5 years

after such employment has ended.

I believe that this removes from consideration a large body

of individuals who would have the knowledge and expertise that

would make them extremely well-qualified to serve as a Commissioner.

I know of no other agency that is so limited by statute and there

have been numerous occasions in which outstanding top staff members

of government agencies have received Presidential appointments.

H. Effective Dates

The bill provides that the amendments regarding mail

classification changes and Commission decisions shall apply "with

respect to fiscal years beginning after September 30, 1980,

and before October 1, 1983." It also provides that the amendment

defining mail matter under former S 4554 for purposes of

S 3626(a), regarding reduced rates, shall apply "to mail
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matter mailed after September 30, 1980, and before October 1,

1983.0 The apparent effect will be to make these amendments

temporary so that after October 1, 1983, the statute, as it

presently stands, will be in effect. I have no position on

this amendment.

In commenting on the revisions in the bill I have proposed

measures that I believe would increase the effectiveness

of the Rate Commission's task. But there are other measures, not

expressly referred to in the draft, which I believe are at least

as important to effective regulation and guaranteeing the

independent status of the Rate Commission._1/
I. Finality of Commission Decisions

Foremost among these would be to make our decisions final.

At the present time; the Commission issues recommended decisions

which the Governors may approve, allow under protest, reject

or modify, in accordance with S 3624 of the Act. There are a

number of reasons why I would advocate final decisional authority

for the Postal Rate Commission.

One is that review by the Governors simply has not worked

in practice as Congress intended. The major responsibilities

of the Board of Governors are similar to those of the Board

of Directors of a private corporation. These responsibilities

include determining how the Postal Service's budget will be

I/ See attached.
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allocated, approval of major capital investment decisions and

other high policy functions with respect to the overall operations

of the Postal Service. In addition to these responsibilities,

the Board must approve requests to this Commission for proposed

changes in rates and mail classifications and the Governors

must review our recommended decisions on these changes.

In light of all the other responsibilities of the Governors,

and given only a few days a month in which to conduct all of its

collegial affairs, the Governors cannot be expected to review our

decisions in any meaningful way. In Docket No. MC78-2, a decision

which totalled over 100 pages and was decided on a record

running to nearly 4,000 pages, the Governors issued their

decision rejecting our recommendations only 6 days after

it was transmitted to them.

In addition to not having adequate time, the Governors do

not have a staff of professionals, responsible directly

and exclusively to them, with expertise in the areas of

costing and ratemaking matters as des the Commission. No

body of individuals could make reasoned findings on the

Commission's decisions without this expertise.
_/

A recent court case highlighted another problem stemming

from the Governor's review of our decisions. A party to one of

our proceedings objected to the fact that the Governors are briefed

I/ Graphnet, Inc. v. U.S. Postal Service, D.D.C. :ivil Action
No. 80-0246, February 4, 1980.
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by the Postal Service staff which litigated before the Commission,

while other participants are not allowed access to the Governors.

In particular, in the affidavit of Mr. Louis A. Cox, General

Counsel of the Postal Service and Secretary to the Board of

Governor%, it was stated that the chief attorney who litigated

a case for 15 months before the Commission prepared a "neutral

summary" of the Commission's decision for the use of the members

of the Board. The court left open the question whether this

accorded with accepted ideas of fair procedure, noting that

it ntight well come up in any subsequent appeal from the Governors'

decision involved. The difficulties are easy to see, however.

At best, the Governors can only be either an additional regulatory

body layered on top of the PRC, or a junior Court of Appeals.

Either of these results would be unproductive, since a regulatory

agency and an appellate court are already available to perform

their respective functions.

On the other hand, I can appreciate the frustration that

would likely be felt by a body of men-who meet once a month

for a few days--with a busy agenda--if they were required to

analyze our decisions, and the underlying record, with no

independent technical assistance. To me this suggests that the

review of Commission decisions is not really an appropriate

function for a b- dy constituted as the Governors are, with

very considerable responsibilities for the management and direction

of the Fostal Service.
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I believe that the Board can serve an important public interest

function in reviewing and authorizing requests for proposed changes

in rate and mail classification actions. But in light of all the

Congressional and judicial statements, which I referred to

earlier, citing the expertise of this Commission and the important

public interest function which it serves, and ,ven the length

and breadh of our proceedings, I believe that this Commission's

decisions should be final. Reevaluation by the Governors adds

an additional layer of review which, as I noted above, is of

limited value. If efficiency of governmental operations and

expeditious action are primary public policy goals--and as I

have emphasized, I believe they are--than this extraneous

and time-consuming layer of review should be eliminated.

J. Data CollectionI-

Related to the issue of increasing the effectiveness of

the regulation of postal operations is the matter of obtaining

data from the Postal Service. Our rules, in consonance with

the sttute, provide several ways for parties to obtain necessary

information, such as through the submission of interrogatories

and other discovery requests. It is only through the production

and presentation of the relevant data that reasoned findings

and conclusions can be made. In other words, data becomes the key

to effective regulation.

Yet we have encountered problems, in several cases, in

obtaining information from the Postal Service, resulting

in delays in the proceedings. These problems have extended even to

l/ See attached.
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requests for production of documents in camera, the only purpose

of which is to allow the presiding Commissioner to evaluate the

Service's claim that the data are legally privileged and should

remain immune from disclosure.

For instance, in Docket No. MC78-1 we were compelled, with

some reluctance, to invoke the aelay provision of S 3624(c)(2)

of the Act. As I noted earlier, that subsection permits the Commission

to extend the 10-month statutory deadline for deciding rate cases

if the Postal Service has unreasonably delayed in responding to

lawful orders of the Commission. I agree with the position taken

by Vice Chairman Duffy in his concurring opinion, in which he

stated: *(T]hat an extension of the 10-month deadline should

be imposed only under the strictest circumstances.* However,

the Postal Service had, in fact, unreasonably delayed filing

responses to a number of lawful orders of the Presiding Officer

in that proceeding, and, the Commission's order extending the

10-month deadline subsequently was upheld by the U.S. District
1/

Court.

We also encountered problems in obtaining information

from the Postal Service in the EzCOM case, Docket No. MC78-3.

Those problems entailed late filings by the Postal Service

which delayed the proceedings, as well as instances in which

the Service failed to produce certain documents. requested by the

parties and the Commission.

For example, the Postal Service made a major revision to

l/ Parcel Shippers Association v. Postal Rate Commission, D.D.C.
Civil Action No. 79-1932, September 11, 1979, appeal docketed,
D.C. Cir. No. 79-2307, November 15, 1979.
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the testimony of one of its two witnesses four months after it had

initially been filed. This necessitated a substantial adjustment

of the schedule in the proceeding. Subsequently, the Service made

four sets of revisions to the same testimony causing further delays

in the proceedings.

The hearings were also delayed by the failure of one of the

Service's witnesses to respond, in full, to interrogatory requests.

In particular certain information requested was not provided until

after the Presiding Officer had issued an order terminating the

cross-examination of the witness. When the information was

finally provided, it contradicted that witness's previous testimony,

requiring his recall for several more days of hearings.

Additionally, the Postal Service refused to produce a number

of documents for in camera inspection relating to an important

issue in the proceeding--the Postal Service's decision to contract

with Western Union on a sole-source basis.

Some of these problems could be alleviated through legislation

that would permit the Commission to specify data collection

efforts to assure that if the information we require for making

decisions in accordance with the statute is available to the Postal

Service, it will also be provided to the Commission and made part

of the record.

The Court of Appeals, in 1AGCP III, expressly approved our

data collection efforts. In discussing our method of assigning

costs on the basis of a service-related cost methodology it

stated:

The rough categorization of service
priorities into preferential and non-
preferential was a reasonable first
approximation in tracing the costs
of providing the various levels of
service. That this dichotomy may not
suffice in future proceedings is high-
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lighted by the PRC's exhortation to USPS
to develop data and methodologies that
will reflect more accurately the hierarchy
of service priorities. /

I believe that this statement is a recognition, by the courts,

of the responsibilities of the Rate Commission. Part of this

responsibility is the collection of pertinent data.

I use the word "pertinent", Mr. Chairman, to emphasize that

the Rate Commission requests only the data necessary to carry out

its statutory mandate. I stated in my concurring opinion in

Docket No. MC78-i, in which we rejected the Postal Service's

proposal due to the lack of pertinent data, that we want to work

in harmony with the Postal Service. With respect to the particular

issues at hand, I stated:

(lit is our duty to encourage the Postal
Service's efforts to remain competitive
in the parcel delivery market. We urge
the Service to continue the development
of competitive rate and service proposals
based upon sound and complete cost and
volume data, for this Commission to
consider. Through the development of a
competitive cost based rate structure
the Service could, again, become a
forceful competitor in parcel delivery.

In other words, all our efforts--including data collection--are

designed to improve postal services. Nonetheless, because of the

difficulties we have encountered in this area I believe that

appropriate clarifying legislation would greatly improve the

efficiency of our operations.

Our authority to obtain necessary data would also be

enhanced by the addition of a specific provision in the Act

authorizing the Commission to issue subpoenas to compel the

production of necessary evidence. While I would hope this power

N National Association of Greeting Card Publishers v. U.S. Postal
Service, 607 F.2d 392, 411 (D.C. Cir. 1979).
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would not have to be exercised, there have been occasions in

the past--such as the cases that I just mentioned--nn which the

Postal Service has not provided evidence we considered necessary

to our decision-making process. Most regulatory agencies have

the statutory authority to issue such subpoenas.

K. Self-Representation

Another potential legislatiVe change which would assist the

Rate Commission in carrying out its functions would be to

provide, explicitly, the opportunity for self-representation by

the Commission in court proceedings. Under the present law the

Justice Department is assigned to represent both the Commission

and the Postal Service. This has resulted in conflicts, in the

past, when our views on specific issues have differed from those

of the Postal Service.

For example, in one case there was a question concerning our

statutory authority to regulate Postal Service actions that would

increase postal rates for certain special services. The conflict

thus involved a significant legal question concerning the scope of

the Commission's jurisdiction, rather than an-administrative issue

capable of informal resolution within the Executive Branch.

j/ See attached.

2_/ Associated Third Class Mail Users v. U.S. Postal Service,
405 F. Supp. 1109 (D.D.C. 1975).
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In that cases the Justice Department decided to represent the

Postal Service yet declined to permit the Rate Commission to

represent itself, despite a statutory provision [39 U.S.C. S 409(d)]

which would have permitted it to do so. It attached to one of

its pleadings--but did not endorse--a memorandum setting forth

the views of the Rate Commission, but the Commission was not

represented in oral argument. Nonetheless the court agreed

with the Commission.

I believe that the Rate Commission should be able to employ

its own attorneys in cases where Postal Service and Postal Rate

Commission interests diverge to ensure that both agencies are

fully represented. The capability of our attorneys to handle

court litigation was demonstrated most recently in a case in

which the Justice Department permitted both the Postal Service

and the Rate Commission to represent themselves. Again in that

proceeding, I might add, our position was accepted by the court.

V. Conclusion

I believe that all of the legislative changes that I have

suggested would improve the regulation of postal operations by

increasing the independence of the Rate Commission. In creating

the Rate Commission, Congress anticipated that we would have the

expertise to conduct effective oversight of some of the most

significant functions of the Postal Service. Many of the measures

k Parcel Shippers Association v. Postal Rate Commission, D.D.C.
civil Action No. 7-9-1932, September 11, 1979.



393

- 41 -

proposed in the bill would not be a mere reallocation

of functions but would disrupt the entire regulatory scheme

created by Congress and recognized and supported by the courts.

I think the time has come to make the necessary legislative

changes that will reflect the expertise which the Commission has

developed as well as the amount of responsibility which it has

accepted over the past ten years. The degree of expertise

that we have developed is exemplified by the series of rate

cases. In those cases, the courts indicated their support

for adoption, by the Rate Cotamission, of costing methodologies that

will maximize cost tracing. In particular, they approved our

methods of using reasonable inferences of causation for attributing

and assigning costs as far as possible. This methodology includes

attributing costs on the basis of volume variability and,

as I noted earlier, assigning costs on a service-related cost

basis. One of the benefits of maximizing cost tracing is

that it prevents cross-subsidization among the various classes

of mail. In both INAGCP I and 14AGCP III the courts referred

to the necessity for extended attribution, and we are prepared

to move further in that direction.

Mr. Chairman, that concludes my prepared statement. Again

please note I have attached hereto suggested language for the

legislative changes that I have proposed. I will be happy to

answer any questions you may wish to ask.
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NOTICE AND COMMENT PROCEDURES FOR CLASSIFICATION CASES

S 3624. Recommended Decisions of Commission

(a) The Postal Rate Commission shall promptly consider

a request made under section 3622 or 3623 of this title, except

that the Commission shall not recommend a decision until the

opportunity for a hearing on the record under sections 556 and

557 of title 5 has been accorded to the Postal Service, users of

the mails, and an officer of the Commission who shall be required

to represent the interests of the general public. In any case

arising under section 3623, the Commission may, upon finding that

such action is required by the need for expedition and may be

taken without infringement upon the procedural rights of the

parties, ordee that the proceedings be had in whole or in part

under section 553 of title 5.

INDEPENDENT BUDGET ARRANGEMENTS

SEC. * Section 3604(d) of title 39, United States

Code, is amended to read:

-The provisions of the Budget and Accounting Act, 1921,

relating to the preparation and-presentation of budgets, and

the provisions of any other Federal law relating to the

preparation and presentation of budgets, shall apply 
to the

Commission."
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FINALITY OF DECISIONS

SEC. __ .. (a) Section 3622(a) of title 39, United

States Code, is amended by deleting the words submit a recom-

mended' and substituting therefor the word Orender."

(b) Section 3622(b) of title 39, United States Code, is

amended by deleting the word arecommended.n

(c) Section 3623(a) of title 39, United States Code, is

deleted.

(d) Section 3623(b) of title 39, United States Code, is

redesignated as S 3623(a), and is amended by deleting the words

nsubmitm and "submit to the Governors" and replacing them in each

case with the word rendern and by deleting the word "recommended."

(e) Section 3623(c) of title 39, United States Code, is

redesignated as S 3623(b) and is amended by deleting the word

"recommended."

(f) Section 3623(d) of title 39, United States Code, is

redesignated as 5 3623(c).

(g) Section 3624 of title 39, United States Code, is

amended by deleting the word "recommended" wherever it occurs and

by deleting the word "recommend" in subsection (a) thereof and

substituting therefor the word "render."

(h) Section 3625 of title 39, United States Code, is

amended in its entirety to read:

OS 3625. Effect of Commission decision

"A decision of the Postal Rate Commission rendered under

S 3624 shall be final and shall be reviewable in accordance

with the provisions of 5 3628 of this title."

66-919 0 - 80 - 26
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0) Section 3628 of title 39, United States Code, is

amended to read as follows:

05 3628. Appellate review

"A decision of the Postal Rate Commission rendered under

S 3624 may be appealed to any court of appeals of the United

States within 30 days of its issuance by the Commission, by an

aggrieved party who appoared in the proceedings under S 3624(a)

of this title. The court shall review the decision, in accordance

with section 706 of title 5, and chapter 158 and section 2112 of

title 28, except as otherwise provided in this section, on the

basis of the record before the Commission. The court may-affirm

the decision or order that the entire matter be returned to the

Commission for reconsideration, but the court may not modify

the decision. The court shall, make the matter a preferred cause

and shall expedite judgment in every way. No court shall have

jurisdiction to review a decision made by the Commission under

this chapter except as provided in this section.

(j) Section 3-641(a) of title 39, United States Code, is

amended by deleting the word Orecommended.n

(k) Section 3641(d) of title 39, United States Code, is

amended to read:

'Upon the transmission of a decision by the Commission

under 5 3624(d) of this title, the Postal Service shall within

15 days terminate any temporary change in rates of postage or

in fees for postal services made under this section and place

into effect the changes in rates or fees contained in such

decis ion.'
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(1) Section 3641(e) of title 39, United States Code,

is amended to read

'If the Postal Rate Commission does not transmit to the

Governors within 90 days after the Postal Service has submitted

a request for a decision on a change in the mail classification

schedule, the Postal Service, upon 10 days' notice in the

Federal Register, may place into effect temporary changes in

the mail classification schedule in accordance with proposed

changes under consideration by the Commission. Upon the trans-

mission of a decision by the Commission under S 3624(d) of this

title, the Postal Service shall within 15 days terminate any

temporary change in the mail classification schedule made under

this section and place into effect the changes in the mail

classification schedule contained in such decision."

(m) The third sentence of S 3662 of title 39, United States

Code, is amended to read:

NIf the Commission, in a matter covered by subchapter II

of this chapte-r, determines the complaint to be justified, it

shall, after proceedings in conformity with section 3624 of this

title, issue a decision which shall have effect as provided in

section 3625 of this title and be subject to review in accordance

with the provisions of section 3628 of this title."
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INFORKATION-GATHERIING AUTHORITY

SEC. .. (a) Chapter 4 of title 39, United States

Code, is amended by adding at the end thereof the following new

section: 05 413. Reporting requirements

"(a) The Postal Service shall keep the Postal Rate

Commission fully and currently informed with respect to the opera-

tion of the Postal Service. The Postal Service shall furnish to

the Commission information with respect to--

0( 1 ) internal Postal Service management matters;

0(2) plans and policies of the Postal Service with respect

to proposed changes in the nature of postal services and proposed

new mail classifications intended to be submitted pursuant to

S 3623(b) of this title; and

"(3) evaluations undertaken by or at the direction of the

Postal Service with respect to the operati of the Postal Service.

*(b) The Postal Service shall furnish to the Postal Rate

Commission any information which the Commission considers necessary

or appropriate for the effective evaluation of the operation of

the Postal Service.

"(c) The provisions of S 410(c) of this chapter shall not

excuse the Postal Service from furnishing to the Commission any

information referred to in this sections Provided, however, that

upon a written finding by the Postmaster General that such informa-

tion would otherwise be within the scope of S 410(c) and that the

best interests of the Postal Service imperatively require that it

be treated as confidential, such information, when supplied to the

Commission, shall remain subject to the provisions of S 410(c) as

against any third party."

(b) The table of sections for chapter 4 of title 39,

United States Code, is amended by adding at the end thereof the

following new item:

"413. Reporting requirements."
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SEC.- (a) Subchapter I of chapter 36 of title 39,

United States Code, is amended by adding at the end thereof the

followingg new section:

"S 3605. Review and hearings

"(a) The Postal Rate Commission shall have the authority

to initiate reviews and hearings with respect to the activities of

the Board of Governors and the Postal Service under this chapter.

"(b) Any hearing initiated by the Postal Rate Commission

under this section shall be in accordance with section 3624(a)

of this title.

"(c)(1) The Postal Rate Commission may issue subpenas,

signed by the Chairman of the Commission, to compel the production

of evidence and the testimony of witnesses with respect to any

hearing held by the Commission under this chapter.

"(2) Any appropriate district court of the United States

may, upon petition by the Commission, in case of refusal to obey

a subpena of the Commission issued under this subsection, issue

an order requiring compliance with such subpena. Any failure to

obey such order may be punished by such district court as a con-

tempt thereof."

(b) The table of sections for subchapter I of chapter 36

of title 39, United States Code, is amended by adding at the

end thereof the following new item:

"3605. Review and hearings."

SELF-REPRESENTATIO11

SEC._ _ Section 409(d) of title 39 is amended

(I) by striking out the words "with the prior consent of the

Attorney General," and (2) by adding at the end thereof the

following new sentence: "The Postal Rate Commission shall

have the right to be a party to litigation involving proceedings

under section 404(b) and subchapter I, II, IV or V of Chapter

36 of this title and may employ attorneys by contract or other-

wise to conduct such litigation."
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POSTAL RATE COMMISSION
Washington, D.C. 20268

A. L" FdtcN
KJune 20, 1980

The Honorable John H. Glenn
Chairman, Subcommittee on Energy,

Nuclear Proliferation and Federal Services
United States Senate
Washington, D.C. 20510

Dear Senator Glenn:

The following are my responses to the questions

which you forwarded with your letter of May 15, 1980. As I

noted in my letter of May 20, 1980, I circulated these

questions to the other Commissioners. Commissioner DuPont

endorses the responses in this letter. Commissioner Bright

has enclosed A separate letter endorsing my responses while

amplifying on questions 2 and 12. Vice-Chairman Duffy and

Commissioner O'Doherty will be sending their responses under

separate cover.

Question One

On page 2 of your statement you refer to "effective
regulation of postal operations." You go on to propose
a number of measures which would permit the Commission
to extract information from the Postal Service, as
Necessary or appropriate for the effective evaluation
of the operation of the Postal Service."

How far would you have the Commission go,
beyond its current duties to review rates,
and rate framework and eligibility?

What aspects of postal operations do you
wish to evaluate or regulate?

Will your Commission be able to effect
regulation of postal operations through
reviews, hearings and decisions under
Chapter 36? Do you believe that your
proposal would authorize the issuance by
the Rate Commission of management
directives to the Postal Service?
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To what extent would your proposals for
"information gathering authority duplicate
or supplant Congressional oversight? Have
you found Congressional oversight to be
inadequate?

At the outset, I should note that our proposed S 413 is

designed to elicit only that information which ia necessary

to conduct effective regulatory review and must be read

in the context of our functions in that regard. In other

words, the proposed revision is not intended to expand our

functions but rather to enhance our ability to perform our

current responsibilities.

With respect to the narrow issue raised under question one,

on the authority of the Rate Commission to issue management

directives to the Postal Service, I believe my proposed legislative

changes may have been misinterpreted. The language in these

proposed revisions does not purport to authorize the Rate

Commission to conduct oversight of Postal Service management.

We are fully cognizant that oversight of Postal Service

management is the responsibility of the Board of Governors,

and that general oversight of the Postal Service is the

express responsibility of Congress.

However, there may be some overlap in the sense that we could

at times require information on subjects that are termed internal

management affairs in order to perform our regulatory functions

adequately. For example, in our recent E-COM decision, information

related to the issue of contractor selection w;3 extremely relevant

to one of the major considerations of the case--the impact
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upon competition. Although a management decision in the

sense that the Commission does not review the award of

contracts by the Service, the contractor selection issue was

of great importance in deciding the issues falling under

our jurisdiction.

The topic of Congressional oversight is raised under

part four of question one, in terms of whether our proposed

information-gathering authority would supplant Congressional

authority, and in terms of my opinion as to whether Congressional

oversight has been inadequate. The answer to both questions

is no, and I did not mean to intimate, in either my written

or oral testimony, anything to the contrary.

There is a question of reduced Congressional oversight

because of the possibility of a reduced Postal Service subsidy.

However, this issue is unrelated to the Rate Commission's

Congressionally delegated tasks or to suggested legislative

changes, such as the one referred to above, which are designed

to improve our ability to perform those tasks. As I indicated

in my testimony, the Rate Commission was created with the

expectation that it would develop expertise in the highly

technical areas of ratemaking to insure effective regulation

of those postal matters that we are required to regulate.
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The Commission does not, therefore, intend to supplant

Congressional oversight, nor does it find that oversight to be

inadequate. Our aim is simply to enhance our ability to carry

out our responsibilities and hopefully, in the process,

to aid Congress in the performance of its tasks.

Question Two

You have proposed requiring the Postal Service supply
the Commission with extensive information, including
*any information which the Commission considers
necessary or appropriate for the effective evaluation
of the operation of the Postal Service." What
standards would you have a court apply in judging
Commission directives to the Postal Service concerning
the gathering and provision of information? Would
this section enable the Commission to obtain informa-
tion from USPS which it might be unable to obtain by
subpoena?

The first component of this question relates to the standards

that would be applied by a court reviewing a Commission directive

for information under our proposed legislative changes. Our

proposed S 413 as well as S 3605 on information-gathering

authority must be read in the context of our statutory

responsibilities. Section 413 is not intended to give us

authority to operate as a second inspection service, but

is only a device to elicit information that is relevant

and necessary to conduct effective regulatory oversight.

I assume it is that standard i.e., whether the information

is relevant and necessary to regulatory review, that would

be the judicial standard of review in these types of actions.
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The second component of'question two addresses the

relationship between two of our proposed changes. In particular,

it asks whether the requirement in our proposed S 413,

that the Service provide information "necessary or appropriate

for the effective evaluation of the operation of the Postal

Service,' will enable us to obtain information that we cannot

obtain by virtue of the subpoena power which we proposed

under S 3605.

The pertinent portion of S 3603 reads as follows:

The Postal Rate Commission may issue
subpenas, signed by the Chairman of the
Commission, to compel the production of
evidence and the testimony of witnesses
with respect to any hearing held by the
Commission under this chapter.

The term "hearing" encompasses the authority, outlined in the

proposed S 3605(a), to review activities of the Postal Service

in conjunction with any hearings conducted pursuant to S 3624.

It therefore may appear that the proposed sections overlap,

or are duplicative. However, the critical distinction

is that S 3605 authorizes the Commission to issue subpoenas

only with respect to witnesses' testimony and the production

of evidence.

In designating regulatory functions to the Postal Rate

Commission, Congress recognized the need to scrutinize proposals

of the Postal Service, which has an economic monopoly, protected

by law, over the letter mail market. In reviewing Postal Service

proposals, the Rate Commission conducts standard public utility
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type regulation. This form of regulation is proper and necessary

even in today's environment which emphasizes deregulation.

The authority to require necessary data is not unique.

Most state public utility regulatory agencies and many federal

agencies such as CAB, FCC, FERC, ICC and SEC have the authority

to require data and information deemed essential to the effective

conduct of proceedings, using the subpoena as their procedural

vehicle.

Again I emphasize that our proposed legislative measures must

be read in the context of our regulatory functions. While each

concerns a different aspect of those functions, they are all designed

to aid in the performance of our responsibilities.

Question Three

You also propose providing the Commission with access
to plans for mail classification proposals. At what
stage of development would the Postal Service be
required to report such plans to the Commission?
Given Commission access to classification planning,
how much time will be cut from your proceedings?
Would you recommend that we change the Service's
90-day wait for temporary implementation authority
to 60 or 30 days? Would your proposal prevent
enforced, advanced disclosures of plans for rate
increase proposals?

Our draft language is intended to foster a cooperative

relationship with the Postal Service. By obtaining data at

an early stage of the development of proposals for classification

changes, the Commission will be better able to understand

the nature of the Postal Service's request once it comes

before the Commission, and therefore will be able to develop

a more complete record. Our objective is not to interfere
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with the internal planning and development of Postal Service

management but to facilitate the review process once a formal

proposal is presented to the PRC. As information regarding new

proposals becomes available we would hope the Service would

provide appropriate data as a means of facilitating full

cooperation.

The same type of reasoning is applicable to the second

part of question three which asks the amount of time that will

be saved by this suggested legislative provision. When I

appeared before your subcommittee I stated that I did not feel

that our classification proceedings were unduly lengthy. In my

written testimony I referred to the necessity of developing a full

and complete record and cited specific examples of problems that

we have encountered in obtaining relevant data from the Postal

Service. The proposed revision is one measure which would alleviate

some of these problems by obtaining necessary data at an early

stage, so that the Commission and the parties will be better informed.

In this sense, the provision is not intended as a time-saving

device only, but is designed also to aid in the development of a

complete record which, in turn, will enable us to issue recommended

decisions which are more finely keyed to the statutory criteria

outlined in S 3623.

I would not recommend, as suggested in the third part

of question three, that the 90-day waiting period for temporary

implementation authority be reduced. I believe that since the
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first opportunity for parties to present their views is at

the beginning of the proceedings, the waiting period is

necessary to give the Postal Service an opportunity to evaluate

initial public reaction and determine whether temporary

implementation is in the public interest.

Question Four

On page 19 of your testimony you state that the
classification cases which you hear involve a
host of legal and technical issues and that you do
not see the point in singling out c-ompetition
as the determining factor in such proceedings.
On what basis other than competition do you
normally get opposition from members of the
public or from other interested parties with
respect to a mail classification proposal?

This question refers to the portion of my testimony in

which I objected to the procedures in the bill which could

limit regulatory review in classification cases solely on the

basis of a negative finding, by the Commission, on the impact

of the proposed changes on competition. The question asks

for a clarification of this objection and for a list of

other issues that are relevant in a mail classification case.

At the outset I would like to point out that S 3623(c) lists

six factors that we are mandated to consider in rendering a decision

on classification cases. In addition, the Commission, in reviewing

classification cases, often must refer to one or more of the factors

listed in S 3622 on rate changes in determining whether or not the

rates accompanying the classification change comply with the Act.
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Specifically, we must insure that such rates are in

compliance with S 3622(b)(3) which, in general terms, requires

that the rates accurately reflect costs and that there is no

cross-subsidization. The simplicity of the rate structure

under S 3622(b)(7) also is often a factor that we have to

consider. In addition, it is sometimes necessary to refer

to S 3622(b)(4) which is the rate-setting criteria related to

competition and which requires the Commission to examine the

effect of rate increases on the general public.

With respect to the criteria in S 3623, the issues that

we must address include: the needs of the mailers, the maintenance

of efficient postal operations, and the ease with which the

proposed classification change can be administered by the

Postal Service.

In summary, my reference to the "host of legal and technical

issues' which could be raised in a classification proceeding

was in large measure a reference to the factors which Congress

expressly mandated the Commission to consider in making

decisions on these types of cases. I believe that these factors

enable the Commission to better serve the public then by

limiting our review simply to the issue of competition.

The following chart lists three recent classification cases

and some of the major issues that were raised during the proceedings.
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Classification Cases

Red-Tag Proceeding, 1979,
Docket No. MC79-3

Issues

Cross-Subsidization
Undue Discrimination
Lack of Appropriate

Cost Data
Market Impact
Public Policy Issues

the Dissemination
Concerning
of Information

Third-Class Carrier
Route Presort Proposal,
1978, Docket No. MC78-2

Parcel Post Proposal,
1978, Docket No. MC78-1

Cost Behavior
Lack of Appropriate Cost Data
Market Impact
Undue Discrimination
Cross-Subsidization

Appropriate Cost Data
Costing Principles
Undue Discrimination
Cost Behavior
Cross-Subsidization

Question Five

On-page 15 you object to a proposal which would bar
administrative or operational instructions or procedures
from the mail classification schedule. Isn't it possible
for the Commission to refer to functions for definitional
purposes without prescribing instructions or procedures?
Do you wish to have the Commission prescribe such matters
in the classification schedule?

It appears from this question that there has been a

misunderstanding with respect to my objection to the proposal

in the bill which would bar administrative or operational

procedures in the mail classification schedule. The question

asks if the Commission could refer to such procedures for

definitional purposes rather than prescribing instructions

or procedures.
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On page 15 of my testimony I stated that operational and

administrative matters often have to be referenced in the DMCS

*at least to the extent that they identify legitimate classi-

fication distinctions.0 I objected to this portion of the

bill because I believed it could be construed to limit the

Commission in this regard.V
In a situation where there was disagreement as to the

Commission's jurisdiction in this area, we referred to page

31 of the Basic Mail Classificatior Reform Schedule--Proper

Scope and Extent of Schedule, Docket No. MC76-5 where we

stated:

[I(n order to warrant inclusion in
the EDMCS, a provision should bear
significantly on the rate, classification,
or other regulatory responsibility of the
Postal Rate Commission as set forth in
chapter 36 of title 39.

The specific issue was whether changes in the presort quantities

resulting from proposed mail preparation requirements were

the proper subject of a classification proceeding under

39 U.S.C. S 3623 rather than a unilateral rulemaking by the

Postal Service.

We concluded that the alteration "would 'significantly change'

the affected category", and focused, by way of example, on the

impact on second-class mail. In particular, we stated that

1/ Comments of the Postal Rate Commission on Notice of
Proposed Rulemaking (August 15, 1979).
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the effect of the changes "would be the shifting of an indefinite

number of pieces from one distinct rate category to another."

We went on to note the cost and volume variables related

to the mail preparation requirements of second-class mail

that we dealt with in Docket No. R77-1. We concluded that:

We see no reason to suppose that the
cost and volume variables relating to
a change in the presort requirements are
of any less significance now than when we
were deciding Docket No. R77-1.

We stated, in summation:

There is no question here that the
Service is proposing to alter a
requirement 'relevant to the make-up
of a mail classification' under the
standards established in the Scope
and Extent decision. The connect on is
not merely theoretical, but was specifically
found to exist in the rate proceeding which
created the presort discount structure for
second-class which the proposed rule would
alter.

In other words, when operational or administrative procedures

are of such significance that they have an impact on classification

and rate matters, it is our view that the Commission must consider

such procedures to carry out its regulatory responsibilities.

Question Six

On pages 19-20 you discuss the scope and meaning
of the Commission's authority to initiate mail
classification proceedings. You state that a
"District Court affirmed our authority to
initiate such actions and to review any rate
adjustments that accompany them." Did the
Court rule that the Commission could actually
recommend attendant rates to the Governors?
If so, what effective limitations remain on
the Commission's ability to initiate rate
change proceedings?

66-91-9 0 - 80 - 27
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The case I was referring to in my testimony was

Dow Jones & Co., Inc. v. Postal Rate Commission, 471 F.Supp.

455 (D.D.C. 1979). In that case, the court had an even

more expansive view of our authority than I indicated in

my testimony. It not only said that we have the authority

to review rates in classification proceedings, but refused

to find, as the plaintiff had asked, that we could not recommend

appropriate rate changes. In particular, the court stated:

Thus, the Court could not enjoin the
PRC from considering, in any shape or
form, cost or rate issues in the upcoming
proceeding. Such leaves open solely the
possibility of an injunction prohibiting
the PRC from recommending to the Governors
the promulgat on of a rate change. This the
Court will not do. [471 F.Supp. at 456]

The District Court also referred to the Court of Appeals decision

in NAGCP III, decided less than a week before the Dow Jones

case, where the court referred to the same classification

proceeding which was in issue in Dow Jones. In NAGCP III

the court also said that the Commission had not acted

"arbitrarily" in deciding to explore rate and classification

issues relating to red-tag service in a classification

proceeding.

In both cases the courts stated that rate and classification

issues often are intertwined. In addition, in addressing the
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same topic in a different context, I referred, at pages 16

and 17 of my testimony, to the case of National Retired

Teacher's Association v. U.S. Postal Service, 430 F.Supp 141,

146 (D.D.C. 1971) where the court stated that Nmail classification

is a 'grouping' of mail matter for the purpose of assigning

it a specific rate or method of handling.' While we therefore

are not in a position to initiate rate proceedings, there

are occasions where we must, of necessity, recommend rates

in the course of a recommendation on a classification change.

Question Seven

On the subject of experiments, you propose that Nnotice-
and-comment" rulemaking be permitted only where such
actions "may be taken without infringement upon the
procedural rights of the parties . . . ." Since section
3624 already requires an opportunity for on-the-record
hearings--and this would not be altered by your proposal--
would you ever be able to utilize notice-and-comment
rulemaking if even a single party desired more formal
and complex procedures? Doesn't the statute already
provide for relatively informal resolution with the
consent of all parties?

This question focuses on that portion of our legislative proposal

which states that the notice and comment procedure would only

be used when-it would not infringe on the procedural rights

of any party. The question suggests that since S 3624 requires

an opportunity for on-the-record hearings and since that

requirement is not changed under the Commission's proposal, the

potential use of the notice and comment procedure would be
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minimal since a request by even one party for a formal trial-

type hearing would nullify the opportunity for the Commission

to employ the notice and comment procedure.

This interpretation of our legislative proposal is not

entirely correct. The proposal qualifies the requirement

in S 3624 of providing an opportunity for a hearing on the

record, by permitting the Commission to use the notice and

comment procedure in lieu of a trial-type hearing, on the

condition that the Commission makes a finding that it will

not prejudice the procedural rights of a party and that the

need for expedition requires these shortened procedures.

In other words, even if a party were to request a

hearing, the Commission could deny that request if it found

that the party did not raise issues which would warrant

a hearing, and if it found, additionally, that the party

would not be prejudiced by the notice and comment procedure.

It appears from this portion of question seven as well as

from the last component of this question that my comments

on your proposed changes regarding mail classifications, in

general, have been confused with my comments on the procedures

for experimental mail classifications, in particular.

The last component of question seven asks whether the

Act currently provides for informal resolution of a case

with the consent of all the parties, implying that our proposed
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procedures may be superfluous. The bill's amendments to

5 3623(c)(1) were an attempt to provide for expedition in

classification cases by requiring the opportunity for a

public hearing only if requested by a party. In commenting

on that s-c-oin, referred to the present S 3624(b)(5)

which permits some amount of expedition in that it authorizes

the Commission to conduct the entire proceedings off the

record with the consent of all the parties. I also objected

to the bill's changes to S 3623(c)(1) on the grounds that

they were inconsistent with the existing S 3624, which the bill

'left intact and which, as I noted above, presently mandates

the opportunity for a hearing on the record.

I believe that the requirements of S 3624 should remain

intact unless the Commission finds that classification cases

can be reviewed under the notice and comment procedure. Such a

findiA would forestall institution of the mechanisms outlined

under the present S 3624(a), including a possibly latent agreement

by the parties to conduct the proceedings off the record, and would

therefore expedite the process.

I also stated, at page 27 of my written testimony, chat

in our legislative proposal, the finding the Coifmission

would have to make on whether to hold hearings is aimed

at effective and efficient regulation and is unlike the one
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proposed in the bill's amendments to S 3623 of the bill,

which requires the Commission to make a finding sua sponte

on a complex legal issue. Under our legislative proposal,

the Commission would use the expertise we have developed

to make the required finding. In this vein, if it were found

'hat some issues required a trial-type hearing, we would

conduct hearings for those issues while considering other

issues deemed appropriate for the notice and comment procedure.

In summary, our proposal would, as I stated at page 26 of

the testimony, "allow experiments [as well as other appropriate

classification cases] to be implemented quickly, while at

the same time preserving an opportunity for public comment

and for an appropriate amount of independent review by the

Commission."

Question Eight

Your statement reflects some concern that revenues from
experimental rates might be used to subsidize other mail
classes. Do you consider it realistic to suppose that the
Postal Service would start up an experiment, and gain
public acceptance of it, at rates so high that profits
could be used to fund losses in other services or classes?

This question refers to my concern that experimental

rates could result in cross-subsidization of or by other

mail classes. It appears, however, that the question is

based on an incorrect interpretation of the type of cross-

subsidization that I thought might occur. I was not concerned

that experimental rates would be set at such high levels



417

- 18 -

that they would contribute to the cost coverage of other

classes or services. To the contrary, I felt that the Postal

Service might use promotional rates or set rates for experiments

that were so low that they would gain public acceptance

but would require revenues from other classes to actually

fund the service. This kind of result would violate the

statute and could provide the Service with unfair competitive

advantages. Consequently, I felt that independent review

of these cases by the Commission would be necessary to ensure

that experiments are priced high enough to cover the costs

of the service over an appropriate period of time.

Question Nine

On page 27 you indicate that the Commission at the
present time is considering rulemaking proceedings
to streamline experimental classification requests.
When do you expect these rules to be promulgated
and what kind of improvement can we expect in
terms of the amount of time it takes the Commission
to consider whether an experimental proposal by
the Postal Service has been properly formulated?

In answer to the first part of question nine, we are

presently formulating rules to streamline experimental classification

proposals. We expect to notice these rules for public comment

in approximately two weeks.

With respect to the second portion of this question, which

asks the amount of time that these rules would save the

Commission in determining whether a Postal Service experimental

proposal is properly formulated, I would like to note,
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initially, that our responsibilities extend beyond consideration

of whether the proposal is properly formulated. While one

of the main purposes of these rules is to expedite experimental

proposals we are also constrained, by the statute, as to the

measures we can use in accomplishing this purpose. In our

rules we propose to develop issue-limiting procedures so that

we can identify those issues which require a trial-type

hearing and those which do not. In this sense, the amount of

time that would be saved under the proposed rules would

vary depending on the nature of the experiment. Other measures

in our proposed rules that would expedite these proceedings,

but which go beyond a mere assessment of the formulation of

the proposal, include a rule that the nonavailability of

data required under our rule 64 could not be used as an

argument against approval of the experiment except in extra-

ordinary cases, and a procedural deadline for the case.

Question Ten

You say that S. 2558 contains measures which it appears
would reduce your responsibilities. We have received
testimony from mail users, some of whom indicated they
were opposed to parts of the bill because they expanded
the Commission's responsibilities. It is not the intent
of this bill to either expand or contract your jurisdiction,
but rather to provide expedited procedures for making
decisions wherever- possible. Don't you feel that is a
worthwhile goal to try to achieve with legislation?

I wholeheartedly agree that the provision of expedited

procedures for making decisions, wherever possible, is a worthwhile
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goal of legislation. I would also refer you to page two

of my testimony where I stated that I would offer suggestions

that are aimed toward achieving wthe ultimate goal of maximizing

the efficiency of (the regulatory) process."

I am thus in complete agreement that expedition is a

worthwhile goal and would venture further to say that it

is integral to the regulatory process, i.e., the development

of policies, procedures, and the like should be made with a

view toward adopting expeditious resolutions.

However, question ten also references my objections to

certain portions of the bill on the grounds that they would

reduce the Commission's responsibilities. I would like to

reconcile that objection with my affirmative answer to the

specific question cited above.

My objections to the major revisions in the bill were

based in large part on the fact that they either eliminated

or reduced the amount of public participation in the review

process. As a consequence, our ability to conduct effective

regulation would be sharply curtailed because of the lack of

public and user input.

For example, I objected to the bill's revisions to

5 3623 regarding the procedures for review of mail classification
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actions because, as I noted above, they required the Commission to

make a finding, sua sponte, on whether the proposal had a significant

impact on competition. A negative finding on this issue would

remove the case from the Commission's jurisdiction, without any

public participation on this or other issues. Additionally the

bill provided that, in the event of a negative finding by

the Commission, the Governors could instruct the Postal

Service to adopt a final rule under S 553 of title 5. While

there would thus be some degree of review which would

incorporate public comment, it would not be independent

review which, as I noted in the beginning of my testimony,

appeared to be of primary concern to Congress.

I also objected to the procedures for experiments under

the bill's revision to S 3623(e) and S 3624(d) because I felt

they would impede effective regulation. I noted, at page 25 of

the testimony, that while these procedures did not make any

reference to public participation in the process, the Commission

coula, oy virtue of other sections of the Act, offer the public

the opportunity to comment. I also noted, however, that this

seemed a rather circuitous and potentially time-consuming

procedure and thus would not foster expedition.

As explained in greater detail in my written testimony,

I believe that expedition can be achieved without sacrificing
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public participation or impartial review. The measures I

proposed are designed to incorporate all of these highly

important aspects of regulatory review.

Question Eleven

There have been suggestions made that since the Commission
has as its sole statutory obligation the regulation of the
Postal SeLwice that in fact there really is no need for
the Rate Commission to exist and that its functions can
be taken over by the Postal Service through use of an
administrative law judge. What is your view of such
a proposal?

In the first twelve pages of my testimony I clarified the

role of the Rate Commission by reference to the Act, several

court decisions, and the legislative history. In referring

to the statute, I stated at page four of my testimony that,

"[t~he perceived need by Congress for scrutinizing regulation

in these two areas is apparent from the specific guidelines

enumerated in SS 3622-23, under which we are to conduct

our proceedings." I see no basis for the proposal in question

eleven, given the above-cited portions of my testimony, and

the statement in question ten that "[i]t is not the intent

of this bill to either expand or contract [the Commission's)

jurisdiction but rather to provide expedited procedures ..

The specific defects of the proposal are apparent

upon consideration of the potential procedural and substantive

ramifications. Procedurally, the proposal would most likely

be more time-consuming than is presently the case. An
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administrative law judge at the Postal Service would be

required to hold the same trial-type hearings under SS 556-557

of title 5 that the Commission is required to conduct. However,

unlike the recommended decisions of the Rate Commission,

the administrative law judgd's initial decision would be

subject to exceptions on brief. The Governors would thus

be required to examine the record in order to address any

such exceptions. This undoubtedly would be more time-consuming

than current practices, where the Governors have rendered

a decision on a case as little as six days after receiving

the Commission's recommended decision.

But perhaps more important than the procedural time frame

of this proposal are the implications with respect to impartial

review. The Postal Service, in its recent Request for a

Recommended Decision on Changes in Rates of Postage and

Fees for Postal Services, has projected a revenue requirement

of almost 23 billion dollars for the test year. I believe that

an enterprise offering monopoly services, with operating

expenses that could approach that magnitude, should not

be permitted to escape detached review. As I noted above,

this independent oversight includes the opportunity for

public participation and, as I noted throughout my testimony,

review by a body of experts in the highly complex technical

and legal aspects of ratemaking. The need for this review
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is further highlighted by the possibility of a reduced postal

subsidy and the consequent possibility of reduced Congressional

oversight.

All of these factors lead me to the unequivocal conclusion

that implementation of the proposal would fly in the face

of effective and efficient government management and, as

a result, would be detrimental to the interests of the mailing

public.

Question Twelve

In your testimony you refer to [the] NAGCP III case which called
for further refinement in your method of assigning
costs to second-class mail and you state in addition
that you are presently reviewing that issue. When can
we expect additional progress by the Commission in
determining an appropriate assignment of costs not
only to second-class mail but to other classes as welt?

Although we cannot be certain, we hope and expect that

the record currently being developed in the ongoing rate case

will enable the Commission to make considerable additional

progress in determining appropriate attributions and assignments

of costs to all classes of mail. The Postal Service's filing

did contain some new studies on certain aspects of transportation,

rural carriers, city carriers, and mail processing cost behavior.

While I am noting the fact that documentation for these studies

has been placed on the record by the Postal Service, my remarks

should not be taken as endorsement or.approval of their work.
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The evaluation of the new studies will be undertaken by the

Commission after a full record has been developed.

The Postal Service has not yet provided in their current

rate case filing certain analyses requested by the Commission's

decision in recent rate or classification cases. Included

among these unanswered requests are the following:

o Study of piece/pound relationships in third-class mail

o Refinements to the service-related cost concept

introduced in Docket No. R77-1

o Additional data on the actual costs of the second-3
class presort categories

o Refinements of parcel-route variability analyses

o Impact of increased productivity and/or cost reduction

programs on the classes of mail, by functional element

and specific program

As you know, the Commission is not in a position to enter

on the record independently developed source data on postal

operations. We are, therefore, heavily dependent on the

Postal Service for record data. The Service provides us with

j/ PRC Op. No. MC78-2, November 28, 1979, p. 106.

2/ PRC Op. No. R77-1, May 12, 1978, Volume I, pp. 123-4 and
Appendix J, p. 252.

3 Ibid., Volume I, pp. 326, 353-5.

4 PRC Op. No. R77-1, May 12, 1978, Appendix J, pp. 85, 90-91.

5/ Ibid., Volume I, p. 58.
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this information in the context of rates and classification

cases and the Mail Classification Study Program (Docket

No. MC76-5).

On October 30, 1977, you requested a status report on

Docket No. MC76-5 and I asked Vice-Chairman Duffy, the Presiding

Officer in the case, to respond to that request. As he indicated

to you in his letter of November 9, 1979, we were very hopeful

that the Mail Classification Study Program would fill many of

the current-data gaps in the cost area. At the time of that letter

we expected the three most important study efforts,.i.e., the

Summary Mail Flow Data Set, the Current Cost Study, and the

Peak Load Study to be completed by the spring of this year.

This schedule would have allowed these studies to be included

in the record for the current rate case. As our Appendix

illustrates, our expectations, unfortunately, have not been
4

met, and the latest estimated completion date for these

studies is August, 1980. Frankly, given the extensive history

of chronic failures to meet estimated completion dates,

I/ In addition, during the course of the hearings on April 21, 1980,
Commissioner DuPont stated that the Commission would prepare a
report on the progress of the MC76-5 studies. We have compiled
a report describing the status and nature of these studies, as
well as their impact on our cases. This report is attached as
an appendix to this letter.
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we cannot say when the Postal Service will complete these

studies and submit them to the Commission and the parties

to the Mail Classification Study Program proceeding. It

does not appear that the results of these studies will be available

for consideration in the current rate case.

Question Thirteen

How do you envision the role of the Postal Service in
areas where it competes with private enterprise?

In answer to question thirteen, I refer you to two

Commission decisions--the Parcel Post Proposal, Docket No.

MC78-1 and, particularly, the concurring opinion of Commissioner

Bright and myself; and the Express Mail Metro Service Proposal,

Docket No. MC79-2.

In the separate opinion in MC78-l, I stated that it is

Nour duty to encourage the Postal Service's efforts to remain

competitive in the parcel delivery market." Thus, the first

step in defining the role of the Postal Service in areas

where it is permitted by law to compete with private enterprise

is recognizing that the Service must maintain a competitive

status in these areas if it is to continue to serve them.

While we rejected the Service's proposal in Docket No. MC78-l,

I also stated at page one of the separate opinion that:

Balancing the technical inadequacies
of the Service's proposal with our
commitment to foster competition in
the parcel delivery market made our
participation in the recommended decision
most difficult.
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I stated further, with respect to the declining volume of parcel

post, that one way to "revitalize the Postal Service in the

parcel market" would be to align rates more closely with costs.

But the need for accurate ratemaking is, of course, not

peculiar to parcel post and in fact is vital in considering

the role of the Postal Service in all markets where it

competes with private industry. The basic principle is that

if rates accurately reflect costs, then competition between

government entities and private industry will generally

be equitable.

We addressed this issue in the EMMS decision. In

particular we stated, at page 34:

The Postal Reorganization Act, however,
did not require the Service to cease
competing with the private sector;
rather, the Postal Service was merely
required not to unfairly compete with
the private sector.

We noted in that decision the requirements of S 3622(b)(4),

which I spoke of earlier. We stated that since S 3622(b)(4)

r luires the Commission to consider the public interest,

we are obliged to consider the national policy in favor of

competition, albeit not the antitrust laws in particular.

We concluded that the Postal Service had an obligation, in

addition to its obligation to abide by the service standards

of the Postal Reorganization Act, to comply with this national

policy.

We concluded that more data was needed with respect

to the potential anticompetitive effects of EMMS and we

66-919 0 - 80 - 28
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recommended it as an eAperiment, rather than as a permanent

classification change. However, we also stated that:

After thoroughly examining the record,
we find that by proposing EMMS, the Service
is-fulfilling its development responsibility,
and in doing so is apparently competing fairly
with the private sector. EMMS is not in-
herently anticompetitive as long as the rates
cover costs and are consistent with
S 3622(b)(3) of the Act.

Last week President Carter issued a memorandum encouraging

agencies to innovate in regulatory management and to develop regulatory

alternatives. The PRC E-COM decision was credited as one of the

leading examples of a regulatory action which improves regulation

by stimulating competition and removing regulatory barriers. The

White House statement said that:

The Postal Rate Commission rejected a Postal
Service recommendation to contract with a
single carrier to handle all electronic mail
services. Instead, the Commission accepted
a plan for private competing firms involved
in electronic transmission to send messages
from customers directly to specially equipped
post offices. This decentralized and competitive
approach would foster competition and provide
technically superior service at a lower rate.

In summary, Postal Service competition with private

enterprise is appropriate, so long as the necessary steps

are taken to insure that the competition is fair.

Question Fourteen

How has the Rate Commission budget and personnel grown
in the past nine years in relation to growth in the U.S.
Postal Service budget?

The Postal Service's budget has grown approximately three

times as fast as the Commission's over the last nine years.

Whereas our budget has increased by 35.6 percent, the Postal
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Service's has increased by 99.6 percent. Despite the rapid

growth in the Service's budget, which creates enormous

complexities for the ratemaking process, we have managed to

reduce our positions by 18.4 percent as compared with the

Service's reduction of 7.0 percent. The following chart

indicates the budget and personnel levels of the Rate Commission

and the Postal Service.

BUDGET, FY 72 AND FY 80

POSTAL RATE COMMISSION UNITED STATES POSTAL SERVICE

Positions Amount Positions Amount

1972 98 $2,500 706,400 $ 9,608,000

1980 80 3,390 657,081 19,175,000

increase or
(decrease) (18.4%) 35.6% (7.0%) 99.6%

Thank you for your interest in the workings of the

Postal Rate Commission. I hope I have answered these

questions to your satisfaction.

Sincerely,

Le rtchier
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STATUS REPORT ON THE
DOCKET NO. MC76-5 LONG-RANGE STUDY PROGRAM

INTRODUCTION

The purpose of this report is to provide a status

report on the Docket No. MC76-5 Long-Range Study Program.

After an introductory portion setting forth an overview

of the study program, the report discusses each study describing

the objectives and other highlights of the study.

The original projected completion date and the current status

of each study is included in most of these brief synopses.

Because this survey was instituted as a result of the

substantial delays that have incurred in completing the

study program, there is attached to the body of this memorandum

a detailed chronology of events focusing on delays.

BACKGROUND

Section 3623 of the Postal Reorganization Act (Act)

required the Postal Service to request the Commission to issue

a recommended decision on the establishment of a mail -lassifica-

tion schedule within two years of passage of the Act. In

January 1973, the Postal Service filed such a request and the

Commission instituted Docket No. MC73-1 to consider the Postal

Service's request. Approximately a year later in July 1974,

the Commission recognized that the development of a classifica-

tion schedule consonant with the statutory requirement of a

"fair and equitable classification system for all mail" would



431

-2-

require substantially more data than that available. This

data would have to be collected through a long-range study

program.

In order to avoid delay in recommending relatively minor

classification changes to the then operable classification

schedule, the Commission divided Docket No. MC73-1 into

three phases (PRC Order No. 51, July 1, 1974).

Phase I would consider the six classification changes

proposed by the Postal Service in January 1973.

Phase II would consider proposals of a limited nature

advanced by parties other than the Postal Service.

Phase III would consider basic classification reform

issues and called upon the Postal Service to develop a study

program to collect data for the purpose of major classification

reform.

In April 1976, the Commission issued its Opinion and

Recommended Decision on Phase I of Docket No. MC73-l.

At approximately the same time it established Dockets No.

MC76-1 to MC76-4 to handle Phase II and Docket No. MC76-5

to oversee the ongoing long-range classification studies of

Phase III.

Hence the subject of this memorandum, the long-range

study program, has been before the Commission since the middle

of 1974. The program consists of ten different studies being
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developed under Postal Service contracts with various private

consulting firms. In addition, a study identified as a

Carrier Cost Survey is being handled in-house by the Postal

Service. Certain of these studies are designated as baseline

studies because they will develop a data base for other

studies and future classification proposals. The following

chart identifies the studies and illustrates their inter-

relationships.



CHART OF STUDIES

Baseline Studies

(1) Functional Flow
(mail flows)

Stud

- <2)

Current Service Stud
(service times)

4)

Current Cost Study
[Carrier Cost Survey

Peak Load Study
(effect and causes
of peak loads)

Mailstream Studies
(study of users of
mail system)

(5) Household Mailstream 7) Competiton/
Demand Study

(6) NonHousehold Mailstream (evaluation of
postal competition
and demand
functions)

CA3

Other Studies

(8) Commercial Mailing Programs--receives input from Current Cost and Competition
Demand Studies

(9) Physical-Mail Standards--receives input from Current Cost and Competition
Demand Studies

(10) Service-Related Products--receives input from Current Cost, Current Service,
Peak Load and Competition/Demand Studies.
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The long-range study program has been constantly beset

by delays. Only one study, the Household Mailstream Study,

has been completed. Both presiding officers, Commissioners

DuPont -and Duffy, have exhorted the Postal Service to complete

these studies. Yet the Postal Service has been unable to either

devote the resources or have its contractors devote the

resources necessary to complete the studies.

As a consequence of the incessant delays in completing the

studies, the potential for meaningful classification reform

is being stifled. Also many improvements in rate design and

cost attribution and distribution, which would be expected

to result from the study program, are being delayed. A prime

example is the Carrier Cost Survey which was expected to develop

cost data which would substantially reduce the need to use

assumptions in distributing carrier street time costs in the

pending Docket No. R80-1 rate proceeding.

INDIVIDUAL STUDIES

Functional Mail Flow Study

The Functional Mail Flow Study is intended to provide

a detailed description of flow patterns and estimates of

associated volumes for inter-office and intra-office processing

of mail. This study is a prerequisite to the completion of

the Current Cost and Current Service Study as it provides a

substantial portion of the basic data for these studies.

In turn, one or more of these three studies provide essential

inputs for the balance of the MC76-5 studies, exclusive of the

mailstream description studies.
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Although a "final report" for the Functional Mail Flow Study

was issued in November 1977, the major work product of this

study, the Summary Mail Flow Data Set, is not yet

available. It is this data set which will contain the detailed

information as to how mail enters the postal system and the

operations which are applied to the mail until it reaches the

recipient. In more specific terms, the data set will provide

for a particular profile of mail (subclass, shape, indicia,

presort level, etc.) data indicating the number of and types of

sorts, handlings, transportation modes, etc., inherent in the

processing of the mail.

As indicated, the "final report" in this study was issued in

November 1977. In a status report dated March 23, 1978, the

Postal Service indicated that the Summary Mail Flow Data Set

would be completed -in early August 1978. As of June 1980, the

Postal Service states that the narrative report describing the

results of the Summary Mail Flow Data Set project will be

completed in August 1980.

_ The Postal Service has indicated that it considers the Summary
Data Set to be separate from the original Functional Mail Flow Study.
This contention is at odds with the facts because completion
of certain other studies is conditioned on obtaining this data
set. Without the data set much of the study program would
be impossible to complete.
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Current Cost Study

The Current Cost Study will develop costs by function and

subfunction, for example, mail-processing, transportation, delivery,

supervision and equipment maintenance. Within each functional

and subfunctional cost grouping, costs will be fragmented to

permit identification of the amount of costs caused by character-

istics traceable to the nature of mail deposited in the mail-

stream, such as shape, weight, cube, distance and special

service characteristics.

In addition to ascertaining functional costs, the study will

also examine the effect on costs of such factors as mail volume,-

mail machinability, frequency of collection and delivery, number

of addresses in a carrier route, number of vehicles being used,

etc. Data relating to these factors (workload measures) will be

combined with the aforementioned data relating to functional costs

to provide a reliable data base to analyze cost behavior.

Initially, the Current Cost Study was to provide parametric

cost models which would have provided the ability to incrementally

:estimate the cost consequences of changes in the volumes of the

different categories of mail. In August 1978, this part of the

Current Cost Study was-transferred to the Peak Load Study.

The Current Cost Study, being an exhaustive study of cost

incurrence, is expected to significantly improve the understanding

of cost behavior. In the classification area, it is expected



437

- 8 -

that it will lead to improvements in classification structure.

With this data it will be possible to establish new groupings

of mail matter based on homogeneous cost characteristics

and conversely divide existing subclasses where the cost

characteristics of mail within the existing subclass are

significantly heterogeneous.

Proposals on the Current Cost Study were requested in July

1976. The contract was awarded April 1977. The May 1977 status

report indicated that the study was to be completed in November

1978.

Presently, the Current Cost Study is divided into

three parts. Part 1 involves those portions of the Current Cost

Study not dependent on the Summary Mail Flow Data Set. The

final report on Part 1 is scheduled to be filed in late June.

Part II, which represents the balance of the study exclusive of ,

the parametric modeling, is scheduled to be completed in August

1980. As indicated, Part III, which is the parametric modeling,
I

is to be merged into the Peak Load Study.

Carrier Cost Survey

This study is an outgrowth of the Current Cost Study. It

was the Commission's expectation that an analysis of postal costs

would include a detailed analysis of carrier cost behavior. An

examination of city carrier costs is especially important

not only because it comprises approximately 14 percent of

postal costs, $2,352 million in Docket No. R77-1, but also

i It is questionable whether the parametric modeling is being
performed in the Peak Load Study because the Peak Load Study is
supposed to be available shortly. _
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because the Postal Service's current data systems fail to

provide ongoing data permitting identification and distribution

of the major components of out-of-office carrier costs.

The depth of the study of carrier costs in the current

cost study was a subject of controversy from late 1977 until

late 1978 when it was agreed that the Postal Service would

conduct a separate detailed in-house study of carrier street time.

Although this study is to be conducted in-house, the Postal

Service agreed to cooperate with the parties on this study,

make the study publicly available and to report monthly

on the status of the study. In May 1979, the Postal Service stated

that the study would be completed by December 1979.

The Postal Service has recently indicated that a "computer

file of residential and mixed route information will be available

in late summer" (1980). A computer file of business and support

routes will not be available until 1981. Written reports will not

be available until a later date.

Current Service Study

The Current Service Study is to provide estimates of the

length of time from entry to delivery for mail. The study will

provide these estimates by subclass, shape, indicia, and other

factors, such as presort level, which have a bearing on how the

mail is processed. The time estimates (component services times)

will be developed for major fundamental areas, e.., collection or

delivery, and for more discrete operations such as time spent on

delivery routes.
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By analyzing the component service times i.- conjunction

with the attributes of the mail (class, shape, machinability,

condition and presort level), it will be possible to identify

different levels of sevice and ascertain the areas and causes of

different levels of service.

Proposals on the Current Service Study were requested in

May 1976. The contract was awarded in May 1977. The May 1977

status report indicated that the final report for this study was

to be completed in June 1978.

As of June 1980, the Current Service Study is far from

completion. The initial contractor's work on the study has been

effectively terminated. The balance of the study is to be

completed as a part of the Service-Related Products Study.

Peak Load Study

Using FY 1978 as the base year, the Peak Load Study is to

determine the effect of mail arrival rates, service standards

and Postal Service staffing and capacity constraints on workload

patterns. The study will thus identify workload patterns and

ascertain the effect of these workload patterns on postal costs.

Areas where workload patterns will be critically analyzed are

mail processing, delivery, window service and collection/acceptance

and transportation.

As part of the study the contractor is to prepare models which

will quantify peak load costs. With the output from this study,

it will be possible to identify the causes of peaking patterns

and to identify and allocate the costs traceable to peaking patterns
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to the classes of mail causing peak-load costs.

The Peak Load contract was awarded in July 1978 to System

Planning Corporation. In a July 1978 monthly report, the Postal

Service estimated that this study would be completed in August 1979.

As evident, this study was not completed by August 1979. A report

which the Postal Service denominates as "presenting analytical

results" to date is scheduled for June 1980. The Postal Service

indicates that this report will constitute the final report

in this study if acceptable to the parties.

Mailstream Studies

1. Household Mailstream Study

The Household Mailstream Study was completed by the Survey

Research Center at the University of Michigan in 1978. This study

provides data as to the composition of the household mailstream.

It identifies quantities of mail transmitted by (1) type of sender

and recipient, (2) subclass, (3) content and (4) certain other

attributes of mail which result in cost differentials.

2. Nonhousehold Mailstream Study

The Nonhousehold Mailstream Study is also being performed

by the University of Michigan and differs from the Household Study

in that it focuses on the business, non-profit, and government

mailstreams. This study is scheduled to be completed in July

1980.

Competition/Demand Study

It was initially contemplated that the Competition/Demand

Study would provide a data base on competition with the

Postal Service and a set of demand equations on the demand
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for postal services. The competition portion of the study

would compile price and market data on competition to the

Postal Service with the intent of identifying those factors

which affect the demand for postal services.

Because of difficulty in obtaining primary data, the

contractor decided to rely primarily on secondary data sources.

The final report will consist of two volumes. Volume I will

deal with competition and volume II will provide theoretical

approaches to demand analysis, but no actual demand analysis

results.

The contract for the Competition/Demand Study was awarded in

November 1977. Initially, it was contemplated that the study would

be completed by March 1979. Presently, the final report, which

as described above will not fulfill one of the two major objectives

of the study, is now scheduled to be filed in June 1980.

Commercial Mailing Programs Study

The Commercial Mailing Programs Study is to evaluate various

concepts which would lead to increased worksharing between the

Postal Service and the mailer. In the first stage of the study

the contractor examined various worksharing concepts and selected

four for further in-depth study. The four concepts selected for

further study are (1) presorted bulk, (2)-plant loading, (3) bar-

coding, and (4) local zone mail. Two other worksharing concepts

are being studied internally by the Postal Service and will be

reported on intermittently by the Postal Service during the MC76-5

study program. They are detached labels and containerization.
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The contract on this study was awarded in March 1979.

The Postal Service in its report for March 1979 indicated that

the final report in this study would be available in July 1980.

Presently this study is projected for completion in January 1981.

Physical Mail Standards Study

The direction of the Physical Mail Standards Study is

uncertain. A preliminary Schedule of Work filed October 7, 1977,

indicated that the study would develop physical standards for

mechanical and manual processing of letters and parcels. In

addition, the study would collect and summarize data on physical

characteristics of mail in the current mailstream.

The Postal Service questions the need for this study.

Presently, the Postal Service is reviewing tables prepared by

the Office of the Commission to determine what data relating to

physical mail standards will be collected-in other Docket No.

MC76-5 studies. Awaiting completion of this review the direction

of this study is indeterminable.

Service-Related Products Study

Like the Commercial Mailing Programs Study the Service-

Related Products Study is to evaluate proposals for future

implementation. This study will focus on new products concepts

involving service standards which could be made available if found

to be cost-effective and in demAnd.

The study is to be conducted in two stages. The first stage

will consist of a feasibility study of various new concepts and

will focus on the operational feasibility, cost impact and market

demand of the new concepts.



CHRONOLOGY OF EVENTS
FUNCTIONAL HAIL FLOW STUDY, SUMMARY DATA SETS

Report i Date

4/15/75

11/4/75

2/15/76

Action Taken

Postal Service submits a
detailed Study Program
including plans for an
automated (computer)
model descriptive of
postal system mail flows.

Postal Service submits a
revised schedule. The
original completion date
was based upon a decision
to utilize sole-source
procurement rather than
competitive bidding.

Contract for Functional
Mail Plow Study awarded.

Description

Delayed six months.

Delay of two months.

Completion Date
(PKiqinally June_19761

0

APPENDIX I
Page I of 7

June 1976

January 1977

March 1977



Reporting Date Action Taken

Postal Service reports that
a technical review meeting
was held with the contractor.
Task II Report has been
distributed.

Postal Service notes that
because the collection of
augmented ODIS data is not
projected until January
1977, it "may not be possible
to integrate this data with
that produced by the other
three Flow Study data
collection efforts and still
meet the schedule set out in
the Flow Study contract."

In order topermit integration
of the augmented ODIS data
with the rest of the study,
the contract has been extended
two months.

Tasks 3 and 4 Reports were
distributed. Data collection
efforts continue and are
scheduled for completion in
March.

Description

On schedule.

Delayed two months.

APPENDIX I
Page 2 of 7

Completion Date
(Originally June 1976)

March 1977

may 1977

8/23/76

9/23/76

10/26/76

1/25/77
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Reporting Date Action Taken Description
Completion Date

(qilnA June 1976)

No delays reported in data
collection which would
affect the time schedule.

Postal Service reports that
data collection is complete
and data are being prepared
for entry into the computer.
However, it also reports
"problems with the keypunch
contract" for which remedial
actions have begun.

Data are still being edited.
A new contractor for
keypunching has begun
work.

Parties informed that the
Summary Mail Flow Data Set,
needed for analysis of data
gathered in the Functional
Mail Flow Study, would not
be incorporated in the
final report of that Study.

Data processing activities
are said to be taking longer
than expected.

Delay of two months.

Delayed one month.

2/25/77

3/30/77

5/26/77

6/20/77

7/29/77

July 1977

August 1977



APPENDIX 1
Page 4 of 7

Reporting Date Action Taken Description
Completion Date

(Originally June 1976

Postal Service announces that
further work is required to
complete the Flow Study
"based on preliminary review
of information."

Flow Study "final report,"
without the Summary Mail Flow
Data Set, is issued. Without
the Data Set, the Flow Study
is an uncoordinated collection
of data. No study of ail
flows is possible sictAe
various data cannot be fitted
together and made to interact.

Preliminary output tables
are issued to Advisory Panel
members. Requests for specific
tables by parties due April
1978.

Revised list of output tables
distributed to parties, whose
comments are due 5/12.

Two months after receiving
parties' comments on the
revised output tables, the
Service decides that three
more months are needed to
begin implementing parties'
suggested changes.

Delayed three months.

No completion date
projected.

Four months have
passed since the
"final report."

Five months have
passed since the
"final report."

Eight months have
passed since the
"final report."

8/26/77

11/15/77

3/10/78

4/28/78

7/15/78

November 1977

November 1978
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Reporting _Date

Completion DateLoriginally June 1976)
Action Taken

Postal Service cites
"minor computer processing
delays."

Postal Service has just
conducted a review of its
contractor's technical and
managerial procedure. No
mention of this review was
made up to now, nor was
there any indication from
the previous two monthly
reports that the progress
of the study was being
hindered.

Postal Service indicates
that the Data Set comple-
tion is won schedule."
Yet, the completion date
has been moved from April
to August.

Postal Service cites
programming problems.

More programming problems
are discovered.

Still more programming
problems are cited, but
the process of correcting
them is going "smoothly."

Delayed 1-1/2 months.Ten months have passed
since the "final report.'

Delayed four months.
Thirteen months have
passed since the
'final report.'

Delayed four months.
Sixteen months have
passed since the
"final report.*

Delayed six weeks.

Nineteen months have
passed since the
"final report."

9/30/78

12/29/78

3/30/79

4/30/79

6/30/79

7/17/79

December 1979

April 1979

August 1979

October 1979



7/31/79

10/1/79

10/31/79

1/4/80

2/27/80

Action Taken

The contractor has, accord-
ing to Postal Service,
decided to rewrite the
entire program.

Postal Service citesmajor unanticipated
problems" as being the
only bar to a speedy
completion of SMFDS.

Data Set programming said
to be proceeding on
schedule.

"Several minor errors in
the computer program"
have delayed completion.
Compare the phraseology
here with the 10/1/79
report.

Postal Service states that
productionn mail tracing
has now begun.'

Description

Twenty months have
passed since the
"final report.*

Programming activities
scheduled for completion
in November.

Twenty-three months
have passed since the
"final report.'

Preliminary SHPDS tape
expected in February.
Twenty-six months have
passed since the "final
report."

Delay of two months.
Preliminary SMFDS tape
due in March, 1980.
Final tape with
printouts expected
in April, 1980.

Completion Date
(Originally June 1976

APPENDIX 1
Page 6 of 7

December 1979

March 1980

May 1980



Reporting Date

3/31/80

4/30/80

Action Taken

Postal Service is still
citing minor programming
problems as the basis for
delay.

Further delays incurred in
order to transfer the
computer files and
programs and to make still
more so-called minor"
programming changes.

Additions to the charts prepared by the OOC*

Description

Twenty-eight months
have passed since
the *final report."

Delay of two months.
Preliminary tapes due
in May. Final tape with
printouts due in June,
1980. Twenty-nine months
have passed since the
"final report.*

Completion Date
(Originally June 1976)

A finalized Summary Data Set
tape will be provided to the
Cost Study contractor in late
June. A narrative report of
the analytical results of the
Summary Data Set work will be
available in August.

*The Chronology of Events for the Functional Mail Flow Study was
prepared by the Officer of the Commission in a May 22, 1980 filing.

APPENDIX I
Page 7 of 7

5/30/80

June 1980



CHRONOLOGY OF EVENTS
CURRENT COST STUDY

Reporting_ Date

4/15/75

11/4/75

5/76

6/26/76

7/27/76

Action Taken

Postal Service files a
detailed Study Plan,
including plan for
Current Cost Study.

Postal Service files a
revised schedule, based
on competitive procure-
ment procedure rather
than sole-source, as
originally planned.

Request for Proposals
issued. Proposals are
due in early July.

Postal Service files a
status report explaining
that the program's
complexity causes some
delay, although timeli-
ness is still said to
be important.

Postal Service has begun
review and evaluation of
the technical proposals.

Description
Completion Datq

(Oriina1jywune 1977)

June 1977

Delay of six months. January 1978

bp'

May 1978

APPENDIX 2
Page I of 7
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B~p~rting Date

10/2676

11/26/76

12/23/76

1/25/77

2/25/77

Action Taken

Evaluation of the
technical proposals has
been completed, and
evaluation of the cost
proposals has begun.

Cost proposal evaluation
continues. An award is
expected next month.

Evaluation of proposals
is complete, and negotia-
tion with the bidders will
begin. An award is
delayed until January.

Final negotiations with
bidders have yet to be
arranged. An award is
delayed until February.

Bidders have been requested
to submit revised proposals,
which are being evaluated.
A contract award is not
expected until March.

Description
Completion Date

Cqriginally June 1977)

01

Delay of one month.

Delay of one month.

Delay of one month.
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Completion Date
Reorting Date Action Taken escriptio;. (OriginallyiJune 1977)

3/30/77 Postal Service has not yet
undertaken final negotia-
tions with its bidders.
A contract award is not
expected until April.

4/8/77 Contract awarded. Contractor Four month delay from September 1978
has undertaken orientation, last estimate.

5/26/77 Contractor orientation
still underway.

0%
6/24/77 Orientation continuing.

7/29/77 'Efforts by the contractor
to determine . .• the
exact approaches to be
pursued continued" during
the month of July

8/26/77 The Task II (Feasibility)
report will be distributed
to the parties in September.

10/14/77 The Task II Report has been
distributed to parties.

11/25/77 A list of Cost Study outputs
is being prepared by the
Postal Service.

1/27/78 A panel meeting was held in
January to discuss the
output list.
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Reportin% Date Action Taken Description
Completion Date

(qrignaly June 1977U

Study contractor decides
to obtain certain trans-
portation cost data
through joint data
collection with MPCM
project.

Data collection for rural
carriers in the planning
stage.

Task 4 Report distributed.

Pilot study of Vehicle
Service Drivers delayed
until August. NSC Survey
set for August.

Vehicle Survey Driver pilot
study delayed until
September. MSC Survey
delayed until September.
Parametric modeling
activity removed from this
study and placed in Peak
Load Study.

Completion date delayed
due to the tact that the
earlier completion date
reflected a study effort
which excluded certain data
originally promised.

Delayed three months

Parametric modeling
activity has joined
the Peak Load Study
which is merely in
"orientation" stage.

Delayed five months

3/22/78

5/12/78

5/17/78

7/31/78

8/30/78

9/30/78

December 1978

May 1979



APPENDIX 2
Page 5 of 7

Reporting Date Action Taken Description
Completion Date

_Li0jgjnal4yi une 1977j

Postal Service reported
that "It has recently become
apparent that certain data
inputs required to complete
the Cost Study have been
delayed."

The FY 78 payroll data
cannot be made available
to the contractor until
June 1979.

Pilot studies for Caller
Service Questionnaires and
MSC Survey conducted in
April. Payroll data still
delayed.

Payroll problems reported
to be solved.

Postal Service's ten tasks
within this study scheduled
for completion by the end
of September. The Workload
Measure Data Flow Study,
however, depends upon the
Summary Mail Flow Data Set.

Delay of indeterminate
length.

Delay of an indefinite
period of time.

2/28/79

3/30/79

4/30/79

7/17/79

7/31/79

No completion
date

No completion
date

Payroll problems have
caused a total of
four months' delay.

Final Report cannot be
completed without the
Summary Mail Flow Data
Set. Delay of one month.

I .

September 1979

October 1979
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Reporting Date Action Taken

Postal Service has now
separated the final report
into two parts; the first
volume contains parts of
the Current Cost Study
not dependent upon the
SMPDS; the second volume
depends upon the Data Set.

"Additional data editing"
reported necessary for
Volume I.

Still more data editing
required for Volume I.
The completion of
Volume II depends upon
the SMFDS being made
available to the CCS
contractor.

Volume I reported on
schedule. Further
problems with SMFDS
are holding back Vol. II.

Without explanation,
Postal Service reports
another delay in Vol. I.
It also expects the SMFDS
tape will be provided to
the contractor in May.

Description

No reason given for the
further delay of Vol. I

Vol. I delayed three
months
Vol. II delayed one
month

Vol. I delayed two
months
Vol. II delayed one
month

Vol. I on schedule.
Vol. II delayed one
month

Vol. I delayed one
month
Vol. II delayed one
month

Completion Date
( rig i _y June 1977)

Vol. I: November
1979

Vol. II: February
1980

Vol. I: February
1980

Vol. II: March 1980

Vol. I: April 1980

Vol. II: April 1980

Vol. I: April 1980
Vol. II May 1980

Vol. I: May 1980

Vol. II: June 1980

10/1/79

1/4/80

2/27/80

3/31/80

4/30/80
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Reporting Date Action Taken

Postal Service reports
that Vol. ! is being
withheld pending the
SMFDS, even though the
Data Sets are not needed
to produce that portion
of the Cost Study. A
further delay in SMFDS
is holding back Vol. I.

Description

Vol. I delayed one
month
Vol. II delayed one
month

Completion Date
(Orilinai1_ June197

Vol. I: June 1980

Vol. II: July 1980

Additions to the charts prepared by the OOC*

Volume I of the final report
will be available by mid-June.
Volume II is dependent upon a
final Summary Data Set tape and
will not be available before
August.

Delay of two months.

*The Chronology of Events for the Functional Mail Flow Study and
the Current Cost Study were prepared by the Officer of the
Commission in a May 22, 1980 filing.

5/21/80

5/30/80 August 1980



CHRONOLOGY OF EVENTS
CARRIER COST SURVEY

Action Taken

APPENDIX 3
Page 1 'of 3

Description Completion Date
(Originally December 1979)

The survey's completion date will
be determined by the manpower
resources allocated to the Study
by USPS management. Work is
proceeding on the identification of
data requirements, th6 design of
data collection formats, and
the development of plans for a
feasi',;! ty study in the Spring
of 1979.

Continued development of a
questionnaire survey. Data
collection will occur from June
through October. A request for
Regional support has been made,
but no response has been received.

The regional offices have temporarily
assigned 24 industrial engineers to
CCS work.

Milestones for the remainder of the
year have been set. The training
session commenced April 30.

Reporting Date

1/79

2/79

3/79

4/79 December 1979
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Reporting Date Description Completion Date
(Originally December 1979)

Delay of one month.

On schedule.

Action Taken

Distribution of the questionnaires
was delayed ten days so that postal
union officials could communicate
with affected locals. Editing of
questionnaires commenced. The
Unanticipated low response rate"
has caused a delay in the selection
of the carrier/route sample.

Data technician training sessions
held at regional locations during
the week of June 25. Data collection
efforts scheduled for June 9 through
October.

Data collection commenced in July.
Development of a data summary, edit,
and analysis system began in July.
This work continued in August.

153 routes chosen for study in
November. Studies of mixed and
residential route types are almost
complete. 40 time series studies
of various route types planned
for November. Work on the
development of computer programs
continues.

Business route feasibility studies
conducted. Pilot tests conducted
in Chicago the week of November 26.
Business studies conducted in all
regions the week of December 3.

5/79

6/79

1

7-8/79

10/79

11-12/79
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Reporting Date Action Taken Description Completion Date
(Originally December 1979)

1-2/80 Business route and time series data
collection activities progressed on
schedule. Data analysis will continue
for the next several months. "Time
demands related to the pending rate
filing are expected to introduce
an element of uncertainty into the
scheduling of Carrier Cost Survey
activities." Oi

3/80 Business route and time series data
collection ^ctivities completed on
schedule. Data review and editing
commenced. Support route data
collection activities progressing
on schedule. Some resources diverted
from the study due to the pending
rate filing.

4-5/80 Continued data review and editing
and development of an analytical
computer program. Resources
continue to be diverted from the
survey. The preparation of
additional tabulations and
analyses of data requested by
the OOC and the parties will
require additional time.
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CIIRONOLOOY OF EVENTS
CURRENT SERVICE STUDY,

Reporting Date Action Taken Description Completion Date
.. Originally June 1977)

Postal Service submits a detailed
study plan, including plan for
Current Service Study.

Postal Service submits a revised
schedule, based on competitive
procurement procedure rather
than sole-source, as originally
planned.

Postal Service reports revisions
made in the Current Service
Study. Contract expected to be
awarded about December 1, 1976.

Request for Proposals issued.

Evaluation of the technical
proposals.

Reports that (Ielxtensive
negotiations with the
technically acceptable bidders
took place in February, resulting
in the submission of revised
proposals," causing a delay in
the contract award until early
March.

Delay of seven months.

Delay of two months.

Contract award expected in April. Delay of one month.

4/15/75

11/4/75

5/28/76

7/26/76

10-12/76

2/25/77

June 1977

January 1978

March 1978

3/30/77 April 1978
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Reporting Date Action Taken Description Completion Date
(Originally June 1977)

Contract has not yet been awarded.
The award should not be made until
the Mail Flow Study is within two
months of being completed.

Data collection continues.
Contract awarded.
Reports data collection completed
at Denver and the results are being
keypunched. The Feasibility Report
should be available in October.

Reports continued data processing
and analyses of service data
collected in Denver and Marysville.
Expects to distribute the Feasibility
Report in November.

Reports that the Task 2 Report will
be distributed next week.

Task 2 Report distributed
January 13. Field test will be
conducted January 23, 1978 through
February 10, 1978.

Data collection began in mid-March
and will continue through October
1978, causing a six month delay.

The Task 4 Report was distributed
May 24.

Delay of two months.

0

5/4/77

6-7/77

8/26/77

10/14/77

11/25/77

2/9/78

3/22/78 Delay of six months.

June 1978

On schedule.

7/5/78

December 1978
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Reporting Date Action Taken Description Completion Date(Originally June 1977)

Data collection was completed in the
Portland, OR; St. Louis, NO; Pierre,
SDI Atlanta, GA; Marysville, CA;
Chicago, IL; and Portsmouth, Nil
MSCs.

Data collection completed in the
San Francisco BMC and the New
Orleans, Northern Virginia, and
Newark, N.J. KSCs. Contractor's
computer programming team will
not be able to work on the
Service Study tasks until the
Summary Data Set work is finished.

Data collection completed by
November 18. A survey of
Transportation Management Offices
(TOs) will be conducted in
December and January.

Commenced keypunching, editing, and
processing of collected data.

Data collection from the TMOs will
continue in February.

Data collection from the TMOs will
continue ik March.

Delay of five months.

7-9/78

10/27/78

11/78

12/29/78

1/31/79

-12/28/79

May 1979
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Reporting Date Action Taken Description Completion Date
(OrigInally June 1977)

Transportation data collection
continued in March. The
remaining data should be available
by the end of April. The contractor
informed the Postal Service that he
needs more time and funding to
complete the study.

Data editing should be complete
by the end of May. Discussion
of the Study Schedule at the
April 27 panel meeting.

Data editing expected to be
completed by mid-June. The
Postal Service will then
evaluate alternative methods for
completing the computer
programming activities required
to complete the data sets.

editing of source data completed.
Six more weeks are needed to
complete the specification of
analytical procedures used to
produce the Service Study data
sets.

Delay of one month.

Delay of two months.

3/30/79

4/30/79

5/31/79

6/30/79

June 1979

August 1979
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Reporting Date Action Taken Dscription Completion Date
(Originally June 1977)

7-8/79. Due to the "low level of remaining Unknown
funded for the Current Service
Study, the 6ontractor was directed
to concentrate on the Sumary Data
Set work, since the Summary Mail
Flow Data Set activity is included
in the Current Service Study contract.
The Postal Service is exploring the
"possibility of a separate contractual
effort to complete the Service Study
work.'

9/79 Reports that it would be nine months Unknown
before work on the Study could be
resusA. if a new contract is needed.

10-12/79 Panel meeting discussions on the Unknown
need for Current Service Study
results and the future of this study.

1-2/80 The Service-Related Products Study Unknown
contractor is asked to evaluate the
work that has been completed and
remains to be completed for the
Current Service Study.

3-5/80 The Service-Related Products Study Unknown
contractor is expected to complete
the Current Service Study work
within the Service-Related Products
Study. This will be the topic of
discussion at a June 11 meeting of
the Classification Advisory Panel.
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CaiRONOLOGY OF EVENTS
PEAK LOAD STUDY

Reporting Date

4/15/75

11/4/75

5/28/76

9-10/76

11/23/76

Action Taken

Postal Service submits a detailed
study plan, including plan for
Peak Load Study.

Postal Service submits a revised
schedule, based on competitive
procurement procedure rather
sole-source, as originally
planned.

Contract expected to be awarded
about April 1, 1977.

Preparation of the Preliminary
Schedule of work. The RFP is
expected to be issued in
November.

The RPF will be delayed until
issues related to peak loads
have bsen resolved. A second
meeting% of che Classification
Advisory Panels requested by
the Officer of the Commission
will be scheduled for early
December.

Description

Delay of seven months.

Delay of three months.

Completion Date
(Originally June 1977)

June 1977

January 1978

April 1978
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ReFortinq Date Action Taken Description Completion Date
(Originally June 1977)

Reports -that the second meting of
the Classification Advisory Panels
will be in February.

The Peak Load Study is scheduled
to begin on January 1, 1978.

Reports that the second meeting
of the Classification Advisory
Panels held March 17, 1977.
A revised schedule of work
under preparation for the RFP.

Contract has not yet been awarded.
The study cannot begin until data
on arrival rates and component
service time have been collected
during the first 10 months of the
Current Service Study.

Second revised preliminary SOW
was distributed. February
contract award date still
scheduled.

Reports that the study proceeded
to the procurement stage in early
July. Issuance of the RFP planned
for August. Contract award planned
for March 1978.

Delay of seven months.

Delay of three months.

Delay of one month.

1/25/77

2/25/77

3/30/77

5/4/77

5-6/77

7-8/77 Delay of one month.

November 1978

February 1979

March 1979

April 1979
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Reporting Date

8/30/77

10/14/77

11/25/77

2/9/78

3-5/78

7/5/78

7/24/78

10/78

Action Taken

RFP issued.

RFP extended. Proposals now due
October 17.

Commenced review of the proposals
in response to the RFP.

Review of copt proposals to
commence shortly. Contract
award date planned for April.

I
Contract award expected in May.
Two month de ay caused by'complications in the contractor
proposal evaluations' and a delay
in the Current Service Study.

The contract is expected to be
awarded by the end of July.
Delay of award caused by a
"longer negotiation process
than anticipated."

Contract awarded.

Delays in the Current Cost and
Current Service Studies have
postponed the completion date of the
Peak Load Study.

Description Completion Date
(Originally June 1977)

On schedule.

0
Delay of two months.

Delay of two months.

Delay of five months.

June 1979

August 1979

January 1980.

A
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Reporting Date Action Taken Description Completion Date
(originally June 1977)

11/78-1/79 Continued preparation of the Task 2
Report.

2/28/79 A Panel meeting was held on
February 16, but discussion of the
Peak Load Study was postponed at
the request of the OOC staff due
to "unexpected scheduling conflicts."

3-4/79 Distribution of the final version of the
Task 2 Report expected in May.

6/15/79 The Task 2 Report was sent to the
parties.

7/10/79 Data analysis continued.

11-12/79 "Delays in several of the MC76-5
studies have caused certain portions
of peak load analyses to be delayed."
A report summarizing the analytical
results to date will be distributed
in March.

1-3/80 The report on the analytical Delay of two months. March 1980results achieved to date (January Report)
expected to be delivered in Delay of one month. April 1980April. (February report)

4/30/80 Contractor experiencing delays. Delay of one month. May 1980

Final report expected in June. Delay of one month. June 1980
5/31/80
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CHRONOLOGY OF EVENTS
NON-HOUSEHOLD MAILSTREAM DESCRIPTION STUDY

Reporting Date

4/15/75

9/19/75

11/4/75

5/14/76

U 3/20/76

9/23/76

11/23/76

Action Taken

Postal Service submits a detailed
study plan, including plan for
Market Description Study.

Postal Service proposes- dividing the
market research study into two
segments, household, and non-
household, with a separate study
conducted for each segment. A
preliminary schedule of ,work for
each segment is submitted.

Postal Service submits a revised
schedule, based on competitive
procurement procedure rather
than sole-source, as originally
planned.

Request for proposals issued.

Interim contract awarded.

Finalized contract in the
process of being signed by
the contractor.

Reports that the status of the
contractual relationship with
the contractor is "undergoing
consideration.0

Description

Delay of ten months.

Delay of one month.

Completion Date
(Originally March 1977)

March 1977

January 1978

February 1978
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Reporting Date Action Taken Description Completion Date
(Originally March 1977)

12/28/76 Formal termination of contractual
relationship with the contractor.
Expects to award a contract to
another contractor "in the
early months of the New Year."

Contract became effective.

The Mon-Household Mailstream
Description feasibility study
proceeding toward completion.

Task 3 Report distributed.
Two week delay due to
unscheduled second pretest
effort begun in Ann Arbor
to test the forms and
questionnaires revised after
the first pretest.

The Non-Household Mailstream
Feasibility Study has begun.
Field data have been collected
and a complex computer program
is being writen to eliminate
duplicate nonhouseholds in
combining the various postal
records.

Delay of four months.

Delay of two weeks.

No delay.

2/14/77

3-5/77

6/24/77

7/29/77

June 1978

0D

June 1978
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Reporting Date

8/26/77

10-11/77

2/9/78

6/2/78

3-7/78

Action Taken

Reports that the three-week data
collection effort for the Pea pibility
Study extended to four weeks
accommodate large mailers in tie
sample. Coding and key punching
of the field data have begun.|The complex computer program|

to consolidate duplicate non-
households has been written.
Feasibility study expected to
be concluded by the end of
November.

Task 2 Report is projected for
the middle of November. Feasibility
Report still expected in December.
Completed preliminary testing of
data-collection procedures for
mail received by nonhouseholds.

Contractor has recommended a 13-
month, mail-piece data-collection
period, beginning late in June
1978. Six month delay caused by
contractor's determining that the
"collection of annual nonhouse-
hold data could not be accomplished
through utilization of earlier
mailer time-period records."

Task 2 Report distributed.

Reports that data collection
and processing is continuing.

Description

One year delay.

Delay of six months.

Completion Date
(Originally March 1977)

June 1979

December 1979
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Reporting Date Action Taken Description Completion Date
jOriginallyMarch 1977)

7-8/78

9-12/78

1/31/79

2-4/79

5-6/79

7/31/79

8/8/79

9-11/79

Delay of three months.

Development of sampling frame.

Completed training of contractor
and postal personnel involved in
data collection activities. Full-
scale data collection begins in
October.

Contractor reports that three
additional months will be
"required for analytical activities
to insure the accuracy of the data
to be presented in the final report."
The contractor also reports that
*field data activities are proceeding
smoothly.'

Continuation of field data collection
activities.

An Interim Report covering the first
three months of data collection will
be distributed by the end of July
1979.

An additional month will be
required for data processing
and analysis due to the "higher-
than-expected response rate."

The Interim Report was mailed.

Field Data collection activities
completed in November.

Delay of one month.

March 1980

April 1980
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Reportinq Date Action Taken Description Completion Date
(Originally March 1977)

11-12/79 Coqmpter processing of
1-2/80 questionnaires and analysis of

the data continued.

Reports a three-month delay
becauseue the size and
complexity of the various
data base management and
analysis tasks were somewhat
underestimated.- , :-

Delay of three months.
3-5/80

July 1980

c4C€3
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CHRONOLOGY OF EVENTS
COMPETITION AND DEMAND STUDY

Reporting Date

4/15/75

11/4/75

5/28/76

8/16/76

9/23/76

Action Taken

Postal Service submits a detailed
study plan, including plans for
separate Competition and Demand
Study.

Postal Service submits a revised
schedule, based on competitive
procurement procedure rather
than sole-source, as originally
planned. Proposes merger of
Competition and Demand Studies.

Contract expected to be awarded
March 1, 1977.

Request for Proposals (RFP) issued.

Reports amendment to the RFP
issued September 20, 1976,
extending the RFP due date
from October 18, 1976, to
November 1, 1976, due to delays
in awarding the Household and
Nonhousehold Mailstream Description
Study contracts.
Reports that delay considered in

September not instituted.

Description

Delay of seven months.

Delay of five months.

Delay of two weeks.

Completion Date
(Originally June 1977)

Competition Sept. 1976
Demand June 1977

January 1978

On schedule.11/23/76
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0

Action Taken Description Completion Date
(Originally June 1977)

12/28/76

1/25/77

2/25/77

Delay of one month.

Delay of two months.

Cl'

Evaluation of the proposals submitted
by the various bidders began.

The award of this contrat will be
delayed at least one month, since
"data from the Mailstream
Description Studies are essential
for this study."

Reports that the "Office of
Contracts has decided that the-.'
Competition/Demand Study RFP
should be reopened for new bids
or revision of current proposals,"
causing a two month delay in the
award of the contract.

Decision to reopen the Competition/
Demand Study RFP for new or revised
proposals confirmed. Bids now due
by May 16.

Contract has not yet been awarded.
The award should not be made until
the Household Mailstream Description
Study has been underway for 11
months and the Non-household
Mailstream Description Study has
been underway 5-6 months.

Review of the revised proposals
received on May 16. July contract
award date still scheduled.

No delays.

Reporting Date

November 1978

November 1978

3/30/77

5/4/77

5-6/77
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Reporting Date Action Taken Description Completion Date(Originally June 1977)

7-8/77 Reports continued review of
revised proposals. 'Contract
award is now anticipated by
September at the latest."

10/14/77 Evaluaton of proposals continues.
Contract award expected by mid-
November.

11/21/77 Contract awarded.

2-5/78 The Task 2 Report is under
preparation.

7/5/78 Reports that the contractor
continued research into data
sources and analytical procedures
for four general markets.

7/18/78 Task 2 Report distributed.

8-12/78

1/31/79

2/28./79

Delay of two months.

Delay of two months.

Continued research in demand analysis
and data collection methods and
preparation of questionnaires for a
survey of publishers. There will be
a delay due to problems with finalizing
the survey efforts.

Delay caused by difficulties in
planning the advertising and
publication surveys.

Pretests of the surveys will be
conducted during March-May 1979.

Delay of nine mo-ths.

January 1979

March 1979

-4

December 1979



Reporting Date

3-6/79

7/31/79

8-10/79

Action Taken Completion Date
(Originally June 1977)

Reports receiving discouraging
comments on the surveys. Contractor
having problems obtaining access to
primary data sources.

A Task 3 Report cannot be completed
until additional data from the Non-
household Study is received by the
Competition/Vemand Study contractor,
which will not occur before August 1.
Two more months will be needed to
analyze the data. The competition
data and analyses will be incorporated
into the final study report, due to
this additional delay and the low
level of funds.

Preparation and distribution of
a report on the estimation of
future alternative delivery firm
volumes.

11-12/79 Preparation of the final report
continues. Several "minor delays"
experienced.

Difficulties involved in finalizing
the analyses to be included in the
final report have caused an
additional delay.

Delay of two months.

Delay of two months.
Delay of one month.

The contractor must make "extensive Delay of one month.
corrections" of the final report.

APPENDIX 7
Page 4 of 4

Description

-.1

1-3/80

5/30/80

February 1980

April 1980
May 1980

June 1980
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CHRONOLOGY OF EVENTS,
COMMERCIAL MAILING PROGRAMS STUDY (FORMERLY WORKSHARING STUDY)

Reporting Date

4/15/75

11/4/75

2/25/77

4/6/77

8/26/77

Action Taken , Description Completion Date
(Originally December 1977)

Postal Service submits a detailed December 1977
study plan, including plan for
Worksharing Study.

Postal Service submits a revised
schedule, based on competitive
procurement procedure rather
than sole-source, as originally
planned.

The study is planned to begin on
March 1, 1978, and to last for
15 months. By then the necessary
data from the Current Cost and
Mailstream Description Studies
should be available. A preliminary
statement of work will be available
during May 1977 and the RFP should
be distributed in July.

Corretion of error of the timing
of the study in February 1977
Monthly Progress report.

A preliminary SOW is now planned
for September, "Idlue to time
pressures created by the need
for intensive review of the
preliminary Flow Study results"
which prevented the MCRD from
completing the preliminary
SOW in August.

Delay of seven months.

Delay of ten months.

Error-2 months.

Delay of one month.

July 1978

May 1979

August 1979

September 1979
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Reporting Date Action Taken Description Completion Date
(Originally December 1977)

10/14/77 The Preliminary Schedule of
work is being distributed.
The RFP will be delayed one
month to December. It has
been estimated that it will
take 16 months rather than 15
to conduct this study.

2/3/78 A final draft of the SOW was
sent to the USPS Office of
Contracts in January. Minor
revisions to the Statement of
Work are required due to
*receipt of additional comments
from Headquarters units."

3/23/78

5-6/78

7-10/78

11-12/78

2/28/79

Funding for this study was approved
by USPS management in March.

The SOW was sent to the Office
of Contracts, but due to 'an
unusually heavy workload' the
RFP will not be released before
June.

Evaluation of proposals.

Evaluation process neared
completion. Contract award
expected in early February.

Delay of three months.

Delay of two months.

Delay of two months.

Delay of two months.

Contract award expected in March. Delay of one month.

December 1979

February 1980

April 1980

June 1980

July 1980
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Reporting Date Action Taken Description

Contract for Commercial Mailing
Programs Study awarded.

Contractor reviewing relevant
documents and meeting with USPS
officials and mailer representatives.

The Task 2 Report is expected to be
distributed in early February.

The Task 2 Report wil be distributed
to the parties in mid-March, becauseue
the draft review cycle took longer than
had been anticipated."

The Task 2 Report will be distributed in
April. The delay was caused by continued
"Iclorrections and additions to the
preliminary Task 2 Report" during March.

Contractor begins work on Task 3.

Task 2 Report mailed to the parties.

Six-month delay necessitated by Delay of six months.
dependence upon data from other
baseline studies not yet available.

Completion Date(originally December 1977)

3/28/79

4-9/79

11-12/79

1-2/80

3/31/80

4/30/80

5/14/80

5/30/80 January 1981
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CHRONOLOGY OF EVENTS
PHYSICAL MAIL STANDARDS STUDY

Reporting Date Action Taken Description Ccmpletion Date
(Originally September 1977)

Postal Service submits a detailed
study plan, including plan for
Physical Mail Standards Study.

Postal Service submits a revised
schedule, based on competitive
procurement procedure rather than
sole-source, as originally planned.

Reports that the Study is planned
to begin on March 1, 1978, and to
last for 15 months. OBy this time,
the necessary data from the Current
Cost and Mailstream Description
Studies should be available.'

Contract has not yet been awarded.
This Study cannot begin until data
on disaggregated USPS costs and the
demand for current USPS-products
have been developed during the
first 12 months of the Current
Costs Study and the first 9 months
of the Competition/Demand Study.

A preliminary SOW could not be
completed in May "due to the
pressure of ongoing studies.0
Anticipates obtaining additional
personnel to help expedite the
preparation of the draft SOW
projected for July.

Delay of eight months.

Delay of twelve months.

Delay of one month.

Delay of two months.

September 1977

May 1978

May 1979

June 1979

August 1979

4/15/75

11/4/75

2/25/77

5/4/77

5/26/77
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Reporting Date

6/24/77

7-8/77

10-11/77

2/9/78

Action Taken Description Completion Date
(Originally September 1977)

Work on a preliminary SOW began in
June and should be completed and
distributed during late July.

Reports continued work on a Delay of one month.
preliminary SOW, "but coordination
with the appropriate Headquarters
organizations has taken mucn
more time than expected." Anticipates
distribution of the preliminary SOW
in early September.

Reports distribution of the Delay of three months.
Preliminary Schedule of Work.
RFP expected to be delayed
one month to December.
Estimated that 16 months will be
needed to conduct this study.

Two month delay due to delay-in Delay of two months.
the preparation of a final draft
of the Statement of Work caused by
"additional time spent coordinating
with USPS Headquarters units that
are concerned with Optical Character
Reader development and parcel-
mail standards.'

September 1979

December 1979

February 1980

Funding for this study was
approved by USPS management in
March.

Delay of two months.3/22/78 April 1980



Reporting Date

5/12/78

7/5/78

7-10/78

11/78

Action Taken Description Completion Date
(Originally September 1977)

The SOW was sent to the Office of
Contracts which does not expect to
release the RFP before June due to
man unusually heavy workload."

The RFP was distributed in June.

Continued evaluation of proposals.

There will be a delay in awarding
the contract due to a delay in
evaluating the proposals in order
to "allow certain offerors to
submit additional information"
needed to complete the evaluation.

12/29/78 Evaluated additional information
obtained from offerors. A decision
by the Office of Contracts expected
in mid-January.

The RFP was cancelled in January
due to "a lack of technically
acceptable bidders.' A new RFP
will be issued shortly. The
contract is expected to be
awarded in June 1979.

Doubts as to the need for conducting
this study expresed at the February
16 panel meeting will be discussed
at a panel meeting in late April.

Delay of six months.

APPENDIX 9
Page 3 of 4

1-2/79

3/30/79

0A,

October 1980

Unknown
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Reporting Date Action Taken Description Completion Date
(Originally September 1977)

4/23/79 Comprehensive statement filed Unknown
concerning the need for and interest
in this study. The Postal Service
is willing to continue the study,
but warns that "three years might be
required before study results would
be available" (1-2 months to prepare
and RFP package, 7-12 months to
to evaluate the proposals, with a
"typical study duration of 16-24
months).

8/31/79 Preparation of a "memorandum Unknown
listing the various MC76-5 studies
that will develop data on physical
characteristics for mail shapes
other than parcels."

9/7/79 The memorandum on MC76-5 studies Unknown

was sent to the parties.

10-12/79 No reports Unknown

1-2/80 A Panel meeting was held on February 7 Unknown
to discuss data on physical mail
characteristics available from other
MC76-5 studies.

3/31/80 A Panel meeting was held on March 26 Unknown
to discuss extracting data from
previous MC76-5 studies to develop
tables on physical mail characteristics.

4-5/80 No report Unknown
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CHRONOLOGY OF EVENTS
SERVICE-RELATED PRODUCTS STUDY

Action TakenReporting Date

4/15/75

11/4/75

Description

Delay of six months.

Delay of ten months.

Delay of one month.

Completion Date
(Originally June 1978)

June 1978

December 1978

October 1979

November 1979

Postal Service submits a detailed
study plan, including plan for
Service-Related Products Study.

Postal Service submits a revised
schedule, based on competitive
procurement procedure rather than
sole-source, as originally planned.

Reports that the Study is scheduled
to begin July 1, 1978, and to run
for 15 months, allowing time for
sufficient data to be available
from the Current Cost, Current
Service, Mailstream Description,
and Peak Load Studies.

Contract not yet awarded. wThat
award should not be made until
the Current Costs Study is 2
months from completion, the
Current Service Study is 2
months from completion, the
Peak Load Study is 7 months
from completion and the
Competition/Demand Study is
2-3 months from completion."

2/25/77

5/4/77
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Reporting rate Action Taken Description Completion Date(Originally June 1978)

Preliminary SOW expected in
September.

Preliminary investigations into
past USPS research efforts in
the area of service-related
products commenced in August.

A Preliminary Schedule of Work
is now projected for early
December. The RFP is expected to
be delayed two months.

Classification Advisory Panels
met January 20, 1978, to discuss
the Preliminary Statement of Work.
Agreed at the meeting that the
Mail Classification Research
Division would solicit additional
comments from panel members and
mailers, causing the two month
delay.

A meeting with representatives
of the Mailer's Technical Advisory
Committee is scheduled for March 28.

A Revised Preliminary Statement of
Work (PSOW) will be prepared after
the meeting and distributed in early
April.

Delay of one month.

Delay of two months.

Delay of two months.

7/29/77

8/26/77

10-11/77

2/9/78

3/22/78

February 1980

April 1980

December 1979
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Reporting Date Action Taken Description Completion Date
(Originally June 1978)

5/12/78

7/5/78

7-9/78

10-12/78
1-2/79

Delay of five months.

Funding for this study was approved
by April. The SOW was sent to the
Office of Contracts which does not
expect to release the RFP before
June due to "an unusually heavy
workload."

The RPP was distributed in June.

Continued evaluation of the Study
proposals.

"Very little useful work can be
accomplished in this study until
certain preliminary oitputs of the
Peak Load Study are available."
The Service-Related Products Study
will be postponed by the same
amount(s) as the Peak Load Study.

An RFP will be issued in early
April.

The RFP was issued.

Proposals were received in response
to the RFP.

Evaluation of contractor proposals.

Evaluation of proposals continued, Delay of two months.
"but at a slower pace than expected."
Contract award expected to be made
in November.

September 1980

January 1981

March 1981

Delay of four months.3/30/79

4/30/79

5/31/79

6-7/79

8/31/79
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Reporting Date Action Taken Description Completion Date(Originally June 1978)

Evaluation of contractor proposals
continued.

Contract award now expected by the
end of January. Delay caused by a
.minor contractual problem."

Contract awarded in early January.
Contractor is still in progress
with Task 1.

Contractor has proceeded to Task 2.

Contractor has begun work on Task 3.
The Task 2 Report will be distributed
by the end of June.

Delay of two months.

9-10/79

11-12/79

1-2/80

3-4/80

5/30/80

May 1981
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POSTAL RATE COMMISSION
Washington, D.C. 20268

Simeon M Bright
COMMISSIONER June 20, 1980

The Honorable John 1. Glenn
Chairman, Subconaimcee on Energy,

Nuclear Proliferation and
Federal Servic-s

United States Se, ite
Washington, D.C. 20510

Dear Senator 01enn:

I hlnvu reviewed the responses of Chairman
Fritschler t. the questions which you forwarded to him
in your let-;:,:r of May 20, 1980. 1 am in complete agree-
ment with titrse responses. I do, however, have an addi-
tional commer. , on the responses to questions two (2) and
twelve (12) z.Ld the memorandum attached to the Chairman's
responses.

The responses to questions two and twelve deal
with data on postal operations -- how and when this Com-
mission can obtain such data from the Postal Service. The
attached memorandum is an example of the difficulty which
the Commission has experienced obtaining data on postal
operations. To place the responses and that memorandum in
perspective, it should be noted that on May 24, 1974 the
Postal Service, itself, proposed to sponsor extensive
studies, the fruit of which is the study program outlined
in the memorandum. The Commission on July 1, 1974, grate-
fully accepted the Postal Servi.ie's proposal. It is a sad
fact that the Postal Service has allowed a three-year delay
in its own study program. The oral testimony before your
Subcommittee on April 21, 1980, of the Chairman and me and
the Chairman's responses to the questions which you for-
warded should be read in light of this fact.

I appreciated the opportunity to testify before
your Subcommittee and to further respond to your questions.

Sincerely,
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Senator GLENN. Our next witnesses this morning will be Mr. Eugne
B. Dalton, president of the National League of Postmasters, Mr. Don-

ald N. Ledbetter, president of the National Association of Postal
Supervisors, and Mr. James Syers, president of the National Asso-
ciation of Postmasters of the United States. They will appear as a
panel.

TESTIMONY OF EUGENE B. DALTON, PRESIDENT, NATIONAL

LEAGUE OF POSTMASTIRS, DONALD N. LEDBETTER, PRESIDENT,
NATIONAL ASSOCIATION OF POSTAL SUPERVISORS, AND JAMES

SYERS, PRESIDENT, NATIONAL ASSOCIATION OF POSTMASTERS
OF THE UNITED STATES, A PANEL OF EXPERTS

Senator GLENN. Gentlemen, we appreciate your coming to this hear-
ing. Your name appeared first, Mr. Dalton, so perhaps you would
lead off for us this morning.

Mr. DALTON. Thank you very much, Mr. Chairman.
I am Eugene B. Dalton, president of the National League of

Postmasters.
Our organization represents 22,000 postmasters throughout this

Nation and approximately 50,000 other Federal employees who are
enrolled in our health benefit plan.

We welcome this opportunity to appear before your distinguished
committee for the purpose of giving our thoughts on Senate bill 2558.
We wish to commend you and your committee for taking appropriate
action on key issues that are so vitally important to our members and
to the American public.

The action taken by your committee and the Congress of the United
States will play a vital role in the future of the Postal Service.

Mr. Chairman, in the essence of time, I would like to just hit some
highlights and if you have any questions, I would be happy to answer
them.

Senator GLENN. Your entire statement will be included in the
record.

Mr. DALTON. Thank you very much.
First of all, and I guess most important to us is the proposal of the

administration for the cutback in appropriations for the Postal
Service.

We commend you, Mr. Chairman, and your committee for leaving the
$920 million subsidy as it now stands. The only problem is, we feel
that might n9t be even enough today faced with the rate of runaway
inflation, such as we have today.

We can applaud the President in his desire to curb inflation, but
we would also like for Congress to take into consideration the Postal
Service has been the initiator and has led in leadership to provide for
appropriate action to assist the administration in reducing our reliance
on Federal oil through energy conservation.

In addition to that we were the first Federal agency to not only
reduce our budget but to also increase our productivity and reduce
our work force through attrition only with no layoffs.

We feel that such credit for this be given to the Postmaster General
for his initiative in this action, but we also feel that it is unfair to
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have the ax fall upon us to slice the subsidy. Whenever we have set
the stage, so to speak, for the other agencies to make a sincere effort
to help out in this role.

Though, while we agree that all the Federal agencies play a very
vital role in the lives of the American public not one of them, Mr.
C',airman, touches the life of every American like the Postal Service.

We sincerely believe that if the subsidy is taken away as the admin-
istration anticipates it may do, and reduce 6-day delivery, it's only

oing to be the first step to eliminating even more than the 6-day
delivery.

We're witnessing right now, Mr. Chairman, in many areas of our
country, a great reductionn in window services out of our post offices
on Saturday or some other day through the week.

You have to remember that the business people are not going to
want to use our mail service while we could hurt the largest part of
our income which is derived from the large mailers or business people.

The Constitution provides that we shall provide an efficient mail
service with a maximum degree of service to the entire Nation. As long
as we are providing free rural delivery service, city delivery service,
then we're going to need that subsidy because there's no other way
we could pay our way.

For many years, the U.S. Postal Service has been the leader in the
entire world in communications. Without benefit of being able to enter
the electronic transfer of mail messages, we will no longer be the leader
in the communication field.

We are witnessing today other countries who have already, as you
stated earlier, either. you or Senator Stevens, put our technologies to
work in their countries and they're making it work.

I don't want to get into the disagreement between the agencies as to
who has the legitimate authority to provide whether or not we entai
into the electronic transfer of mail. I think, Mr. Chairman, this is
where the Congress of the United States is going to have to step in
and make some decisions in this matter.

Because the Postal Service has the outlets for providing to every
American, the opportunities to use the electronic transfer of mail
messages.

No other private carrier has the outlets the Postal Service has today;
therefore we feel that it would be unfair to the American public if the
Postal Service is denied an active role in the electronic transfer of mail.

With regard to your section in your bill with the Postal Rate Com-
mission and the Board of Governors, I think you will recall that the last
time it was my pleasure to testify before your distinguished commit-
tee, that our organization at that time agreed thut the Board of Gover-
nors should be abolished and the President should be appointed, I
mean the Postmaster General should be appointed by the President
with confirmation by the Senate.

We have not changed our position in this regard.
As far as the Postal Rate Commission is concerned, the FCC and

all the .*hers on the electronicc mail, we feel that like the old cliche says,
that sometime. too many cooks spoil broth. We would like to see some-
thing come out that the Postal Service could at least get around to on
an experimental basis, the electronic transfer of mail.

66-919 0 - 80 - 32
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We agree with almost all of your bill, Mr. Chairman, with the ex-
ception of, we do not feb! that the 5-year probation to eliminate any
former postal employee from serving on either of these boards is in the
best interest of the American public.

To go back in time to the last decade, we have witnessed the corporate
giants who were brought in from the outside to run the Postal Service.
I feel that is one reason we find ourselves in the position we do today.

I think it would be good, not only on the Board of Governors, but
also in the Postal Rate Commission if we had someone on those com-
mituees or on those commissions who had some prior knowledge of
the Postal Service.

While we agree that the public should be protected under the con-
sumer, we also feel that the Federal Government and the Postal Serv-
ice must be protected by having someone with this knowledge on those
boards.

So we would respectfully request the consideration that this 5-year
probation be eliminated from your bill.

Research and development. We commend your inclusion of the com-
prehensive program of research and development. We feel that this is
an area that has kind of fallen by the wayside. We realize we must have
a continued program on research and development if the Postal Serv-
ice is going to progress and provide the kind of service the Americans
desire.

On the protection of postal property. We wholeheartedly agree with
your section on that. Also with reduced postal rates.

In regards to the development of safety and health. We commend
you for your inclusion of the mandatory safety features in your bill.
We, however, do not feel you have gone deep enough in this area, be-
cause you were 1,ot aware of some of the things that were going on, Mr.
Chairman.

Deaths, injuries are readily measured by statistics. But no one has
bothered to secure statistics on our members who have suffered mental
illness, heart attacks, and disability retirement due to excessive stress,
harassment and mental injuries brought upon them. This has brought
about in the majority of the cases by the elimination of adequate cleri-
cal assistance in their offices, continued workload increases and cuts in
hours of these offices.

I did a little statistical information, just for your committee's infor-
mation within our own health benefit plan from our postmaster mem-
bers only. We receive an average of 10 claims daily in'terms of mental
disorders from our postmasters.

A far greater number of claims are received on heart attacks, Mr.
Chairman. Just a few short years ago, postmasters were made to retire
at the mandatory age of 70. Today, they are leaving the ranks of the
Postal Service as soon as thky reach age 55, if they have 30 years service.

This can be proven by the continual vacancies that we have existing
in our postmaster ranks. This type of illness, Mr. Chairman, as
stated earlier has not been given proper consideration in your bill,
or anyone else's OSHA bill.

While we concur that there should be a nationwide application
of OSHA, we would, however, ask that it be a national policy and
not be under State requirements. Because in our States we have a
lot of different versions of the OSHA requirements. We think it
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would be very confusing, Mr. Chairman and we'd like to see a na-
tional policy.

Mr. Chairman, I'd like to summarize and I'll be happy to respond
to any questions that you or the committee would ask.

Senator GLENN. Thank you Mr. Dalton. Mr.-Ledbetter, we wel-
come your testimony. Mr. Ledbetter is president of the National
Association of PostaI Supervisors.

Mr. Ledbetter.
Mr. LEDBETrER. Thank you, Mr. Chairman for this opportunity

to appear today and present testimony concerning H.R. 79, the
Postal Service Reorganization Act of 1979, your own legislative
measure, S. 2558, the Postal Service Act of 1980 and related postal
matters.

I represent here today, 35,000 postal supervisors who work in the
field service. I'm going to summarize as well as I can, Mr. Chairman
for the sake of time.

The postal supervisors' oversee the operations of the Postal Serv-
ice in the field. They do not formulate policy, but they have the
responsibility to carry out policy and to reflect the philosophy of top
postal management.

In this level, supervisors develop strong viewpoints concerning
U.S. Postal Service management. I will express some of these to
you today.

In the decade since postal reorganization, the concerned parties-
postal employees, postal management, mail users and the Congress-
have grappled with certain key issues which have evolved in the
evercontinuing examination of the Postal Service and how it serves,
or does not serve the public.

It is proper and necessary that the current postal legislation deal
with these central issues which we believe are as follows: One, the
so-called break-even concept as applied to the U.S. Postal Service
needs refuting once and for all. This entails definition and commit-
ment to public service aspects of the postal service and the public fund-.
ingof these public services.

Two, the Postal Service needs to be helped and not hindered in its
efforts to provide new and/or improved services and classification of
mail. This means streamlining the ratemaking procedures, liberalizing
mail classification procedures, and finally allowing the Postal Service
to progress with the rest of the world in the electronic mail field.

Three, the issue of accountability needs to be resolved. To whom is
top postal management held accountable, the Congress, this subcom-
mittee, the President, the public, the Board of Governors, or to no one?
The current Postmaster General is knowledgeable and effective, but
tle Postal Service's progression or regression must not rest on the
strength or weakness of one man's performance. There must be con-
tinuity of oversight and accountability.

Now left's examine the proposed legislative efforts to address these
issues.

The National Association of Postal Supervisors supported and still
supports the concepts embodied in H.R. 79 which passed by an over-
whelming margin in the House of Representatives last September.
The National Association of Postal Supervisors continues to press for
a progressive, accountable and adequately funded Postal Service.
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In this era of budgetmania, the Postal Service is threatened on each
of these fronts. The Postal Service cannot continue to be progressive
in the face of stymied regulatory efforts and mindless budget cutting.
In the face of the recent-House, Senate, and administration proposed
budget cuts, this Nation can forget progressive services pnd accounta-
bility, because the Postal Service will simply not be adequately funded.

In relation to our strong support of adequate public service funding,
the association strongly opposes the budget cuts that result in service
reductions such as the proposed move from 6 to 5 days of delivery.

Following a sure reduction in volume will come a corresponding re-
ductior in revenue, a reduction in jobs, and the vicious circle will
continue with further reductions in service.

We are extremely pleased to note that your own legislation, S. 2558,
recognizes the need for continued public service authorization.

As I understand it, this legislation would establish a permanent level
for the public service authorization of $920 million.

Certainly, we recognize the financial constraints which are the reality
of the day, but we urge the Congress to focus on the fact that the
Postal Service too, must live with the current rate of inflation.

Your proposed authorization level is a minimum level of funding
needed by the Postal Service.

Section 2 of your measure would switch the part of the Occupational
Safety and Health Act which applies to Postal Service from the Fed-
eral agency portion to the private sector portion. We have two obvious
problems with this.

We oppose civil or criminal fines against the Postal Service as an
institution or against individual supervisors or other eni-ployees for
any perceived safety shortcomings.

Civil or criminal fines against the Postal Service as an institution
would not penalize private shareholders, but would tax the postage-
buying public.

And, as I understand it, the act does not authorize penalties against
individual supervisory or other employees for safety failings. With
that, the question would surely be asked, how then are safety policies
to be enforced?

We answer with the most recent example of OSHA interaction with
the Postal Service in New Jersey.

OSHA has identified a number of serious safety violations at the
bulk mail facility there, in the aftermath of the tragic death of a postal
employee.

In reaction to OSHA citations, the Postal Service is moving quickly
to remedy the most threatening conditions, and is using every resource
to remedy all violations in a timely manner.

This cannot be accomplished overnight, but it is my understanding
that the Postal Service is placing an extremely heavy emphasis on
accomplishing the cleanup task in New Jersey and in all bulk mail
facilities.

This reaction and continuing action at the request of OSHA occurs
without monetary penalties.

Mr. Chairman, I digress at this point to answer remarks about the
safety record of the Postal Service. It is my understanding that in
testimony last week you were told that the Postal Service had an
accident rate four times that of any comparable industry.
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You were understandably shocked, and I was too. I did some check-
ing on m own and I found about what I had expected.

Thou the Postal Service wins no blue ribbons for its safety record
in comparison with others, the statistics furnished by the Bureau of
Labor Statistics do not bear out the quadruple shocker. In comparison
to other Federal agencies, the Postal Service neither has the worst, nor
the best accident rate. But our rate is lower than either TVA or the
Government Printing Office.

Figures compiled by OSHA on December 31, 1978, reflect an acci-
dent rate of 6.71 lost-work-day cases per 200,000 hours of exposure for
Postal Service and using the same measurement, the figure is 6.81 for
GPO and 7.21 for TVA.

Using OSHA statistics measuring all injuries reporting the ratings
of 10.30 for USPS, 24.01 for GPO, and 23.87 for TVA.

In comparison to a comparable industry, such as the trucking and
warehousing industry, BLS figures show industry with a rate of 9.3
lost-work-day cases for 200,000 hours of exposure while the Postal
Service, during the same period, has a rate of 6.7 lost-work-day cases
per 200,000 hours of exposure.

These figures are from BLS, November 1979. But even with these
figures in mind, I'll be the first to say that any comparison such as the
two I've just cited is a comparison of apples and oranges.

There are literally hundreds of different methods of reporting acci-
dents with statistics, and some are more reliable than others. I find it
very difficult to compare the Postal Service with other industries,
though I've tried for the sake of some comparison.

The Postal Service has the largest exposure to accidents of any oper-
ation, private or public, and we re thankful that not all accidents are
the result of dangerous or neglected in-house working conditions.
Fifteen percent of USPS accidents involve a motor vehicle on the
highways of this country.

El even percent of all USPS accidents involve an animal, most often
a dog.

Senator GLENN. Mr. Ledbetter, do you have a breakdown that would
show how many were actually in industrial situations, in other words,
in the post office, as opposed to what percent of the accidents are
carriers out on the route ?

Mr. LEUBETrER. No; but I think I could get it for the record, Mr.
Chairman.

Senator GLENN. That would be an interesting figure to have because
it's difficult, as you point out, to find a comparable industry. We asked
questions about that the other day, and I believe they were going to
try and get some figures for us. If you could furnish us some figures, I
would appreciate it.

Mr. LEDBETrER. I will certainly do that. We wanted to show that
they're not all in-house, as some witnesses have indicated.-TwentV-one
percent of the accidents are in-house involving material handling,
such as in lifting, pulling, or pushing cartons or hampers or bags o97
mail.

I offer this information, Mr. Chairman, and hope ths it will lend
some perspective to this question.

[The information follows:]
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NATIONAL ASSOCIATION OF POSTAL SUPERVISORS
National Headquarters

490 LENFANT PLAZA EAST, S.W., SUITE 3200
WASHINGTON, DC 20024

(202] 484-6070

Office of President
DONALD N. LEDBETTER May 6, 1980
BOX M54, L INFANT PLAZA
WASHINGTON, DC WOZ4

The Honorable John Glenn, Chairman
Subcommittee on Energy, Nuclear

Proliferation and Federal Services
Governmental Affairs Committee
United States Senate
Washington, DC 20510

Dear Mr. Chairman:

The following is in response to your request for information concerning
accidents or injuries "in industrial situations" as opposed to those
occurring outside an industrial setting.

Attached is a distribution of accidents by type, number and percent in
Fiscal Year 1978. This is accompanied by a more detailed description of
what constitutes each type of accident.

In attempting to present the most meaningful information to the Sub-
committee, we are faced with a definitional problem. For instance, the
Postal Service considers accidents or injuries occurring on a carrier
route as "industrial." And, in order to furnish the Subcommittee with
data reflecting accidents/injuries occurring "on-site" versus "off-
site," the Postal Service would need to go back to their computers in a
procedure that could take 30 to 60 days.

However, in the short run, we offe-r this information by type distri-
bution accompanied by an amplification of terms for your use. If
further information is desired, we will attempt to follow up in a more
detailed manner.

Sincerely yours,

Donald (Ledbetter
President

DNL:sls

Enclosure

Representing supervisors in the United States Postal Service
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USPS ACCIDENTS

DISTRIBUTION BY ACCIDENT TYPE

- FY 1978

Number Percent

Manual Handling - 17,458 21%

Falls 14,138 17%

Motor Vehicle 13,140 15%

Slips, Twists & Trips (No fall) 9,744 11%

Animals 9,062 11%

Striking Against 5,747 7%

All Other Types 15,289 18%

Total 84,578 100%
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UiSPS ACCIDBETS

Amplification of Terms

Manual Handling: Injuries in this category usually involve actions such as
lifting, reachng, pulling or pushing.

Falls: Involves falls on the same level (e.g. to the street, sidewalks or floor)
ortils from elevation (e.g. on stairs, from vehicles, chairs, docks, etc.)

Comment: Associated with falls is inattention or a fialure to
recognize a walking surface hazard. For example,
slippery sidewalk conditions, chipped or broken pavement,
debris, etc.

Motor Vehicle: Includes accidents in which injury or property damage resulted,
incident to the use of a motor vehicle.

Comment: Most vehicle accidents involve, as a contributing cause,
driver error either by one or both drivers involved.

Slips, Twists, and Trips: Similar to the "falls" type with the primary difference
bing that a fall does not result. Such accidents involve slipping and twisting,
tripping on or tripped by an object, or stepping in or on an object.

Comment: Causes of this type accident- parallels that of the "fall" type
in that a contributing factor is usually inattention or failure
to recognize a working surface hazard or a loss of balance.

Animals: Although this type accident involves all animals, including insects, the
i -jolty do involve dogs. Most dog related injuries are dog bites, while a small
percent occur as the employee attempts to retreat from a hostile dog.

Striking Against: Includes, in general, an accident in which a person in motion
strikes a stationary object or material.

Comment: Accidents of this type usually involve, as a contributing
cause, numontary inattention to one's immediate surroundings
while working or walking.

All others: This classification includes the following accident types:

1. Caught in, under, or between
2. Exposure to extreme temperature
3. Inhalation
4. Jumping to or from plact s
S. Contact with: electric current, chemical, hot or cold substances
6. Struck by material or objects
7. Violence
8. Fires
9. Not elsewhere classified

Additional remarks: The comments made under each accident type above do not
necessarily reflect the results of a causal analysis of each accident group, but do
represent accepted or recognized opinion or causes associated with similar type-
accidents in general.
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Mr. LmBmrrm. Sections 3 and 4, civil penalties and investigation.
We will not elaborate on these, but we do applaud the intent of the bill
to provide needed strength to the Postal Service in combating illegal
mail order schemes and failure to pay lawful postage.

On section 5, appropriations, again your recognition of the need for
congressional appropriations is most important. This section of your
legislation is perhaps the most important, yet it is also the most threat-
ened. I reemphasize our Association's support of this provision for an
adequate public service subsidy and I pledge to work with you to main-
tain at least this level of funding.

Sections 6 and 7 on mail classification and experiments. I will try to
speak briefly on those points.

My thrust is this, the Postal Rate Commission exists to promote an
effective postal system in the public interest.

It does not exist to protect private delivery interests above the in-
terests of the mail using public.

We point to the current debate over ECOM as an example, the Pos-
tal Service's ECOM proposal has been delayed forover 15 months. And
it appears that the Postal Rate Commission is intent on excluding the
Postal Service from effectively competing for telecommunications
business.

We appeal to you and your colleagues, Mr. Chairman, to help rather
than hinder the Postal Service in its efforts to remain a viable service in
the present and future.

As a final point, concerning the Postal Rate Commission, we sup-
port the apparent intent of section 9 to avoid any conflict of interest
concerning the Postal Rate Commission's budget.

Section 10 on qualification of Governors and Commissioners, Mr.
Chairman, we support your efforts to insure a more knowledgeable
and experienced Board of Governors by specifying certain areas of
qualification.

However, since my testimony was prepared, I had the opportunity
to witness the Governors in action before th6 House Post Office and
Civil Service Committee and Mr. Chairman, I was frankly so frus-
trated and disappointed in the four members of the Board of Gover-
nors that appeared before that committee, that I'm going back to our
previous recommendation and recommend that serious consideration be
given to eliminating the Board of Governors.

They are supposed to be overseeing the Postal Service, defending the
Postal Service, standing up for the Postal Service and with 17 Mezn-
bers of Congress on the panel in the House committee the other day,
without exception, they all spoke in opposition of the proposed cutback
in delivery service, but not one of the Governors spoke in opposition
of it.

They spoke for 2 hours about two studies that are going on and
finally the members of the panel evoked one definite commitment
against Saturday delivery and another Governor said that he felt that
there were many more matters of priority to our Government other
than Saturday delivery service from the Postal Service. This indicated
that they had their minds made up. Mr. Chairman, we're going to lose
a day of delivery and maybe a lot of the volume of our mail. Mean-
while, the very people that have been appointed by the President and
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confirmed by your committee to oversee and to operate the Postal
Service are going to stand by and see it die.

If the Board of Governors is to be continued, we would strongly
urge you to drop the 5-year waiting period that you propose before
any employee of the Postal Service can serve.

One of the problems to this point has been that the people on the
Board didn't really understand the Postal Service, they didn't really
understand Congress or the Government and we need people who do
understand on that Board if we're going to have an effective Board
of Governors.

I would like to add one final word, Mr. Chairman, about our current
efforts to resolve our association's pay disputes with top postal man-
agement.

Two years ago you urged me to attempt to resolve the debate over
arbitration rights for supervisors with Postmaster General Bolger.
As you no doubt know, at this very time, Mr. Bolger and I, and our
respective staffs, and staff members of your subcommittee are attempt-
ing to formulate compromise legislation which would address the pay
issues long in dispute.

We look forward to coming to you with this compromise and we
sincerely hope you will join with your colleagues on the committee
in examining and approving this legislative approach.

With these final remarks, I conclude my prepared statement. Again,
I thank you for your interest in these postal issues and I will be happy
to respond to any questions that you or any member of the subcommit-
tee may wish to address to me.

Senator GLENN. Thank you Mr. Ledbetter. Mr. James Syers, presi-
dent, National Association of Postmasters of the United States. -

Mr. SYERs. Mr. Chairman and members of the committee, I am Jim
Syers, postmaster of Sturgis, Ky., a small rural post office and I'm tem-
porarily on leave without pay to serve as president of the National
Association of Postmasters which represents approximately 27,000
active postmasters and 7,000 retired postmasters.

In the sake of time, Mr. Chairman, I know you have tremendous
demands and I would like to focus only on one section. Our complete
written statement will be made a part of the record.

We are here today to testify in broad support of the provisions of
the Postal Service Act of 1980 and comment on this one particular
provision.

Section 5, Public Service Authorization and the Annual Report.
Section 5, amending 39 U.S.C. 2401, recognizes the need to provide the
Postal Service with the fiscal base for mail service operations and
the research and development, and planning necessary to increase its
effectiveness.

The establishment of a fixed amount of core funding through re-
imbursement for public service costs at the level of $920 million an-
nually provides the basis for the Postal Service to strive to improve
the current level of service to all citizens of this Nation.

We commend the chairman for retaining the provisions of the re-
imbursement of the Postal Service "for public service costs incurred by
it in providing a maximum degree of effective and reg lar postal
service nationwide, including communities where post offices- may not
be deemed self-sustaining * * *." The retention of these provisions
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i'einforces the longstanding congressional commitment to provide uni-
versal postal service to rural areas and small communities. The rural
and small community post office is as important to a comprehensive
nationwide system as any other post office.

A very large portion of the citizens of this country depends on the
small rural post office as a means of communication to carry on
business.

In many areas of this country, the post office is the only place the
citizens have any contact with their Government, the only place
where the American flag flies in the community. Thank you for recog-
nizing that this should continue.

The authorization for the expenditure of an amount to carry out
a comprehensive program of research and development from the sums
authorized in 2401 (c) (1) to include methods of electronically sending
and delivering letters and other mail matter recognizes three impor-
tant elements: One, the means to fund a research and development
program; two, the establishment of such a program; and three, the
major role that electronic mail will pay in the Postal Service's future.

We believe it is essential that the Postal Service provide a national
network to manage both hard copy and electronic mail delivery serv-
ice which will first be universal and provide privacy and security of
the mail at a reasonable and uniform rate.

This can only be assured by a nationwide, federally regulated sys-
tem such as that of the U.S. Postal Service.

The Postal Service must be permitted to provide the services in an
efficient manner directly to its customers, thereby enabling it to es-
tablish and manage a truly universal electronic mail service.

The application of electronic technology in the field of communica-
tions is merely another necessary step to provide service to the public
at reasonable costs to insure a healthy and solvent postal service.

We foresee this section as providing the impetus to such develop-
ment and are pleased to support the provisions of this subsection.

As I stated, Mr. Chairman, I wanted to be brief. I would like to
focus in, you have the testimony and broad support of your bill and
I would be more than happy to try and answer any questions that you
might have.

Senator GLENN. Thank you very much, Mr. Syers.
Mr. Dalton you favor abolishing the Board of Governors, Mr.

Ledbetter, you favored abolishing the Board of Governors and direct
Presidential appointment. Mr. Syers, what are your views?

Mr. SYERS. Mr. Chairman, we have. testified in the past on the Presi-
dential appointed Postmaster General, both in H.R. 79, and H.R. 7700.
At this time I feel there are more important matters at hand and that
we should concentrate all our efforts on saving the appropriation.

Under the present leadership, I am much in agreement with the
theories and practices and the knowledge and expertise set forth
by our present Postmaster General, but there may be a time in the
future when we would need to concentrate on that area. Presently,
I think we're being led in a most efficient manner.

Senator GLENN. Mr. Dalton, why do you think we need to abolish
the Board of Governors?

Mr. DALTON. Mr. Chairman, Mr. Ledbetter covered-



502

Senator GI.NN. What advantages would there be with a direct
appointment, is what I'm asking?

Mr. DAvTON. Mr. Ledbetter covered the basic part of the elimina-
tion of the Board of Governors. But if we are to have an appropriation
cut, I feel, Mr. Chairman, there are other areas, this being one of
them that we could save a lot of morey, in fact we could save as much
money as the elimination of 6-day delivery as my testimony will bear
out, if we-struck out some of the middle layers of management, which
tends to be only confusing in many cases, in our Postal Service today.

The direct appointment by the President, would once restore to the
status of a Cabinet member of the Postal Service and I'll go even one
step further than that. I personally feel that the Congress of the
United States, is very well learned and adequate to establish rates, to
establish whether or not the Postal Service should enter into certain
classifications of mail.

I think there are several commissions that have been established
that could be eliminated to save a world of cost.

Senator GLENN. I'm not sure I agree with you completely that the
Congress is more capable of setting proper rates. We might be able to
do some of thi things that the Board of Governors is charged with
doing. But the Rate Commission would be more difficult.

It's a very complex thing. People who are working at it full time,
day in and day out, year round, are finding it almost beyond their
ability to come up with attributable costs. I find it hard to believe
that we could do that same thing, with more efficiency with staff that
we have here on the Hill.

Mr. DALTON. Mr. Chairman, if I might interject here, the Rate
Commission, I believe it has been proposed they be under separate
budget. Looking at the Postal Service budget at this point and time,
and in addition to this I feel that for far too long, that since the es-
tablishment of the quasi-government corporation, Congress has not
taken an active hand in controlling the past administrations of the
Postal Service and I concur with my colleagues that I think the pres-
ent leadership of the Postal Service is excellent, but I can still re-
member the days when we did not have Mr. Bolger at the helm.

Senator GLEN. Do you look at the abolishment of the Board of
Governors mainly as a cost saving mechanism?

Mr. DALTON. Well, sir, not only as a cost saving mechanism, but also
as, I think here again we have a bureaucracy of redtape where many
times as it was pointed out in Mr. Ledbetter's statement that when-
ever they are called up before the different committees, that they are
unable to answer any questions because they don't have the knowledge
of the Postal Service and its workings.

These people are profit oriented, not service oriented.
Senator GLENN. You represent the postmasters of the country.

Would you favor Presidential appointment of individual postmasters?
Mr. DALTON. Mr. Chairman, I speak for Eugene B. Dalton, and not

for my organization in response to your question. Yes, sir.
Senator GLENN. You would repoliticize the Postal Service, then,

from your personal viewpoint?
Mr. DALTON. That is my personal viewpoint, only.
Senator GLENN. From top to bottom?
Mr. DALTON. Yes, sir.
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Senator GLENN. Does the organization go along with that?Mr. DALTON. That I cannot answer because I have not had an oppor-

tunity to poll my organization. And I do not speak for it.
Senator GLENx. How about you there, Mr. Ledbetter.
Mr. LFz=Trr_. Well, we're very much opposed to the Presidential

appointment of postmasters, we believe these should be appointed
through the career service on a merit basis.

Senator GLENN. But you do favor the Postmaster General being ap-
pointed by the President I

Mr. LwDBerrFL The Postmaster General, yes.
Senator GLENN. Where I've come aground everytime I've askedthese questions at hearings, is how far down you politicize the Postal

Service. A Postmaster General without some authority to put his own
people in at some level down from his is going to be the most frus-
trated gentleman in history.

He's going to be issuing orders, trying to be responsive to whathe sees are the needs and what the President says are the needs. But
unless the people under him on certain levels who have management
authority are in full harmony with him, working toward his goals,
then he's going to be frustrated.

Accountability will be lacking.
Mr. LEDBETrER. Well, it shouldn't go very far down, in my opinion.

I never could understand why someone in the White House is con-cerned about who is going to be a substitute letter carrier in West
Helena, Ark. We used to have cases like that.

No promotion of any employee could be made anywhere withoutclearance and we're against that and have always been against it.
We continue to oppose it, and'I see no reason why it follows that ifthe President appoints the Postmaster General, then he's got to ap-

point a supervisor in Ohio or Tennessee.
Senator GLENN. Well, no, but v ou have to give the Postmaster Gen-eral some authority to put his own team in place. If you're going to

repoliticize the Postal Service and do away with the Board of Gov-
ernors, supposedly to make it more-responsive to the needs of the peo-ple, which is always the statement that comes out when we talk about
a political appointment, then it seems to me that you'd have to takethis a distance below the PMG, making a political hierachy of some
kind.

What would you favor?
Mr. LEDBMTER. The move to go to career appointment of postmasters

started a year before the Postal Reorganization Act was enacted into
law. And I don't see any reason why, if the Postmaster General isappointed by the President, he can't be in favor of merit promotions,
the same as if he was appointed by the Board of Governors.

Senator GLENN. What is the advantage then as you see it in going
with a politically appointed PMG.

Mr. LEDBErER. You've got a Board of Governors, which has no real
value to the Postal Service, Mr. Chairman. The Governors admitted itthe other day, when they said they hadn't even had time to meet onthis burning question right now about the cutback in days of delivery.

The Congress is ready to act, the Budget Committees are ready toact, and they don't know where they stand on the issue. They're
unnecessary.
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But I'll tell you one thing, Mr. Chairman and I assume that the
legislation will propose that they be discontinued. I think it's kind
of ridiculous to pay them $10,000. That's what they received in 1970-71
and there's been no change.

Anybody else, that gets any compensation for anything, would be
getting double that by now.

Senator GLENN. Are you proposing that we double their salaries?
Mr. LEDBETrER. I think if they're going to stay, their salaries ought

to be doubled, at least they ought to receive something more reasonable.
Senator GLENN. Would you make the Postmaster General's appoint-

ment change with the administration? When we appoint a new Presi-
dent, should we appoint a new Postmaster Generall

Mr. LFmBErrER. No, I wouldn't recommend that.
Senator GLENN. All right, I find it a little difficult to see how he'd

be politically responsible to the will of the peope and the President
and what the President might want, if a new President didn't have
authority to remove a Postmaster General when he came in.

Mr. LEDBETER Well, I understand what you're talking about. I've
lived through several changes and I've seen the whole top staff cleaned
out on January 20, on two or three occasions.

Senator GLENN. Would you make a Postmaster General's appoint-
ment 5 years, 7 years, or 3 years? That can be done intentionally, as we
have on some boards and commissions.

Mr. LEDBETTER. It would provide some insulation from being
strictly a political job.

Senator GLENN. You started to say something, Mr. Syers, just a
moment ago.

Mr. Snms. Mr. Chairman I'd just like to comment here. You asked
the other two gentlemen how they felt on the political appointment
of postmasters. As far as the Presidential appointment of postmasters
is concerned, I would like to state that I'm very much opposed to it
and the National Association of Postmasters is very much opposed to
returning to the political appointment of postmasters.

We favored the upward mobility that's now in effect.
Senator GLENN. Would you still appoint the Postmaster General

with a Board of Governors?
Mr. SYERS. As I stated before, I'm very much in harmony with our

present Postmaster General, and I feel like we're diversifying our
efforts in too many areas at this point.

My main concern is the appropriation, the public subsidy appro-
priation which you have provided for in your bill of the $920 million.

The Board of Governors have disappointed me recently, to say the
least.

Senator GLENN. Mr. Dalton, you say in your statement that in your
opinion, the Postal Rate Commission has overstepped its authority.
Could you provide the subcommittee with examples of just how you
feel the Commission has exceeded its mandate?

Mr. DALTON. My understanding, Mr. Chairman, is that the Postal
Rate Commission was established to establish rates, to handle hear-
ings so that the general public and consumers would have or be pro-
tection for them.

Some cases we've found where they are actually establishing policy
for the Postal Service. One of them, not necessarily establishing pol-
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icy for ECOM, but has helped to tie it up in all this litigation be-
tween the different agencies.

I just feel that their role is ratemaking and not policymaking. I
think that should be, as long as we have a Board of Governors, that
the Postmaster General and the Board of Governors do it with the
consent of Congress.

Senator GLENN. Do you feel there is danger to the private express
statutes?

Mr. DALTON. Very definitely. We've already seen a sly crack in the
private express statute and the law provides that any service that the
Postal Service cannot provide or will not provide, opens it up to the
private enterprise.

If we're not providing delivery on Saturday, to those people that
need it, then the private enterprise is going to step in and take over the
cream of the crop. But the rural areas are still going to be left without
any delivery. Because this is not a profitmaking thing.

SenatorGLENN. There have been four major surveys conducted since
1976, indicating that the majority of the people in the country feel
that 5-day mail delivery would be acceptable as a means to holding
down costs.

One survey found that one in five households, 20 percent believed
that Saturday delivery was really necessary. Another survey, mainly
on business, found that a much larger portion of business would do
without Saturday delivery in the interest of the economy.

Do you have any other information that would dispute or counter
those conclusions?

Mr. DALTON. I would be very interested to know where the polls
were taken, Mr. Chairman.

If you're going into your metropolitan areas where the newspapers
are delivered by carrier, or such things of that nature, I would cer-
tainly understand why these people would not object.

You have many areas in the rural areas, such as the area where I'm
from. Where they get market reports and everything else go right out
by the rural carriers you know, and the daily papers and all of this.

I think if you polled those people you'd find 100 percent would not
be in favor of it. I never did rely too much on polls anyway.

Senator GLENN. We will furnish yon that information on where ths
four surveys were conducted. We didn't bring it with us this morning.

Mr. DALTON. I would be very appreciative, Mr. Chairman. I'd just
like to clear up one other thing that there was a little disagreement
upon.

Going back to the appointments. We're witnessing in our own
organization today and it's the same one that Mr. Syers represents,
whether we want to admit it or not, we have a political appointment
of postmasters today, it is just not done by the President and the
Senate, Mr. Chairman.

The MSC managers are appointing all postmasters up through a
level 15. The ones above that go before a selection board and the final
decision rests with Mr. Bolger, of course. But in the other areas, all
they have to do is take a look at some of the lists, postmasters are not
getting the opportunity to promote themselves to higher offices.

And we have found the evidence where the people within that
section, Senator, be in favor. In my opinion, we swap one type of
politics for another.
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Senator GLEN. Well, you're always going to have internal politics.
Mr. DALTOrN. That is correct.
Senator GLENN. But I would presume that this is not Republican-

and Democratic-type politics, or is it?
Mr. DALToN. No; I don't think that enters into the postmaster ranks

as much as in the higher echelon of the Postal Service. But I might
remind you Mr. Chairman, as IPm sure you're already aware, we have
a Postmaster General on board today, that's of the opposite party of
the administration and he hasn't lo is ob.

I feel that any President, as long as the man was doing a good job,
would be interested in keeping that person in the job because as Mr.
Carter expressed to me personally, he didn't want the headaches of the
Postal Service.

Senator GLrxw. Well I think in this particular situation that's true,
but it might not be true with every President who might be elected.

In the past, we've seen some rather wholesale nonvoluntary depar-
tures-

Mr. DALToN. We still have them, Mr. Chairman.
Senator GLENN. To put it delicately, they got fired because they just

happened to be in the wrong political party. I don't want to see us
return to that particular situation. If we did away with the Board
of Governors and went to direct appointment, on an oddball year
basis, that might take care of some ofthose difficulties, it's true. Some
of the rest of you were going to comment on 5-day delivery.

Mr. LEDBmT. I wanted to comment on the polls. Members of the
House committee, last Thursday when the Governors appeared before
them said without exception that all of their polls showed that the
public does want to retain 6-day delivery.

Senator GLENx. They want it. But where the option was presented
in terms of willingness to go to 5-day delivery if it could save a sub-
stantial amount of money in the Postal Service and save tax money,
I think the outcome was different.

Four studies have been done since 1976. I'll be glad to furnish you
with copies.

Mr. LzDBrmR. You can word a question in such a way as to get
the answer you want.

Senator GtENN. That's exactly right. So I would appreciate your
comments on these surveys.

Mr. Syrms. Mr. Chairman, may I cite a personal experience, I stated
before I'm from a small rural office and on Saturdays and holidays
when deliveries are automatically suspended we do receive mail in the
post office.

We have had occasions in the past, not recently where this mail was
cased for the rural routes. There would be approximately 50 percent
in many instances of the customers served, when rural delivery did
not take place, or when the city delivery was not taking place, the
customers would call me or call at the office to see if anyone was going
to be available to pass that mail out to them out the back door.

We talk about a possible savings of energy. You know one person
serves an entire rural route. One small vehicle would serve a city de-
livery route. We would generate energies from 50 to 150 people to
cor in to pick their mail up.
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This is a vital service, this is where they are receiving information
from their Government, from their Senators and from their Con-
gressmen. I'm greatly concerned about any reduction in delivery.

Senator GLENN. I m concerned about it too. We have some tough
budget decisions that have to be made and this is obviously one of
them.

I come from a small town too. I know that people back there still get
the papers and the ads on Saturday morning, and go to town a lot of
times to do their shopping on Saturday afternoon.

They still live the way they did back when I was a kid, back more
years ago than I like to remember these days. They still operate that
way and depend on those ads for knowing where to go and the coupons
for what to buy. To the rural people, its a very important factor in
their lives.

It is more than just the inconvenience of getting no mail on Satur-
day. It's a factor in how people plan their lives and how they do their
work. -

It goes beyond little preferences that some urban dwellers tend to
put on 5-day mail delivery.

Mr. Sy mi. You know Senator, one other thing, sir, to the best of my
knowledge, we're the only public related agency that operated this year

with a cheaper public subsidy fund than we didl. A year.
We're the only agency or associated agency which is projected to

operate because of Public Law 91-375 with less moneys next year than
we are this year.

I think we're within the law as it was intended and it seems to me
the 're taking picks on the Postal Service.

SenatorGixNN. We're going to have to end here shortly because
were going way over our time, and I have another appointment I'm
already late for right now.

Mr. LFDBETrER. Mr. Chairman, could I just say that we feel very
strongly about this danger of losing the monopoly, if a day, any day
of delivery is eliminated.

It's going to follow that others will be allowed to deliver mail that
day and it's going to damage the Postal Service, in a way in which we
may never recover.

Senator GLENN. We want to go into this at some length with the
Postal Service as to what their estimates are of the business loss and
whether this will be taken up by others or not.

Let me comment on the $920 million. That's no magic figure, as far
as We're concerned. We just put it where it started out back some
years ago. It was sort of a tide-over budget figure.

It was supposed to give us subsidy while the Postal Service got on
its feet and became self-sufficient and then it was to phase down year
by year and phase out. And away we went. -

That obviously has not proven possible, without putting rates up
to an intolerably high level or one that would drive people away from
the Postal Service.

So the $920 million figure we felt was the least we could do this year
to put it back with the tremendously increased cost, which the Postal
Service has shared along with everything else in our economy.

Still I hope, after all this time, we can get some idea of attributable
cost, one of these days. Then we'll have a better basis for deciding

66-919 0 - 80 - 33
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whether that permanent subsidy figure of $920 million is adequate,
whether it needs to go up by an inflation rate of x amount each year,
or be reconsidered each year.

At least we'll know what we're doing at that time because our $920
million figures, and I'll be quite honest with you that the $920 million
figure is pulled right out of the blue sky.

It's nothing magic. We don't know what the money's going for.
It's just a general subsidy figure right now for the Postal Service.

Well that's fine, I'm happy to go ahead and propose that now, but
it's intolerable to me that we go into the indefinite future with no
better handle on where the money is going. I don't think the Congressis going to accept that much longer.

What we provide here in the legislation, of course, is at least there
will be an accounting back of what it was spent for the previous year.

Surely we can do that. We even" had some objection the other day
though as to whether we should even be trying to make that sort of
accountability.

We should have that kind of accountability, even if we don't know
in advance what they're going to need it for or what areas are going
to need propping up that particular year.

But they can' even tell us what it was spent for, it would be the only
function in Government that I know of where we float nearly a billion
dollars and don't require somebody to tell us specifically what it was
used for. So I'm sure we're going to have at least that kind of
accountability.

I just wanted to eemphasize that the $920 million is not any magic
figure that we come up with by accounting and saying that this is
needed for a certain purpose here and x amount is going for this func-
tion and a certain amount for another function.

We just returned the $920 million into this bill because that was the
figure we started out with. And we hope to get good enough figures
one of these days so we can alter the amounts as the Congress decides
what is really needed to support the Postal Service, without driving
rates so high that we drive customers away.

Gentlemen I appreciate your being here.
Thank you very much.
[The prepared statements of Mr. Dalton, Mr. Ledbetter, and Mr.

Syers follow:]
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TESTIMONY OF

EUGENE B. DALTON, PRESIDENT
NATIONAL LEAGUE OF POSTMASTERS OF THE UNITED STATES

BEFORE

THE CCUMITTEE ON GOVERNMENTAL AFFAIRS
SUBCCWTTEE ON ENERGY, NUCLEAR
PROLIFERATION AND FEDERAL SERVICES

APRIL 21, 1980

Mr. Chairman and Members of the Committee:

I Pm Eugene B. Dalton, President of the National League of

Postmasters. Our organization represents 22,000 Postmasters throughout

this Nation and approximately 50,000 other Federal employees enrolled

in our Postmasters Benefit Health Plan. We welcome this opportunity

to appear before your distinguished Committee for the purpose of giving

our thoughts on Senate Bill 2558. We wish to commend you and your

Committee for taking appropriate action on key issues that are so vitally

important to our members and the American public. The action taken by

your Committee and the Congress of the United States will play a vital

role in the future of the Postal Service.

The first issue we wish to address is the proposed elimination

of the appropriations now provided by Congress for services rendered by

the United States Postal Service. While our organization supports the

President in his desire to curb run-away inflation which every American is

faced with today, we cannot, however, condone appropriation cutbacks which

will jeopardize an adquate mail service to the American public. The Postal

Service, under the Directorship of Postmaster General William F. Bolger,

was the first federal agency to initiate plans for reduction in energy
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consumption, increased productivity, and reduction in our work force

through attrition. We have provided leadership for the other federal

agencies to take approriate action to assist the administration in

reducing our reliance on foreign oil through energy conservation.

ten the administration proposed reduction in expenditures for the purpose

of balancing the budget, no consideration was given the United States Postal

Service for its former actions. We resent the slashing away of appropriations

that are necessary to maintain a viable.Postal Service. We feel this is

unjust as we had already begun a program of work to bring our house in

order to serve in every possible way without eliminating the maximum

degree of service provided for under the Postal Reorganization Act. The

Postal Service down through the years has become a favorite whipping boy for

every administration and is always first to be called upon in appropriation

cuts. While all federal agencies play a vital role in the lives of everyone,

not one touches the life of every American as that of the Postal Service.

We strongly feel the American public is entitled to the best Postal Service

possible for the tax dollars invested by them. While we concur that in eome

areas a reduction in delivery will not be harmful to some users of our

service, it will be very detrimental to the large majority of urban and

rural communities. We feel the time has come when appropriate priorities

must be established by Congress and the Postal Service which will once

again restore service to the American people. Postmaster General Bolger

has stated in previous statements that in the event the appropriation is

eliminated he would have no choice except to reduce delivery from six

to five days. In our opinion there are other alternatives which can be

used to reduce expenditures of the Postal Service that would not bave

the adverse effect on our customers as a reduction in delivery.
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- The elimination of some of the present layers of management,

unneeded reports, excessive travel by survey teams and elimination of

the Board of Governors would result in savings far more than the reduction

in delivery services. Our organization supported previous legislation

proposed by the House which would eliminate the Postal Board of Governors

and provide for the appointment of the Postmaster General by the President

with confirmation by the Senate. We have not changed our position on this

matter. We also feel that Congress should play a more important role in

the decisions involving rate making and granting authority to the Postal

Serivce to enter the field of electronic mail. With the authorization

by Congress the Postal Service can proceed in the field of electronic

mail thereby creating substantial savings in the movement of messages

which would result in the final analysis of reduced postal rates to

our customers. The conflict that exists today between the Postal Service,

Postal Rate Commission and Federal Communications Commission should be

resolved immediately by the Congress of the United States.

For many yars the United States Postal Service has been the leader

in the entire world in communications. Without benefit of being able to enter

in the electronic transfer of mail messages we will no longer be the

leader in the communications field. In Europe, systems like Prestel,

View Data and Cable T.V. are already operational and provide service

directly to home and office. In several areas of our country today,

paymentsfor goods are being transferred via electronic procedures

directly from the department store to the banking institutions. We have

already lost the lucrative parcel post business to a competitor and if

denied our rightful role in the electronic industry we will find ourselves
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in a position of serving only the areas of our country which are

undesirable to the cream skimmers. These conditions would necessitate

even more appropriations than presently called for in your bill to fulfill

the requirement of providing a maximum degree of effective mail service

to the American public.

We urge you Mr. Chairman and your Committee to proceed with all

haste to pass legislation which will not only provide the $920 million

in your bill but will also provide for additional funding upon appropriate

presentation by the Postal Service for additional funds. We also urge

consideration ber given by -the Appropriations Committee to the additional -

services provided for by the Postal Service for other governmental agencies.

Cut Backs in Delivery

With the proposed elimination of six day delivery several adverse

effects will be brought about. First and fcremost it will have a tendency

to widen thr rack already created in the private express statutes.

Under present law, private firms are authorized to deliver any type

service the Postal Service cannot or will not provide to the American

public. An extreme hardship will be placed upon our customers in rural

areas by denying them their newspapers, market reports and other vital

information for the proper operation of their businesses. The lucrative

business will be taken over by the enterpreneurs who are presently

skimming the cream of the crop at a much higher rate to our customers.

History has taught those of us in the Postal Service that once a service

cut has been made it has never been restored. We already experience many

of our post offices not providing appropriate window service cn Saturday
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to accommodate our customers. The reduction in delivery actually would

result in a tendency to accumulate all mail over the weekend whih would

only result in excessive overtime and additional personnel on Monday.

While it has not been established that Saturday would be the day to

eliminate delivery, more than likely this is the day that would be chosen.

When the majority of federal holidays are observed on Monday this would

create an even greater hardship on Tuesday. After careful study and

consideration it is our opinion that no productive savings could be

realized just by eliminating six day delivery.

Postal Rate Commission

While we concur with the general synopsis in this portion of

your bill we do feel, however, that more emphasis should be placed on

the role of rate making by the Commission and not to establish policy

for the Postal Service. If you will permit me to use the old cliche

that "...too many cooks spoil the broth..." this is certainly the position

we find ourselves in with the jurisdiction of the different agencies

involved. While we feel the Postal Rate Commission has an important role

as a consumer protection agency, we do feel, however, in some instances

they have overstepped their authority. Policies should be made by

the Postal Service with the consent of Congress.

We do disagree, however, Mr. Chairman,with the provision of

your bill which prohibits a former employee of the United States Postal

Serviaefrom serving on the Postal Rate Commission for a period of five years.

If the Board -r Governors is to be retained, we have the same reservation

in regards to the selection of the Governors. Experience over the past
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decade has taught us that bringing people in from the outside sector

has in many cases proven to be very detrimental to the operation of the

Postal Service. tile we feel both the Postal Rate Commission and the Board

of Governors should have some members from the private sector to

represent our coAsumers we also feel it mandatory that people who have

knowledge of the inner workings of the Postal Service be placed in

decision making positions in order to balance the picture. Under the

leadership of former corporate giants we witnessed the beginning of

the demise of the Postal Service. Only after theBoard of Governors

had the wisdom and foresight to bring to the Board a career Postal

employee, did the trend to abolish the Postal Sqrvice change its course.

Under the leadership of Mr. Bolger's predecessor the Postal Service

was on a run away course for destruction. In the majority of cases,

the persons who have been chosen in former years to serve ir, these

important positions were profit oriented rather than service oriented.

The Postal Service is not and was never intended to be a profit making

organization but its sole responsibility was to provide the best possible

service at an efficient cost to the American public. Therefore, we

respectfully request consideration that the five 'year prohibition be

eliminated and former Postal employees be eligible to serve.

Researob and Development

We commend your inclusion of a comprehensive program of Research and

Development. We must at all times keep abreast of the needs of our

times. This program cannot be overemphasized. New ways must be

explored continuously to upgrade our service'to .the American public and

increase productivity.
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Protection of Postal Property

We commend you on addressing this issue and heartily endorse

this entire section as written.

Reduce Postal Rates

We further commend you on the clarification of the so called

library rate. This has been a much abused rate and in the past has not

given the proper subsidy to those people for which it was originally

intended, namely our schools and libraries. Instructions issued in the

past have been unclear and very confusing to the American public.

Office of Safety and Health Act (OSHA)

Mr. Chairman we commend your Committee for including mandatory

safety features in your bill. While we heartily endorse all provisions

of this section we feel, however, that some areas have been overlooked.

Injuries and deaths to Postal employees can be readily measured by

statistics. No one has bothered to secure statistics on our members

who have suffered mental illness, heart attacks, and disability retirement

due to the excessive stress, harassment and mental injuries brought upon

them. The majority ox these cases have been brought about due to the

elimination of adequate clerical assistance in their offices, unnecessary

paper work and constant demands for higher productivity without regards

to the number of hours required to perform these services. For your

committees information, we have made an investigation as to the number

of claims for mental disorders from our membership that are insured by

our health benefit plan. We receive an average of ten claims daily in

terms of mental disorders. A far greater number of claims are being
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received from victims suffering heart attacks. Only a few years ago,

Postmasters were made to retire at the mandatory age of 70. Today,

Postmasters are retiring at the earliest possible age. This is easily

proven by the continuing number of vacancies that exist in our

Postmaster ranks. Since Postmasters have no collective bargaining or

arbitration we become the victims of excessive hours. The Office

of Compensation has such a backlog on disability retirement that

they have started making partial payments until a person's true

compensation can be established. We have cases where Postmasters

who retire under disability have had to wait six to eight months before

receiving any type of payment. This type of illness, Mr. Chairman, as

stated earlier, has not been given proper consideration in your bill.

We respectfully request the Postal Service be required to produce

these statistics along with the injuries and deaths in their annual

report. We feel that a nationwide application of OSHA should be the

policy the Postal Service must operate under, not state requirements.

In summary, Mr. Chairman, permit me to express to you and your

distinguished Committee our sincere appreciation for affording us the

opportunity to appear before you today. I will be happy to respond to any

questions you or your Committee may have.
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STATB.E 'T OF DONALD N. LEDBETTER

PRESIDEVrr, NATIONAL ASSOCIATION OF POSTAL SUPERVISORS

BEFORE THE SENATE SUBOWIITTEE ON

ENERGY, NUCLEAR PROLIFERATION AND FEDERAL SERVICES

HEARINGS ON H.R. 79, S. 2558, AND RELATED POSTAL MLTTERS

April 21, 1980

Mr. Chairman and Nmers of the Subcomittee:

I am Donald N. Ledbetter, President of the National Association of Postal

Supervisors. Thank you for this opportunity to appear today and present testi-

mony concerning H.R. 79, the Postal Service Reorganization Act of 1979, your

legislative measure--S. 25S8, the Postal Service Act of 1980, and other related

postal matters. As I express my views today on vital postal issues, I speak on

behalf of 35,000 postal supervisors and other managerial employees who are

members of our Association. The Association has members in all fifty states and

possessions, and they are employed in post offices, sectional centers, district

offices, branches, stations, Motor vehicle facilities, maintenance units,

airport facilities, bulk mail centers and all mail-handling installations of the

U.S. Postal Service.

Simply stated, postal supervisors oversee the operations of the U.S. Postal

Service. These employees do not formulate postal policy, but the responsibility

lies with them to carry out policy and to reflect the philosophy of top postal

management. However, in this pivotal role, postal supervisors develop strong

viewpoints concerning USPS management. I will express some of these to you

today.

In the decade since the Postal Reorganization Act was passed, the concerned

parties--postal employees, postal management, mail users and the Congress--have

grappled with certain key issues which have evolved in the ever-continuing
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examination of the Postal Service and how it serves, or does not serve, the

public. It is proper and necessary that current postal legislation deal with

these central issues which we believe are as follows:

*The so-called break-even concept as applied to the U.S. Postal

Service needs refuting once and for all. This entails definition

and commitment to "public service" aspects of the Postal Service,

and public funding of these public services.

*The Postal Service needs to be helped, not hindered, in its efforts

to provide new and/or improved services and classifications of mail.

This means streamlining rate-making procedures, liberalizing mail

classification procedures, and finally allowing the Postal Service

to progress with the rest of the world in the electronic mail field.

*The issue of accountability needs to be resolved. To whom is top

postal management held accountable ... the Congress, this Subcomittee,

the President, the Public, the Board of Governors, or to no one?

Our current Postmaster General is knowledgeable and effective, but

the U.S. Postal Service's progression or regression mast not rest

on the strength or weakness of one man's performance. There must be

continuity of oversight and accountability.

Now, let's examine the proposed legislative efforts to address these issues.

H.R. 79

The National Association of Postal Supervisors supported and still supports

the concepts embodied in H.R. 79 which passed by an overwhelming margin in the
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House of Representatives last September 7. The measure provided for slight

increases in public service subsidies to the Postal Service thus denying the

"break-even" concept. And the bill recognized the importance of improved postal

services and top management accountability. As in addendum to today's testimony,

I offer my extended comments on H.R. 79 which were presented in March, 1979.

But in the interest of brevity, it is sufficient to say that the National

Association of Postal Supervisors continues to press for a progressive, account-

able and adequately funded Postal Service.

Unfortunately, in this era of budgetmania, the Postal Service is threatened

on each of these fronts. The Postal Service cannot continue to be progressive

in the face of stymied regulatory efforts and mindless budget-cuttlng. In the

face of the recent House, Senate and Administration proposed budget cuts, this

nation can forget progressive services and accountability, because the Service

will simply not be adequately funded.

In relation to our strong support of adequate public service funding, the

National Association of Postal Supervisors strongly opposes budget cuts that

result in service reductions such as the proposed move fro six to five days of

delivery. Inadequate funding and ill-conceived budget cuts will begin the

dismantling of the nation's mail delivery network which has served all citizens

equally for two hundred years. Following a sure reduction in volume will come a

corresponding reduction in revenue, a reduction in jobs, and the vicious circle

will continue with further reductions in service.

S. 2558 - POSTAL SERVICE ACT OF 1980

We are extremely pleased to note that your own legislation, S. 2558, recog-

nizes the need for continued public service authorization. As I understand it,
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your legislation would establish a permanent level for the public service

authorization at $920 million. Certainly, we recognize the financial constraints

which are the reality of the day, but we urge the Congress to focus on the fact

that the Postal Service, too, must live with the current rate of inflation.

Your proposed authorization level is a miniau level of funding needed by the

Postal Service.

Section 2 - Occupational Safety and Health - Section 2 of your measure

would switch the part of the Occupational Safety and Health Act which applies to

the Postal Service from the Federal agency portion to the private sector portion.

We have two obvious problems with this.

We oppose civil or criminal fines against the Postal Service as an institution

or against individual supervisory or other erqjloyees for any perceived safety

shortcomings. Civil or criminal fines against the Postal Service as an institution

would not penalize private shareholders, but would tax the postage-buying

public. And as I understand it, the Act does not authorize penalities against

individual supervisory or other employees for safety failings. With that, the

question will surely be asked--how, then, are safety policies to be enforced? I

answer with the most recent example of OSHA interaction with the Postal Service

in New Jersey. OSHA has identified a number of serious safety violations at the

bulk mail facility there, in the aftermath of the tragic death of a postal

employee. In reaction to OSA citations, the Postal Service is moving quickly

to remedy the most threatening conditions, and is using every resource to remedy

all violations in a timely manner. This cannot be accomplished overnight, but

it is my understanding that the Postal Service is placing extremely heavy

emphasis on accuaplishing the clean-up task in New Jersey and in all bulk mail -
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facilities. This quick reaction and continuing action at the request of OSHA

occurs without monetary penalties.

My good friend, Jim LaPenta, in his testimony before this Subcommittee,

pointed to the "three E's" of an effective safety progrum--Fjrforcemnt, Engineer-

ing, and Education. We suggest that without a fourth, and most important 'T',

even these cannot be fully effective. That most important element is 'Bmphasis"--

from the top, down. Now the message is coming fron the top, down to the line

supervisor, that productivity must be balanced with safety. With the proper

ehasis and backing from higher management, the line supervisor can and will

enforce the Postal Service's safety program.

Finally, on the safety issue, I point out another troublesome problem with

private sector, rather than Federal agency, OSHA guidelines. Supplementary

state safety regulations permitted under private sector OSHA could subject the

Postal Service to varying requirements across the country. This would obviously

be a problem.

Sections 3 and 4 - Civil Penalties and Investigation - We will not elab-

orate on these:sections, but we do applaud the intent of the bill to provide

needed strength to the Postal Service in combatting illegal mail-order schemes

and failure to pay lawful postage.

Section 5 - Appropriations - Again, your recognition of the need for

Congressional appropriations to the Postal Service is most important. This

section of your legislation is perhaps the most important, yet is also the most

threatened. I re-emphasize our Association's support of this provision for

public service subsidy, and I pledge to work with you to maintain at least this

level of funding.
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Sections 6 and 7 - Mail Classification and Experiments - I will try to

speak briefly on these points. My thrust is this--the Postal Rate Comission

exists to prawte an effective postal system in the public interest. It does

not exist to protect private delivery interests above the interests of the mail-

using public. Your section on mail classification seem to put undue emphasis

on "impact upon competition" rather than impact upon the Postal Service and the

mail user. And your section on postal experiments, again, seems to give in-

appropriate power to the Postal Rate Commission over Postal Service experi-

mentation. The Postal Service must be free to effectively research and develo,

new and different services. Part of this research is, necessarily, experi-

mentation with the mailing public. We question a Congress which calls for an

efficient, cost-effective Postal Service, but which, at the same time, reinforces

an arduous regulatory process that all but destroys the incentive for the Postal

Service to progress. Ie point to the current debate over E(XJ4 as an example.

The Postal Service's EOM proposal has been delayed for over 15 months. And it

appears that the Postal Rate Ccmission is intent on excluding the Postal Service

from effectively competing for telecormuications business. We appeal to you

and to your colleagues, Mr. Chairman, to help rather than hinder the Postal

Service in its efforts to remain a viable Service in the present and future.

As a final point concerning the Postal Rate Comission, we support the

apparent intent of Section 9 to avoid any conflict of interest concerning the

Postal Rate Commission's budget.

Section 10 - Qualifications of Governors and Commissioners - Mr. Chairman,

we support your efforts to insure a more knowledgeable and experienced Board of

Governors by specifying certain areas of qualification. However, as has long
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been our opinion, the Board is a layer of bureaucracy that is necessary. We

have, in the past, called for the abolishment of the Board of Governors, but I

suppose if we can't abolish the Board, the least we can dd is try to improve the

Board. Your qualifications and specifications for service on the Board and

the Postal Rate Commission make sense, with one exception. I would urge you to

drop the five-year waiting period that you propose before any employee of the

Postal Service my serve in either capacity. Basic postal experience is the

most obvious missing ingredient of the make-un of the Board today, with a few

notable exceptions. And your five-year limitation seems to insulate both

institutions fron the services of those very individuals who would possess

postal background, knowledge, 'ad experience.

As you well know, Mr. Cnainman, the National Association of Postal Super-

visors holds a great numer of concerns about the Lbited States Postal Service

in its management and direction. I have expressed to you today many of these

concerns. And if I may, I would like to add one final comment concerning our

current efforts to resolve our Association's pay disputes with top postal manage-

ment. Two years ago you urged me to attempt to resolve the debate over arbi-

tration rights with Postmaster General Bolger. As you know, at this very time

Mr. Bolger and I, our respective staffs, and Subcommittee staff members, are

attempting to formulate compromise legislation which would address pay issues

long in dispute. We look forward to caning to you with this compromise, and we

sincerely hope you will Join with your colleagues in examining and approving

this legislative approach.

With these final remarks, I conclude my prepared statement. Again, I thank

you for your interest in these postal issues. I will be happy to respond to any

questions that you or any Member of the Subcommittee my wish to address to me.

66-919 0 - 80 - 34
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1NSIDEW OF

Donald N. Ledbetter, President
National Association of Postal Supervisors

Presented to the

Postal Operations and Services Sutccmmittee

and the

Postal Personnel and Modernization Subcomittee

March IS, 1979

Mr. (airman mid Meders of the Subcomittee:

I am Donald N. Ledbetter, President of the National Association of Postal

Supervisors. Thank you Lor this opportunity to apear today and present

testimony concerning H.R. 79 on behalf of the 35,000 members of our Association.

I realize your hearing schedule is crowded, tr. Chairman, so I shall make my

remarks brief.

Your untiring efforts to bring realism and responsiveness to the United

States Postal Service are to be comended. Believe me, I know that task is

difficult. As you once again take the le~d with H.R. 79, I offer my whole-

hearted support to the intent of the bill. The ill-conceived "break-even"

concept must be put to rest once and for all. It is infeasible for a service

designed to serve the nation's populace--regardless of geographic or economic

desirability--to balance the bottom line or make a profit. Your attack on the

break-even philosophy seem to form on two fronts--altering top management's

form and philosophy and easing the Postal Service's extreme financial diffi-

culties. We back you in both directions, though the steps we suggest differ

slightly.

Section 2 of H.R. 79 attempts to deal with the situation we face in which

the Postal Service is answerable to no one, insulated from everyone--including
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the Congress and the President. Despite rosy financial conjectures, the fact is

the Postal Service is sliding further and further into debt. Previous testimony,

with Which we concur, points out that by the end of fiscal year 1980, the Postal

Service under the Postal Reorganization Act will have lost $5,598,328,000. The

official budget of the United States says that the Postal Service will incur a

deficit this fiscal year of $S17,310,000; in 1980 the deficit will be .

$1,237,593,000. Yet, the Postal Service does not want Congressional appropria-

tions. The Postal Service pleads for more money before the Postal Rate Commis-

sion; it contends it needs no money before Congress; and it claim it has no

money to pay its employees, especially its supervisors and managers. Unless the

Congress steps in, Postal Service top mnagement will continue to scapegoat

middle management, and will continue to increase rates eventually driving away

the volume it now enjoys. The means of survival are limited. If the Postmaster

General chooses to cut services, cuts in volume and revenue will follow. In-

creased productivity has its physical limits--postal supervisors have tightened

their operations and their belts until they are operating in the blue, never

mind black or red. And increased mechanization will soon reach the end of

expansion. Yet, the fiscal fog that seams to descend at the time the title

Postmaster General is assumed has even settled in on our career man Willin

Bolger. Recent Postmasters General have said '"o" to increased appropriations.

But Bill Bolger says "it's none of my business what the Congress decides to do

about appropriations." That's hard for re and the people I represent to under-

stand.

Top postal management must be called into accoutability. And soe measure

of responsiveness to our nation's elected representatives must be evoked. We

continue to urge Presidential appointment of the Postmaster General with the
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advice and consent of the Senate. AWd we again call for abolishmt of the

Board of Governors. Since 1970, the Board has been of no significant use. With

the exception of Robert Hardesty ard the more recent appointment of William

Sullivan, not one governor had postal experience or backgroutO. Their decisions

have been basic hinge-head responses--nodding 'Yes" to the conclusions of top

postal management. If we must continue to endure this ineffectual layer of

bureaucracy at the Postal Service, your suggestions to build strength into the

body and postal background into its members are desirable. But it is our

preference to simply eliminate the Board. We feel that the Postmaster General

should remain the chief executive officer of the Postal Service and, if the

Board remains intact, the Postmaster General should remain a member. Concerning

the frequency.of Board meetings, we believe that it's not how often it meets,

but what it does when it meets that counts. Based on its record to date, we

suggest zero frequency. Then, at least money will be saved from the monthly

outlaying of salaries, air fares, room and board.

Section 3 of H.R. 79 provides for an increase in public service appropri-

ations. Again, we are pleased with the implied put-down of the '"break-even"

philosophy. However, we realize, as we believe the Chairman realizes, that the

amounts authorized in this section are not adequate to maintain current public

service levels. In supporting these proposed increases in funding, we are not

endorsing the levels of funding. But *e realize--given the current attitude of

the Carter abinistration--the suggested mounts may be all we can get. Certain-

ly, something is better than nothing.

We agree with your concept of extending phased rates proposed in Section

4 of the bill. Though we contend that each class of mail should pay those costs

which can be reasonably charged against that class, along with its share of the
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overhead costs, we believe that Congress should have the power to evaluate

pending rate increases and subsidize a class of mail if it is deemed for the

good of all. We recognize that mail volume is the Postal Service's lifeblood.

Section S of I.R. 79 provides for an independent budget for the Postal Rate

Comission. That makes good sense to us. Though we do not believe there has

ever been any improper collaboration between the Postal Service and the Postal

Rate COnission, or any undue pressure tied to purse strings, we believe it is

so"nd procedure to eliminate any such temptation. If the Postal Rate Comnission

is to operate independently, it should have an independent budget.

A cost attribution study sbch as you propose in Section 6 can't hurt, -

though I'm not sure still another study of postal matters will help. But, with

or without the assistance and recommendations of the Postal Rate Commission, w

support any proposal that will bring rate methodology under the scrutiny of the

Congress.

We fully support Section 7 of this bill which would permit the Postal

Service to specify size and weight limits for parcel post after consideration by

the Postal Rate Comission. This corrects a ridiculous limitation on the Postal

Service which has been enforced since the days of the REA. Hopefully, these

nonsensical limitations can be removed. Such a move is long overdue.

In conclusion, Mr. Mairmn, I offer on behalf of all postal supervisors

our appreciation to you for your continued interest and determination to bring

long-needed reform to the Postal Service. We fully realize that your bill is

not an attempt at complete reform, but it is simply an effort to bring greater

accountability in postal decision-making and sorely needed public service fund-

ing to a sinking operation. H.R. 79 is a trim bill, currently void of damaging

or compromising sections. We sincerely hope the bill will not be amended to
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death and that we can offer our support continuously tmtil passage into law. As

you have noted, Mr. Chairmen, the alternative is not bright. Failure to support

and act on this postal legislation may very well mean decreasing service, de-

creasing volume and fewer jobs for postal employees.

Beyond dealing with these immediate provisions of II.R. 79, we share your

concern about other very serious problems facing the Postal Service. We are

alert to the threats against the Private Express Statutes. We are aware of the

absolute necessity that the Postal Service maintain involvement in electronic

mail systems. We understand your intent to examine these serious issues, and we

welcome the opportunity to provide input at the proper time.

Thank you for allowing us to express the views of the National Association

of Postal Supervisors concerning H.R. 79. We shall be happy to answer any

questions at this time.
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Mr. Chairman and members of the committee, I am Jim

Syers, postmaster of Sturgis, Kentucky, a small rural post

office. I am temporarily on leave without pay to serve as

President of the National Association of Postmasters which

represents approximately 27,000 active postmasters and 7,000

retired postmasters. I am accompanied today by Frank Miklozek,

our Executive Director, and Joe Gondola, our national legis-

lative chairman.

We welcome this opportunity to appear before your committee

to comment on the proposed "Postal Service Act of 1980."

The U. S. Postal Service from the beginning has been

charged by the Constitution and subsequent enabling legislation

to provide to all our citizens a universal and effective mail

service. A primary goal of amending the Reorganization Act

of 1970, Title 39 of the U. S. Code, should be to strengthen

the Postal Service in terms of adequate funding and operational

flexibility. There are many individual issues which have come

into question since the Reorganization Act of 1970, and we

commend the Chairman for the thoroughness with which the Postal

Service Act of 1980 deals with these issues.

We are here today to testify in broad b,.pport of the

provisions of the Postal Service Act of 1980 and comment on

those provisions that, with slight modification can be made

even more effective.
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Section 2. OCCUPATIONAL SAFETY AND HEALTH

The amendment of 39 U.S.C. 410 to remove the Postal

Service from the Federal agency safety and health program

and place it under tl _ >covisions of the Occupational Safety

and Health Act of 1970 with its attendant inspections, investi-

gations, record-keeping and potential for litigation, may be

saddling the Postal Service with added burdens, both adminis-

trative and financial. The Federal agency safe-ty and health

program provides adequate safeguards and protection for the

Postal Service employees when effectively administered. We

believe it is preferable to retain the present program,

particularly in lightof the steps recently undertaken by

the Postmaster Geaeral to increase safety awareness in the

Postal Service and to make the present program more effeL-ive.

oa 3. FALSE REPRESENTATIONS: INVESTIGATION AND CIVIL

PENALTIES

We support the provisions of this section, as it provides

much needed reform of the mail stop-order procedure. We are

certain you will be applauded for your interest in this matter

by untold numbers of consumers who have been victimized, as

well as by postmasters who, day in and day out, shoulder the

complaints of these unfortunate citizens.
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Setction 4. CIVIL PENALTIES AND FAILURE TO PAY LAWFUL POSTAGE

We believe the provisions of this section offer a more

efficient procedure for handling nonpayment of lawful postage,

augmenting the Postal Service's ongoing program of revenue

protection, which is a high priority program among the post-

masters of this nation. We wholeheartedly endorse this section.

Section 5. PUBLIC SERVICE AUTHORIZATION AND ANNUAL REPORT

Section 5, amending 39 U.S.C. 2401, recognizes the need

to provide the Postal Service with the fiscal base for mail

service operations and the research and development and planning

necessary to increase its effectiveness. The establishment

of a fixed amount of core funding through reimbursement for

public service costs at the level of $920,000,000 annually pro-

vides the basis for the Postal Service to strive to improve

the current level of service to all citizens of this nation.

We commend the Chairman for retaining the provisions of

the reimbursement to the Postal Service "for public service

costs incurred by it in providing a maximum degree of effective

and regular postal service nationwide, including communities

where post offices may not be deemed self-sustaining. ... " The

retention of these provisions reinforces the longstanding

Congressional commitment to provide universal postal service

to rural areas and small communities. The rural and small
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community post office is as important to a comprehensive nation-

wide system as any other post office. A very large portion

of the citizens of this country depends on the small rural

post office as a means of communication to carry on business.

In many areas of this country, the post office is the only

place the citizens have any contact with their government--the

only place where the American flag flies in the community.

Thank you for recognizing that this should continue.

The authorization for the expenditure of an amount to

carry out a comprehensive program of research and development

from the sus authorized in 2401(c)(1) to include methods of

electronically sending and delivering letters and other mail

matter recognizes three important elements:

(1) The means to fund a research and development
program,

(2) The establishment of such a program,

(3) The major role that electronic mail will play
in the Postal Service's future.

We believe it is essential that the Postal Service provide

a national network to manage both hard copy and electronic mail

delivery service which will first be universal and provide

privacy and security of the mail at reasonable and uniform

rates. This can only be assured by a nationwide, federally

regulated system such as that of the U. S. Postal Service.
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The Postal Service must be permitted to provide the

services in an efficient manner directly to its customers,

thereby enabling it to establish and manage a truly universal

electronic mail service. The application of electronic tech-

nology in the field of communications is merely another

necessary step to provide service to the public at reasonable

costs and to insure a healthy and solvent postal service. We

foresee this section as providing the impetus to such develop-

ment and are pleased to support the provisions of this subsection.

Section 9. POSTAL RATE COMMISSION BUDGET

We are in profound agreement with the provisions of this

section. We commend the Chairman for his foresight in correct-

ing an incongruous situation wh,3re a regulated entity controls

the budget of its regulator by removing the Postal Rate Com-

mission budget from that of the Postal SErvice.

Section 10. QUALIFICATIONS OF GOVERNORS AND COMMISSIONERS

We are in agreement with the provisions of this section

except for one area. We feel that the passing of a five year

period before former employees of USPS and PRC can be appointed

to the Board is too excessive. We would like to see the number

changed to one or two years. It appears to us that the major

thrust of this section is to provide a Board of Governors

which has specific knowledge and expertise in postal and related

areas. To allow five years to lapse before a former postal

executive or Rate Commission member can serve would result in
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a significant loss of such specialized knowledge and

expertise.

Section 12. PROTECTION OF POSTAL PROPERTY

This section provides for a much needed broadening of

authority of Postal Service security employees.

Section 13. SIZE AND WEIGHT LIMITATIONS

We welcome the provisions of this section which will

repeal the obsolete and archaic restrictions on size and

wieght of parcels handled by the Postal Service.

CONCLUSION

We thank the Chairman for his responsible c, nsideration

of many needed reforms in the Postal Service and his apparent

desire that the citizens of this country be provided with

universal and efficient mail service.

Thank you for listening to our views, and if there are any

questions we shall be happy to try to answer them.

[Whereupon at 12:15, Monday, April 21, 1980, the hearing re-
cessed subject to the call of the Chair.]



POSTAL SERVICE ACT OF 1980

THURSDAY, MAY 1, 1980

U.S. SENATE,
SUBCOMMI7tr ON ENRY,

NUCLEAR PROLIFERATION AND FEDERAL SERVICES,
COMMIE ON GOVERNMENTAL AFFAIRS,

Wa8ldngton, D.C.
The subcommittee met, pursuant to call, at 10:44 am. in room 357,

Russell Senate Office Building, Hon. John Glenn (chairman of the
subcommittee) presiding.

Present: Senators Glenn, Durenberger, and Levin.
Also present: Dr. Leonard Weiss, staff director; Anne Boni, legis-

lative aide staff member; and Pam Cocker, assistant chief clerk.
Senator GLENN. The hearing will come to order. The way things

are working out this morning, we could not have picked a worse day.
My apologies for this. We will get on with the hearings as fast as
possible.

OPENING REMARKS OF SENATOR GLENN

Senator GLENN. Our hearing this morning serves a dual purpose.
It is first of all an opportunity for the Postmaster General, William
Bolger, to present his annual report to the Senate as provided for in
the Postal Reorganization Act of 1970. It is also a hearing in which
Mr. Bolger will -esent his views on pieces of legislation which are
presently before tikis subcommittee.

These include S. 2558, the Postal Service Act of 1980; H.R. 79, a
comprehensive bill on postal matters, which passed the House last
year; and H.R. 826 which provides for the Postal Service to be cov-
ered by the Occupational Safety and Health Act, which has also
passed the House. ,

I don't think that it is any news to anyone that these are difficult
times for the Postal Service. trhe House Budget Committee has recom-
mended a cut of $836 million in the appropriations for the Postal
Service for fiscal year 1981. This is $100 million above the public
service subsidy. The Senate Budget Committee has recommended a
cut of $588 million in the public service subsidy, and the Office of Man-
agement and Budget has recommended a cut of $250 million.

In all cases, the presumption has been that savings would be ef-
fected at least in part by the elimination of 1 day of mail delivery.
In addition to this, the Postal Service has recently filed a rate case
with the Postal Rate Commission in which the first ounce of first
class mail will be raised in cost from 15 cents to 20 cents. This is a
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rise of 33Y3 percent in first-class mail, while the cost of other classes
of mail are rising much less or, in some cases, are receiving reductions.

The Postal Service has been stymied in its introduction of new
services such as ECOM and INTELPOST. It continues to be the
object of a large number of complaints by the mailing public. De-
ficiencies in the working conditions of postal workers in some areas
reached a climax with the death of a postal worker at the Bulk Mail
Center in New Jersey, prompting demands for improvements in
health and safety for postal workers around the country.

On the positive side of the ledger, the Postal Service had a reason-
ably good financial year in fiscal 1979, partly as the result of increased
volume which is expected to continue at least through next year. By
all accounts, according to the mailers, unions, workers, and super-
visors, the present Postmaster General is doing an excellent job and
has the confidence and trust of all of those who deal with him. I
should add that I share that view, too. In the course of our close
working relationship with Mr. Bolger, I have developed a high regard
for him.

We shall be examining many issues this morning raised by the
actions of the Budget Cominittees, the White House, the Rate Com-
mission, and the Postal Service itself. Prior to Mr. Bolger's testimony,
we shall receive testimony from two of my distinguished colleagues,
Senator Harrison A. Williams, Jr., of New Jersey; and Senator Jim
Sasser of Tennessee. In addition, we have what we could call a sur-

Srise witness this morning, Mr. Basil Whiting, Deputy Assistant
Secretary for Occupational Safety and Health of the Department of
Labor. He has a statement for us on the administration's position on
legislation applying the provisions of the Occupational Safety Health
Act to the Postal Service.

We will begin with testimony by Senators Williams and Sasser.
We welcome you both. Senator Williams, do you have a statement
for us?

TESTIMONY OF HON. HARRISON A. WILLIAMS, JR., U.S. SENATOR
FROM THE STATE OF NEW JERSEY

Senator WILLIAMS. Thank you very much. Mr. Chairman, it is a
great pleasure and a privilege to appear before you and the sub-
committee to express strong support for bringing to the employees
of the U.S. Postal Service the protection of the Occupational Safety
and Health Act.

I would like to commend you and the members of the subcommittee
for scheduling these hearings and for your concern for the work.
place safety and health of more than 650,000 postal workers. As one
of the authors of the Occupational Safety and Health Act I have
long believed that America's workers deserve a strong Federal com-
mitment to their well-being on the job. Our Committee on Labor and
Human Resources has just completed extensive hearings on the oc-
cupational safety and health program. One of ithe things which iF
coming through loud and clear is that workers' efforts to work with
management to eliminate workplace hazards is most effective when the
workers are backed up by a credible OSHA enforcement program.
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Thus, it is critically important that America's Postal Service work-
ers secure the protection of the Occupational Safety and Health Act
and the committed backing of the Occupational Safety and Health
Administration.

It is time that we all understand 'that postal work can be very
hazardous employment. A popular misconception is that dog bites
are the predominant occupational injury for postal workers and
the hay fever is -the predominant occupational disease. This is patently
not the case.

Postal workers work in large, highly mechanized, industrial facili-
ties. They are surrounded by complex machinery. They are subject
to hazards which are akin to the hazards confronted by industrial
workers everywhere.

The tragic death of a mail handler, Michael McDermott, on Decem-
ber 15, 1979, at the New York Bulk and Foreign Mail Center in Jersey
City, N.J., painfully demonstrates the very real hazards that confront
postal workers each and every working day of their lives. And, re-
grettably, these incidents are not isolated. There have been, since Mc-
Dermott's death, other events in New Jersey postal facilities which
involved serious injuries or near misses, and which indicate the
hazardous nature of Postal Service employment.

Mr. Chairman, according to data provided by the Department of
Labor, in 1978, the rate of lost workday injuries and illnesses for
Postal Service employees was more than twice that of the entire Federal
Government. In that year, nearly 60,000 postal workers suffered in-
juries and illnesses, and 15 postal workers were killed on the job.
These are astounding figures.

Yet it is ci-ar that postal workers are vitally interested in securing
safe and healthful working conditions. In 1978. 27 percent of all
worker complaints filed with OSHA by Federal agency employees
were filed by postal workers, even though the Postal Service employs
only 22 percent of the total Federal work force. But, as our committee
has been told in recent weeks, those who are committed to effective
workplace safety and health programs believe that their joint efforts
to resolve safety and health disputes can be truly effective only where
there exists a background of credible enforcement by an agency of
the Government which is independent of the workplace parties. The
Occupational Safety and health Administr~tinn t f1o i -cm v to

which workers have learned to turn for support when their efforts
to eliminate job hazards fail. And postal workers, no less than any
group of industrial workers in our Nation, deserve ihis support.

Agencies of the Federal Government should take the lead in pro-
tecting workers. They should be the most innovative, the most con-
structive, the most dedicated of employers when it comes to workplace
safety and health. The Postal Service has a duty to comply with the
Occupational Safety and Health Act, and to develop and implement
a strong, effective, meaningful commitment to workpace safety and
health. I do not believe that the Postal Service has consistently and
effectively done this, and I am convinced that the best way to insure
that the Postal Service develops and implements a responsible job
safety and health program is to bring it under the jurisdiction of
OSHA.

66-919 0 - 80 - 35
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Mr. Chairman, your subcommittee, it seems to me, must take the
lead in bringing effective workplace protection to America's 650,000
postal workers. I know that the task before you is a difficult one, but the
needs of these workers are very real and the result of a failure to ad-
dress these needs will be measured in human tragedy.

I believe that America's workers-all of America's workers-de-
serve the most safe, most healthful workplaces which our society can
provide to them. And an essential first step for postal workers is the
protection of the Occupational Safety and Health Act.

I would like to tell you, Mr. Chairman, that we, at our committee,
stand ready to provide any assistance which we can make available. I
respectfully urge you to do everything possible to assure these funda-
mental rights to America's postal workers. I know that the bills before
you will provide this essential protection. They are viewed as providing
great promise for those 650,000 postal workers out there.

I am glad to be here with Senator Sasser, who, I know, has indicated
his concern, over and over again, for the welfare of postal workers.

Senator GLENN. Thank you, Senator Williams. We appreciate that
very much. We want to work closely with your committee and appre-
ciate your testimony this morning.

I have no further questions. We might have some questions we want
to include in the record later on. We would appreciate your responding
to them later.

Senator WILLIAMS. We stand ready at any time, gentlemen.
Senator GLENN. Thank you.
Senator WILLIAMS. Thank you very much.
Senator GLENN. Senator Sasser, I understand that a representative

from Kentucky, the Honorable Marilyn Lloyd Bouquard, who was
going to be with you this morning-I understand from the staff that
she did have to go to another meeting and could not remain. Do you
have a statement from her?

Senator SASSER. Mr. Chairman, I have Congresswoman Bouquard's
statement and ask that it be inserted in the record.

Senator GLENN. It will be included in the record.
Senator SASSER. I think they had a vote in the House and she had

togo back for that.
Senator GLENN. Fine.
[Prepared statement of Congresswoman Bouquard follows:]

PEPAE STATEMENT OF CONGRESSWOMAN MARILYN BOUQUARD

Mr. Chairman, I appreciate the courtesy extended me by the subcomittee
in permitting me to appear before you today in connection with your delibera-
tions on the bill S. 2558, the Postal Services Act of 1980. Since we in the House
are often constrained by the 5-minute rule, I will keep my comments as brief
as possible.

There are few Government-provided services which affect more Americans
more often than the Postal Service. The effort upon which the subcommittee
is embarked is an important one, many areas which this legislation addresses.
such as the relationships between the various governing bodies of the Postal
Service, and the requirement for comprehensive planning on a 3-year basis,
will be essen 1ial to- improving the efficiency of the Postal Service.

There is another area, however, in which I believe improvement can be made.
The decision of the Congress to remove the Postal Service from the political
arena remains a wise act. Unfortunately, along with the abuses which arose
in connection with the presence of political manipulation, there was a degree of
protection for the Postal Service and its workers from the capricious deci-
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slone of the top bureaucrats in the Post Office which was sacrificed. I would
certainly not recommend a return to the days of direct political intervention,
but I do know of a situation which has arisen in Chattanooga which I believe
reflects poorly on the Postal Service, and which entails, at least in my opinion,
the wholly arbitrary and petty personal prejudices of certain members of the
Postal Service senior management.

The Postal Service is presently engaged In a reorganization effort which
would eliminate the Chattanooga Postal Inspection Division and divide its
mission between existing operations in Atlanta and Memphis. To accomplish
this goal, the Postal Service would terminate or transfer approximately 42
employees now at work in the Chattanooga Division. In order to Justify this
move, the Postal Service has cited its potential savings in personnal costs at-
tributable to the transfer of and reassignment of 14 postal inspectors and sup-
port personnel and the termination of another 38 individuals. However, when
the total reorganization plan is evaluated, the creation of the three "super"
divisions and 14 medium divisions, each with a minimum of 18 to 25 support
staff, leads me to the conclusion that any savings In personnel are likely to
evaporate quite quickly.

In addition, the new Postal Service facility in Chattanooga, which has only
been occupied since last August, includes nearly 9,000 square feet In space in-
tended for use by the Division of Postal Inspectors, vacating these premises
would leave the Postal Service paying for unused space.

Finally, Mr. Chairman, It hardly seems that the efficiency of the Postal Service
will be enhanced by dispersing one of the most productive units in the country.
Last year the Chattanooga Division posted 941 arrests for crimes, this figure
is more than 100 arrests higher than any other division in the southern region
despite the small staff in Chattanooga. As Senator Sasser has mentioned, the
tribute paid to this division by the U.S. Attorney's Office is eloquent testimony
to the high regard in which this division Is held by the Justice Department.

Many of the personnel now stationed elsewhere in the Postal Service's Division
of inspectors have been trained in Chattanooga, in fact, I am told that most, if
not all of the inspectors now present in Chattanooga have requested assignment
to that duty station.

This arbitrary and unwarranted action of the Postal Service will cause harm
not only to the individuals and families involved, but will also weaken the
spirit of community that Is so vital to our area. Chattanooga already suffer
disproportionately from the effects of the recession. We are a manufacturing
and heavy industry center. The loss of these jobs and this payroll will be felt
in our community.

I would respectively urge that this subcommittee find the means to make the
Postal Service more sensitive to the needs of not only the public, but its own
employees as well. Actions such as this proposed termination ought not to take
place, especially when only the flimsiest of excuses are offered in justification.
Similar plans have beentwice rejected by the Congress and I think the present
proposal should receive similar treatment. Thank you.

TESTIMONY OF HON. JIM SASSER, U.S. SENATOR FROM THE STATE
OF TENNESSEE

Senator SASSER. Mr. Chairman, I want to commend you this morn-
ing for holding these timely, and, I think, very important hearings.
The operation of the Postal Service is a matter of great import to
Americans all across the land. Indeed, as one of the recently elected
Governors in the Midwest put it, and I quote him: "There are only a
few things the Federal Government should do. Defend our shores,
deliver the mail, and stay the hell out of our lives." I am surprised
he didn't add on there, "and keep the revenue money coming," but
he didn't.

Senator GLENN. He is the only Governor who hasn't said that so
far.

Senator SASSER. While I don't wholy subscribe to this Governor's
political philosophy, I think he correctly identifies the fact that the
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Federal Government is ultimately responsible for the efficient opera-
tions of the Postal Service.

The Postal Service is a national resource. Legislation before this
subcommittee would make needed improvements in the Postal Service.
It would seek to improve the occupational safety programs for postal
workers. It would require the development of comprehensive postal
planning information on a 3-year basis. It would enhance the research
and development activities of the Postal Service. And, it would clarify
the working relationships between the Board of Governors and the
U.S. Postal Rate Commission.

In my opinion, the Congress must support an efficient and effective
Postal Service. That is one of the-reasons we took the Postal Service
out of politics back in 1971. That is one of the reasons that the Postal
Service must insure that its various operations are as effective and as
efficient as possible. But to my great regret, Mr. Chairman, the Postal
Service has recently embarked on a reorganization effort that effects
postal services in my State in a most unbecoming manner.

Specifically I refer to the recently proposed reorganization of the
Chattanooga Postal Inspection Division. Now, analyzing the consider-
able amount of information that I have collected on this matter, I find
reports of questionable and arbitrary judgments relating to this pro-
posed reorganization. Some feel that there is a public-be-damned atti-
tude in dismantling one of the finest postal inspection divisions in the
country.

Mr. Chairman, if you will indulge me for a few moments, let me put
two facts on the record for the consideration of this committee.

First, the reorganization is proposed since it is supposed to result in
some $700,000 in savings yearly. Now, this savings is predicated on a
successful reassignment of 14 postal personnel and the loss of over 28
personnel now working at the Chattanooga Postal Inspection Division.

t, if olae looks at the savings closely, a different picture begins to
emerge. Long range Postal Service plans calls for the creation of 4
large and 12 medium-range, and 1 small-range inspection divisions
each wth a minimum of 18 to 25 support staff. This is a configuration
of personnel that would prevent minimal or no personnel savings as a
result of the proposed transfer.

In addition, Mr. Chairman, Chattanooga postal operations were
moved into a new, comprehensive facility in August 1979, just 2
years ago. Now, in that facility, the Postal Inspection Division occu-
pies 11,669 square feet of space which will be left vacant as a result of
their move.

The Postal Service may well be spending at least $300,000 to support
vacant space in Chattanooga and have to acquire additional space in
Memphis and Atlanta to house transferred personnel. All of these costs
may undercut any proposed savings from this reorganization.

The question is: Is it efficient to first provide new space and then
2 years later, abandon it?

Second, the reorganization would break up one of the most effective
postal inspection divisions in the country. The Chattanooga Division
regularly leads the southern region in arrests for mail fraud, postal
tampering, and other postal problems. It does so even though the
number of inspectors with specialist assignments is significantly
smaller than in the competing areas of Fort Worth, Atlanta, or
Memphis.
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The statistics that I have appended to my testimony, Mr. Chairman,
I think will underline this point. Indeed, the U.S. attorney, the U.S.
marshall, and the chief U.S. probation officer for eastern Tennessee,
wherein this division resides. have recently written me strong letters
objecting to the transfer of the Chattanooga Division out of eastern
Tennessee and out of their area of criminal jurisdiction. They hold
the Inspection Division in the highest professional esteem. The re-
organization would break up the cohesiveness and teamwork of the
most effective postal inspection team in the southern region.

Finally, and perhaps most importantly, Mr. Chairman, the human
and community costs of this proposed transfer are certainly important.
The Chattanooga Postal Inspection Division is a major economic
asset to that community. The payroll of the division contributes $1
million annually into the local economy. And, in a community that is
having economic problems, the loss of the Postal Inspection Division
would be a real blow. The human element is important also. Virtually
all of the support staff of the division may not be able to transfer due
to family ties and the precarious economics of having to sell their
homes in Chattanooga and buy elsewhere at today's high interest
rates.

A number of the postal inspectors have been in the Chattanooga
division for more than 10 years and have well-established community
ties. Other inspectors have recently transferred to Chattanooga only
now to be told they are to be uprooted once again and move elsewhere
to keep their jobs. These human costs are not noted in the postal re-
organization balance sheet, nor perhaps, most importantly, Mr. Chair-
man, are they noted in the morale of the employees all across the
Postal Service.

But perhaps the most objectionable part of this proposed reorga-
nization is the arbitrary nature of the decisions. For example, there
are references to the division headquarters not being quite as accessi-
ble or cosmopolitan enough to suite the travel habits of some members
of the post office. But the plain fact is that the Chattanooga Post-
al Division is the most productive in the southern region. In 1979,
for example, it posted 941 arrests for postal crimes, at least 100 more
arrests than any other division in the region. And, the division arrest
record is measured by arrest per postal inspector and was the best in
the southern region.

Yet, for some reason, the Postal Service wishes to abolish this work-
ing and successful unit.

So, in short, Mr. Chairman, the Postal Service's proposed analysis
of the benefits of the proposed reorganization leaves very much to be
desired. There is little weight to the effectiveness of this particular
division, and there has been little discussion with community leaders
and the personnel involved in the proposed reorganization. Rather
the reorganization has 'been announced by fiat and with no convincing
economic or administrative rational for the transfer.

So, in conclusion, such a proposed reorganization was rejected in
1971 and in 1974 and there is still no merit to it in 1980. The Postal
Service should immediately cancel its plans foi this reorganization
and instead ask the Chief Postal Inspector for a full and convincing
account of the rational behind the transfer. As a result of my deep
concern about this and other similar reorganizations. Mr. Chairman,
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I will be prepared to offer an amendment to S. 2558 that will require
the cancellation of all proposed reorganizations announced by the
Postal Service after January 1 1980. And, this moratorium would
provide time to establish a much more comprehensive economic and
operational data base as criteria for reorganization proposals.

Mr. Chairman, I want to thank you this morning for allowing me
to come bfore your committee and outline what I think is important
testimony affecting an important problem. I look forward to con-
tinuing to work with you in developing this important postal legisla-
tion. Again, I want to commend you for your effort, in working to see
that we have a postal service which is more responsive to the needs
of the American people.

Senator COHEN. Thank you, Senator Sasser. I am sure that Post-
master Bolger will welcome the opportunity to give the Postal Serv-
ice's views of this particular case.

We appreciate very much your being here with us this morning.
Thank you.

Senator SASSER. Thank you.
[Attachment to Senator Sasser's statement follows:]



545

A I F,' 46:YLNT A

FY79
POSTAL 0ST F-COPDS

SOUTHERN REGION

4TTA\GOA APANTA
DIVISION DIVISION

FORTH WORTH (V IS
DIVISION DIVISION

DE. R'AL CRIVE
AR{SS
BUR'AR

KRSERIES

EXDE A AIL ma-fT
MAILBOX THEFT
MISCELLMOUJ

tONY OR ER ThEFT

ASSAULTS

TOTAL

INTEAL ThEFT

FI,%'NCIAL DZEDATION

GRAND TOTAL

WOR-ORCE
(INSPECTORS)

ARrSTS/PER
ISPECTOR

29
4

697
71
17
46
15

879

37

25

9-41

90

15 31
7 4

623 579
45 135

24 22

20 22

7 11

741 804

37 24

12 13

790 841

104 86

10.46 7.6 9.78

38
13

568
90

10
33
12

764

28

12

804

100

8.04



546
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REGIONAL CHIEF INSPECTOR
SOLITHERN REGIONN O Y 2 9 1979 M emh;,. T N U 6 1

PERSONAL

Mr. R. C. Pierce
Inspector in Charge
U.S. Postal Service
Chattanooga, TN 37401

Dear Mr. Pierce:

I wish to couend you and the Chattanooga Division for your achievements
in fraud during Fiscal Year 1979. We have had an opportunity to conduct
an on-site management review of the Fraud and Prohibited Mailings Programs
and evaluate year-end results. Both revealed that your enthusiastic re-
sponse to the Chief Inspector's continued emphasis to combatting white-
collar crime resulted in an enviable record of accomplishments during the
year and a quality Fraud Program. Following are some specific coments
regarding your Fraud and Prohibited Mailings Programs.

Fraud Program

As noted above, the Chattanooga Division responded very well to the
Chief Inspector's emphasis on combatting white-collar crime. Good
results were achieved by utilizing the modified task force approach to
major investigations, resulting in timely investigations and presenta-
tions. Also, close monitoring of complaints greatly improved the overall
caliber of investigations undertaken in the Chattanooga Division in
Fiscal Year 1979.

Fraud Team Concept

The Chattanooga Division has not adopted the fraud team conccc.
-However, use has been made of the modified task force concept. During
Fiscal Year 1979, nine cases were investigated under the modified task
force approach, utilizing Code 03 Inspectors to -;uplement the Division's
Code 04's.
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Timely Investigations and Presentations

For Fiscal Year 1979, the Chattanooga Division had an action plan to
present 27% of Category 1 cases within 180 days of jacketing. The
Division reported an accomplishment of 60%. Further, timely investi-
gations and presentations are being accomplished in all categories of
fraud cases. A review of all cases issued since March, 1978, revealed
that 58% were either presented or closed within the targeted presenta-
tion dates. Assistant inspector in Charge McCracken reviews all 45-day
abbreviated preliminary reports to determine prosecutive potential and
manpower requirements. Additionally, presentation target dates are
closely monitored, and all fraud specialists are aware of the Division's
goals in this regard.

Utilization of Resources

A review of cases issued during Fiscal Year 1979 disclosed that
the Division utilizes fraud specialists on the more complex investi-
gations. Approximately 12% of the non-specialist type cases were
jacketed to Code 04's. Discussion and review of records indicated
that Code 03 Inspectors are utilized to investigate the less complex
schemes, as well as to augment modified task force investigations.

Through September 30, 1979, the Chattanooga Division had utilized 84%
(25,843 hours) of its Fiscal Year 1979 budgeted fraud hours (30,743 hours).
However, not meeting the budget was due to a prolonged major bomb
investigation at Bessemer, AL, which involved two fraud specialists
virtually full time for several weeks. Hours used represented an
increase of 29% over Fiscal Year 1978. At the same time, the
overall quality of cases investigated improved by the careful
screening of complaints. Category 2 and 3 cases issued decreased
approximately 50% over-FY 78. It was noted that you are no
longer issuing cases to investigate the sale of untaxed cigarettes
(Subject Code 191), or unemployment compensation cases involving single
incident true payee claims (Subject Code 269), as was done earlier.

Arrests and Prosecutions

For Fiscal Year 1979, the Chattanooga Division had as one of its goals
and objectives that 13% of all fraud arrests would be in Category 1
cases. The Division accomplished 31%. Thirty-one Category I arrests
were reported, while only three Category I arrests were reported for all
of Fiscal Year 1978. Although total fraud arrests were down from
last year (118 to 97), I am encouraged by the improved quality of
arrests reported. You may recall that of the 118 arrests reported
in FY 78, 47 (40%) were made in Subject Codes 191 and 296.
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Federal convictions also increased slightly compared to FY 78 (50 to 54),

and "other" convictions decreased dramatically over last year, (60 to

Il, or an 82% decrease).

?Monitoring of Publications/Liaison with other Agencies

Good success was realized through the program to monitor publications to

detect fraudulent operations. Four cases could be attributed to the

program in Fiscal Year 1979. However, emphasis of the program to field

Inspectors and close monitoring of the results should develop even more

quality fraud cases for the Chattanooga Division, as well as other

Divisions in the Southern Region and Nationally.

Contacts with other law enforcement and consuer oriented organizations

continue to be very effective. In addition to contacts by Inspectors

in the field, Assistant Inspector in Charge McCracken personally visited

all of the State Attorney Generals in the Division. He also closely

monitors the submission of U.S. Attorney briefs in major investigations

to assure their early awareness of the Inspection Service cases.

Consumer Protection Program

Satisfactory results were achieved under the Consumer Protection Program.

Fiscal Year 1979 complaints totaling $26,669 were received, and the

Division had a resolution rate of 92%.

Private Epress Investigations

Inspector Roland Gaines is the private express specialist. He reviews

all initial complaints and recommends to the Assistant Inspector in

Charge the action to be taken. He personally investigates only the

more complex private express cases. Other cases are assigned to Code

04 or Code 06 Inspectors, depending on the complexity of the case.

For Fiscal Year 1979, the Division completed 11 cases, two of which had

potential revenue recovery of $25,000 or more. This surpassed their

action plan goal to complete 10 investigations, one of which had revenue

recovery of $25,000 or more.

Prohibite
1 

failing

Analysis and evaluation of open and closed Subject Code 363, Obscene/

Objectionable Nail cases, disclosed a need for closer review and

follow-up action to assure that such cases are receiving only that

attention which is necessary to either stop the alleged violator, close

the case, or present it to authorities for prosecutive consideration.

Again, I commend you and your Division for your contributions to the

Southern Region's Fraud and Prohibited Mailings Programs during Fiscal

Year 1979.

Sincere:

InspectorRel
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Senator GIxN. The next witness this morning will be Basil J.
Whiting, who is Deputy Assistant Secretary of Labor for OSHA. Mr.
Whiting, we welcome you this morning and any statement you might
wish to make.

TESTIMONY OF BASIL J. WHITING, DEPUTY ASSISTANT SEC-
RETARY OF LABOR FOR OCCUPATIONAL SAFETY AND HEALTH,
ACCOMPANIED BY RICHARD WIVSON, DEPUTY DIRECTOR OF
TRAINING, EDUCATION, CONSULTATION AND FEDERAL AGENCY
PROGRAMS FOR OSHA, AND JOHN HYNAN, DEPUTY ASSOCIATE
SOLICITOR OF LABOR, OSHA

Mr. WHITING. Thank you, Mr. Chairman. With me this morning
is Richard Wilson, on my left, who is the Deputy Director of our
program for Federal agencies, and Mr. John Hynan, the Deputy As-
sociate Solicitor of Labor for Occupational Safety and Health.

We do want to thank the committee and you, Sir, for adjusting your
schedule to allow us to appear here this morning. In recognition of
that, I will summarize my written statement.

Senator GLxNN. That will be fine. Your entire statement will be
included in the record at the end of your testimony.

M.'. WHITING. We are happy to be here to discuss H.R. 826 and
S. 2J'58 which are pending before this committee, and which would
make the Postal Service subject to practically all the authorities of the
Occ, pational Safety and Health Act of 1970. This administration fully
endorses the basic intent of these bills. We do have two basic sugges-
tions that I will touch on in a moment.

With over 695,000 employees, the Postal Service is the second largest
Federal agency, surpassed only by the Department of Defense. Most
postal employees are also exposed to .,azards greater than those nor-
mall,- associated with office employment. These include unsafe work-
ing conditions involving mechanical equipment such as conveyors,
hazardous working surfaces, inhalation of dust, toxic substances, auto-
mobile accidents, and various other serious hazards.

The Postal Service has roughly 20 percent of the Federal Govern-
ment's employment and has roughly 40 percent of the injuries suffered
by Federal workers in the various measures of those injuries.

Over a 5-year period ending in 1977, according to our statistics, in-
juries, illnesses and lost worktime in the Postal Service all increased
by at least 35 percent. U.S. Postal Service employees have also filed
more notices of unsafe and unhealthful working conditions directly
with OSHA than have employees of any other Federal agency. And,
of course, you heard Senator Williams discuss the- tragic death of a
postal employee in the bulk mail center in New Jersey last year.

Following that death, the Postal Service did request OSHA to
conduct a comprehensive inspection of that particular fatality and of
all 21 of the bulk mail centers. We have completed five of these com-
prehensive inspections to date. The data are being compiled and I don't
have them here for you, but we can say that we found literally thou-
sands of serious violations of safety standards that could have'caused
death or serious injury had an employee encountered them.
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The fundamental reason whysuchproblems exist in any employer's
organization is because of the failure of top management to provide
adequate support to safety and health activities. This is the case also
with the Postal Service. It is the extent of support for the program
of safety and health by all levels of management that in the end de-
termines the protection actually provided to workers in any work-
place. It is the view of this administration that the incentives to
postal management to support safety and health needs to be increased
by applying virtually the full range of OSHA authorities to this
employer.

Now, it is true that more can be accomplished under the new Execu-
tive order the President recently signed regarding Federal agency
safety and health. But the best incentive for improvements in the
Postal Service would be the prospect of citations, penalties, and legally
binding abatement requirments along with the clear right of postal
employees to complain to OSHA and receive a prompt response in the
form of a safety and health inspection by our safety engineers and
industrial hygienists.

For Federal agencies in general, of course, monetary penalties
would make little sense for they would simply involve the transfer of
Federal funds from one Government pocket to the other. To require
them in such cases would only hurt the public purpose of funds
appropriated by and large from general tax revenues, not function
as an effective financial incentive to better safety and health
performance.

But the Postal Service is different from most Federal agencies in
that it derives more than 90 percent of its operating i avenue from
fees for services provided. It does operate very much like a private
enterprise, and in fact, declared a surplus in 1979. Any penalty pay-
ments would thus have an impact on the Postal Service's financial per-
formance, fiscal performance, and would thus contribute to top man-
agement awareness of safety and health problems, particularly -when
the sanctions are in response to formal worker complaints of hazards
that were ignored at a lower management level. This administration
believes that in a case such as the Postal Service virtually the full
range of OSHA authorities should be utilized to promote employer
and employee efforts to eliminate hazards and lower compensation
costs. We also believe, of course, that the Postal Service should have
available to it the full range of defenses provided for under the
Occupational Safety and Health Act to employers.

There are one or two problems that I would like to bring to the
committee's attention. One of these has to do with criminal sanctions
under the Occupational Safety and Health Act. The administration
does not feel that it is necessary or appropriate to provide for criminal
sanctions against the Postal Service as an organizational entity. But
we do point out that criminal sanctions are the only direct means avail-
able to OSHA to hold individual managers directly accountable for
their improper actions under these sections of the act, and we there-
fore prefer S. 2558, suitably modified, to H.R. 826 in this respect.

The recent postal employee death in the New York Foreign Mail
Facility in Jersey City, about which we heard a few moments ago,
would have been considered by this agency for possible referral to the
Justice Department for prosecution of the relevant managers for
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criminal, willful violations of the OSHA Act if they had worked for
private employers. The evidence was clear and the only reason we
could not do t at was because this employer is not subject to the full
range of OSHA provisions.

We strongly recommend that the subcommittee include provisions
for criminal sanctions against individual managers in any legislation
which proposes to place the Postal Service under OSHA as a private
sector employer. We will be pleased to work with committee staff on
language to this effect.

An additional area of concern with both of the bills pending before
the committee with respect to occupational safety and health is
whether Congress intends that the provisions of section 18 of the
OSHA Act concerning State OSHA programs would apply to the
Postal Service. The bills in their present form do not specifically
exclude any provisions of section 18 and therefore we would have to
interpret them as applicable to the Postal Service under these bills.

As you may know, the Occupational Safety and Health Act does
provide for States to operate their own occupational safety and health
programs subject to criteria and oversight by Federal OSHA. And,
23 States do have programs of this nature funded 50 percent by Fed-
eral funding. We do not believe that States should be permitted to
apply their occupational safety and health programs to Postal Service
facilities. The Postal Service remains an entity' created by the Federal
Government despite its private sector characteristics and from the
earliest days of th, Republic to the present time the application of
State law to Federal entities has created problems both legal and prac-
tical. We do not recommend granting the States authority in this case
as this might divert our efforts and the efforts of the Postal Service
management from the goal of improving working conditions of postal
employees.

Mr. Chairman, that concludes my prepared statement and we are
available to answer any questions either here or for the record.

Senator GLENN. Thank you very much, Mr. Whiting. Does your
testimony this morning reflect just the views of tle Department of
Labor or does your testimony on the OSHA matter represent the views
of the administrationI

Mr. WHrrING. It represents the views of the administration.
Senator GLENN. Why do you oppose penalties against the U.S.

Postal Service as an organizational entity when you support criminal
penalties against postal managers per se? There is a difference there
that I think is rather important.

Mr. WHITING. Well, Mr. Chairma'a, penalties in the case of an or-
ganization have little practical difference from the willful civil penal-
ties that the organization would be subject to. Under the OSHA Act
the maximum willful penalty, civil, is $10,000 and for a criminal viola-
tion, similarly, $10,000.

Senator GLENN. I was thinking here of the corporate analogy. You
can have a fine, as I understand it, assessed against an individual or a
corporation, yet in this you would favor going just halfway. You
would make the individual liable but not, in effect, the corporation.

Mr. WHITING. Yes, sir. I think the criminal designation might hae
more symbolic than practical value in this case and the administration
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feels that it is inappropriate to have one Federal agency bringing
criminal charges against another one as an entity.

Senator GLENN. Where does the corporate analogy break down? I
don't quite .follow that.

Mr. HyAN. Sir, I wonder if I could help?
Senator GLENN. Yes.
Mr. HYNAN. It was thought by the Justice Department that bringing

a criminal action by one agency against another Federal agency as an
entity was inappropriate, at least in appearance. Not inappropriate in
practice but in appearance. In the case of criminal prosecution against
individuals, the action wouldn't have to be just against the lower level
supervisors or the managers. If, indeed, the facts of the particular case
show that there was an overall Postal Service policy involved, we could
move up the hierarchy to determine whether, based on the facts of the
case, leading officials of the Postal Service were responsible for the
policy that resulted in violation of the requirements of OSHA stand-
ards. So, in effect, not prosecuting the Postal Service, but only re-
sponsible managers, would preserve the fundamental purpose of crim-
inal provisions which is to hold individuals responsible for their ac-
tions and to punish them.

As Mr. Whiting said, the symbolic-largely symbolic bA not to-
tally-criminal provisions in the case of a corporatio- are not, I would
venture to say, as useful as holding an individual, no matter how high
he is in the organization, responsible for those acts. But, we were per-
suaded by the Justice Department that one agency bringing a criminal
action against another agency might be omitted without sacrificing
the essence of criminal prosecution; that is, punishing responsible
managers.

Senator GLENN. We mar want to talk to you more abot that. We
don't have time to go intoit in real depth this morning. In your own
testimony, you note that the Postal Service is different from most
Federal agencies and derive more than 90 percent of its operating
revenues in fees for services provided and thus much like any private
enterprise. In fact, it declared a surplus in 1979. Any penalty pay-
ments would have an impact on the Postal Service's fiscal performance,
thus contributing to top management awareness. You make the case
that this is not another Federal agency. That is the basis for the whole
concept. But then to go only halfway with penalties that would
apply to a non-Federal agency. It seems to me, you make a very good
case for its not being a Federal agency, and then you don't go ahead
and treat it as such.

So, you may want to work with staff later to try to get language
that, as you suggested, would be satisfactory. We will have the staff
get in touch with you. This was rather short notice. We do appreciate
your coming forward and volunteering to appear this morning, so
that we can have the benefit of your views.

Thank you very much.
[The prepared statement of Mr. Whiting follows:]
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STATEMENT OF BASIL J. WHITING
DEPUTY ASSISTANT SECRETARY OF LABOR
FOR OCCUPATIONAL SAFETY AND HEALTH

BEFORE THE
SUBCOMMITTEE ON ENERGY, NUCLEAR PROLIFERATION

AND FEDERAL SERVICES
OF THE

SENATE COMMITTEE ON GOVERNMENTAL AFFAIRS

May 1, 1980

Mr. Chairman and Members of the Subcommittee:

I am Basil Whiting, Deputy Assistant Secretary of Labor

for Occupational Safety and Health. With me this morning

are Richard Wilsoil, Deputy Director of Training, Education,

Consultation and Federal Agency Programs for OSHA and John

Hynan, Deputy Associate Solicitor of Labor for Occupational

Safety and Health.

We are happy to be here today to discuss H.R. 826 which

would make the Postal Service subject to practically all

the authorities of -the Occupational Safety and Health Act

of 1970. The Administration fully endorse the intent of

H.R. 826. Before I begin to discuss the provisions of

the bill, however, I would like to describe the authority

and philosophy of the OSH Act, particularly as it relates

to the Federal sector.
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Purpose of the Act

OSHA was created in 1970 by a Congress deeply concerned

about the rising number of deaths and injuries in American

workplaces. The Congress in passing the Act saw the need

for a strong enforcement program and included in the Act

an array of tools designed to accomplish this end. The

Act thus gives OSHA the authority to conduct unannounced

inspections, issue citations, propose civil penalties, require

abatement of hazards and, where a fatality is involved,

refer appropriate cases to the Justice Department for criminal

prosecution. The theory behind this enforcement scheme

is that the actual or potential exercise of the full range

of these authorities by OSHA would encourage general com-

pliance with workplace standards, even though OSHA can only

inspect a tiny fraction of all workplaces yearly.

Assuring safe aid healthful working conditions in Federal

agencies, however, is treated differently under the Act.

Federal agencies are not defined as "employers,* and are

thus not subject to the same requirements of the OSH Act

as the private sector. Rather, the Act provides for the

protection of Federal employees under section 19. That

section places the responsibility for protection of Federal

employees with their respective employers--the respective

agency heads--and OSHA is authorized to provide guidance

to the agencies and evaulate the adequacy of their individual
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in-house programs. OSHA does not, however, have specific

authority under Section 19 to conduct unannounced inspections,

issue citations, propose penalties, require abatement actions

or to recommend criminal sanctions, as it does with private

employers. Thus, the full theory of the Act does not apply

to the Federal government because a key element of the Act's

-philosophy--the effect on employer actions of the potential

for these enforcement actions--is absent.

Although Federal job safety and health programs do

not operate under the same authorities or concepts as the

private sector, Executive Orders have served to clarify

and strengthen these programs. Gradually, as the needs

have become more apparent, OSHA's responsibility and authority

with respect to Federal employers have been expanded, and

the responsibilities and accountability of individual agencies

have been refined.

The first such Order, No. 11612, was issued in 1971.

When it became clear that greater efforts were needed, Executive

Order No. 11807 was issued, in September 1974. To keep

the President abreast of progress, this order provided for

detailed evaluations of the agencies' occupational safety

and health programs by the Department of Labor, and for

the transmittal of those evaulations, together with agency

comments, to the President.

66-919 0 - 80 - 36
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It became clear to this Administration after seeking

to operate under E.O. 11807 that additional steps were

needed to strengthen the effectiveness of Federal agency

safety and health efforts. Based upon a careful review

of the program's needs, the President signed, on February

26, 1980, a new Executive Order (EO 12196). This order

will take effect July 1, 1980, and will provide for im-

proved employee protection within the scope of section

19 authority.

Application of OSH Act to Postal Service

In 1975, Public Law-94-82 amended the Postal Service

Act to expressly place the Postal Service under OSHA as

a Federal agency. The Postal Service is thus required-

to comply with section 19; and we understand it is their

view that they must comply with implementing documents

as well, including Executive Orders.

With over 695,000 employees, the Postal Service is

the second largest Federal agency, surpassed only by the

Department of Defense. Most postal employees re also

exposed to hazards greater than those normally associated

with office employment. These include unsafe working condi-

tions involving mechanical equipment, such as conveyors;- -

hazardous working surfaces; inhalation of dust and toxic

substances; automobile accidents; and myriad other serious

hazards.
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Over a 5-year period ending in 1977, according to our

statistics, injuries, illness and lost work time in the

Postal Service all increased by at least 35 percent. The

only exception to this trend is the incidence of fatalities,

which while an unacceptable average of 16 fatalities a year,

did drop by one-third over this period. U.S. Postal Service

employees also have filed more notices of unsafe and unhealth-

ful working conditions directly with OSHA than have employees

of any other Federal agency.

Postal Service management has recently been receptive

to OSHA's views on methods to improve this record. Thus,

for example, a limited OSHA evaluation of the headquarters

office and six Postal Service centers pointing to deficien-

cies in connection with safety and health staff led to changes

in Postal Service activities in this regard. In addition,

following the tragic death of a postal employee in a bulk

mail center in New Jersey last year, the Postal Service

requested OSHA to conduct comprehensive inspections of all

21 bulk mail centers. We have completed five of these com-

prehensive inspections to date, and would anticipate that

our recommendations, when completed, will be carefully con-

sidered by the Postal Service. On the other hand, to say

that OSHA's views are now given attention is not to ignore
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that the reason why that attention is necessary is because

of the failure of Postal Service management to provide adequate

support to safety and health activities in the past. It

is the extent of support for the program by all levels of

management that in the end determines the protection actually

provided to workers in any workplace, and it is the view

of this Administration that the incentive to postal management

to support safety and health efforts needs to be increased

by applying the full range of OSHA authorities to this employer.

Proposed Legislation

While more can be accomplished under Executive Order

12196 than in the past in promoting safe and healthful work-

ing conditions, the best incentive for improvements in tho

Postal Service would be the imposition of legally binding

abatement requirements, enforced through the imposition

of penalties. For Federal agencies in general, of course,

such penalties would make little sense, as they would simply

involve the transfer of Federal funds from one Government

pocket to the other. To require them in such cases would

only hurt the public purpose of funds appropriated by and

large from general tax revenues, not function as an effective

financial incentive to better safety and health performance.

The Postal Service is different from most Federal agencies,

however, in that it derives more than 90 percent of its
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operating revenue from fees for services provided. It thus

operates much like any private enterprise, and in fact

declared a surplus in 1979. Any penalty payments would

have an impact on the Postal Service's fiscal performance,

and thus contribute to top management awareness of safety

and health problems, particularly when the sanctions are

in response to formal worker complaints of hazards that

were ignored at a lower management level. This Administration

has indicated its strong opposition to legislation that

would place restrictions on the use of OSHA compliance or

other authorities in connection with businesses already

considered *employers" under the Act; and similarly believes

that in a case such as the Postal Service, virtually the

full range of OSHA authorities should be utilized to promote

employer and employee efforts to eliminate hazards and lower

compensation costs.

H.R. 826 would, in general, provide for such a change

in the OSHA authorities applicable, to the Postal Service,

and, of course, it would permit the Postal Service the full

range of defenses available to any employer under the OSH

Act. H.R. 826, however, has two serious deficiencies, the

most serious of which is its exclusion of the Postal Service

from the criminal penalties of Section 17(e),(f) and (g)

of the Act.

While this Administration does not feel it necessary

or appropriate to provide for criminal sanctions against

the Postal Service as an organizational entity, we do point
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out that criminal sanctions are the only direct means available

to OSHA to hold individual managers directly accountable

for their improper actions under these sections of the Act.

The recent postal employee death at the New York and Foreign

Mail Facility in Jersey City, New Jersey, would have been

considered by this agency for possible referral to the Justice

Department for prosecution of the relevant managers for

criminal/willful violations of the OSHA Act if they had

worked for a private employer. We strongly recommend that

the Subcommittee include provisions for criminal sanctions

against individual managers in any legislation which proposes

to place the Postal Service under OSHA as a private sector

employer. We will be pleased to work with committee staff

on language to this effect.

An additional area of concern with H.R. 826 is whether

Congress intends that those provisions of section 18 of

the OSH Act concerning State plans apply to the Postal Ser-

vice. The bill does not in its present form specifically

exclude any provisions of Section 18, and therefore we would

have to interpret them as applicable to the Postal Service

"under this bill.

Section 18 of the OSH Act provides, among other things,

that States desiring to enact their own occupational safety

and health laws should submit a plan to the Secretary of
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Labor. If the Secretary approves the plan as meeting cer-

tain criteria in Section 18 and in his implementing regu-

lations, the State may assume the enforcement of its own

OSH law and regulations. These approval criteria are fairly

detailed but they can be summed up as requiring that State

enforcement must be as effective as the Federal program

if the Secretary is to approve them. The Federal Government

funds approved State plans up to 50 percent of cost. At

present, 23 States have approved plans and one State, Con-

necticut, has a plan that only applies to State public employees;

the other 23 apply to public employees as well as to most

private employers.

We do not believe that the States should be permitted

to apply their OSH laws and regulations to Postal Service

facilities. The Postal Service remains an entity created

by the Federal Government, despite its private sector char-

acteristics, and from the earliest days of the Republic

to the present time the application of State law to Federal

entities has created problems, both legal and practical.

We do not recommend granting the States authority in this

case as that might divert our efforts from the goal of improving

the working conditions of postal employees.

Mr. Chairman, this concludes my prepared statement.

We are available to respond to any questions you or members

of the Subcommittee may have.
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Senator GLENN. Our next witnesses will be William F. Bolger, Post-
master General, Carl Ulsaker, Senior Assistant Postmaster, Em-
ployee and Labor Relations; Louis A. Cox, General Counsel; and Jim
Finch, Senior Assistant Postmaster of Finance.

TESTIMONY OF WILLIAM P. BOLGER, POSTMASTER GENERAL,
ACCOMPANIED BY CARL ULSAKER, SENIOR ASSISTANT POST-
MASTER, EMPLOYEE AND LABOR RELATIONS; LOUIS A. COX,
GENERAL COUNSEL; AND JIM FINCH, SENIOR ASSISTANT POST-
MASTER OF FINANCE

Senator GLENN. Mr. Bolger, in the comprehensive statement on
postal operations put out in January of this year, it was estimated that
the postal deficit in fiscal year 1980 would be $593 million. Do you have
an update on the deficit amount at this time?

Mr. BOWER. I think that the deficit will be slightly lower than that,
Senator, if we can keep on this course and inflation doesn't get any
worse. It is hard to visualize how it could get any worse. But I think
it will stay at $593 million or slightly below that.

Senator GLENN. I noted in your statement, on page 2, that you
talked about going to a net income of $470 million and to an estimated
loss of $593 million. Correctly, you blame that on inflation, as a big
part of the problem. That figure, though, of a net of $470 million in-
cluded how much Government subsidy?

Mr. BOLGER. It included about $1.8 billion, I think, Government
subsidy including the public service subsidy of $828 'million.

Senator GLENN. I have found a number of people who, when I talk
about a postal subsidy, want to know why we need a subsidy if the
Post Office is in the black. I think it is important to point out that
the figures you quote as a net include the Government subsidy. So, make
that very, very clear.

Mr. BOLER. Yes, indeed, we made that clear in our annual report.
We try to make that clear everytime that we talk about it.

Senator GLENN. Can you break down your costs for us a little bit? I
remember previous testimony a year or so ago when you reported to
us, I believe, that labor was 86 percent of your costs at that time. Has
that changed?

Mr. BOLGER. Salaries and fringe benefits account for about 86 per-
cent of our total costs. Another 7 percent is for transportation and
fuel cost; 93 percent of our costs are involved in one of those activities.

Senator GLENN. So that is remaining fairly constant. You don't see
that changing much I

Mr. BowE. No, it is not. I don't see it changing in the foreseeable
future. In a few years, with the automation attempts that we are going
to make, and hopefully as we get involved with using the technology
of electronic transmission, we will be able to reduce our labor costs.

Senator GLENN. That is the reason I am asking. I know that you
have gone to a lot of expense in automation and bulk mail handling
centers. They were supposed to provide greater efficiency. But you
don't see this as materially changing the labor percent of your overall
budget?
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Mr. BoLoE. I don't see it in the next few years. I think that as we
take our next steps in automation, if we are permitted to use electronics
technology in the transmission of messages, I see, looking out several
years ahead, that we probably will be able to reduce labor costs as a
percentage of our total costs. I think it will start dropping off from 86
percent.

Senator GLENN. On page 2 of your testimony, also, you say "convert-
ing these cuts into larger rate increases would defeat the purpose of the
cuts." Does that iean the Postal Service would not propose to make
this conversion?

Mr. BOLoiR. Well, actually, converting from 6- to a 5-day delivery
was not on my priority list at all for fiscal year 1981 and I would not
propose it if we were not discussing a cut in our appropriations.

The way I look at the discussion on our budget, if we are going to
be cut and the cut is going to be continued-if we go beyond fiscal year
1981 and look into fiscal year 1982 and 1983--we are going to lose the
public service subsidy. We have three options. We can increase routes.
We can improve our productivity even further, but I don't think that
is possible considering that we have already built in a 3-percent pro-
ductivity improvement. The only other option that seems to be avail-
able is the elimination of a major part of our service. The one that
seems to be readily adaptable to this, and probably the only one that
is available, is the reduction from 6- to 5-day delivery.

I have stated before that if we were talking about a one-time cut of
$250 million in the 1981 budget, it would not cause me to consider re-
ducing the days of delivery from 6 to 5.

Senator GLENN. How firm are your figures on the savings which
would result from 6 to 5 day delivery? Your labor contract, which is
86 percent of your budget, is not such that you can just lop off large
numbers of people. There are terminations, attritions, and time pe-
riods. It would take years to decrease "'he labor force significantly.

Is $250 million a fairly firm figure that you think you realistically
would save? Would the savings be in operating costs or fewer vehicles
or fuel costs? Or, what would be the saving when you went from 6 to 5
days when your labor costs are so great and they don't really change
that materially on a short-term basis?

Mr. BOWER. The total savings per year, Senator, once this was im-
plemented-in today's money I am talking about-would probably be.
around $600 million. The $250 million is what we figured we could
save in fiscal year 1981 if we pressed the button and went ahead with
implementing the 6- to 5-day delivery, probably in-October, 1980 for
February, 1981. That is the best we could get out of it. The annual
savings would be about $600 million after we had fully implemented.
The first full year of implementation would only reduce our financial
liabilities by $588 million. It is a tricky situation because in the first
year you have some one-time costs, such as $84 million for unemploy-
ment compensation.

I will be glad to submit a complete digest of that.
Senator GLENN. We would like to have that for the record. We

would appreciate that and it will be included in the record in its en-
'Wle material follows:]
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5-DAY DELIVERY SERVICE

Estimated
anngal savings I

First yur Long term

I. ,avlnxs:
.. . City carriers ......................................................... $421.5 $469.4

B. Supervision ......................................................... 24.1 24.1
C. Rural carriers ........................................................ 109 4 109.4
D. Rural carrier EMA (vehicle) ............................................ - 28.9 28.9
E. Rural carrier EMA (fuel) .............................................. 11.1 3 17. 1
F. Fuel ................................................................ &0 38.0
G. MVS--Lbor and parts ................................................ 4.1 9.6
H. Drlveout/carfare/vehicle hire .......................................... 8.8 8.8
I. Highway contracts ................................................... 3. 5 3.5
J. IndimcL ............................................................ 42.5 47.5

Total savings ...................................................... 683.9 736.3
II. Costs: Saturday collections ..........................------------------------ 9.5 9.5
II. Annual savings ............................................................. 674.4 726.8
IV. i-time costs: Unemployment compensation ------------------------------ 6.4.........
V. Net Ist-year savings .......................................... 588..........

Fiscal year 1981 cost levels.
2 11390,000 gal X $1.50/gal.
a 14,§94,100 gl X $120/gal.

Senator GLENN. Do you need any additional legislative authority
to go from 6- to 5-day delivery, or do you have to go to the Rate
Commission? I am not clear on the procedure.

Mr. BoLoFR. Under current law-assuming the statute didn't
change and assuming the appropriations procedure didn't specifically
mandate that we would accomplish our reduction in costs by convert-
ing from a 6- to a 5-day delivery week-we would have to file a case
with the Postal Rate Commission.

Senator GLENN. They would have to approve it, then.
Mr. Bowii. Well, not approve it. They would hold hearings on this

issue and let the public or anybody who wanted to testify 7 on it, and
they would come back and offer an advisory opinion to pas'al manage-
ment. After we receive that advisory opinion, we would have to make
a decision whether to proceed or not.

Senator GLENN. Well, you make a very strong case in your testi-
mony for your lack of control in starting new services. I guess you
are limited in cutting out old services, too. Is that correct?

Mr. BOwER. We are limited to the extent that the Postal Rate Com-
mission would have authority, under current law, to hold hearings
on such a major service adjustment and then, in turn, would offer an
advisory, not a binding, opinion back to postal management-not the
board of governors, but to postal management.

Senator GLENN. You say there are three ways you can cut back on
or balance your budget; by a change in rates, a change in productivity,
or a change in service. We talked about 6- to 5-day delivery. What
was your goal for productivity this year?

Mr. BoWER. Three percent.
Senator GLENN. And you made 1.3?
Mr. Bomom No, the- 3 percent was for fiscal year 1979. We made

1.3 percent in fiscal year 1979. Our goal for fiscal year 1980-
Senator GLErN. What was your goal for 1979?
Mr. Bowm. It was 3 percent, and we made 1.3.

I
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Senator GuaNi. Now in the rates that you are talking about and
in your budget for 1980, you are talking about 3 percent again. What
gives you any confidence that you will hit 3 percent instead of 1.3
again ?

Mr. BoLF Well, we have the trends going in the right direction.
Right now we are hitting around 3.4 for the year to date and we are
halfway through the year in fiscal year 1980. I think we are using our
mechanization better, we are managing our activities better, and we are
getting more volume. Not as much work is required-for instance, the
third class rate and carrier presort. We are getting more volume with
less work required, thereby increasing our gross productivity. I think
we are going to make it. It is going to be awfully tight, but I think we
are going to make it.

Senator GLENN. So you have real confidence that you will make your
3 percent or come closer to it than you did last year.

Mr. BoLro. I do indeed. We are already ahead of it right now and
I think we are going to stay ahead of it and not fall below it.

Senator GLENN. My 10 minutes is up. Senator Durenberger.
Senator DURENBEwRp. Thank you, Mr. Chairman. Let me start with

the back end of your statement on OSHA and ask you a couple of
questions. I think I clearly understand your position on the applica-
tion of occupational safety and health inspections but I don't under-
stand fully why you believe that the inspection is necesary. If you
recognize the problems inherent in the Postal Service, you under-
stand all of the statistics that we have been furnished about the rate
of injuries in the Postal Service and my basic question is why, like any
other employment entity, is the service itself not doing something aboutthe woblem'lhr. BoE. We are doing something about the problem. As a mat-

ter of fact, we have been continuing to emphasize safety and health
for our managers and our employees, but we are not satisfied. We have
been showing some improvement and I can offer some statistics for the
record showing the improvement that we have had in our own safety
program. I am not satisfied and I think that our accident rate is still
too high. We are injuring too many people in the Postal Service.
I am not satisfied with it at all. I don t know what the acceptable level
is: I think the only acceptable level you can shoot for is zero accidents-
zero injuries.

What we have done recently is hire one of the best consulting firms,
E. I. DuPont Consulting Services, to help us improve our safety pro-
gram. They have looked at it and they fird that there is really nothing
wrong with our progam. The problem that we have had is the en-
forcement of our safety rules with our managers and with our own
employees. That is what we are going to concentrate on and give a
great deal of emphasis to over the next few years as a program and
continue to give it emphasis as an ongoing thing.

If you have no other interest, as a greedy manager, you knowthat
lost-time injuries cost you money and isturb your productivity. If
you had no other interest, you would do it for that. We have other
interests. We don't want to injure our employees. We want to take
all the steps that we can to make sure that they are not injured.

As regards OSHA, I may have some differences as to how OSHA
operates, like many people do, but if Congress is going to impose those
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restrictions on the private sector, I really can't see an employer like
the Postal Service being exempt from those OSHA inspections and
OSHA rules.

So that is why I have no problem endorsing the bill with the excep-
tion of a couple of provisions.

Senator DuRENBERGER. Normally, the reasons for an excess over
the standard are a variety of factors. The office could be facilities
oriented. Or it could be a lack of funds with which to evade certain
kinds of conditions. But probably the most prevalent reason is the
lack of education motivation on the part of the employee. You can
have the safest workplace in the world, but if you aren't spending
any time educating or motivating employees, then what good does it
do to have an inspection? I wonder where the Postal Service falls in
those areas?

Mr. BOLoER. Well, we have had the programs to educate and to inoti-
vate employees and our managers. I think in certain areas of our sys-
tem they have broken down. I think that is where the problem is. I
don't think it is our program per se.

I think it is that the individuals themselves have failed someway
or another to carry out the provisions of the programs. That is what
we are going to have to work on.

Senator DURENBEROER. But, from the outsider looking in, what
you are saying is that you want an inspector to come in and tell these
people what they already know should be done.

Mr. BoLr . No, I think that is something I won't object to, but
I think we have to do it ourselves. I think you practice safety day in
and day out. You just don't have a grand program or have an in-
spection or get a report and that's the end of it. The only way to have
a safety program-a safety and health program-is to have people
practicing safety day in and day out. They must, from top to bot-
tom, practice proper safety principles.

You could have all the programs and five more OSHA's and it
still wouldn't work unless people carried it out.

Senator DURENBEROE. Have you measured the consequences of the
application of OSHA to the Postal Service in terms of costs that
will have to be incurred both in terms of penalties and in terms of
abatement?

Mr. BoLoFn. The penalties, I don't know. We haven't had tim ex-
perience. We aren't going to correct the planning authority that
OSHA might have over the Postal Service. I don't think it is going
to help us in our safety and health program.

I think it is just a wrong system to have one Federal agency fining
another Federal agency. I think OSHA, with the experts they have,
might help us identify safety problems. They might be a valuable
third party looking at us. An objective party looking on might help
us. I don't see why there should be any great additional cost to us.
If they got into fining authority, there could be some additional costs.

Senator DURENBEROER. Is it safe to conclude then that your position
is-and I agree with your position-that if Occupational Safety and
Health is good for one part of the employment sector, then it 'ought
to be good for the Postal Service, but it probably is not going to have
a great impact on the rate of injuries or lost time or anything else?
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Mr. BowER. In itself. I hope that it will be useful and helpful to us
in reducing injuries to postal employees and in helping us with our
safety program. I just have the great feeling as a citizen, if not as a
government official, that if the government is going to impose these
types of rules and restrictions on the private sector, then they better
well have them imposed upon themselves.

Senator DUm EBERGER. The objection that you have in your state-
ment referred to the section about multiple supplemental State reg-
ulations to the Postal Service. Is that a proposal that would apply
to State inspection or State standing?

Mr. BOLGER. State standing and State inspections both. I think, if I
heard correctly, the OSHA people testified against that today them-
selves.

Senator DURENBEROFM. Do you have a problem with State? If you
have uniform Federal standards, do you have a problem with State
inspectionsI

Mr. BOLGER. I have a problem with the variety of standards that
might be impossible for us to follow. We are a national organization,
an actual government entity of the Federal Government.

I also think there is a pretty strong violation of the principle that
the Federal Government should not be dictated to by the States.

Senator DURENBERGER. Let me switch. How are we doing timewise?
Senator GLENN. About 3 minutes.
Senator DURENBEROFX. Okay. Let me switch to the issue of compen-

sation as it relates to productivity. Is there any way to relate the
two-compensation and productivity-at the Postal Service, particu-
larly at the supervisory or management level?

Mr. BOLGER. I think there certainly is at the supervisory level. You
have to keep some type of good differential between the supervisor and
the employees supervised-a financial or total compensation differen-
tial-if you are going to expect supervisors to be interested in their
work, and indeed, to give proper management direction to the people
under their employ. If you are going to tell somebody to be a manager
for a $1 more a year, or $5 more a year, you are not going to get
much out of that person. You are not going to get many people trying
to become managers. So there is a relationship there, yes.

Senator DURENBERGER. But my question is: Can you provide produc-
tivity bonuses to managers of facilities that reach certain productivity
goals?

Mr. BOWER. I don't think there is anything in the Reorganization
Act, except the limits on total compensation at my level, that would
prohibit that. I don't think there is. We have the opportunity to com-
pensate people through incentive bonuses if we need to use that
technique.

Senator DURENBEROER. I understand your position on Saturday
mail delivery to be that, that is out in 1982 or 1983. At the present time,
is that your position?

Mr. BQLOER. No. I think we ought to sit and wait and see how the
budget resolutions finally come down to get an indicator of what our
financial situation is going to be in fiscal year 1981. There are three
versions floating around right now, one in the House that would take
$736 million, or all of the public service appropriation. The adminis-
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tration has recommended $250 million out of our public service appro-
priation for fiscal year 1981, and completely eliminating the authorized
amounts for the out years in 1982 and 1983. The Senate version reduces
our appropriation by some $588 million.

So, I don't know. Right now, I still have asked my task force to try
and father information for me to see what would be the final effects of
this if we had to take such action and, indeed, whether we could do it
in fiscal year 1981 or not, I just don't know. I have to really wait and
see what the action of the Congress is going to be.

Senator DuRENBERGER. If you don't know the action of Congress
until September, as you have described the process here under law of
filing with the PRC who is holding hearings and giving advisory
opinion, What is realistic in terms of when a program like this might
be implemented?

Mr. BOWER. There are several things that could happen. I could ask
that the rate case be amended to provide for the additional income
we would need by further increasing the rates. If I had to, on an
interim basis, I could ask the Governors of the Postal Service for per-
mission to borrow, but that is counterproductive. That is not going
to do any good. That is just increasing the total liability of the U.S.
Government by an independent agency. That is not going to help con-
trol inflation, but that is an option open to me.

Incidentally, we borrow from the Treasury.
Senator GLENN. Senator Levin.
Senator IavIN. Thank you, Mr. Chairman.
First of all, I want to commend you for your position on OSHA

application. We have held a hearing on double standards in the
Federal Government--on the difference between how we treat our-
selves and the way we treat others. The Postal Service position that
you are willing to be covered since the private sector is covered,
I think, is an appropriate position.

What would be the clout that OSHA would have over you if there
is no possibility of fining you?

Mr. BOLOER. As a Federal agency, I don't think another Federal
agency telling us what is right and what is wrong -viould be helpful
in guiding us to do the right thing. We shouldn't need any clout
hanging over our heads. We ought to be doing the responsible things.
I would hope we always will. I don't see where the fining authority
would be any great clout, either. I think the only way we are going
to have a good safety and health program in the Postal Service is to
have the managers of the Postal Services and its employees committed
to it.

Senator LEVIN. Are you familiar with the July 1979, OSHA evalua-
tion of the Postal Service?

Mr. BoLF R. I am not familiar with all the details. I am familiar
with the general aspects of it, yes, sir.

Senator LEVN. Do you know whether you have-improved your
health and safety programs since that critical evaluation?

Mr. BOWER. We have. I can supply some statistical examples for
the record. -'

Senator LEvIN. That would be helpful.
[The material follows:]
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STATISTICS DEMONSTRATING IMPROVEMENT IN TIHE USPS

SAFETY AND HEALTH PROGRAM SINCE THE OSHA

EVALUATION IN 1977 AND 1978

The Occupational Safety and Health Administration (OSHA) con-

ducted its evaluation of the Postal Service's safety and

health program from May 3, 1977 to Miy 16, 1978. The evalua-

tion report was not issued unt'l July 1979, and did not take

into consideration actions taken by the Postal Service between

the date of the evaluation and the date of issuance. Most of

the specific recommendations made by OS11A were adopted by the

Postal Service.

Since FY 19/7, accident experience has been on a downward

trend as reflected by the attached chart. Note particularly

that the Lost l'orkday Frequency Rate went down 6.7% fro,

rY 77 to 78 and another 8.G't froe, FY 78 to 79.
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36.7 30 .227.. 29.1 21.6 19.3 25.8 , 21.3 21.3

4.8 41.4 34.2 42.0 38.2 31.9 32.3 29.6 25.4
36.3 24.6 24.0 34.1 22.6 19.8 30.1 17.8 20.6
36.2 24.7 23.7 25.8 13.6 20.2 15.2 8.9 10._7

29.0 23.3 23.1 21.0 18.4 18.3 16.5 9.7 10.2
35.3 29.2 35.3 31.6 25.4 28.4 10.7 8.5 7.5
16.8 12.9 18.4 16.2 12.2 17.8 6.2 j 4.4 6.1
19.0 15.9 42.1 20.0 11.4 39.3 12.4 2.0 3.4 1
36.6 25.8 30.1 35.3 25.3 26.3 14.1 10.1 12.2

40.4 47.4 23.7 36.0 45.9 23.0 19.2 34.5 13.6
16.4 27.6 26.0 11.5 27.6 25.0 7.3 1TM3 T8-T
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43.2 31.4 1 26.0 1 25.7 23.2 24.7 11.0 5.6 9.0
35.4 16.5 1 13.7 5.4 10.8 8.5 4.3 6.8 2.4
26.6 21. 0 134.3 25.4 20.4 33.3 12.6 9.0 10.5 1.
S4,0 33.0 16.8 51.4 32.3 16.1 29.3 15.9 10.3
28,S 27.3 25.8 25.8 24.6 25.4 9.6 8.3 10.1
35.1 28.0 19.3 34.6 28.0 16.4 21.6 14.4 7.4
20.7 20.9 12.7 20.5 20.7 12.5 12.4 9.1 5.9
19.0 8.A 12.0 18.4 8.1 11.8 10.7 3.5 5.6

33.7 28.0 25.5 1 28.8 23.7 21.2 18.7 15.3 13.1

TOTAL USPS
EXCLUSIVE OF BMCs) 12.8 12.6 12.0 9.3 9.0 B.S. 7. 6.6 6.2

Totally Postal' .

Service 13.3 13.0 12.3 9.8 9.4 8.8 7.4 6.9

1/ LWD frequency Rate Is -computed by multiplying the 6iumbt..
of LW) accidents by 200,000, and dividing by the number
of manhours worked.

PREPARED BY:-

ACCIDENT PREVENTION DIVISION
L-VLOYEE RELATIONS DEPARTMENT

C1

PY-79 IFY-77:FY-// FY-/8



571

The attached chart shows the actual distribution of accidents in several

categories for FY 79. Attached also are definitions of the categories.

The categories "Striking Against," "Caught In, under or between," and

"Contact with" would account for accidents generally associated with

industrial operations. Loss of balance accidents such as "Slips, Twists,

and Trips," and "Falls" are greatly influenced by weather conditions.

These categories may be either on or off postal premises and in either

large or small facilities. "Animal" and "Motor Vehicle" related accidents

are predominently off postal premises. "Manual Handling" injuries can

occur both on and off postal premises and can involve handling materials

of varying size, shape and weight.

DISTRIBUTION OF ACCIDENTS
FOR FY 79

Category Percent

Manual Handling 20.4

Falls 14.8

Motor Vehicle 16.4

Slips, Twists & Trips (no falls) 14.8

Animals 10.8

Striking Against 6.4

All Other Types 20.2

This chart reflects all accident experiences, including first-aid cases,

which were entered into our Accident Reporting System during the respective

Fiscal Year 1979. OSHA does not require the submission of reports for

first-aid cases.

66-919 0 - 80 - 37
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TYPES OF U. S. POSTAL SERVICE ACCIDENTS
S

2mplifcatlon of Terms

Manual Vandling: Injuries in this category usually involve actions
such as lifting, reaching, pulling or pushing.

Falls: Involves falls on the same level (e.g. to the street, side-
.walks, or floor) or falls from elevation (e.g. on stairs, from
vehicles, chairs, docks, etc.)

Comment: Associated with falls is inattention
or a failure to recognize a walking surface
hazard. For example, slippery sidewalk
conditions, chipped or broken pavement, debris,
etc.

Notor Vehicle: Includes accidents in which injury or property damage
resulted, incident to the use of a motor vehicle.

I.

Comment: Most vehicle accidents involve, as a
contributing cause, driver error either by one

- -" -or both drivers involved.

Slips, Twists,' and Trios: Similar to the "falls" type with the
primary difference being that a fall does not result. Such accidents
"involve slipping and twisting, tripping on or tripped by an object, or
stepping in or on an object.

Comment: Causes of this type accident parallels that of
the "fall" type-in that a contributing factor is
usually inattention or failure to recognize a
working surface hazard or a loss ofbalance.

Animals: Although this type accident involves all animals, including
..,Insects, the majority'do involve dogs. Host dog related injuries are

dog bites, while a small percent occur as the employee attempts to
retreat from a hostile dog.

Striking Aiainst: Includes, in general, in accident in which a person
in motion strikes a stationary object or material.

Comment: Accidents of this type usually involve, as a
contributing cause, ncmentary inattento' to one's
Szocdiate surroundings while working or walking.
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'Al Others: This classification includes the following accident ypes:

1.- Caught In, under, or between
2. Exposure to extreme temperature

. Inhalation
4. Jumping to or from places
5. Contact with: electric current, chemical, hot or

cold substances
"" 6. Struck by material or objects

. Violence
o 8, Fires

9. Not elsewhere classified

Additional Penarks: "The couments made under each accident type above
do Lot necessarily reilecc the results of a caus2l analysis of each
accident group, but do represent accepted or recognized opinion of
causes associated with similar type accidents in general.
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5/6/80

CO.Q4ENTS ON TESTIMONY OF BASIL J. WHITING, DEPUTY ASSISTANT SECRETARY OF LABOR
FOR OCCUPATIONAL SAFETY AND HEALTH BEFORE THE SENATE SUBCOM4ITTEE ON ENERGY,
NUCLEAR PROLIFERATION AND FEDERAL SERVICE ON MAY 1, 1980

Mr. Whiting indicated in his statement that the Postal Service is different from

most federal agencies in that it derives more than 90% of its operating

revenue from fees for services provided. It thus operates much like any

private enterprise. The statement is correct that the Postal Service is

different from other federal agencies, but the conclusion that it is like

private enterprise is not correct. The Postal Service is designed as a

break-even operation, not profit-making. Rates are designed to allow mail

to pay for itself within the regulations governing various classes of mail.

Further, the USPS does not have the flexibility to reduce or adjust service

or make rapid workforce adjustments. Therefore, fines or penalties that

detract from income would obviously affect the rate or the subsidy, which

means that the fines would be passed on to the taxpayer.

He also indicated that OSHA favors criminal sanctions against individual

managers in the Postal Service. If we compare Postal Service executives

to the private sector, private sector executives have high salaries and

other attractive benefits. They are often insured against job-related

law suits. The Postal Service is limited to a maximum salary somewhat in

excess of $69,000 per year and most postal executive salaries are actually

far less. Our executives are not protected by insurance against law suits.

Criminal negligence of course, even if applicable to the Postal Service,

must be proved. Hr. Whiting's testimony indicated that the recent postal

employee death at the New York Bulk and Foreign Mail Facility "would have been
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considered for possible referral to the Justice Department for prosecution

of the relevant managers for criminal/willful violations of the OSHA Act if

they had worked for a private employer". There were no witnesses to that

accident and OSHA investigators developed a reasonable theory of how the

accident might have happened. The Postal Inspection Service also investi-

gated the accident and came up with their theory based on the evidence that

they have uncovered. In addition to phone calls, we have written OSHA on

two separate occasions - the first on March 6 and again on April 23 and

invited them to view the video tape prepared by the Inspection Service

and to discuss it with them. OSHk not only has not accepted our invitation,

but on neither occasion did they even respond to our letters. It is

difficult therefore to see how they would carry out criminal sanctions

being unwilling even to review all the evidence.

Referring to OSHA inspections of the bulk mail centers, Mr. Whiting stated

the Occupational Safety and Health Administration found literally thousands

of serious violations of safety standards.

The inspections were conducted by USk with full and complete cooperation by

the Postal Service. Yet it has been in excess of four months since the

Postmaster General made the request for OSHA inspections and still the

Postal Service has not received formal transmittal of the inspection findings.

CertainlyI if there are thousands of serious violations, the Postal Service

wants to know the specifics in order to assure correction.

In the interim, we have conducted our own inspections and initiated corrective

action.
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THE POSTMASTER GENERAL
¥,a*Shbr1-t,,^ DC 2'04,5.0' •

March 7, 1980

MEMORANDUM FOR Senior Assistant Postmasters General
General Counsel
Chief Postal Inspector
Assistant Postmasters General
Judicial Officer
Controller
Treasurer
Consumer Advocate
Office Directors
Division General Managers
Branch Managers

SUBJECT: Safety and Health Programs of the Postal Service

On behalf of the management of the Postal Service, I testified
yesterday before the House of Representatives Subcommittee on
Postal Personnel and Modernization concerning the safety and
health programs of the Postal Service. A text of my opening
statement will be sent to managers, down through sectional
center postmasters, and will also be reprinted in an early
edition of Postal Leader. I urge you to read it closely. In
the meantime, however, I want you to know that I have committed
the Postal Service to establish a Safety and Health Program
that is second to none -- and a model for others to follow. As
a start in this direction, I outlined in my testimony fourteen
actions now being taken and suggested others that will follow.

Among the points made, I stated that the Postal Service would
comply fully with Executive Order No. 12196 which pertains to
the Occupational Safety and Health Programs for federal employees
and that our preventive maintenance program would be given the
highest priority. I noted, too, that I have instructed senior
management to design whatever programs are needed and to apply
whatever resources it takes to gat this job done. -
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This is a big coMnitment and one that we must -- and will
keep. To do so will require that you exercise your full
responsibilities as a manager rid that you place safety at
the very top of your "must do" list.

In recent months there have been allegations that the Postal
Service's safety record is the worst in the federal government
and that management has a callous disregard for the safety and
health-of our employees. I do not accept these charges, and
so stated yesterday, because I know that you are concerned
about the people who work for you; but while our safety record
il not as bad as has been portrayed, we can and will make it a
lot better.

In the very near future, a series of directives will be coming
to you concerning our safety and maintenance programs. Look
for these and give them your closest personal attention.

cc: Deputy Postmaster General
Executive Assistant to the

Postmaster General
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FOURTEEN POINT SAFETY PROGRAM
CURRENT STATUS

May 1, 1980

(1) At the New York BMC, the conveyor problems identified by
OSHA have been corrected for all such equipment presently being
used. We have sent in a safety and maintenance survey team to
do a detailed study and make further corrections.

The study is complete. Items identified as serious in
nature have been corrected or the equipment removed from'
service. Projects have been identified to improve the
safety of the entire facility. This effort is being
pursued.

(2) For the BMC's generally, a special maintenance and safety
survey is underway.

That survey has been completed for all the BMC's. The
maintenance work is virtually complete except for a few
items (major projects i.e. catwalks) are still underway
as a result of that survey. Each site has an action plan
and is filing status reports on a regular basis to their
regional headquarters.

(3) Also for the 21 BMC's, I have requested the Secretary of
Labor to provide inspectors to do an independent inspection
at each facility. The Secretary has accepted and the inspcc-
tions have begun at five locations: New York, Los Angeles,
Memphis, Chicago, and Philadelphia.

OSHA agreed to inspect five BMC's - one in each region.
They were: New York, Philadelphia, Memphis, Los Angeles,
and Chicago. Those inspections are now complete and we
are awaiting their report. At that time, we will discuss
their inspection of the remaining sixteen BMC's as origi-
nally requested.

(4) Management awareness of safety priority is being reemphasized.
I am going to work harder and line managers are going to have to
work harder to see that safety is treated with proper respect
as part of 'he Postal Service job.

A program of management awareness is underway. The super-
visor's training programs are being revised and updated
for distribution throughout the Service. Each speaking
engagement management will hold at supervisors' conventions
and other such meetings will contain a strong message on
safety. The new supervisor training programs particularly
for those who are leaving the craft to become supervisors
for the first time will learn about safety from the MIanage-
ment Action Series program for new supervisors as well as



579

the regular safety for supervisors' training program.
The Postal Bulletin, Postal Leader, Postal Life, etc.
as well as the management organizations are being
encouraged to keep their readers abre,,st of the safety
rules and the do's and don't's of working safely. The
Postal Executive Program contains a discussion on safety
including an update as to where we are in the development
of our safety efforts. In both program offerings thus
far, the participant executives have had a research
project on safety. The first group published quite
an excellent report that is being considered for publi-
cation in the Northeast Region. The Regional Postmasters
General and the Executive Committee, along with hearing
about safety from Mr. Ulsaker and myself on several
occasions, last week attended a workshop conducted by
the Dupont Corporation whose purpose was to familiarize
the Postal Service with their message of effectiv,-v
managing a corporation's safety program.

(5) Specific Compliance Control Procedures are being strengthened
to clarify management responsibilities and accountability at all
levels. Our regulations currently require safety deficiency
reports to be posted at or near locations where safety defi-
ciencies exist. Postings are to be maintained until the
deficiency has been abated or for three working days, which-
ever is longer. If a serious hazard is discovered, the instal-
lation head must immediately initiate corrective action. Most
deficiencies where practicable are corrected within 30 days.
Deficiencies requiring more than 60 days are reported through
regional headquarters to national headquarters. Again, I intend
to see that all-managers follow these instructions consistently
and I will so hold them accountable.

These procedures are in the process of being strengthened.
Many of our policies and procedures will shortly be rewritten
to follow the implementing guidelines of the new Executive
Order which are still under development. Currently, our
policy on reporting unabated deficiencies is being revised
to assure that these deficiencies after 20 and after 45
days respectively are reported through line management
channels to the district and regional level and then to
national Headquarters. These reports will contain a plan
for the abatement of the deficiency in question along
with a timetable for completion.

(6) Control of equipment modifications presents a potential
safety problem on which we are working. A machine potentially
can be modified during manufacture or after delivery for local
application without full consideration of safety engineering
and maintenance factors. We have a configuration control
system which we are reviewing to see if it can be improved.
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Our engineering change notice-system has been reviewed and
found to be generally satisfactory. It is, however, under
continuing review with a renewed emphasis on follow-up
after a configuration change. Funds are being dedicated
by Headquarters for those engineering changes generated
by our current efforts.

(7) A professional safety engineer is being recruited for the
staff of the Postal Research and Testing Laboratories. In
addition, we are arranging to provide each of the five regional
*headquarters with a safety engineer.

The professional safety engineer for the staff of the
research and testing laboratories has been selected
and has reported for duty. We have received applica-
tions from inside and outside the Postal Service for
the Safety Engineer position for each of the five

- regional headquarters. We are in the process of
evaluating those applications.

(8) Our medical program is being upgraded. We have adopted the
physician pay comparability policy recently authorized by the
Congress for certain other agencies, in order to attract better
qualified doctors. We also have a new medical director, who is
developing plans to upgrade medical staffing in the field. We
will be authorizing additional physician and nurse positions.

Opr National Medical Director has been interviewing candi-
dates for two regional Medical Director positions which
are currently vacant. The staffing plan for additional
physic-ians and nurse positions has been completed and is
being prepared for release. A handbook for medical pro-
cedures to be followed by nurses is being updated and
revised.

(9) An independent outside review of the Postal Service's overall
safety and health program is being procured. We have prepared a
statement of work to seek proposals from both the Dupont Company
and the National Safety Council. We propose to award contracts
to both organizations. We think this will give us a fresh
perspective which we and perhaps the OSHA people we deal with
on a regular basis may not have. We are also seeking a safety
executive from the private sector through the Presidential
Exchange Program to help us develop improved safety procedures.

We have entered into two contracts to review our safety
program - the first with the Dupont Corporation who is
visiting selected locations and interviewing managers
and employees at all levels to provide us with recom-
mendations on how to manage our safety program more
effectively. Their work started on April 1 and the
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first phase will conclude July 31, 1980. The second
contract is with the National Safety Council who started
work on April 9. They will concentrate their efforts on
the Central Regional Headquarters and all the BMC's in
the Central Region. They will be making similar recom-
mendations to us but they are concentrating on the highly
mechanized bulk mail centers. The Safety Council contract
terminates October 9. We have applied to the Presidential
Exchange Program for a safety executive from the private
sector. We do not have a candidate thus far.

(10) Training in safety will be upgraded and substantially
expanded. For example, we have added a segment on safety to
our new training program for all senior executives in the
Postal Career Executive Service. In addition, we will be
providing safety training for all the members of our safety
committees as has been recommended by OSHA. Safety training
philosophy is being modified with the intent to strengthen
program requirements in this area. Employee groups to be
affected by this new commitment to safety training include:
senior and mid management, supervisors, safety personnel,
craft employees and their representatives. As a first step
in this area, we recently initiated a new course entitled
"Employee Safety Awareness -'aining" which features vehicle
safety, machine guarding, manual handling and other pertinent
safety related subject matter. The course will be available
to all employees with enrollment through our Postal Employre
Development Centers.

The safety training programs are being updated. A program
review was held with the Training and Development Insti.tute
to determine the status of each program and its need for
revision. The Institute is acquiring additional resources
to develop these programs rapidly. A review was also con-
ducted to reestablish the safety laboratory and the programs
connected with that activity. Training programs will be
developed for employees and the supervisor's program will
be updated to include applicable provisions of the new
Executive Order emphasizing employee rights and responsi-
bilities.

(11) Safety staffing is being reviewed to determine if current
resources are adequately placed and what, if any, additional
resources are needed to assure a strong compliance oriented
organizational structure.

The safety staffing review is underway. We expect this
study to continue for some time, and we expect that recom-
mendations of the Dupont Corporation and National Safety
Council will be considered in future staffing considerations.
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(12) Accident investigation procedures are being examined to
assure that field units have sufficient guidance for conducting
investigations of serious accidents.

Accident investigation procedures are currently being
drafted and will be an integral part of the modification
of the Employee and Labor Relations Manual as well as
the supervisor's safety handbook.

(13) Nationally, we have implemented an expedited procedure for
investigating Federal Employee Reports of Unsafe or Unhealthful
Working Conditions filed with OSHA.

The expedited procedure for investigating employee reports
of unsafe or unhealthful working conditions has been com-
pleted. This expedited procedure, in effect, allows such
reports to be dealt with at the regional level by postal
officials who will work directly with the regional OSHA
office. This expedites the previous procedure in which
such complaints had to cone to our national Headquarters
and then over to OSHA national headquarters and back to
the OSHA regional office.

(14) Finally, a message has been sent to field managers directing
full compliance with our existing regulations regarding wearing
apparel and confinement of long hair of employees working on or
near mechanized equipment.

The policies on appropriate wearing apparel when working
around machinery has been reemphasized throughout the
field. . ..
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Senator LEVIN. Most of my questions relate to S. 2074, which is a
bill to allow free postage for absentee ballots, absentee ballot applica-
tions, and, if amended as I have hoped, for the requests for the absen-
tee ballot applications as well.

It has been estimated that this would cost approximately $3.2 mil-
lion per year. I am wondering whether or not you agree with that
funding estimate. Do you think that would be an adequate amount if
we decided to appropriate the $3.2 million?

Mr. BOLER. I will ask Mr. Finch to answer that question. He has
more statistical information. I don't.

Mr. FI CH. Senator, on the basis of what we know now, and that is
a sketchy look at historical data on the numbers of people in the United
States who exercise their right to cast absentee ballots, it appears that
it would. Before I would want to give you a firm answer, I would like
to have an opportunity for us to check with some of the States. I think
the provisions of the bill would include our printing and distributing
the various envelopes. I think the amount of money would depend
somewhat on the various individual State requirements-whether they
have to have different formats and different kinds of envelopes, that
kind of thing.

If we could use a standard envelope, for instance, for State ballots
with only the State name changing, I think we could probably come in
within that estimate.

Senator LEvIN. That would be helpful.
[Information follows:]

U.S. POSTAL SERVICE,
ASSISTANT POSTMASTER GENERAL,
GOVERNMENT RELATIONS DEPARTMENT,

Washington, D.C., June 24,1980.
HOn. CARL M. LEVIN,
U.S. Senate,
Washington, D.C.

DEAR SENATOR LEVIN: This is reference to your request during the May 1 over-
sight hearing for the Postal Service's opinion on the sufficiency of the authoriza-
tion levels in S. 2074, your bill providing for the free mailing of certain materials
related to absentee voting.

Upon further review of the provisions of S. 2074 and a preliminary analysis of
absentee voting behavior in several jurisdictions for which information Is avail-
able, it would appear that the funding levels in the bill will be adequate to pay
for the materials to be provided and the services to be rendered.

Sincerely,
EDWARD E. HORGAN, Jr.

Senator LEnN. Are you familiar with the study of the election
commission which shows a 15 percent higher return of requested
absentee ballots in those areas which pay the postage, compared to
those areas which do not?

Mr. BOLGER. No, sir. I am sorry, I am not familiar with that.
Senator LEVIN. If this bill were adopted, do you anticipate any

problems in dealing with State election agencies?
Mr. BOWER. No, I would not anticipate any.
Senator LEVIN. Each State has its own election code and require-

ments for voting absentee. They vary widely from State to State.
What effect would this have on the Postal Service in providing

envelopes with free postage for the request and return of applica-
tions and absentee ballots ?
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Mr. BOLER. I don't think it would have any effect. We would have
to make sure we understood each of them and make sure that our
employees who would be accepting these ballots would understand
what the rules ai .

Senator LEvIN. In your estimate of the cost, when you give us
more details on that, if you could assume that we amend the bill as
introduced so we include the requests for the applications for the -
ballot as well as the application for the ballot itself, it would be
helpful.

Those are all the questions I have, Mr. Chairman.
Senator GLENN. Fine. Thank you, Senator Levin.
In testimony before the House Post Office and Civil Service Com-

mittee concerning the recommended cuts in Postal Service appro-
priations, you stated that you could absorb a one-time cut of $250
million without cutting 1 day of delivery. If that amount were cut
for fiscal year 1981, with a projection of larger cuts in fiscal years
1982 and 1983, would you delay submitting a proposal to the Postal
Rate Commission for P reduction in service until next year when
these projections will be reconsidered?

Mr. BOLGER. Senator, I hope I didn't say I could absorb it. I may
have been misquoted. We would have to take some type of loss, which
means in fiscal year 1981 going from an anticipated small deficit to
a higher deficit year.

Senator GLENN. Do you feel if your budget is cut $250 million you
will have to go to 5-day delivery?

Mr. BOLGER. That I don't know. What I said before the House
Post Office and Civil Service Committee was that if we knew that
for fiscal year 1981 we would have a $250 million cut and that would
be it, and no one would be discussing 1982 or 1983, the out years-
and I wasn't a part of it-then we certainly would not be justified
in taking action toward moving-to eliminate a day of delivery. If
that was the only cut that we knew that we had -to face-a one-time
shot--$250 million in fiscal year 1981-we would not move from 6- to
5-day delivery. There would be no justification for it.

Senator GLENN. You claim the Postal Service should have full au-
thority to develop and introduce new classifications in services, with-
out "senseless time-consuming and costly red tape" of formal eviden-
tiary proceedings before the Postal Rate Commission.

I am aware of meetings between the Postal Service and mailers for
the purpose of ironing out positions to be taken on legislation dealing
with classification matters. We are also aware of the fact that in the
present rate case, mailers have done very well in terms of proposed
increases in rates while the general public is faring rather poorly, with
a proposed increase in the first class stamp from 15 cents to 20 cents.

Why shouldn't the Rate Commission, whose job is in part to see to
it that proposals for changes in the classifications schedule are fair and
equitable, be able to make recommendations on such proposals to the
Board of Governors?

Mr. BOLOER. Actually, what we are talking about in a new classifica-
tion of services is that we think that the only way to establish whether
new services are going to be acceptable is to put these services out,
sometimes on an experimental basis.
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For instance, we had these provisions that we filed with the Postal
Rate Commission in September of 1978-authorized by the Governors
of the Postal Service-for a change in classification which would give
us some competitive rates for parcel post, under certain conditions.

Senator GLENN. Isn't there some way of expediting the PRC's con-
sideration of these proposals without taking them completely out of
the loop?

Mr. 3oLoER. We haven't seen it yet. I think there is plenty of op-
portunity there. They could be considering these things. Generally,
we think we could put the services into effect in about 90 days, but we
just haven't seen any indication on their part to let the Postal Service
have the opportunity to put these services up and get them running
in any timely fashion?

Senator GLENN. How do you expedite their consideration of these
proposals? That was what I asked. How do you speed them up? Or
what do they say when you ask why it takes so long?

Mr. BOLGER. Basically, they keep coming back, and they ask for
more and more information-very detailed, minute information-on
every activity involved in the classification process we are trying to
change. We just don't have that without extensive cost studies.

I think that a lot of the answers, when you are trying a new service,
have to be found in actually providing this service to see how people
react to it.

Senator GLENN. How about the cooperative relationship between
you and the Postal Rate Commission? I know there was concern
expressed-that's in the legislative history of the Postal Reorganiza-
tion Act-on the need for a very close relationship there, if the reor-
ganization were to work right.

It appears there is some friction from time to time. Is that correct?
Mr. BOLER. I think that it is safe to say, in my opinion, Senator,

the situation has deteriorated to the worst I have seen it since the
Postal Reorganization Act. I think it is not in the public interest to
have this condition prevail. "

Senator GLENN. What has caused that deterioration?
Mr. BOLGER. I think a couple of things have caused it. Certainly,

there is always pressure between two Government bodies, one having
some regulatory control over another one.

Senator GLENN. Some of that would be natural.
Mr. BOLGER. That's correct. But I think the Postal Rate Commis-

sion, in my opinion, is trying to extend their authority. I think they
are getting involved as a supermanagement type of organization for
the Postal Service. I just think they are going beyond the bounds
of their authority under the present statutes.

Senator GLENN. What sort of recommendations would you make
to correct the situation?

Mr. BOWGER. I frankly think the Postal Service is price sensitive.
We want to offer the services that people want at prices they are
willing to pay. We are interested in having these offerings to con-
tinue to improve the Postal Service-to offer the service people want.
We are cost conscious. We are price sensitive.

I think, probably, one of the better ways is to allow the Postal
Service to set up its own prices for its services with some type of
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administrative law review. I think that would probably be a better
practice.

It is getting very expensive for everyone, including the Postal Serv-
ice, to litigate these cases over a long period of timeuefore the Postal
Rate Commission. I just don't know if it is serving any useful public
purpose anymore or not.

Senator GLENN. In your recent remarks on the occasion of filing for
increased rates, you stated:

In this rate case, we have refined our cost studies to an unprecedented degree,
and our findings have been surprising and dramatic.

From the proposed rate schedules, it is evident that your studies
resulted in greater assignment, or attribution, of costs to first-class
mail, and less to other classes or subclasses, very noticeably, nonprofit
and newspapers, within the county of publication. What have you
found in the course of your studies that brings about these results?
Can you better attribute costs now? This has been a goal that we
have talked about on this committee in the past.

It is slow coming. You are putting in a new accounting system, and
a whole new computerized setup, which was supposed to be in place
by the end of last year. Are you prepared at this point to give a better
cost attribution survey across the real of postal services?

Mr. BoLm.. I think we are. I would like, if I may, to have Mr.
Finch get into that in a little bit of detail.

Senator GLENN. Fine. -
Mr. FI CH. Yes, Senator. As you are well aware from our nrior

discussions, we have a long-range study program which is comprised
of 10 different discrete studies. One of those is a major cost study.

We have, in the rate filing now before the Rate Commission, used
materials from 5 of those 10 studies, some of which are complete, some
of which are partially complete. The statement you quoted from Mr.
Bolger's press announcement on the rate case-if you like, I will give
you an example of a dramatic discovery.

We did, partially with contractor help, partially internally, a study
of our city carrier costs. There is about $11/2 billion worth of cost that
the carrier incurs when he is out on the street delivering mail. The
conventional wisdom, in past rate cases, had been that a large per-
centage of second-class mail-magazines and newspapers--was indi-
vidually loaded in the mail receptacles, whether a mailbox, or a slot
in the door, or a lockbox.

In the course of this study, we went out and chose a statistical sam-
ple of routes across the United States. We had industrial engineers
out observing what took place with various classes of mail and the
time it took to handle it. We found that over 90 percent of second-
class mail came under what we call batch loading; that is, the carrier
has a magazine or newspaper which he puts letters and circulars inside.

That one change in methodology, which involves commonsense-
and if I had been asked to guess,1would assume that is the way it
would be done, but it is not the way it has been in prior rate proceed-
ings-that one change alone resulted in a lessening of the cost of sec-
ond-class mail and in controlled circulation combined, in excess of $30
million. That is, in the small class that it is in terms of our total rev-
enue, that-
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Senator GLENN. Just by the way you wrap them when you put
them in the mailbox?

Mr. FINCH. Yes, sir. Well, when you are paying 21-plus cents a
minute, and you are trying to allocate that time to the classes of mail
that cause it, those little changes make a lot of difference.

Mr. BoLGER. Senator, when ie told me the results last Saturday, I
told him that after 39 years of service, I could have told him that
without going through the study process.

Senator GLENN. I am scared to ask how much we wasted on the
study to find that out.

Mr. BOLOER. There were other details we had to find out that I
didn't know about.

Mr. FINCH. Senator, I want to give you one more thing. We have
had, as you know, in the past, some slippage in the studies. These
studies are being done principally by contractors. The total cost study
is now slated for completion in June, the peak load cost study in late
May. We have finished three of the studies. The nonhousehold study
is due in July. There are a couple of the 10 studies that are in kind of
a hold status now, based upon the mutual feelings of the Commission
staff, the mailers, and the Postal Service that we wait and see the re-
sults of some of these before we design the last couple and put them
out for competition.

Senator GLENN. I guess when I came into this job, it was with con-
siderable naivete in that I had hoped that we would be able to run this
study. I thought it would be about a 11/2 year study, and that we would
come out with a very clear picture of what we could attribute, what
we couldn't. I also thought there would be a percentage for general
postal services. Then I thought we could sit down in the Congress and
make decisions about subsidizing second, thir-d, tourth, or whatever
class as a service of the U.S. Government to tie people of this country.
That was going to be the subsidy figure and it was going to be very
clearcut as far as cost attribution.

The longer we go on, the more I see thi., nt as a clearcut, final
deadline, but as an ongoing, long process of refining and re-refining.
But I hope that you are keeping an emphasis on cost attribution down.

We use the classic example that you can't make a cost attribution
on the time of the man who puts the flag up and down every day. There
are some costs that are general to the whole Postal Service, which we
are never going to refine down to what they contribute to a specific
class. But we have to come as close in the actual workload for each
class as we possibly can. I hope you are keeping the emphasis on those
studies, so we can do that as much as possible.

I think, only on that basis, will we ever come up with a figure that
means something as a subsidy, if we are going to have a subsidy.

Mr. BOLOER. I think that we are further down the road than we
might think. I think it might be useful, Senator, since we both have
a great deal of interest in this subject, if our respective staffs got to-
gether and brought you up to date as to precisely where we are, where
we expect to go, and what we can get out of what we have completed
to date. I think that might be useful.

Senator GLENN. That is fine. I hope you continue the work in that
area because we still want to attribute cots as closely as possible.

66-919 0 - 80 - 38
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Then I think it is up to the Congress to make final decisions. But we
need a basis on which to judge. Our bill says the subsidy will be $920
million a year, going back to the original figure, without the 10 per-
cent, 3-year reduction that we are into now.

We can't just float out a billion dollars and say, "There it is; it's a
nice figure, and we hope you spread it around nicely." We don't do that
with any other function of Government. There is no reason we should
do it with the Postal Service.

Mr. BOWER. One thing. I agree with that statement. I think one
thing we have to be careful of, though, is any public service appropri-
ations that are so pinned down to line item accounting that it is im-
possible to move it from point to point. I think, in general, we ought
to identify what is represented in the public service subsidy, if there
is going to be a public service subsidy. But, I think if we get it down
to fine line items, we could have a lot of difficulties.

Senator GLENN. Other agencies of Government have some flexibility,
but we don't just float a billion dollars out to people and say, "Come
back next year and let us know if you need some more tax money."

Mr. BOLER. As a taxpayer, I resent that.
Senator GLENN. You resent that as much as I do. Senator Duren-

berger, I don't want to take up your time.
Senator DURENBEROER. Probably just one question.
I am at the same place Senator Glenn was when he came here. For

that reason, I don't understand your answer.
As I look over your proposed rate changes, a couple of things appear

to the naive examiner. One is that nonprofits, in-county newspapers,
and so forth are being apparently heavily subsidized. Also, it seems to
me that in several cases, services in which you have little or no compe-
tition are subsidizing services in which you have competition. I would
ask you to speak to that.

Mr. BOWER. I don't quite follow that idea.
Senator DUREN-BERGER. What I am looking at are the changes pro-

posed, for example, for first class letters, the percentage of change is
33 percent. The cost coverage is 168 percent, compared to some other
areas down here where you do have competition, where the cost cov-
erage is much lower. Obviously, all of your rate reductions are in, you
are below the 100 percent coverage on in-county, nonprofit classes.

Mr. BO ER. No. Each class or subclass of mail has to pay its attrib-
utable costs. Then they pay a pro rata share or a fair share of the insti-
tutional costs. Each class or subclass of mail, including the nonprofit
mail, must pay 100 percent of its attributable costs, those costs that
we can identify actually as belonging to processing, delivering, and
accepting that class or subclass of mail. That is the law. That is what
we do.

Now, Mr. Finch can get you into a little more detail. He is the
one that is responsible for putting that rate case together. He knows
much more of the detail than I do.

Mr. FINCH. The statute, Senator, sets a ceiling on the nonprofit
rates, at the attributable cost level. The nonprofit mailer makes no
contribution into our fixed overhead. The revenues from the subsidy
take up from there to what the regular rate would be so the Postal
Service gets the full amount of money for carrying each piece of
mail.
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The differential etween the percentage markups and, indeed, the
percentage increases in first class and second class and some of the
others, comes basically from the analysis of the cost behavior and
the characteristics. The 1.9-percent overall increase is an average of
a wide spread of possible rates in second class and controlled circula-
tion. . was meeting with some mailers, just yesterday, at one of their
annual meetings. Some people in that group, evidently, are incurring
rate increases in the magnitude of 20 and 25 percent. The amount of
reduction in that second class cost theory that I mentioned a while
ago, and the illustration given Senator lenn, had quite an impact.

The cost coverage differences are brought about by the considera-
tion, which is required by the statute, of eight noncost factors that
Congress set out to be used in the pricing over the attributable cost.
One of the ratemaking factors is the attributable cost floor. That is
both the ceiling for the nonprofits and the floor for everybody else.
Then th3 regular rate mailers pay a contribution to the fixed over-
head. The numbers in the~cost coverage column are the percentage of
their attributable cost they contribute to the overhead. Those factors
are such things as the impact on the mailer, the amount of prepara-
tion the mailer does to the mail before he deposits it, the impact on
the public, and the impact on competition. Those are less than scien-
tific factors. There is a history in the prior four rate cases of the
amount of weight given those considerations.

Senator DURENBEROER. Let me just make this my final question. You
just mentioned the impact on competition. Let me compare first class
letters and their contribution, and fourth class parcel post and its
contribution.

Mr. FINCH. Well, we are in a declining volume situation in parcel
post, and have been over the last number of years. The proposed over-
all increase of 8.4 percent in this rate case is a percent or two higher, I
think, than our principal competitor has filed in its most recent rate
case.

Senator DURENBERGER. But the declining volume is a factor in hold-
ing down the increase in parcel post.

Mr. BOL ER. No; just the opposite. The volume decline is going to
force further increases. Our parcel post case represents an 8.4-percent
increase in the overall. Some of our parcel post rates have increased
more than that; some will 'be lower. We have found out in our class
studies that we can take volume mailings, such as within A, B, and C
bulk mail center area, and handle them more cheaply than we can
handle milings--individual mailings or even volume mailings-going
from one B and C area to another. That is what has caused this change
in approach in our parcel post rates. If we were just to leave our opera-
tions alone, and not consider these factors, there would be a drop in
volume. That would adversely impact us, and we would start driving
the cost further up than we are today.

Senator DURENBERGER. So, it would be unfair to say that the 5-cent
increase, for example, in first-class letters, is being used to subsidize
competition.

Mr. BoLGER. It is very unfair to say; right. I think we can prove it,
as we litigate this rate case, before the Postal Rate Commission, I am
sure we will be asked to establish that fact. Our testimony already estab-
lishes that fact. We will provide whatever we need to submit our case,
because I think we are right on it.
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Senator DURENBEROEp. Thank you. Thank you, Mr. Chairman.
Senator GLENN. How much inflation is factored into the revenue

need on which your recent rate increase was based?
Mr. BOWER. The inflation rate is generally forecast-
Mr. FINCH. We locked in on the inflation factor as of October 30,

1979. At that point, for calendar year 1980, it was 10.5 percent;
1981, 8.5 percent; 1982, 8.5 percent. So we are very conservative on the
inflation factor that undergirds these rates.

Senator GLENN. With all the variables, I hope you are right.
Mr. BOWER. We hope DRI's forecast is right, Senator.
Senator GLENN. In the last general rate case, attributable and assign-

able costs amounted to almost 75 percent of all postal costs, and in-
stitutional costs a little more than 25 percent. What are the comparable
figures in the pending case?

Mr. FiNcai. The total attributable and assignable are 60.3 percent,
and the institutional are the difference between that and 100 percent,
39.7 percent. The reason for that is the analysis that came out in our
further cost studies. We had been attributing some cost on the basis
of percentage volume variability in the past. Our further analysis
determined that it was not so. In those cases if it didn't make sense,
we took it out.

Senator GLENN. I think I have to reverse my thinking a little on this.
I had automatically thought that the further refined our attribution,
the higher the percent of assignable costs.

Mr. FINCH. No, sir. We have tried to let the chips fall where they
may.

Senator GLENN. In other words, while some were put in, others were
taken out?

Mr: FINCH. Yes, sir. If the analysis determines that a cost was
caused by a class of mail, we put it in. If it determined that one we had
assumed was caused, in the past, turned out on the basis of analysis not

-to have been, we took it out.
Mr. BOoER. We have made a lot of optional changes since the last

rate case, and the current cost studies reflect that. We are further into
mechanization than we ever were before. WVe are further into these pre-
sort programs where a lot of mail is prepared better before we receive
it. It has cut down some of our costs in certain areas.

Senator GLENN. When do you expect the results of the task force
investigation into the effect of a 1-day reduction in delivery on mail
service and the postal work force? Do you have a study underway on
that?

Mr. BOWER. Yes; we do. I am hoping to have the basic information
we need on which to base a decision within the next couple of days. I
have a great deal of it now. I am hoping that it will be all together so
that I can discuss it with the Governors of the Postal Service when we
meet next Tuesday.

Senator GLENN. According to your annual report, workers, compen-
sation costs increased $244 million last year, despite a decrease in the
number of new cases due, according to Labor Department statistics, to
a 29-percent increase in the average liability per claim. The report also
states that in an effort to control costs, the Postal Service will pursue
an increasingly aggressive campaign to eliminate abuses. Could you
identify these abuses and provide us with more detail on the actions
you plan to use to eliminate them?
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Mr. BowE We can give you some examples of abuse for the record,
but the action is to get more people to work on this, helping us. We
have given more emphasis with the Labor Department. We have asked
them to get involved in a cooperative effort, which they have done.

Senator GLENN. Do you find people claiming greater injury than
they have, or are there a greater number of cases, or is there an increase
in straight-out fraud, or what?

Mr. BOLoE. Well, I think there is an increwae in fraud. I think it is
a combination of all of them We have people that are filing claims
that are fraudulent, we have people that are filing claims that are
adjudicated incorrectly by the Department of Labor. I think we are
billed for compensation expenses that are not occuring. There are
all types of problems with it. We have some work going on together
with the Department of Labor. I think it is gohig to help us identify
more closely what this is all about.

[Examples follow:]

EXAMPLES OF ABUSES IN THE WORKERS' COMPENSATION PROGRAM

A clerk receiving continuation of pay due to a claimed back injury reported
a sUp-and-fall accident shortly after her return to duty. She was then placed
on COP again. During the following weeks, Postal Inspectors observed her on
numerous occasions working as a waitress. Cc fronted with the evidence, she re-
signed from the Postal Service.

A letter carrier claimed a back injury in October 1978. He admitted that he
could return to duty in December 1978, but he remained at home until the mid-
dle of January 1979. He received a two-week suspension.

A clerk claimed an on-the-job injury to her shoulder. Subsequent investiga-
tion determined that her husband had beaten her, injuring her shoulder. She
was removed from the Service.

These are Just three of 262 cases the Inspection Service investigated last year
as the continuing rise in workers' compensation costs to the Postal Service
signaled the need for a crackdown on potential abuses.

For a number of years, workers' compensation costs have been a financial bur-
den for USPS. While in 1978 billings and payments were close to $173.3 mil-
lion, in fiscal year 1979 that figure increased more than 9 percent to $192.2
million. Claims, however, did fall by 3,000 between 1978 and 1979.

Since the Federal Employees' Compensation Act was amended in 1974, the
workers' compensation program has suffered from a number of serious problems,
including skyrocketing costs; unmanageable caseloads, large backlogs and pay-
ment delays; and "disincentives" to return to work.

The Postal Service has been working with the Department of Labor, which
monitors the system government wide, to come to grips with these problems.

In recent testimony before a Congressional committee looking into workers'
compensation, Deputy Postmaster General James V. P. Conway said: "One of the
essential ingredients is to get people back to work when they are medically able.
The Postal Service and the Department of Labor jointly have developed a set of
rehabilitation and reemployment procedures which we think establish a model
program.

"Our best-case estimate is that as many as 5,5 percent of the more than 11,000
former postal employees now off our rolls and on the compensation rolls might be
reemployed within the next two years for productive work within their medical
limitations."

USPS is also monitoring the workers' compensation program with a staff of
358 specialists located in the 154 largest postal installations. Their job is to
administer workers' compensation claims within USPS.

Once employees are awarded COP or compensation for wage loss, these special-
Ists try to monitor the recipients' medical status and provide assistance to them
to get them Into the rehabilitation program and back to a job within their medical
limitations. They also try to find lighter work for employees temporarily unable
to do their normal assignments so that they can stay on the job.

Abuses, however, still plague the system.
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For instance, recently a carrier in a Midwestern city claimed a back injury.
Medical reports sustained him, saying that he was totally disabled, to the point
that he could not even perform light duty. However, while he was out on dis-
ability, getting three-fourths of his salary check tax-free, he applied to a neigh-
boring police department for employment as a police officer. Part of his entrance
test included going through an obstacle course; he jumped-the low hurdles with
ease and passed.

The Inspection Service got involved in the case, and the carrier was indicted.
One of the charges against him said that he submitted a false statement to the
Department of Labor In order to obtain workers' compensation. He did not tell
Labor that he had been employed as a patrolman by the neighboring city police
department on a part-time basis.

The carrier submitted a guilty plea to the Indictment, and a month later he
was sentenced to serve a period of two years on probation and to pay $2,000 in
fines.

In another case, a federal grand jury in a Western state recently Indicted a
letter carrier on four counts of false claims and four counts of false statements
to obtain workers' compensation.

The carrier had been receiving compensation since April 3, 1974 based on an
alleged back Injury suffered in a fall while on duty.

However, the Department of Labor's Dallas Inspector General's office in-
vestigated and discovered that while the carrier was receiving $56,755.28 in
temporary disability benefits from the Office of Workers' Compensation he was
gainfully employed as an unemployment insurance claims fraud investigator for
his state. Ironically, the Department of Labor, which was administering his
workers' compensation, was also underwriting his salary from the state.

The indictment stopped compensation payments to the carrier, reducing com-
pensation costs to the Postal Service an estimated $247,780 in projected future
disability payments.

"Any Improper or unnecessary use of the federal workers' compensation system
distracts attention and resources from those whom the program Is intended to
serve," said DPMG Conway, "and detracts from the program's general credi-
bility. These kinds of deficienices harm the employees who have suffered from
occupational injury or disease and are entitled to be compensated promptly and
efficiently.

"The integrity of the workers' compensation system is crucial, and to work
as it should, the system needs the confidence of both employees and managers."

Conway emphasized that the Postal Service strongly supports the federal
workers' compensation program and is committed to making it work, but he
added that it is In the best interests of taxpayers and postal rate-payers as well
as postal employees to rid the system of abuses.

"Improper use of the system hurts all of us," he said, "since we have to pay
the bills through our taxes and postage.'I Workers' compensation expenses cur-
rently approximate a penny of each First-Class stamp.

Senator GLENN. Under the proposed rate increases you recently filed
with the Postal Rate Commission, the rate for regular, single piece,
third-class mail would be increased by nearly 75 percent. What was the
basis for requesting such a huge increase for this class of mail?

Mr. BOLOER. Cost. We found out in our cost studies that that is what
it costs to handle this diminishing volume mail. The diminishing
volume mail does cost us.

Jim, you can get into that if you will.
Mr. FINCH. Yes, sir. Our volume in the single-piece category, which

is largely composed of small parcel samples and those kinds of things,
has been decreasing over the years. I think it has probably dropped
almost 50 percent since 1970. The latest actual 1979 cost numbers in-
dicate that the pieces are, by and large, not susceptible to mechaniza-
tion, and must be manually handled which is a very expensive
operation.

Senator GLENN. There has been a good deal of criticism regarding
the revised Postmaster selection procedures you adopted last Septem-
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ber. I guess any changes are bound to generate some opposition. But,
many are concerned that the possibility of advancement would be
reduced significantly, under the revised guidelines. Can you comment
on this?

Mr. BOLOER. Well, I don't think it has been. I think we still have
people advancing in the Postal Service. Most all postmaster positions,
witli the exception of very small post offices, are filled within the Postal
Service. In each case, it is usually an advancement. In our change of
regulations, I didn't see anything which caused that to change. People
are being promoted-employees in the Postal Service-to postmaster
positions. Other people are looking upon the residency requirements
as a restriction that keeps them from applying for positions because
they don't want to move. That is their choice, not ours.

We want people who are interested in becoming postmasters to be
promoted from within the office, or at least from within the Postal
Service. I don't see anything in our regulations that would restrict the
opportunity for people to be promoted in the Postal Service.

Senator GLENN. Senator Sasser made a statement this morning.
Were you here for that?

Mr. BOLOER. No, I wasn't.
Senator GLENN. Soffle of the other gentlemen at the table were here.

We would like to have your comments on his concerns included in the
record, along with his statement, if you would please.

Mr. BOLWER. That is on the Chattanooga, Tenn. Inspection Service
Division?

Senator GLENN. Yes, that's right.
[The information follows:]
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Following Postal Reorganization, the U.S. Postal Inspection Service was
comprised of five Regions located at New York, New York; Philadelphia,
Pennsylvania; Memphis, Tennessee; Chicago, Illinois; and San Francisco,
California. Reporting to these Regions there were 21 Divisions located
at Boston, Massachusetts; New York, New York; Brooklyn, New York; Newark,
New Jersey; Philadelphia, Pennsylvania; Pittsburgh, Pennsylvania;
Washington, DC; Chattanooga, Tennessee; Memphis, Tennessee; Atlanta,
Georgia; Fort Worth, Texas; Cincinnati, Ohio; Chicago, Illinois; St. Paul,
Minnesota; Kansas City, Missouri; St. Louis, Missouri; Detroit, Michigan;
Seattle, Washington; Denver, Colorado; San Francisco, California; and
Los Angeles, California.

On three separate occasions since Postal Reorganization, the Inspection
Service has consolidated field administrative responsibilities resulting
in the elimination of three Division Headquarters operations. In 1973,
the Brooklyn Division Headquarters operation was eliminated in the consolida-
tion of administrative responsibilities in the New York Metropolitan area.
While the majority of Inspector and support positions were reallocated to
the gaining Divisions, a savings of three positions was achieved. In 1975,
the Kansas City Division Headquarters operation was eliminated in a consolida-
tion plan affecting our Central Region. Salaries for management and staff
personnel totaling $402,142 were saved on a recurring basis. This figure
represents actual salaries at that time. It does not include fringe benefits
and has not been adjusted for inflation. There were additional Inspector
salary savings projected which could not be verified in time for this response.
In 1977, the Denver Division Headquarters operation was eliminated in a
consolidation affecting the Denver, San Francisco, and Los Angeles Divisions.
As a result, recurring annual salary costs of $247,626 were saved. Here, too,
there were additional Inspector salary savings.

Recurring salary savings as a result of the Kansas City and Denver consolida-
tions total $649,768. This figure will be increased to $1,346,409 with the
realization of estimated savings of $696,641 from the consolidation in the
Southern Region and the elimination of the Chattanooga Division. This is not
a plan to move or reorganize an operation without net savings. As in the
Kansas City and Denver Division consolidations previously accomplished,
management and staff positions presently filled will be eliminated. Except
as noted, employees displaced at Chattanooga who are reassigned will assume
vacant positions which otherwise would have been filled.
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The Inspection Service has initiated action to consolidate the Division
Headquarters offices in its Southern Region. Administrative functions
now being performed by the Postal Inspection Service's Chattanooga
Division Headquarters will be performed by the Atlanta and Memphis
Divisions as part of the consolidation plan. This action, which will
be completed by September 30, 1980, will yield significant cost savings
and will not adversely impact on the field operations of the Inspection
Service.

Two separate and distinct functions are performed by Postal Inspectors
referenced in this paper. Field Postal Inspectors are responsible for
investigating alleged violations of postal offenses, for conducting
security investigations, and handling other security-related matters
and for performing the internal audit function for the Postal Service.

A Division Headquarters performs supervisory and related administrative
functions for a geographical area-in support of field Inspectors and
Security Force personnel. Currently, the Chattanooga Division Head-
quarters has administrative jurisdiction over 103 field investigative
Postal Inspectors and Security Force personnel assigned to Alabama,
North Carolina, South Carolina, and Tennessee. Following the realignment
field Postal Inspectors will simply report to Division Headquarters
located at Atlanta or Memphis instead of Chattanooga. Similarly, he
13 Security Police Officers assigned to the Greensboro, North Caro.;na
Bulk Mail Center will come under the administrative control of the Postal
Inspector in Charge at Atlanta.

Division management, consisting of the Inspector in Charge and four
Assistant Inspectors in Charge, perform the supervisory and overview
function of day-to-day operations. Inspection Service support personnel,
serving as staff for management,review Inspector's reports, process
correspondence, and records to insure the efficiency and completeness
of information handled. They also examine complaints and inquiries.
The effectiveness of the field operations conducted by Postal Inspectors
at Chattanooga and within the Chattanooga Division will not be impaired
in any way as a result of this administrative realignment.
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The action being taken results from 'che continuous efforts of the
Inspection Service to improve the efficiency of its field management
organization. Division Headquarters operations have been successfully
consolidated on three earlier occasions at Brooklyn, New York; Kansas
City, Missouri; and Denver, Colorado. In each case the consolidations
were accomplished without adversely affecting the Inspection Service's
field capabilities and with minimal impact on personnel while significant
cost savings were achieved.

The present action is not being taken because of any dissatisfaction with
the performance of the Chattanooga Division. Postal Inspectors of the
present Chattanooga Division in North Carolina, South Carolina, Alabama,
and Tennessee, have performed in an effective manner and will continue
to do so regardless of whether they report to Chattanooga, Memphis, or
Atlanta. The consolidation is being effected because we can reduce
overhead administrative costs without adversely affecting field operations.

Exhibits Nos. 8 and 9 detail the cost impact of this action. Considering
only salaries, it presently costs about $780,000 to maintain the-Division
Headquarters operation at Chattanooga. The first full year after the
discontinuance, using our current best estimate that we will surplus a
net of at least 28 positions and presuming a worst case situation where
we would have to relocate all 20 support personnel, we would still have a
first-year savings of just under $500,000 in salaries alone. Each
succeeding year we would realize a net savings of just under $700,000
in salaries alone. These figures are at 1980 costs, so the cost avoidances
in future years would, in fact, be even greater. Relocation costs of the
Postal Inspectors presently in Chattanooga have not been included. They
will be filling vacancies in other areas that would require relocation
costs in any event when filled.

A question was also raised concerning the space being vacated at the
Chattanooga General Mail Facility (GMF). Planning for this facility began
in September of 1975, and the project was approved by the Board of Governors
in 1976. The 8,867 square feet presently occupied by the Inspection Service
represents about 5 percent of the total square footage of the GMF. This
would account for about $300,000 out of the total cost of over $5 million
for the facility.

Obviously, when the facility was being planned, we did not contemplate the
consolidation of Divisions that is now taking place. A portion of this
space will still be needed for the remaining Inspection Service operations.
Any space which is not needed by the Inspection Service and which cannot be
used by the Postal Service will be offered for lease, as has been done
elsewhere where there has been space excess to our needs.

Since the costs involved in constructing the space for the Division Head-
quarters operations have already been expended, these costs cannot be
avoided. There will be no additional costs to the Postal Service whether
or not a Division Headquarters operation is in existence and if, in fact,
we are able to lease this space, there may be a small ffnanclal advantage
that will accrue to the Postal Service.

Senator Sasser and Congresswoman Bouquard made statements May 1, 1980,
relating to the consolidation plan. Attached is information we believe
will clarify certain points raised by them.
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TRANSFER OR TERMINATION OF EMPLOYEES

The Chattanooga Division Headquarters and domicile is normally staffed-with

42 employees broken down as follows:

19 Postal Inspector

23 Administrative/Technical Support

42 Total

Efforts have been under way to determine the number of positions which would
remain in Chattanooga to staff the domicile and full consideration has been
given to the placement of all employees affected by the consolidation of
Divisions in the Southern Region. The following is a status report on the
situation.

Postal Inspectors:

Five of the 19 Postal Inspector positions are managers at the Division
Headquarters. The Postal Inspector in Charge will be retiring in June and
the four Assistant Inspectors in Charge have, or will, transfer to existing
vacancies elsewhere in the Inspection Service. Of the 14 remaining Postal
Inspector positions, 13 are currently filled. Eight Inspectors will be
transferring to existing Inspector vacancies in the Southern Region, and
five will remain at the Chattanooga domicile.

Administrative/Technical Support:

Of the 23 positions, one Security Electronics Technician and one Stenographer
will remain at Chattanooga. One of the support employees has submitted
retirement papers. A concerted effort has been under way to place the remaining
20 employees. A freeze was placed on filling Inspection Service support
vacancies throughout the country. An initial list of positions was offered
to the employees, and some Interest has been expressed in some of the positions.
For example, one employee expressed an interest in vacancies both at
Birmingham, Alabama, and Atlanta, Georgia, and another in vacancies at
Atlanta. One other employee just agreed to accept a position at our Southern
Region Headquarters in Memphis.

In recognition of the problems many employees would encounter in relocating,
efforts are being made to place employees in post offices within commuting
distance of Chattanooga, and contacts have been made with other Federal agencies
in the area advising them of our excess employees and requesting that they be
considered for employment.
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LONG-RANGE REORGANIZATION PLANS

The testimony contains statements concerning Postal Service long-range
plans for the creation of large, medium, and small-range Postal Inspection
Service Divisions, and the fact that as a result of these plans, minimal
or no personnel savings will result from the proposed transfer of functions
performed by the Chattanooga Division Headquarters.

There are no long-range plans for the creation of Divisions. What is
being referred to is a staffing plan which has already been established
for Division Headquarters already in existence throughout the country.
Standardized staffing for Division Headquarters according to size is in
the process of being implemented. There are 3 Divisions categorized as
large, 13 as medium, and I as small. The Inspection Service is not
creating new Division Headquarters, nor increasing its complement of
support personnel as a result of the standardization of staffing.

SPACE

Acquisition of additional space in the Atlanta and Memphis Division Head-
quarters offices will not be necessary to accommodate the two new support
positions assigned at each location.

Of the 8,867 square feet of space occupied by the Inspection Service at
the GMF, 1,200 square feet will be retained for the domicile. The
Southern Region performed a retail analysis three years ago which showed
that in a 10-year period there would be a requirement for retail services
in the area in which the GMF is now located.

Based on growth patterns which have developed since the earlier analysis,
the Region will re-evaluate the need for retail services. If the results
of this re-evaluation indicate that adequate demand for services exists,
steps will be initiated to provide the necessary service. It is
estimated that at least 4,000 square feet of the vacant space would be
utilized for this purpose. Whatever space remains, or all 7,500 square
feet if retail services are not provided, can be leased to other agencies
or the public.

PRIOR REORGANIZATION PLANS INVOLVING CHATTANOOGA

We are not aware of any formal study to eliminate the Chattanooga Division
in 1971.

In response to a study conducted in 1974 (copy attached), the Chief Inspector
acknowledged that the elimination of the Division appeared feasible and that
certain advantages would accrue from such a move. But, he concluded that the
action was not in order at that time.
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CHIEF POSTAL INSPECTOR
Wahimgton, D.C. 20260

October 31, 1974

PERSONAL

Mr. F. C. Freyer
Regional Chief Inspector
Southern Region
Memphis, Tennessee 38161

Dear f4r. Freyer:

I have reviewed with interest the material contained
in your letter of October 10, 1974, relative to your
proposal to eliminate the Chattanooga Division. While
it appears that such a move is feasible and that certain
advantages would accrue from such a move, I do not feel
this action is in order at this time.

Sincerely,

W Cotter
Chief Inspector
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October 10, 1974

Ir W. J. Cotter
Chief Postal Inspector
U. S. Postal Service
Wahington, D. C. 20260

uew Mr. Cottar:

7 is is a proposal to m0e three Divisions in the Southern Region, out
of the present four, by eliminating the aihttanooga Division and reasia-
Ing its states to the Atlanta, Fort Worth, end ' Ihis Divisions, all of
%&ich will have new bounaries. The savings in salaries and fringe bene-
fits viii eount to approximately $250,000 per annum. There will be
additional savLngs in equipment and space. Also, more geographically
&ceptable division of the regional territory viii probably result ia
saya.n in travel ~xpenaes.

Ie new Divisions vould follow trade center, ccarcial pattern and
metropolitAn area lines more closely. Thay would have au73ented but
manageable maroaor cooviezents. Although the changes could be effective

January 1, zo~thar acceptable date would be July 1, 19750 the beginning
of a new fiscal year.

The proposal to reali u the Divisions, if a prved, will result in the
cutback of s0=e su.n.ort positioMS at Chattanooi.a division Headquarters
and make necesuary the transfer of Persons to sco oter doniciles or
headquarter points. If the effective date is July 1, 1975. there may
be @me vacancies by attrition. It may be bad for moral* of persons
involved if we utre to en-,age in a RU program= by January 1. 1975; it
LS my understanding that at least 60 days notice must be given in such
a program; s= physical noves, entailing one-tim expenses. would be
involved. The holiday season is not the best time to put a ALF program
Into effect.
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On the other band, dapendLg on the nmber and dates of the retirement.
of supervisors, nationwide, and a general reali2:ament of aupervisory
personnel within Divisions. there =ay be offset nig values in making
the effective data January 1, L975. This would mnk, five surplus
supervisors available for consideration in overall reassignment for
the National good. To au=ariae, it could be done by January 1. 1975,
but to my opinion, the July 1, 1975, date 1s preferable.

The savings to be accomplished voui be chiefly in salaries. We vould
eliminate an Inspector in Charge and four Assistant Inspectors in Charge,
as well as an Acministrative Of ficer. It is my further estimate chat at
least two domicile support stiff po-3.tiona could be eliminated because
there would be a reduction in the number of Inspectors assigned to Chatta-
nooga, soaw of vhom are there only because it is a Division leadquarcers.
Inspector to be assigned elsewhere could make use of the existing support
staff in some instances.

The elimination of Division Readquarters activities would result in a
cutback of at lest five top support positions. There are 16 support
positions in Division Headquarters norw. but I estimate that 11 of these
may have to ba reassigned to Division Ileadquarters at Fort Worth, Memphis,
and Atlanta, or other domiciles, to take care of the extra vork generated
at those points because of rcaligrent. lheanhile all vacancies to be
filled anywhere in the Southern Regi£on in the support staf will be given
most careful scrutiny and not filled unless positive hardship would result.-
This would give us spaces to which support staif could be moved if desirable.

There would be additional savings in space, as the space used for Division
Headquarters at Chattanooga could be reverted to that Post Office for
Postal use. Present daicile space is separate and more than adequate.
A 1WX and telecovier couid be elminratcd. Typewricers and other office
machinery no lon-or needed at Eeadquarters could be assiSnod elsevhere
and obviate the necessity of buying additional equinnut within the
coming year or two. The layout of the Chattranoola Division, as it now
4xists, is not conducive to economic travel; scne of the Inspectors must
cut across a state belonging to the adjoining Atlanta Division in order
to achieve their travel objectives.

MM~F. DMVSTI'hS

The Division couple ents as they are now and as proposed are show in
Table "A". Division Headquarters management and support staff as they
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are vow and proposed, are sbhov in Table I". Maps also show present
and proposed alig ment of Divisions and security staff&.

I have been Inspector i.n Charge in a Division thich at *one time had
12 Inspectors. It was later cut dovo to approximately 70 to 75 Inspec-
ters. It vas. no greater task adminiaterLn- a lar-er Division than it
wasin the small, and I have rceLvad similar opinions from other
hapectoi in Charge vho have bad tho opportunity to vork in both large

d small Divisions. The n-Jor difference is in the total rasponsibiity.
I do notthink the amount of men supervised or the area covered would be
unvLeldy. In my opinion, it would encourage a tightened up and more
eticient supervision.

=MCTI01 0F TIM!CTM"S M.~ SUPPOW~ PMSO .

Relocation of Inspectors would be necessary from Chattanooga to other
Division Headquarters in the case of some specialists. There vight be
zeasign=ent of a few audit-type Persow necessary, but this could be
accomplished after the Divisions wre aligned in the proposed canner
and after some experience vith theme

Support personnel, in some instances, can be meved to newly enlarged
doniciles which could be considered for the supervisor proran expansion.

Inspector in Charge Shatzel does not desire to retire for at least a year
but will accept asipgnent in the sa capacity in any other Division.

A comittee of the involved Inspectore in Charge and their Adlnist-rative
Officers should meet with the ta3icn and discuss tho technical Implemen-
tation in the same rannor as vas dome when the present division l boundaries
sre set up. The details could be worked out and the transition accomplished
smoothly &s far as can be foreseen. There are additional details to be
covered, but if the general proposal is acceptable, ve con then start work
a those.' The proposal has the endorsement of all Inspectors in Charge.

Xieaerely,

V. C. Troyer
Regional Chief Inspector
Southern Ragiom

Attachumto
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11,196,730

74/26

112,163 191,186 262,134

6 12 4
2 3 2
3 3 2

11 18 8

22 33 -. 16

84 120 83

11
13

1
15
10
20
10

1
3

9

2

14
19
1

18
14
34
16
1

". 3

9

.2

13,755,9S9

69/31

330,916

5
3
2

10

* 21

* 95

10
10

1
14

9
16
11

3
9

1

25 35 • 23

99 104 102

11
12

1
16
10
20
13

3
9

11

26

MEV.PHIS
Present Proposed

1,062,756 I5,149.365

45/SS 44/56

213,389

5
2
1
8"

21

236,207

9
3
1. 13

31

80 117

9
11
"1
9
4

22
14

2

7

2

13
13
1-

11
9

35
20
3.

12

10

4.

22 31

76 78 17

10

TADLC A

CHATTANOOGA
Present

14,318,413

42/58

170,624

** 11
3

" 0
14

• 26

8
10

0
7

10
:31
14

1
4

"

2"

24



COMPARATIVE STATISTICS ON PROPOSED DIVISION REALIGNMENT

ATLANTA
Present Froposed

inspector in Charge

-sistant Inspector
in Charge

inistrative_fficer

A =.inistrative

Program Analysts

Sr- Examiner

.- x. .miner

Forsonnel Asst.

P:ccurement and
pl-y:? Assistant

Stco, Occupational
Ficld

Sr. Steno

. OTAL

1

1

1

S

.5

2

4

1

1
6

6

3

1

4

1 :

1

5

2

1
6

6

2

1

S

3

2

1

FT. WORTH
PresentrFoposed

MEMPHIS
Present Proposed

I I

4

1 ."

~1
6

6°

3

1

1

1 .1
26 2222

1 1

24 20 25

fI.l Inspoctor in Charge, four
,mild be lapsed.

Assistant Inspectors in Charge and Administrative Officer positions at Chattanooga

Proposed support complement was based on reallocation of eleven of sixteen positions now at Chattanooga.

o ote on Table A that two domicile clerk positions nov at Chattanooga would also be lapsed.

CHATTANOOGA
1~esnt

1

1

S

S

1

1

22

TAR LE 8

" .1
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EXHIBITS

Listing and Population of Present Inspection Service
Division Headquarters

2 - Staffing Chart of a Division Headquarters

3 - Map of Present Inspection Service Division.Boundaries

4 - Map of Revised Inspection Service Division Boundaries

5 - Inspector and Security Force Complements of Present
Inspection Service Divisions and As Revised

6 Security Force Complement Alone of Present Inspection
Service Divisions and As Revised

7 - Inspector Complement Alone of Present Inspection Service
Divisions and As Revised

8 - Staffing Impact at Chattanooga of Consolidation

9 - Cost Impact of Consolidation
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POPULATION OF DIVISION HEADQUARTERS

METROPOLITAN AREAS

RANK IN SIZE

1'

2

3

4

5

6

7
B

10

13
•15

16

18

23

26

.40

.93

NAME OF CITY

New York

Los Angeles

Chicago

Philadelphia

Detroit

Boston

San Francisco

Washington

Fort Worth

St. Louis

Pittsburgh

St. Paul

Newark

At1anta

Seattle

Cincinnati

Memphis

Chattanboga

* Source - Estimates of Population of Counties and Metropolitan
Areas: July 1, 1976 and 1977 - Bureau of Census Publication

EXHIBIT I

POPULATION*

* .9,386,700

7,031,000

7,017,400

•4,793,900

4,370,200

3,897,800

3,182,200

3i033,100

2,673,300

2,379,800

2,294,500

2,037,100-

1,969,200

1,831,500

1.427,200

1,375,400

886,400

403,200
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INSPECTION SERVICE INSPECTOR/SEi

* PRESENT
,ON-ROLLS

DIVISION. NUMBER

New York 608

Chicago 377

Washington 292

San Francisco 286

Los Angeles 255

Boston 250

Newark 242

Philadelphia 227

Pittsburgh 207

Detroit 204

Atlanta 197-

Cincinnati 191

St. Louis 185

Memphis 172

St. Paul 163

Fort Worth 146

Chattanooga 103

Seattle 91

CURITY FORCE COMPLEMENT

REVISED
ON-ROLLS

DIVISION NUMBER

New York 608

-Chicago '377

Washington 292

San Francisco 286

Los Angeles 255

Atlanta 244

Boston 250

Newark 242

Philadelphia 227

Pittsburgh* 207

Detroit •204

Memphis 193

Cincinnati 191

St. Louis 185

Fort Worth 164

St. Paul 163

Seattle 91

EXHIBIT 5
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INSPECTION SERVICE SECURITY FORCE COMPLEMENT

PRESENT
ON-ROLLS

DIVISION , NUMBER

New York 431'

Chicago 253

Washington 186

San Francisco 159

Newark 152

Boston 151

Philadelphia 122

Pittsburgh 121•

Detroit 118

Los Angeles 109

St. Louis 95.

Atlanta 93

Cincinnati 90

Memphis 72

St. Paul 70

Fort Worth 60

Seattle 33

Chattanooga 13

REVISED
ON-ROLLS

DIVISION NUMBER

New York 437

Chicago 253

Washington 186

San Francisco 159

Newark 152

Boston 151

Philadelphia 122

Pittsburgh 121

Detroit 118

Los Angelei 109

Atlanta 106

St. Louis 95

Cincinnati 90

St. Paul 70

Memphis 67

Fort Worth 65

Seattle 33

EXHIBIT 6
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INSPECTION SERVICE INSPECTOR COMPLEMENT

PRESENT ON-ROLLS
DIVISION NUMBER

New York 171

Los Angeles 146

San Francisco 127

Chicago 124

Washington 106

Philadelphia 105

Atlanta 104

Cincinnati 101

Memphis 100.

Boston 99

St. Paul 93

St. Lduis 9d

Chattanooga 90

Newark 90

Detroit 86

Fort Worth 86

Pittsburgh 85

Seattle 58

REVISED
ON-ROLLS

DIVISION NUMBER

New York 171

Los Angeles 146

"Atlanta 138

San Francisco 127

1Mwphis. - 126

Chicago 124

Washington 106

Philadelphia 105

Cincinnati 101

Boston , " 99

Fort Worth 99

St. Paul 93

St. Louis 90

Newark 90

Detroit 86

Pittsburgh 85

Seattle 58

EXHIBIT 7
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STAFFING IMPACT
CHATTANOOA OIVISIOfHEQUARTERS

CURRENT REVISED

INSPECTOR IN CHARGE/ASSISTANT
INSPECTORS IN CHARGE 5 0

DIVISION HEADQUARTERS: INSPECTOR/SUPPORT_ 23 2

FIELD INSPECTORS AT CHATTANOOGA 14 5

42 7

SUMARY: PRESENT 42

REVISED / 7

LESS ESTIMATED ADDITIONAL
SUPPORT AT ATLANTA/MEMPHIS -4

NET 31

EXHIBIT 8
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SALARY COSTS

MAINTAINING DIVISION HEADQUARTERS AT CHATTANOOGA

1980 COSTS

INSPECTOR IN CHARGE/FOUR ASSISTANT $221,600
INSPECTORS IN CHARGE

DIVISION HEADQUARTERS STAFF (21) '409,041
$630,641

SIX EXCESS INSPECTOR POSITIONS 150,000@ $25,000 $780,641

FIRST YEAR SAVINGS

INSPECTOR IN CHARGE/FOUR ASSISTANT
INSPECTORS IN CHARGE

DIVISION HEADQUARTERS STAFF (21)

SIX EXCESS INSPECTOR POSITIONS
* $25,000

LESS ESTIMATED ADDITIONAL DIVISION
HEADQUARTERS STAFF @ $-21,000

Two Level 14s - Atlanta)
Two Level 14s - Memphis)

WORST CASE - RELOCATE ALL 20*SUPPORT
POSITIONS @ $10,000 ABOVE

- DISCONTINUANCE - 1980 COS

$221,600

409,041
$630,641

150 0004780,64T

84.000
$696,

200,O0
$496,W4

;TS

SUCCEEDING YEARS SAVINGS - 1980 COSTS

INSPECTOR IN CHARGE/FOUR ASSISTANT -$221,600
INSPECTORS IN CHARGE

DIVISION HEADQUARTERS STAFF (21) 409,041$630,64T

SIX INSPECTOR POSITIONS @ $25,000 150,000
$780,641

LESS FOUR ADDITIONAL DIVISION HEADQUARTERS 84 000
STAFF (ATLANTA/MEMPHIS) $696,64T

*At least one retirement

EXHIBIT 9
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Senator GLENN. What is the status of the Fair Labor Standards Act
suit brought by Labor Secretary Marshall regarding time keeping and
payroll claims for employees not covered by private litigation?

Mr. Bowz. I recently met with Secretary Marshall and we dis-
cussed the possibility of getting their case settled. It is in my interests
and his and the employees' interest to get it settled, if we can find a
fair way to settle it. He has appointedhis new Under Secretary and
I have appointed Mr. Finch as our representatives. Each of us have
a committee of one to discuss this thing and see if we can come to
some reasonable settlement. I am interested, Senator. I know we owe
some of our employees money. My interest is finding who we owe and
how much we owe, and paying them as promptly as we can.

Senator GLENN. Has there been any noticeable change in revenue
or volume since the adoption of a limited suspension of the Private
Express Statutes for the extremely urgent letters.

Mr. BOLER. No. I have no statistics furnished me that would indi-
cate that there was a great drop in volume or any drop in volume be-
cause of this.

Senator GLENN. [-would like to go back to the productivity ques-
tion again.

Past increases in city carrier productivity have been enhanced
through motorization. I understand you are now embarked on a pro-
gram to try to convert some of these motorized delivery routes back
to foot delivery. Isn't that going to work in the opposite direction in
terms of productivity?

Mr. BowLm. Not if I can help it. We are certainly interested in con-
serving energy, but we have to watch-our cost factors, too.

We overmotorized, Senator, in some areas where we really shouldn't
have. What we are trying to do is identify those areas, and move them
back to foot delivery where we can. But there has to be a tradeoff
between cost and energy, at least for the present time. We may get to
a time in this country where that tradeoff won't be possible. While
it is there, I think we have to factor that in.

Senator GLENN. In a GAO report of February 1, 1979, a little over
a year ago, which compared the pay of Federal nonpostal employees
and postal employees, it was indicated that except for employees in
some professional and management positions, postal pay was generally
higher than that received by comparable level Federal employees in
the general schedule. Will the cost of living adjustment provided for
in the most recent collective bargaining agreement make that situation
worse?

Mr. Boim. Well, it certainly is to date. Most of our employees are
being reimbursed on the base of about 63 percent of the inflation rate,
twice a year, in May and November, of each year. Compare that to
the Federal sector where their pay is adjusted not more than once a
year. I think with the inflation we have had, the postal salaries are
getting further ahead than the other Federal salaries at the present
time, particularly for rank and file employees.

Senator GLENN. In your statement you said that when the cost price
index goes up one point, it costs the "Postal Service $30 million. You
indicated that you felt you had to get away from cost of living in-
creases on an automatic basis and tie pay increases more to produc-
tivity, if I recall your statement correctly.
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Mr. BoLroG. That is correct, Senator.
Senator GLENN. What would you give as the odds of reaching that

goal?
Mr. BOLGER. Well, I don't know. We are going into collectivebar-

gaining next year with the principal unions. I would rather not dis-
close the points of strategy I would use, at this point.

Senator GLENN. I am sure there is someone in the room who would
like equal time.

Mr. BOLGER. I am sure they would.
Senator GLENN. Can you give us a report on the status of the express

mail metro service that you recently instituted?
Mr. BoLwEF. We have a recommended decision back from the Postal

Rate Commission on this service. The Governors will probably act on
it next week. I must say that the volumes that we have experienced in
the test areas have been very disappointing. We-have not generated a
great deal of volume in these market areas. I think it is basically be-
cause of our pricing. We are not competitive with others in this fea-
ture. I don't know what we are going to do with their recommended
decision at this print in time. As far as the experiments we have had
in these cities go, I have been very much disappointed in what we have
generated in volume.

Senator GLENN. You gave me some figures at a hearing a year or so
ago that I was interested in. They were on the average time it takes
to deliver a letter in this country. The time had come down rather
substantially. It had been something like 3 days, and it was down to
something like 1.9 or 1.8. Do you recall those figures? What is the cur-
rent status?

Mr. Bow . The status is now-I haven't seen them. That was the
Phoenix-Hecht report. They checked mail going between major cities
for the banking industry. r think they showed that we had improved
by about three-tenths of a day, something like that. I can't remember
just what those figures are. I haven't seen those updated from Phoenix-
Hecht this year.

I have seen s6me figures, however, from McGraw-Hill. Their experi-
ence is in and out of New York City and the northern New Jersey area
on mail they receive from all over the country. They show further im-
provements over this past year. I will be glad to supply those McGraw-
Hill statistics.

[Material follows:]
MC GRAW-HILL SURVEY

The following figures from McGraw-Hill indicate improvement in delivery in
the New York City area; from various origins nationwide:

Averagecalendar Average workroom
days to deliver days to deliver

May 1979 .............................................................. 4.8 3.5
September 1979---------------------------------------------6.7 3.9
October1979-----------------------------------------------5.5 3.9
November 1979----------------------------------------------5.4 3. 
Mach 1980 ---------------------------------------------------------- 3.6 2. 5
April 1980 ------------------------------------------------------------- 39 2.7
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In contrast, our figures from the beginning of fiscal year 1980 up to A/P 7
show the following for average days to deliver all stamped mail in New York
City; local origin as well as all other origins nationwide:

Dotes Days

P$~ 1 - ----------------------------------- Oct 061979 to Dec. 28, 1979 ----------------- 2.11
I .---------------- ----- -Dec. 29,1979 to Jan. 25,1980 ..-------------- 2.22

A/P 5 ------------------------------- Jan. 26, l9s to Feb. 22, 1980 ---------------- 2.08
A/P 6 ....... - -------------------------------Feb. 231980 to Mar. 21, 1980-. 1.92
A/P7--- ---------------------------- Mar.22,1980 to Apr. 18,1980 -------------- 2.07

Undoubtedly the clearing up of the difficulties at Morgan and the efforts of
the special task force for the trend in improvement. The implementation of
the Area Distribution Center concept obviously helped also. The reason that the
trend reversed direction-in A/P 7 is largely the result of adverse impact caused
by the New York transit strike (April 1 through April 11).

Senator GLENN. I would like to have t.at or any figures that show
how long delivery took during the worst delivery times and what the
trend is now. Is it going down ? Is it getting worse, or getting better?
Have we leveled off?

Mr. Bo FmE. You know, sir, every time I hear a discussion on this,
I have to recall-for people what really used to happen in the great1940's and 1950's when they like to compare the Postal Service. Most
letter mail then traveled across this country on trains. We are now
transporting most of the letter mail by air in a couple of days--3
days at most. We have some infrequent occasions when it is worse
than that.

In the old train days, it took a minimum of 31/2 to 4 days just to get
it transported across the country. So, I will take issue with anyone
that says that we provided better service in the 1940's and 1950's
than we do today.

Senator GLENN. I think back in those days you had twice a day
delivery, though, within the same town. There might be some dif-
ference there.

Mr. BoLGFR. No; I will even go further than that. We cut out that
twice daily delivery 30 years ago, April 18, 1950. There is a period
in there from the early 1950's to the mid-1960's when we were still
transporting most of our mail across this country by train. It has
been 30 years since we cut out those secondary delivery runs.

Senator GLENN. If express mail service is not really doing as 'well
as you had hoped, why are you extending it? Are you able to tell us
at this time what service areas you expect to cover with this new
service I Why are we going to this new service if it isn't working very
well ?

Mr. BoWGEI. Tht t is a proven service, express mail, that we have
conducted between and among major cities around this country. This
is an entirely different thing. Our pricing structure will be lower. I
think we will pick up that volume.

A lot of people don't need next day delivery, or same-day delivery,
but they would like to have some reliable service that will give them
second-day delivery. At the right price, they will pay for it. This is
what we are trying to identify, hog to meet those customer needs.

Sentor GLE-N. You have highway mail contracts. In 1979, the esti-
mate is they used about 120 million gallons of fuel. Is there any way
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you plan to cut down on that, or is there any more efficient direction
you can see of moving in that area? -

Mr. Bown. That is service between sectional centers and their post
offices. There isn't much we can do in reducing the number of trips in
that activity unless we are willing also to make some service curtail-
ments, which I am not willing to make at the present time.

We have been trying to encourage our contractors, when they bid on
routes, to get more fuel efficient vehicles.

Also, on the large, long-distance hauls-from point to point with
bulk mails-we have been trying to use the rail operations when they
win meet our schedules, more than we have in recent years. We have
met with Conrail; we have met with Amtrak; we have met with inde-
pendent rail operations, to try to get reliable schedules that we can use
to move things by rail instead of truck.

Senator GLENN. Do you use piggy-back trucks with trailers?
Mr. BOWER. Yes, we do. We do a great deal of it in movement of bulk

mail between principal cities, primarily out of the Chicago area, out
to the west coast, and out into the Northwest area, when the schedules
are available. Our probleni with the railroads over recent years is that
we haven't found them providing the schedules we need to meet our
service standards. When they do, we use them because it is more fuel
efficient.

Senator GLENN. Do you have any figures you could give us on how
much you plan to be investing over the next year or the next few years
in energy conservation, and how much fuel you expect to save as a
result?

Mr. BOWER. Yes. I will give you a quick figure right now. Our pro-
gram calls for a 5-percent reduction in each of the next 3 years in
our overall energy usage. I will give you more details and statistics
for the record.

Senator GLENN. Fine. We will appreciate getting that.
[The material referred to follows:]

INVESTMENTS AND ENERGY SAVINGS-ENERGY CONSERVATION PROGRAM IN BUILDINGS

Investment Energy savings at site
(millions) (Btu'sLbillions)

Fiscal year:
1980-----------------------------------------------$6.5 4501981------------------------------------------.............9. 6 750
1982 --------------------------- ------------------------------ 10.8 720
1983----------------------- .-------------------------------- 40.5 460
1984 --------------.... .. ......------------------------------- - - 41.0 350
1985 ........................................................... 39.6 250

Total ........................................................ 148.0 2,980

Capital investment In building energy conservation retrofits and new building
design features, fiscal year 1980 through fiscal year 1985--$148 million.

Total energy savings resulting from capital investment program fiscal year
1980-85 is 2,980 billion Btu using site conversion factors. In terms of source en-
ergy, fiscal year 1985 energy savings will be equivalent to 1.1 million barrels of
oil per year.

Senator GLENN. As you may recall, I was interested in your electric
vehicle program. I understand that you are using 31 British vehicles in
California which have shown a superiority in battery and control
systems to our American counterpart. Is that correct? What kind of



performance are you getting and do you have any preliminary figures
on life cycle costs ? Does it look promising or not?

Mr. Bowii. It-ooks very promising on those particular vehicles.
We have had those for several years, out in Cupertino, Calif. The
whole city of Cupertino is served by electric vehicles. It has been very
successful. I will supply some details for the record.

The life cycles of those vehicles appear excellent. The batteries hold
up very well, too. The overall trade loss and the energy used by those
vehicles versus the gasoline vehicles is, I think, about even steven. But
the maintenance costs are way down. Our maintenance costs are in
pretty good shape on those electric vehicles.

[The material follows:]
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OPERATING AND MAINTENANCE COSTS

HARBILT VEHICLES AT CUPERTINO, CA

As mentioned in the testimony, daily reliability of the Harbilt
vehicles operating at Cupertino, CA, has been exceptionally good.
Downtime factors are on the order of only 1% daily versus a 2 to
3% downtime factor on our gasoline vehicles and a considerably
higher downtime factor on the AM General electric jeeps which
are in use throughout the country.

From a life cycle cost standpoint, the vehicles performed
admirably for over 3 years. In the course of the fourth year
and through the fifth year we experienced a number of expenses
which did in fact drive up the cost of operation and mainterance.
Three areas of cost were the principal generators of expense:
body and body hardware rehabilitation; replacement of wheels and
tires, and then at 4-1/2 years the beginning replacement of
batteries. These expenses began to show in late Fiscal Year
1978 and continued on through Fiscal Year 1979. It is gratifying
to note that as of Accounting Period 6, Fiscal Year 1980, the
expense of operating this fleet is back in line and our annualized
projections show a cost of $1875 versus an estimated annualized
cost of the gasoline jeep (1975) of $2019.

The fiberglass bodies on the 31 Harbilt vehicles were fabricated
in Northern California. We encountered problems with body con-
struction, body hardware, and window glazing materials, all of
which made body rehabilitation necessary at a substantial cost
per vehicle. When the original tires began to wear out, there
were no available American tires of that size on the market.
This made necessary the replacement of both wheels and tires so
that we could go to available American tire sizes. After the
end of the fourth year of service, the original battery packs
began to fail. It should be noted that 4 years of service from
electric vehicle batteries in this country is almost unheard of;
very few battery packs last longer than 2 years. All batteries
have now been replaced at a cost in excess of $3,000 per vehicle.

All of the expenses noted above were charged as expense items in
the year in which the change or repair was necessary; hence, the
large inflation of cost in Fiscal Years 1989 and 1979.

Contributing to the relatively high cost per vehicle of the
Harbilts was the fact that for the first 3 years of their life
the vehicles were leased at a cost of $7.00 per day. At the end
of that span of time the Postal Service purchased the vehicles.
Anticipated life originally was 10 years. It appears probable
that the vehicles will be economically operable for a total of
15 years. Attached to this statement are 3 charts depicting
life cycle costs of the Harbilt vehicles from day 01 through
Fiscal Year 1979, life cycle cost of the AM General 1975
gasoline powered jeep, and a year-to-date cost of the Harbilt
vehicle Fiscal Year 1980 through Accounting Period 6 with an
annualized projection for the year.



YTD - COST - HARBILT ELECTRIC

(PER VEHICLE - 6 AlP's)
FY 1980

M/M 04-10 Harbilt

(31 Vehs.)

Elec.*
Power

AMOUNT 3100

Per Mile .065

Per Hr. .229

Per Veh. 100.000

Parts

2725

.057

.194

87.903

Labor

8094

.170

.577

261.097

0' Head

8088

.170

.576

260.903

Depr. Contract

4822 -

.101 -

.343 -

155.548 -

MILES

47688

HOURS

14038

Annualized Cost Per Vehicle

*Projected at $0.05 per Kw/hr.

NOTE: Annualized Cost Per Vehicle---1975 Jeep --- $2019
(30,005 vehicles)

TOTAL

26829

.563

1.911

865.451

#VEHICLES

31

$1875

OPM:DC:awl
5-12-80
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LIFE TO DATE COSTS

THROUGH FY 1978

(PER VEHICLE)

M/M 21, Harbilt (1974)
31 Units

-- TOTALS

Year Op. Sup. Parts Labor O'Head Deprec. Contract $ MI Hours
(Electricity)

FY 74 121 Rental $7.00 per day 2121 2242 4444 1515

FY 75 121 1 "" " 2121 2242 3333 1515

FY 76 121 " " o 2121 2242 3333 1515

TQ 76 46 1.06 .79 .63 132 8 188 1272 568

77 112 187 367 257 389 52 1364 2865 1392

78 143 300 433 404 388 17 1685 3928 1488

79 128 1261 648 982 363 18 3401 3333 1288

TOTALS 792 1

Avg. Cost Per Vehicle Per Year

749 1449 1644 1272 6458 13364 21397 9280

$1909.14
0.625
1.44

OFM:DC :awl
5-12-80

Cost Per Vehicle
Cost Per Mile
Cost Per Hour



LIFE TO DATE PER VEHICLE COST

THROUGH FISCAL YEAR 1979

(69 ACCOUNTING

1975 AM GENERAL GASOLINE

PERIODS)

- DJ-5D (30,016)

YEAR FUEL PARTS LABOR O'HEAD DEPREC. CONTR. TOTAL MI. HRS.

FY-1975 309 80 312 226 750 51 1728 4805 1738

FY-1976 273 103 273 250 323 78 1300 4555 1759

TQ-1976* 97 19 54 51 166 18 405 1426 526

FY-1977 347 74 200 189 496 63 1369 4600 1712

FY-1978 356 108 243 237 482 69 1495 4424 1709

FY-1979 423 139 364 276 503 63 1768 4743 1736

TOTALS 1797 523 1505 1224 2722 337 8065 24,554 9180

Avg. Cost Per Vehicle
Per Year

L.T.D. Cost Per Mile
L.T.D. Cost Per Hour

$1519

$0.33
$0.88

*Transition Quarter - Change of Fisral Yea-.

OFM:DC:ep

2 11 80
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Senator GLENN. That climate is favorable for electric vehicle use.
It is reasonably warm. There aren't many zero-degree days that cut
battery capa ity in half. The reason I am pointing this out is that
people listegffng to the testimony today should not think that we can
put those in Buffalo, N.Y., for instance.

Mr. BOWER. We put bne up in a town that I know very well in
Massachusetts just to try it. We didn't get these same results. When
you have over a couple of inches of snow on the ground you have
some problems. In cold weather it gives you real problems with elec-
tric vehicles.

Senator GLENN. You would go back to the mailman on foot pretty
quickly in that case.

I understand that you are planning, though, to purchase some 750
electric vehicles that have been authorized by the Board of Governors.
Is this still a learning situation with these 750 new ones? Or is this
the beginning of normal use type operations?

Mr. BOWER. It is a different vehicle and still for experimentation.
Hopefully, we will get American manufacturers bidding on these
things.

Senator GLENN. Is this a situation where you are going out with
an RFP?

Mr. BOL6ER. Yes, we are. What we are trying to do is to disperse
those in different areas, not just in favorable climate areas.

Senator GLENN. Will the performance standards that you require
be considerably higher than on the vehicles you have been using up to
now?

Mr. BowGR. The electric vehicles we have been using up to now-
Senator GLENN. You have several years of experience now. I am

just wondering what you are going for with these 750 new ones. Are
you going to a new performance level as a result of past experience?
Or are we experimenting with a different type of electric vehicle, or
what?

Mr. BOWER. We have set some performance levels that we anticipate
getting out of these new vehicles. They are a different vehicle entirely
from our British-built vehicle out of Cupertino.

Senator GLENN. Do they have greater weight carrying capacity, or
range, or a temperature operating range? What is the advantage?

Mr. BOWER. I wish I could give you the detailed answers. I can't.
But basically, the standards have been improved upon our experiences
in Cupertino.

Senator GLENN. Could you give us a report for the record, so we
will know what you are planning for these 750 new vehicles? I would
like to know their advantages over what you have now, and what the
experiment is supposed to prove.

Mr. BOLER. I would be glad to do it.
[The material referred to follows:]
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PLANNING STRATEGIES FOR PURCHASE

OF 750 ELECTRIC VEHICLES

FY 1980

In the bidding process for the Fiscal Year 1980 electric
vehicle procurement, 7 manufacturers were represented: 6 were
American concerns, the seventh was a Canadian firm which pro-
posed to build in the United States. The low bidder was deter-
mined to be nonresponsive because of financial incapability,
and an award was made to the second low bidder, General Engines,
Incorporated of New Jersey. We understand the vehicle will be
built in Sebring, Florida.

There are some significant differences in the performance
parameters of the vehicle specifications as compared to the
electric vehicles now in service. Our major problem from the
standpoint of carrier operatio was the slow rate of accelera-
tion and the limited top speed. For your information, we are
charting these performance parameter differences below:

Harbilt & 1980
AM General Requirements

Top Speed 33 MPH 45 MPH

Acceleration

0-15 6-7 seconds 4 seconds
0-30 20 seconds 15 seconds
0-45 - 45 seconds

Range &
Stop/Starts 20/300 25/350

The improved acceleration will help greatly in merging with
traffic and crossing intersections. In this area, from 0-15
acceleration rate is especially important.

Body config uration of the new vehicles will be significantly
different from either of the previous electrics in service.
The vehicle will be significantly lighter, and it is anticipated
that the energy cost will be on the order of 50-60% of the
current energy cost involved in the present Harbilt and AM
General vehicles. It is this lowered energy use which will be
of large interest to the Postal Service. Our present contract
provides for 375 of these vehicles to be built initially with
an option for 375 more; the option to be exercised after satis-
factory demonstration of the pilot model which is anticipated
to be ready for review in July or August of this year. The
vehicle is anticipated to have a much longer mileage than
indicated by the range and stop and start specifications.
Under normal operation, range should be on the order of 50 -
65 miles. We will of course make immediate dynamometer tests
of the early vehicles to determine more precisely what the
actual mileage of these vehicles will be.
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Senator GiJNN. One reason I am pushing on this subject is that we
have looked at the Postal Service as almost a test of what we may
wind up with in the rest of the country one of these days.

I happen to think this is bne of the most overlooked aspects of our
energy picture. I think it is outrageous that we have not put more
money into electrical energy storage. It could be concentrated for use
in electric vehicles, for example. Also, massive amounts of electrical
energy could be stored. We could really use some of this wind power,
wave power, tide power, or solar power, that we all see pictures of in
the magazines, but we can't store it for use when we want it and
where we want it. This is the big holdup now. So we are looking
at your experience with electric vehicles as a guide to what could wind
up one of these days as being our biggest single stroke of independence
from foreign oil. The figures, I think, from DOT are that we do 82
percent of our driving within 25 miles of our homes.

Mr. BOLWER. That is why we are a natural to get involved in this
thing. We have told the Department of Transportation and the De-
partment of Energfy that we want to get involved. We want to be used
as an experimental operation for them in many of our activities.

Senator GLENN. I think a lot of people feel like I do. I would buy
an electric vehicle tomorrow if I was certain that on a cold winter's
evening I wasn't going to be halfway out the GW Parkway thumbing
a ride some night on the way home, because I drive about 18 miles in
each direction. That puts me at a marginal distance on most of the
proposed electric vehicles which have been developed so far.

A recent national survey conducted by the Roper organization es-
tablished that people complain at the rate of approximately one com-
plaint for 4,400 pieces of mail. That means a total of 25 million com-
plaints a year. How does that compare with other countries? Or what
is the trend in that area?

Mr. BOWER. I don't know how it compares with other conries. but
when you look at that 25 million, that is a lot of complaints, and I
am not happy about it.

Senator GLENN. Well, you roll a lot of mail through, I realize that.
The volume is large. But that is a lot of complaints. What is the trend
in that area, and what are you doing about it?

Mr. BOWER. I think our complaints are cyclical. Right now, our over-
all complaints are on the downtrend. What we do is get cyclical com-
plaints. For instance, last winter we got all the publicity about the
New York situation, which was bad. We got a lot more complaints
from New York because the publicity caused those complaints to
be recorded.

I am afraid sometimes that we don't get a lot of the complaints we
ought to get, so that we can know more about it and can take some
corrective action. Overall, I think our service is holding its own.

Senator GLENN. What assumptions did you make on mail volume in
filing your rate case? Will the increase in first-class rates to 20 cents,
assuming the Postal Rate Commission approves it, mean a substantial
drop in the volume, in the amount of first-class mail delivered?

Mr. BOWER. Not a substantial drop in percentage. We are looking
at about a 1-percent drop, but that is substantial in pieces--about 1
billion pieces being 1 percent of our total volume. Yes; it does have
some impact when we increase your rates.

66-919 0 - 80 - 40
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Senator GLENN. Could you comment on what has been the prediction
through the years, and what has happened to volume in spite of those
predictions? I would ask for your figures on this.

Mr. BOLOFR. It has been 5 years ago since they pronounced us dead at
89 billion pieces. This year, we will handle pretty close to 104 billion
pieces. We would have been dead if we had not stabilized our rates.
I think we would have diminished in volume scale if we hadn't been
innovative in such things as a presort program; working with mailers
to give discounts. I think we would have been dead, and gotten into
diminishing scale if we hadn't started to work with mailers to find out
what their needs were and tried to meet those needs.

That is why I am so insistent on having some more experimental
authority, more latitude than we have today. We need to do these
things. The world is changing and we have to change with it.

Senator GLENN. Can you give us a report on the Postal Service's
involvement in the census and how that is perceived?

Mr. BoLGER. In the overall, we have had a pretty good experience
with the census. I would like to get to the point, and I think we can,
of doing pretty near the whole job for the census. I don't mean com-
puting the results of it, but getting the statistics for them through the
mail or through our postal employees, instead of their specially
hired numerators getting this information. I think we have had a
pretty good experience in 1980. I think as we are planning for the
update in 1985, and the census in 1990, we could be of even more value
to the Department of Commerce than we are today.

We have distributed the census forms. The Census Bureau is getting
the returns they anticipated in most of our cities. We have had some
complaints here and there. Sometimes it has been their fault, some-
times it has been ours. But overall, I think it has been a satisfactory
experience.

Do you have anything else to offer, Jim?
Mr. FINCH. No, sir.
Senator GLENN. Would that have to be dealt with through your

collective bargaining process?
Mr. BoLEn. You mean whether we could do the work or not? It

would depend on whether we change the work rules or have different
levels for our employees in that service or not. I just don't know those
details. I don't think that our unions would be unhappy with us trying
to find more gainful employment for our employees.

Senator GLENN. What is the next step on E-COM and Intel-Post?
Mr. BoLOER. The E-COM ball is back in the Governors' court-be-

fore the Governors of the Postal Service. We are going to have a dis-
cussion next Monday or next Tuesday on it.

I don't know just where we will come down on this as far as the
recommended decision of the Postal Rate Commission is concerned.

Concerning Intel-Post, the international record carriers that we
have been trying to get to provide the transmission services for us,
have again had their tariffs turned down by the FCC. I think the dis-
couraging and almost shameful result that is going to come out of this
is that we, the United -States. the initiators of this type of experimen-
tal demonstration service, are probably not going to participate in it.

The Western European nations now have banded together with
Canada and, if we don't act pretty soon, are going to put up their own
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form of Intel-Post. We might find ourselves going in the back door
through Canada, instead of staying in the lead role that we started. I
think that it is a darned shame, Senator.

Senator GLENN. Did you recommend- giving you authority to go
ahead on that?

Mr. BOLER. I would hope that the FCC could see their way clear to
give the international record carriers the tariffs they need to provide
the service for the Postal Service. Indeed, I do. We are ready to go. I
think the nations we discussed this with are ready to go as soon as we
remove these regulatory barriers.
- Senator GLENN. I tend to agree with you. As you point out, they are
going to go whether we go with them or not. It isn't a question of
whether it is going to happen or not. It is aquestion of whether we are
on the boat when it leaves the dock. That summarizes it right now.

Mr. BOLER. I think we are going to be in that water if we are not
careful.

Senator GLENN. Your main concern on Senate bill S. 2558 appears
to be sections 6 and 7, dealing with classifications and experiments. If
we were to remove those sections, and simply keep the present law in
those areas, could you then enthusiastically support the remainder of
the bill?

Mr. BOLGER. Well, we had it in mind to address some problems with
the bill concerning subsidy issues. That is up to the Congress. En-
thusiastically is a word I wouldn't use. I wouldn't stand up and scream
and hollor and stamp my feet about the bill, if it went through that
way. I would have some difficulties working with it.

Senator GLENN. When announcing your proposed new rates, cost
studies producing "surprising and dramatic findings" were cited as
the basis for the proposed new structure.

I wonder if you could share some of those "surprising and dramatic
findings" with us.

Mr. BOLER. I think Mr. Finch did describe that one about putting
the mail together for delivery.

Senator GLENN. That's right. Are there any other examples of
that ? Did you want to add to that?

Mr. FINCH. We had a similar situation on the rural carrier study
and in the transportation cost study. We found out that our transpor-
tation -osts had been tilted a little too heavily on the short zones and
not heavily enough on longer range zones. I assume that this reflects
the increasing impact of energy costs on our transportation cost.

Senator GLENN. Apparently, there has been a recent decision to drop
the requirement that new highway transportation contractors be
bonded. What steps are being taken to insure performance if they are
not being bonded?

Mr. BOLoER. We have the right to.terminate the contract on 30-days'
notice, or immediately if there is some type of activity that is not part
of the contract and would be detrimental to the Postal Service. I just
don't think we need the expense of a bond anymore, and we have had
some difficulties with the current commercial bonds-fraud difficulties
with the current bonding activities.

I think we will be able to police this on our own, without any diffi-
culty.
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Senator Grz.Nw. We have asked for quite a bit of additional material
this morning. Please submit that as soon as possible. We would appre-
ciate having it for the record in its entirety.

Do any of you at the table, besides the Postmaster General, have any
comments you wish to add this morning ?

You have been very patient with us.i appreciate that. I am sorry we
didn't get started quite on time. It has been a lengthy session.

Thank you very much.
[Whereupon, at 12:47 p.m. on Thursday, May 1, 1980, the hearing

was adjourned.]
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ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

Statement of Senator Barry Goldwater
of Arizona for the Senate Subcomittee on
Energy, Nuclear Proliferation and Federal Services

May 1, 1980

Preserving Postal Traditions

Mr. Chairman, I wish to express my strong support for the purposes of

legislation you have introduced designed to preserve the historical ilic

service traditions of the post office.

By law, the Postal Service is an independent arm of the government, but

Congress can always step in with a new law pointing the agency back to its historic

functions when public services, the very cause-for-being of the post office, are

neglected.

To my mind, mail service should be just that--a public service. If there are

any functions the central government can properly handle, surely an effective, low

cost mail service to tie the country together is one of them. In particular, when

a government unit is given a total monopoly over an activity, such as the Postal

Service enjoys over the delivery of first class mail, it is incumbent upon the

agency to provide that service at a cost low enough to make it attractive and

beneficial.

For this reason, I have testified time after time before study conissions

and Congressional Committees, always with the same recammendations--put a ceiling

on the price of a postage stamp for personal mail, continue six-day-a-week delivery

service, make sure the mail gets to its destination on time, and assure that the

public gets the service the Constitution and law guarantee.

The last point is included because, strange as it seems, in scat places in

Arizona, such as Lake Havasu City, the management of the Postal Service did not

allow delivery service to thousands of citizens, until I initiated a full scale

investigation with the help of the General Accounting Office.

In particular, Mr. chairman , I support the intent of your bill to authorize

sufficient public service funds for the Postal Service so that regular, six-day-a-week
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delivery service can be continued. I have consulted with numerous persons in

Arizona about the threat of discontinuing Saturday service, and while a few

patriotic persons indicated they would accept any sacrifice to help their country

in this time of economic crisis, the overwhelming response I received is that

the Postal Service should improve its service, not cut it.

On this point, I would just note that the Carter Aninistration has asked

for $10.2 billion in foreign aid outlays and $24.6 billion in budget authority

for foreign aid functions of the 1981 budget. Of this amount the President is

seeking $4 billion in foreign aid so that international banks can make loans

to third-world countries.

In contrast, the public service finds needed for the Postal Service

are $736 million in 1981, less than one-tenth of what the White House wants

to give foreign nations.

Now, I support a tight budget as much as anyone, but when it coms to

a choice of important services for the American people or extravagant aid

programs for countries thousands of miles away, I say let us cut the foreign aid

share of the budget first, instead of putting our citizens last.

Frankly, I did not believe adequate thought has been given to the harmful

aspects of stopping Saturday delivery service, particularly as it would affect

rural areas. As one rural carrier in Arizona, Mr. R._L. Johnston of Sun Lakes,

has explained:

"It only stands to reason that one mail carrier delivering to four hundred

farmers and rural patrons in one trip will use far less gasoline than 200 farmers

driving all the way into town to pick up their mail."

Also, I an persuaded that discontinuing Saturday service loses sight of

the human element. Millions of Americans receive important, personal mail on

Saturday. Children in many families compete to see who can get the mail first.
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One family I know regularly receives mail fram relatives abroad every

Saturday. Stopping Saturday service would mean waiting util the following

Monday for word that is very personal and comforting to this family.

Many citizens receive checks, insurance payments or retirement checks,

by mail on Saturday. Although social security checks are supposed to be delivered

before Saturdays, it often happens that these monthly checks do not arrive

before Saturday.

Usually this Saturday mail will arrive in time for it to be deposited at

local banks or cashed at stores. But if there is no Saturday service many persons

will have to wait two more days, until Monday, to receive money that may be very

important in their family budgets.

Millions of Americans receive magazines, or daily or weekly newspapers by

mail on Saturday. Cutting these people off from delivery service will mean that

the news they receive is at least three days late.

Also, I believe it is fair to ask, with delays in delivery now, what kind

of service would the public receive when six days of deliveries are backed up to

five days?

Moreover, do we have complete assurance that Saturday will be the non-delivery

day? It is possible that mail delivery service may be cancelled on Wednesday or

Friday, instead of Saturday, depending on the region and the regional postmaster?

This would mean that mail carriers would be unfairly working a split week.

One Arizona carrier has written to me:

'"e are human beings and should have the right to have a two day weekend

like other citizens of our country."

Again, this is what I mean by the human element, which has not been taken

into account by the so-called cost-efficiency experts, who came up with idea of

reducing service.

Mr. Chairman, I also fear that cutting delivery service would cut an artery
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of the post office. More than one publisher or editor in Arizona has informed

me that he will consider turning to an alternative delivery system ifptushd

to the wall by the Postal Service. If the Postal Service does not deliver

every day of the business week, someone else will.

In other words, dropping Saturday service will drive an increasing number

of postal customers to alternative means of delivery and accelerate a death cycle

in which decreased service means decreased customers. Decreased customers means

decreased revenues. Decreased revenues means either or both decreased service or

increased rates. And increased rates also means decreased customers. Where the

cycle ends, none knows.

To su up, I oppose any increase in the price of the stamp for personal

mail and support the continuation of Saturday service. I have an old-fasioned

idea that the art o writing and communication with other persons should be

encouraged.



635

STATEMENT OF ROBERT E. SMITH, VICE PRESIDENT

OF UNITED PARCEL SERVICE

BEFORE THE

SENATE COMMITTEE ON GOVERNMENTAL AFFAIRS

SUBCOMMITTEE ON ENERGY, NUCLEAR PROLIFERATION AND FEDERAL SERVICES

S.2558

APRIL 30, 1980

My name is Robert E. Smith, I am a vice president of United

Parcel Service. Our company has become well known to the public as a

national parcel delivery service whose principal competitor is the

United States Postal Service. Throughout the years of our development

UPS has maintained a strong interest in the laws that established the

principles of fair Postal competition with the private sector. As

long as the Postal Service has a monopoly in letter mail and continues

to benefit from avoidance of taxes and other costs, there will always

be a need to guard against possible competitive abuses. We believe

that the Postal Reorganiza.ion Act has been effective in this regard

and over the years we have supported those parts related to more ef-

fective costing and rate setting for the Postal Service.

Our comments on S.2558 deal with several sections of the

bill. Because of the technical nature of some of the amendments which

we propose, I have included an appendix to my statement which contains

our suggested legislative language.
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Specific remarks are made on Section 5 on appropriations,

Section 6 on classifications and experimental services and Section 7

on Postal Rate Commission decisions. Also, we propose additions to

the bill relating to appellate review and subpoena power for tho

Postal Rate Commission.

Before beginning discussion of these sections, I would first

like to comment on the current requirements of the law regarding cost

determination and ratemaking. Others appearing before the committee

and representing special users of the mails have been highly critical

of the Postal Rate Commission or the courts, or both for past cost and

rate decisions. While claiming to share the same interest in cost re-

covery as that of the Chairman, the users have attacked the cost and

rate provisions in present law.

We do not share these criticisms. We believe that

if the suggestions of these users were followed, even greater costs

would be heaped upon first class mail. It would be the general public

which would be paying higher rates to support the users of other

classes of mail who have testified at these hearings.

The existing law reflects well the intent of Congress that

each class of mail should pay the costs of providing the service and

that the users should pay for what they receive. The PRC and the

courts have pushed a reluctant Postal Service toward an equitable

attributable cost system under which the intent of Congress can be

achieved. We support the general direction of the Postal Rate Com-

mission and the court decisions.
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Holding this view we commend the Chairman for his decision

not to include the complex and controversial ratemaking subject in

S.2558.

Turning now to the provisions of S.2558 I offer our views

on specific sections as indicated above.

SECTION 5 - PUBLIC SERVICE AUTHORIZATION

Most serious for us is the proposal of the Committee that

public subsidy money is to be continued for the Postal Service. It

has been our consistent pol.'cy--enunciated over many years--that sub-

sidy begets more subsidy, inefficiency and general reliance upon the

taxpayer's dollar. We applauded the decision of the Congress in 1970

that the break even concept would apply to the Postal Service. More

recently we have been concerned and distressed that the Postal Service

has openly chosen not to comply with the Reorganization Act during

FY 1980 by the simple device of not filing a rate application, thus

causing a projected deficit of about $600 million for the year.

In 1976 the Congress moved to guarantee that public service

subsidy money would not be used to give the Postal Service an undue

advantage over private enterprise competitors in the field of parcel

post. In that year the provision first appeared--and is repeated

again irnS.2558--denying the Postal Service the right to unlimited use

of subsidy funds for parcel post and, in fact, limiting the rate re-

ductions which could be accomplished by subsidy to 10 percent below

where they should be without subsidy funds.
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We recognize now, as we did in 1976, that parcel post shares

to a degree in the public service subsidy and for that reason we agreed

not to oppose the 1976 provision. However, the subsidy level in 1976

was closer to 10 percent of the postal budget.

The $920 million authorized by the bill is now approximately

4 percent of the postal budget and we strongly object to any reduction

in parcel post rates of more than 4 percent because of the use of sub-

sidy funds. To authorize up to a 10-percent reduction in parcel post

rates is not realistic today. If the public service subsidy were 10

percent and if all segments of the Postal system were to share equally

in that subsidy it might be justified but that is not the case.

We reiterate our basic belief: there should be no subsidy

for parcel post. This position seems well supported by the latest

rate increase request of the Postal Service where it wants to increase

first class rates by 33 percent, but would increase parcel post rates

only by 8.4 percent. If the Committee should continue a subsidy, the

provision relating to parcel post on page 13, line 21, should be

amended in accordance with our recommendation.

A second amendment in Section 5 is recommended by United

Parcel Service. This amendment is technical in nature and would

simply make sure that subsidy funds could not be used to reduce the

rates of parcels presentlW included un-dr the classification schedule

covering parcel post. We would change the language "zone rated par-

cels formerly entered under former chapter 67 of this title" to "mail

entered under Section 400.020 of the Domestic Mail Classification

Schedule in effect as of April 3, 1979."

F -. . . .. ..

i-
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SECTION 6 - MAIL CLASSIFICATION

UPS strongly believes that no change is needed in existing

Section 3623 and that changes proposed in S.2558 represent serious

policy errors. These are detailed below.

A. The proposed new Section 3623(a) (page 14, lines 8

through 14) is a significant attempt to cut back on the authority of

the Postal Rate Commission. This amendment is meant to overrule the

Commission's decision in the Scope and Extent Phase of Commission

Docket No. MC76-5. In that decision, the Commission showed great

restraint and gave the Postal Service great flexibility by limiting

the contents of the Domestic Mail Classification Schedule. It spe-

cifically rejected attempts to put operational details or other un-

necessary details into the classification schedule. Thus, the last

sentence of proposed Section 3623(a) is unnecessary, and the first

sentence of the section as proposed would go a long way toward elimi-

nating any meaningful role for the Commission to play in the area of

establishing or changing mail classifications.

B. The proposed amendment to Section 3623(b) is even more

objectionable. That provision is meant to overrule the court de-

cisions which have unanimously held that when the Postal Service pro-

poses a change in rates, the rate provisions of the Act apply, even

if the Postal Service proposes classification changes at the same time.

The rew Section 3623(b) would permit the Postal Service to tack on new

rates without regard to the ratemaking requirements of the Act any time

it proposes a change in the mail classification schedule.

66-919 0 - 80 - 41
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C. Although the proposed amendment to Section 3623(c)

would achieve a result which is, in certain circumstances, desirable--

a shortening of the administrative process to review classification

changes--the proposed language would also result in other changes

which are not good public pol-cies. For example, Section 3623(c) (1)

(page 14, beginning at line 22) provides that the Commission would

review the text of the mail classification schedule. Apparently,

the Commission could not review the substance of the schedule, and

would become an expensive editor rather than an expert body exercising

independent judgement. Furthermore, Subsection(2) (page 15, lines 6

through 11) is extremely vague, xnd could be interpreted not as a

safeguard against the unwarranted destruction of private enterprise

competition, but rather as a mandate to insulate the Postal Service

from the effects of healthy competition from the private sector.

Obviously, that is not the goal which the amendment seeks to achieve,

but the amendment as written could nevertheless achieve that result.

But even more important, proposed Sections 3623(c) (2) through (4)

ignore the legitimate interests of mailers in the classification

process.

D. The remaining amendments to Section 3623, together with

the amendment to Section 3623(b) discussed in paragraph B above, would

seem to mean that the ratemaking criteria of Section 3622 need not be

applied to rates which are accompanied by a classification change. Any

amendment to the Act should make it clear that all rates, regardless of

the label placed on the proceeding in which they are proposed, should

comply with the ratemaking requirements of the Act.
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E. The bill also contains language relating to experimen-

tal rates and services. This provision of S.2558 is perhaps the most

critical to United Parcel Service. This appears as parts of Section

6 and Section 7 of the bill. A brief background is in order.

Section 3622 of Title 39 presently requires that the Postal

Service obtain Postal Rate Commission approval of rate changes before

putting them into effect. Section 3623 requires the same type of ap-

proval for "services" or classifications.

In 1977 the Postal Service sought to inaugurate, without

PRC approval, certain "experimental" rates for parcel post service.

The Federal district and appellate courts upheld UPS' contention that

Sections 3622 and 3623 apply to all rates and classes of service, in-

cluding experimental rates and classes. Thus at this moment the

Postal Service may not institute experimental rates or classes of

service without first making a filing with the PRC.

The PRC accordingly instituted a proceeding to look into

procedures and policies which it might establish to deal with USPS

requests in this area. This proceeding has resulted in a preliminary

conference and the filing of written comments by interested parties.

Numerous interested groups have filed comments looking toward the

adoption of rules by the PRC in this area. The PRC considers this

an ongoing matter. Further proceedings are expected.

UPS believes that the Congress has set adequate policy by

establishing the Rate Commission and by giving to them the responsi-

bility for approving changes in Postal Service rates and services.
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We understand and recognize the need for experimentation but we

believe that no change is needed in the law to allow proper experi-

mentation. Rather, the Commission should continue to have the re-

sponsibility which it was created to exercise.

Proposed Section 3623 (e) of the bill would permit the

Postal Service to offer an experimental service and rates in total

disregard of the classification and ratemaking requirements of the

Act. For example, the Postal Service could conduct an experiment

even though it would be clear that the rates paid by the partici-

pants in the experiment are not adequate to cover the costs of the

experimental service. Although one of the main objectives of an ex-

periment may be to develop such costs, the Postal Service would un-

doubtedly have, at least in most instances, some data on which it

based the experimental rates. Such data should be reviewed in light

of the requirements of the Act in order to insure that the experimen-

tal rates are reasonable from the standpoint of the information that

is available. The authority to experiment should not be conferred

without any consideration at all of whether the data that does exist

indicates that the features of the experiment, including experimental

rates, appear to be consistent with the requirements of the Act, or

at least are not on their face inconsistent with the requirements of

the Act.

Furthermore, the Commission's role should not be relegated

to one of determining whether the Postal Service is acting in good

faith in proposing an experiment. Yet that is the only role the pro-

posed new Subsection (d) of Section 3624 confers on the Commission.
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The standards contained in proposed Section 3624(d) are vague, and

are insufficient to safeguard against abuse, intentional or uninten-

tional, of the authority to experiment with the rates which are

actually paid by real shippers in the marketplace.

We have included with this statement a new proposal dealing

with experimental rates and classes of service which we believe strikes

a proper balance between the desire for flexibility in devising rate

and classification experiments and the need for adequate safeguards to

protect the public, mail users and private enterprise competitors. The

provision we propose eliminates many of the rigorous procedural and sub-

stantive requirements of the Act concerning changes in rates and classes

of service. we repeat our basic position that no new language is needed

but we nevertheless offer our amendments should the Committee choose to

enact some language.

SECTION 7 - COMMISSION DECISIONS

In the previous portion of this testimony we have commented

on that portion of Section 7 relating to experimental rates.

The other changes proposed in Section 7 relate to Subsection

3624(c)(2) which presently authorizes the Rate Commission to extend

the ten month waiting period before proposed postal rates may be put

into effect. Again, we believe no change is needed from existing law.

The proposed amendment to Section 3624(c)(2) is at best un-

necessary, and at worst would foster rate instability and confusion

on the part of mailers and competitors of the Postal Service. For ex-

ample, it makes no sense to require that the Commission wait until the
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conclusion of the ten month statutory waiting period before determining

whether the Postal Service has unreasonably delayed the consideration

of a rate request. By that time, the Postal Service may have already

announced the temporary implementation of the proposed rate changes,

only to have such temporary implementation blocked by a Commission

ordering extending the ten month period.

The Section 3624(c)(2) authority to extend the ten month

waiting period has been used only once since it was enacted in 1976,

and in that instance the proposed changes which could otherwise have

been implemented on a temporary basis were ultimately rejected by the

Commission and abandoned by the Governors of the Postal Service. The

exercise of the Section 3624(c) (2) extension power in that case was

clearly warranted, and events since 1976 have not shown any need to

change the extension mechanism currently in the Act.

UNITED PARCEL SERVICE PROPOSALS

In addition to our proposal regarding rate and classifica-

tion experiments, UPS offers two proposals not covered in S.2558.

First, we propose to authorize the Rate Commission to exercise sub-

poena power. Second we offer comments and an amendment relating to

appellate review of Commission decisions.

Our proposed Subsection 3604(e) is new and is based on a

provision which has been proposed by the Postal Rate Commission in

the past. It would give the Commission a power possessed by virtu-

ally all other regulatory agencies--the power to issue subpoenas in

aid of proceedings before the agency. In view of the difficulty the
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Commission has experienced in obtaining necessary information from

the Postal Service in past proceedings, we believe that the expedi-

tious handling of Postal rate cases would be insured by giving the

Commission the tools needed to evaluate rate requests properly and

efficiently.

Subsection (f) presently appears in the Act as Section

3604(e).

Secondly, our proposed amendment of Section 3628 would

remove some of the ambiguities in the present appellate review sec-

tion of the Act. In particular, the amendment would make it clear

that the reviewing court need not strike down an entire rate decision

merely because one aspect of the decision which affects only a cer-

tain rate or rates is erroneous. Also, the amendment would make it

clear that the court need not suspend all of the rate changes adopted

by the decision being reviewed. For example, where the court deter-

mines that the rate increases recommended for second-class mail are

excessive in light of the requirements of the Act and the record

before the Commission and that the rate increases for first-class

mail are too low, the court would have the flexibility of suspending

the excessive increase in second-class rates but permitting the inade-

quate increase for other classes to remain in effect. The court still

would be prohibited from setting rates.

In short, the proposed amendment would keep the courts out

of the business of making rates, but would permit them to tailor the

relief provided on review of an erroneous rate decision to the defi-

ciencies the court finds in the decision.
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APPENDIX

UNITED PARCEL SERVICE

Suggested wording on Sections:

3604. Administration

3628. Appellate review

3629. Experimental postal services

5 3604. Administration

(e) The Commission may issue subpoenas in connection

with proceedings conducted under chapter 36 of this title to

compel discovery of documents or other information by the

Postal Service or to compel the production of evidence or

the testimony of witnesses by the Postal Service. Such

subpoenas shall be signed by the Chairman of the Comsmission, or

by any other employee of the Commission authorized to do so

by the Commission. In the case of a refusal by the Postal

Service to obey a subpoena issued under this subsection, any

district court of thW United States shall, upon application

by the Commission or by any party aggrieved by the refusal

to obey, issue an order requiring compliance with such subpoena.

Any failure to obey such an order of the district court may

be punished by such district court as a contempt thereof.
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5 3628. Appellate review

A decision of the Governors to approve, allow under

protest, or modify the recommended decision of the Postal

Rate Commission may be appealed to any court of appeals

of the United States, within 15 days after its publication

by the Public Printer, by an aggrieved party who appeared

in the proceedings under section 3624(a) of this title. The

court shall review the decision, in accordance with section

706 of title 5, and chapter 158 and section 2112 of title 28,

except as otherwise provided in this section, on the basis

of the record before the Commission. The Court may affirm

the decision in whole or in part or order that the matter be

returned to the Commission for further consideration in whole

or in part, but the court may not modify any of the specific

rates or fees or changes in the mail classification schedule

approved in the decision. The court shall make the matter

a preferred cause and shall expedite judgment in every way.

No court shall have jurisdiction to review a decision made

by the Commission under sections 3622 or 3623 except as provided

in this section.



648

53629. Experimental postal services

(a) From time to time the Postal Service may request

the Commission to issue a decision on such proposed experimen-

tal postal services as are necessary to tes. the operational

feasibility of such services and to collect cost, market,

and other information of the type relevant to a request to

implevv4nt the proposed experimental or similar changes on a

peiinanent basis under this title.

(b) Upon receiving a request for the establishment

of an experimental postal service, the Commission shall publish

notice of the filing of the request in the Federal Register

and shall issue a decision approving implementation of the

proposed experiment upon finding that:

(1) Such implementation is necessary or desirable

in order to test operational feasibility and to collect cost,

market, and other information of the type relevant to a request

to implement the proposed experiment or similar changes on a

permanent basis;

(2) Existing data and other information, if any,

indicate that adoption of the proposed experiment on a perman-

ent basis may be in the public interest;

(3) The proposed experiment will not have a sub-

stantial adverse impact on the financial condition or other

aspects of the Postal Service;
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(4) The proposed experiment will not have a

substantial adverse impact on the general public, users of

the mails, or privatJ enterprise competitors. of the Postal

Service engaged in the delivery of mail matter other than

letters;

(5) Existing data and other information indicate

that the conditions and other features of the proposed experi-

ment do not contravene any of the policies of this title or any

of the provisions of sections 3622 and 3623 of this title; and

(6) Such other factors as the Commission deems

appropriate.

(c) Experiments conducted under this section shall not

continue for more than one year after implementation, except

that the Commission may extend this one year period for an

additional period not to exceed ninety days upon finding that

an extension of the experiment is necessary to achieve its

objectives, and upon-further finding that any such extension

will not have a substantial adverse impact on the general public,

users of the mails, or private enterprise competitorsof the

Postal Service engaged in the delivery of mail matter other

than letters. -No more than four such extensions shall be

granted by the Commission.

(d) The Commission shall, within 180 days of the

effective date of this section, adopt rules and regulations

concerning the data and other information required to be filed
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by the Postal Service as part of a request filed under this

section. Such rules and regulations shall require, at a minimum,

that the Postal Service include as part of its request all

existing data and other information considered by the Postal

Service in determining the conditions and other features

of the experiment.

(e) The Commission shall promptly consider a request

made under this section in accordance with section 3624(c) of

this title.

(f) If no interested party seeks to be heard with

respect to the proposal, the Commission shall not hold hearings

and shall issue its decision within 90 days of the date the

request was filed on the basis of facts stipulated by the Postal

Service and an officer of the Commission who shall be required

to represent the interests of the general public. In the event

any interested party requests an opportunity to be heard with

respect to the proposed experiment, the Commission shall provide

such an opportunity in acordance with section 553 of title 5.

If the interested party submits a verified statement or state-

ments containing matter in opposition to the proposed experiment

which are relevant to the factors set forth in paragraph (b)

of this section, the Commission may, in its discretion, hold

hearings in accordance with section 556 and 557 of title 5.

(g) The table of sections for chapter 36 of title 39,

United States Code, is amended by adding after the entry

for section 3628 the following new item:

"3629. Experimental postal services."
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-Public Employee Department AFL-CIO

815 SIXTEENTH STREET. NW. WASHINGTON. DC. 2M (202) 393-2M21

WILLIAM H McCLENNAN KENNETH T BLAYLOCI%4r4'en JOHN A. McCART
NTI_ EUbl" Diretor

STATEMENT OF THE
PUBLIC EMPLOYEE DEPARTMENT, AFL-CIO

BEFORE THE
SUBCOMMITTEE ON NUCLEAR PROLIFERATION AND FEDERAL SERVICES

COMMITTEE ON COVERNI5ENTAL AFFAIRS
U.S. SENATE

ON H. R. 826, Postal OSHA Coverage

April 23, 1980

We wish to offer the views of the Public Employee Department, AFL-CIO, in

regard to H.R. 826 now before this Subcommittee. Our Department serves on the

Federal Advisory Council on Occupational Safety and Health. We see this bill

from that vantage point. Our general concern is for all public employees, who

in so many cases do not enjoy the rights of other citizens in terms of protection

of their government.

A partiaL answer to the safety 3nd health problems of Postal Service

employees is before you in H.R. 826. It should be amended to include criminal

sanctions against postal management at every level, where injury or death is a

result of repeated or flagrant violations of the Act. We are all conscious of

the :ecent tragic death of Michael McDermott at the New York Foreign and Bulk

Mail Center in Jersey City, New Jersey. This is another proof of the lethal

threat that obtains in many in may work places of the Postal Service, where

no mandatory safety and health provisions are in effect. Extending the

Occupational Safety and Health is overdue and H.R. 826 provides a vehicle for

meeting this lapse.

This Subcommittee will have noted that Chairman William Clay (D-Mo.) of

the Subcommittee on Civil Service of the House Post Office and Civil Service

H.R. 6913, the postal employees' right to safety bill.

With the workforce approaching 700,000, USPS is undoubtedly the largest

Industrial organization whose workforce lacks the statutory protection which

Congress has extend to the private sector. At the same time, the Postal Service,

according to U.S. Department of Labor data, Is one of the most dangerous places

to work--with perhaps four times 'e injury rate of comparable industries outside

of government.

This legislation provides a great opportunity and we urge that it be utilized

by the Subcommittee.

opeiu-2 afl-cio
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(ttWP~ Public Employss Department AFL-CIO
815 SIXTEENTH STREET, NW., WASHINGTON, D.C. 20006 a (202) 3932820-21

, • WILLIAM H. MCCLENNAN KENNETH T. BLAYLOCK
V~A~i President JOHN A. McCART Treasurer

STATEMENT OF THE
PUBLIC EMPLOYEE DEPARTMENT, AFL-CIO

-- - BEFORE THE
SUBCOMMITTEE ON NUCLEAR PROLIFERATION AND FEDERAL AFFAIRS

COMMITTEE ON GOVERNMENTAL AFFAIRS
U.S. SENATE

ON POSTAL REORGANIZATION

April 23, 1980

This statement of policy is made on behalf of the two million public employees

at every level of American government, who are affiliated with the Public Employee

Department by our 33 unions. The American Postal Workers Union, National Asso-

ciation of Letter Carriers and the Mail Handlers Division of the Laborers' Inter-

national Union are integral parts of the Public Employee Department. We also

express the interest of all our members as taxpayers and users of the postal

system.

Even as this statement is made, the Congress is considering the first budget

resolution of the second session for fiscal year 1981. A grievous question is

presented by the suggested extension of the Budget Act beyond its original intent,

to give the Budget Committee positions of unprecedented preeminence in the

legislative process. At the same time signals from the Administration are

uncertain, mixed and contradictory. As applied to the Postal Service, a report

has it that the President intends to eliminate all public fundings from the

Postal Service after 1981. This would be an extraordinary proposition if applied

to the public schools, the national defense-system or the state highway patrols.

It is no less amazing with respect to the postal system. We trust that the

legislation which will be approved by this committee will restate the constitu-
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tonal role of the Post Office, with its history of almost 200 years, in

strengthening our commerce, our arts and communications generally.

With respect to H.R. 79, and Senator Glenn's proposed Postal Service Act of

1980, we are again impressed with the responsibility and leadership that is evi-

denced. We subscribe to the testimony delivered by the President of the National

Association of Letter Carriers and the President of the American Postal Workers

Union and Executive Director of Mail Handlers Division of the Laborers' Inter-

national Union of North America.

The underlying purposes and goals of the legislation are excellent and should

be enacted, even in the face of current budget-reducing pressures. H.R. 79

recognizes the necessity for a stronger Postal Service.

The bill could go further and protect the rights to negotiate union security,

guard against arbitrary closing of pst offices and other important questions. We

realize, however, this may not be the time. We particularly appreciate H.A. 79's

proposed appropriations authorization, increasing financial support from $1.1

billion for FY '80, $1.2 billion for FY '81, and $1.3 billion for FY '82. This may

be insufficient but it has the merit of moving in the right direction. We

propose that you consider revising that figure upward.

The provision in Section 9 is important. It specifically recognizes and

respects the role of collective bargaining and implementation of collective

bargaining agreements. If this is enacted and followed by careful oversight, it

will immensly improve labor relations in the Postal Service.

A most important concern is the recommendation of the Budget Committees of

the House and Senate, apparently in agreement with the White House view, to

reduce the U.S. Postal Service public service and "revenue foregone." That is

why Section 4 of H.R. 79, to increase public service funds and retain six days

mail delivery must be retained. These are a minimum.

We appreciate the opportunity you have given us to offer views of the

Public Employee Department, AFL-CIO, on this vital question.

opeiu-2 afl-cio
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON. D.C. 20503

April 30, 1980

Honorable John Glenn
Chai man
Subcommittee on Ener0, Nuclear

Proliferation and Federal Service
Committee on Governmental Affairs
United States Senate
Washington, D.C. 20510

Dear Mr. Chairman:

Enclosed are copies of my proposed testimony on S. 2558 for the record.
As I indicated in discussions with your staff, it would be very
difficult because of the press of other business and staffing problems
for me to appear personally tomorrow. I believe the discussions with
your staff and the enclosed testimony provide the necessary information
for your use. We will separately provide in the near future a position
on Section 2, OSHA coverage.

I appreciate the consideration of your staff on this matter and hope
our views are helpful in your consideration of S. 2558.

S erely,

R. 0. Schlickeisen
Associate Director for
Economics and Government

EnclosL.,c
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STATEMENT OF
RODGER 0. SCHLICKEISEN

ASSOCIATE DIRECTOR FOR ECONOMICS AND GOVERNMENT
OFFICE OF MANAGEMENT AND BUDGET

ON
S. 2558 BEFORE THE SUBCOMMITTEE ON ENERGY,
NUCLEAR PROLIFERATION, AND FEDERAL SERVICE

OF THE COMMITTEE ON GOVERNMENT AFFAIRS
UNITED STATES SENATE

MAY 1, 1980

Mr. Chairman and Members of the Subcommittee:

I am pleased to have an opportunity today to provide the views of the
Office of Management and Budget regarding S. 2558. I appreciate the
opportunity to work with this Committee to improve the efficiency and
effectiveness of the postal system.

At the outset, I should indicate that we support the overall objectives
of S. 2558. We find, however, the provisions of the bill that would
increase the authorization for public service appropriations to the
Postal Service unacceptable in light of the President's recently
announced budget proposals and our long-term commitment to a self-
sustaining Postal Service. We also have serious reservations regarding
provisions which attempt to define the role of the Postal Rate
Commission in service classification actions, to restrict the President
in selection of Governors and Commissioners, and to eliminate
Presidential revisions to the budget requests of the Postal Rate
Commission.

Finally, the Administration is still formulating a position on
proposals that would subject the Postal Service to the provisions of
the Occupational Safety and Health Act of 1970. We share the
Committees concern for the health and safety of postal workers and will
separately, in the near future, communicate our views on this complex
subject to the Subcommittee.

Postal Service Authorization

First, I would like to address the important questions of the increased
authorization for the public service subsidy to the Postal Service in
Section 5 of the bill.

This Administration has consistently taken the position that the Postal
Service should ultimately bear the total costs of its operations. The
Reorganization Act of 1970 stipulates that the Service should become
financially self-sustaining. Accordingly, the Act provides for a
phase-down public service authorization amount and eventual elimination
of the entire subsidy.

66-919 0 - 80 - 42
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The achievement of this financial objective has certain implications
which the Administration acknowledges. First, either rate adjustments
or cost reductions are necessary in order to accomplish such a
financial posture. In testimony before the House Subcommittees on
Postal Operations and Services and Postal Personnel and Modernization
last year, we indicated our strong preference that- the Service improve
its financial viability through increased efforts to reduce costs.
Second, this position requires that the Service consider the wide range
of options available by which cost reductions can be achieved. The
Postal Service has already considered and acted upon certain options
related to the following areas: mail processing, manpower scheduling
and staffing, delivery services, real estate and buildings, employee
relations, and finance. According to Postal Service estimates, annual
cost savings resulting from actions in these areas have been in the
hundreds of millions of dollars. However, we feel that additional cost
reduction actions are essential in the climate of mounting inflationary
pressures affecting the Postal Service's labor and energy costs.

The Administration's current position regarding the public service
subsidy is more stringent than the maximum permitted under the current
authorizations. The President has proposed in the recent budget
revisions that the public service subsidy to the Postal Service,
presently declining at a rate of $92 million per year,. be reduced by an
additional $250 million in FY 1981 and that it be eliminated entirely
in subsequent years. Considering the budget reductions being levied on
other Federal agencies, the Administration feels that accelerating the
schedule by which the Postal Service is required to achieve financial
self-sufficiency is appropriate.

We realize that the cost reductions we are seeking are sizeable,
although they are exceeded by those recently offered in both the House
and Senate Budget Committees. These reductions are likely to be
accomplished only through significant cost saving steps. The
Administration does not intend to seek legislation mandating how those
reductions are to be achieved. We feel that is properly a decision
best made by the Postal Service itself. From our discussions with the
Service, and from our budget consultations with the Congress, we
recognize that one option under serious consideration is the reduction
of mail delivery from six to five days per week. It is our under-
standing that through this action the Postal Service could quickly
reduce operating costs by approximately $600 million per year and also
mitigate the need for substantial postal rate increases in future
years.
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In light of our ultimate objective of eliminating the postal subsidy,
the potential for substantial Postal Service operating cost reductions
which would not seriously threaten acceptable levels of service to the
public, and the critical need to restrain Federal expenditures, we
believe that the proposed reductions are reasonable. We must strongly
oppose-efforts to increase the level of the Postal Service subsidy.

Enforcement of False Representation Statutes

Section 3 would strengthen efforts of the Postal Service to effectively
crack down on fraud and abuse through the mails. This is accomplished
through provisions authorizing the imposition of civil penalties for
violations of mail stop orders, immediate access to records and
articles for sale by mail, and requests for court orders in cases of
failure to comply with provisions in this section. We support this
badly needed reform of the mail stop order procedure because it will
enable the Postal Service to institute quicker and more effective
response to problems of mail fraud.

Civil Penalties for Failure to Pay Lawful Postage

Section 4 provides authority to the Postal Service to assess civil
penalties of up to 100 percent of the unpaid postage on mail users who
fail to affix lawful postage. It would also permit the suspension of
permits for mailing in cases of non-payment of penalties.

Presently, the Postal Service must rely heavily on mailer
self-policing, and, to a lesser degree, on spot checks of large volumes
of bulk mail. Although criminal penalties are available if prosecution
is pursued, we believe the civil penalty procedure is more sensible and
efficient.

Postal Subsidies

Section 8 expands the fourth class preferred ("library") rate category
by adding public and non-profit libraries and educational institutions
when mailing to publishers and distributors, as well as publishers and
distributors when mailing to such institutions. The proposal would
also expand the list of eligible materials to include certain teaching
guides and other interpretative materials. This section involves
additional subsidies in that it calls for an expansion of revenue
foregone which amounts to the Government providing a subsidy to mail
service users which is paid by the taxpayers. We oppose this provision
given the present budget restraint climate.
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Postal Rate Commission Budget

Section 9 provides that the Postal Rate Commission seek appropriations
from the Congress through the annual budget process rather than through
the Postal Service. We believe that the Commission's operations should
be supported by a separate appropriation rather than out of postal
revenues. Since the Commission serves as a regulatory body over the
Postal.Service, it should not be dependent upon postal income for its
own funding. However, the section should be amended to delete what
appears to be a prohibition against Presidential revisions to the
budget.

Qualifications and Service of Governors and Commissioners

Section 10 prescribes specific qualifications for the Governors and
Commissioners and prohibits appointment of former employees of the U.S.
Postal Service and the Postal Rate Commission to the Board of Governors
for at least five years. We share the Subcommittee's interest in
assuring that talented and qualified officials are appointed to these
positions. We are concerned, however, that specification of experience
and training for Commissioners could unnecessarily limit the selection
of the President without offering assurances that such limitations
would, in general, improve the selection process. Such restrictions
may well open the door for potential conflict of interest complaints.
Therefore, we have some reservation about the need for specificity in
the law and the unnecessary disruption that could result. We do not
have any objection to the subsection prohibiting "revolving door"
appointments between the two agencies.

Section II effectively addresses the problem of unfilled vacancies on
the Board of Governors by authorizing a Governor to serve up to one
year after expiration of his term if a successor has not qualified.
While the provision would assure needed continuity, undesirable
"holding over" in lieu of new appointments would be prevented by
limiting such service to one year. We support this provision.

Postal Property Protection

Section 12 addresses the problem of lack of property protection
authority which was overlooked in the 1970 Reorganization Act that
authorized transfer of responsibility for postal property from GSA to
the Postal Service. In the past, the authority has been provided by a
rider to the annual Postal Service appropriations bill. This provision

would replace the rider by permanently authorizing the exercise of
enforcement powers by security personnel, including service of warrants
and arrests. We support the permanent authorization of these
enforcement powers in the Postal Service.
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Size and Weight Limits

Section 13 would repeal the statutory size and weight limits for
non-letter mail. Instead, limits would be set through the mail
classification procedure. The Administration supports this and a
similar provision in H.R. 79. because the variance in limits is not
only udnecessary but creates confusion and irritation to the public.

Responsibilities of the Postal Rate Commission

Sections 6 and 7 of S. 2558 attempt to define and to clarify certain
responsibilities of the Postal Rate Commission regarding the review of
service classification decisions and experimental service proposals.
We concur with the Subcommittee that it would be desirable to define
more precisely the responsibilities of the PRC in this area.
Unfortunately, we do not believe that Sections 6 and 7 of S. 2558
would, in fact, result in an acceptable definition of the PRC role. In
total, we believe the sections may add to regulatory complexity and
delay. We are also uncertain about the heavy weight placed on the
"impact upon xowinpto' in the proposed PRC decision process.

ocmpetiticnr"

Again, I would like to reiterate our concern about the increases in
subsidy authorizations and to offer to work with the Subcommittee on
the many issues addressed in this bill.
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IRICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS
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In WOt r ~afm

May 12, 1980

Honorable John H. Glenn, Chairman
Subcommittee on Energy, Nuclear Proliferation

and Federal Services
Senate Governmental Affairs Committee
204 Russell Office Building
Washington, D.C. 20510

Dear Mr. Chairman:

This is with reference tsafet an he bill to bring the United States
Postal Service under the Occupational Safety and Health Act of 1970. This
bill pasted the House of Representatives on October 22, 1919, and is now before
the Senate Governmental Affairs Committee.

H.R. 826 would authorize the Occupational Safety and Health Administra-
tion to conduct unannounced safety and health inspections of postal facilities
and to impose penalties for violation of federal safety and health lava. The
bill would apply to the Postal Service the same standards as are applied to
employees in the private sector generally. 'While this bill would impose civil
penalties for violations of federal safety and health laws, it should, we believe,
be strengthened by providing for criminal penalties similar to those contained
in the Glenn Bill, S. 2998, the "Postal Service Act of 1980", when flagrant
violations result in death or injury to postal workers.

The need for this legislation has long been evident. Although Public Law
94-82 gave the United States Postal Service statutory responsibility to establish
and maintain "effective and comprehensive' safety and health programs, the Service's
record in carrying out this responsibility is one of disregarding, neglecting or
minimizing allegations of unsafe or unhealthful working conditions, As a consequence,
postal workers throughout the system are subjected all-too-often to unsafe and
unhealthful conditions in work areas.

The disastrous consequences of these conditions are shown in the fact that
the Postal Service has the highest accident and injury rate of any federal govern-
ment agency. In 1977 the Service's employees suffered 62,966 injuries and illnesses,
amounting to 34.4 percent of the total 182,790 for all Federal agencies. The
Service's rate of' lost workdays due to injuries and illnesses exceeded the rate for
the entire federal workforce by almost 150 percent. Fifty-five percent of all lost
workdays due to accidents and injuries in the federal government were attributable
to the Postal Service. The untimely and tragic death of a postal worker at the
Postal Service's New York Foreign and Bulk Mail Center inJersey City, New Jersey,
was clearly a result of inadequate attention and care for the maintenance of safe
working environment conditions. Such conditions could be alleviated if the Service

erebrought under the protection of the Occupational Safety and Health Act.
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We strongly urge that legislation which would accomplish this objective
be reported favorably by the Governmental Affairs Committee and that the Senate
give its approval to this necessary and desirable House-passed measure. We also
urge that flagrant violations of safety and health requirements be made subject
to criminal penalties so as to make clear that violations that result in death or
injury to postal workers will not be tolerated.

I would like to request that this letter be made a part of the record of
the hearings before the Subcommittee on Energy, Nuclear Proliferation and Federal
Services on this important legislation.

Sincerely,

Ray Venison, Director
DEPARTMENT OF LEGISLATION
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AMERICAN LIBRARY ASSOCIATION OFFIICES;
-~3 AOAHINO HURON STWASHINGTON OFICE CUAO. ILL. 60611

BOX 54 110 MARYLAND AVENUE N E W ASHINGTON, D C 20002
TELEPHONE AREA CODE f202) 547-4440

Nay 7, 1980

The Honorable John Clenn, Chairman
Subcommittee on Energy, Nuclear Proliferation,

and Federal Services
Governmental Affairs Comittee
U. S. Senate
Washington, D.C. 20510

Dear Senator Glenn:

This letter is submitted for the hearing record on the Postal Service Act,
S. 2558 and 1R 79, on behalf of the American Library Association, a nonprofit edu-
cational organization whose 35,000 members are dedicated to the development and
improvement of library and information service for all the American people.

The Association was pleased to note the recent introduction of S. 2558. and
our comnnts vil be directed mainly to Section 8 concerning the fourth-class
library rate. We support the intent of Section 8, but feel that three ndments
are necessary to clarify the intent as follows:

Suggested Amendments to Section 8(a) of S. 2558

1. Delete Section 14(d) which would cause Section 8 to expire as of Septem-
ber 30, 1983.

2. Treat Section 8 as an amendment to Section 3683 (which covers the library
rato) of title 39 of the U.S. Code, rather than as an amendment to Sec-
tion 3626 which provides for extended phasing of library rates and ex-
pires in 1987.

3. Permit "catalogs"' as well as teaching aids, guides and maps to be
mailed at the .library rate. Both HR 79 and the section-by-section
analysis of S. 2558 include catalogs.

Additional details on the need for these amendments plus examples of the
effect of current postal rates on library operations are given below.

Amendment Number 1

The main purpose of Section 8 of S. 2558 is to correct an anomaly neither
anticipated nor intended by Congress. For some time, the law has allowed li-
braries , educational institutions, and certain nonprofit organizations to loan or
exchange materials among themselves at the library rate, and it allows films,
sound recordings, museum materials, and catalogs of any of these to be sent to or
from libraries, educational institutions and certain nonprofit organizations.
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The Postal organization Act Amendments of 1976 (PL 94-421) made it
possible for publishers and distributors to mail materials to libraries et the
library rats. Previously they had been required to pay the higher book rate.
Without this legislation libraries today vould be paying far more in postal
costs, since such costs have traditionally bean passed on from publisher to
purchaser. However, the 1976 amdnts neglected to specifically allow a li-
brary to return materials to a publisher at the library rate. Although this
mounts to only one or two percent of that libraries purchase by mail from pub-
lishers and distributors, it is ironic that libraries, for whom the library rate
was intended, must use the higher book rate to return such materials.

We are pleased that S. 2558 corrects this oversight, but it does not make
sense to correct it for only three years, as Section 14(d) would provide. To
undo the Section 8 amendments as of September 30, 1983 would be costly for the
Postal Service and confusing, to say the lesst, for libraries and their users
and for other entities affected by the library rate. We strongly urge deletion
of Section 14(d).

Amendment Nuxber 2

In its current form, Section 8 of S. 2558 would make changes in the library
rate by amending Section 3626 _.C. Section 3626 provides for extended phasing of
the library rate until the full rate ts reached in 1987. Thus even without the
provision of Section 14(d) of the bill, Section 8(a) could be interpreted to ex-
pire when phasing expires. We believe this is not appropriate for the reasons
given above.

Section 8 should be treated as an amendment to title 39 rather than to the
phasing provision. A more appropriate placemnt might be as an amendmet to Sec-
tion 3683 USC which covers the library rate, as provided in the House-passed bill,
RU 79.

Amendment Number 3

Section 8 should permit catalogs as well as teaching aids, guLdes and maps to
be mailed at the library rate. HR 79 includes catalogs or similar publications
which contain listings of item eligible for the library rate, and the section-by-
section analysis of S. 2558 in the April 15 Congressional Record (pp. S3657-8)
specifically includes catalogs. We assume the omission of catalogs in the text
of the bill is inadvertent, and urge that it be restored.

Our concern on this point stems from the problems some libraries have had in
attempting to mail Books-by-aill catalogs at the library rate. In order to pro-
vide library service to rural, Isolated, homebound or institutionalized persons,
many public library system and state library agencies provide Books-by-Ma l ser-
vice. To help such patrons select materials, many libraries propare selective

- listings of items in their collections which they mail to prospective users of the
service. Theme listings are actually bibliographies, clearly eligible for the
library rate. But to make them more familiar and appealing to the Books-by-Hail
clientele, the format may be arranged like a mail-order catalog. And some local -

postmasters refuse to allow such 'mail-order catalogs" to be maLled at the library
rate. As rising energy costs make bookmobile service less economical, Books-by-
Mail projects are increasing. Alabama, Minnesota and Nebreska are among the
states encouraging Books-by-Mail service.
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Other Provisions

We would suggest that the Comittee's report on S. 2558 make clear that the
term "library' means all libraries which are open to any segment of the public or
are at least operated on a nonprofit basis. In a postal context, the term
"library" has often been interpreted to mean only "public libraries." Such an
interpretation denies the benefits of the library rate to the libraries of
parochial schools and to institutions such as the Folger Shakespeare Library
which serve a true public purpose.

We are also concerned about the public service appropriation for the U.S.
Postal Service. As you noted, Sen. Glenn, in your introductory statmnt on
S. 2558, "the concept of universal service at a uniform price involves a public
service aspect that goes beyond the question of hard economic analysis" (April 15
Congressional Record, p. S3656). We agree wholeheartedly. Section 5 of S. 2558
would freeze the public service appropriation at its current level of $920,000,000
This is certainly preferable to current law which would have the public service
appropriation decline 10 percent per year for the next five years. However, we
urge you to accept the modest increases provided by U 79 over three years to a
madum of $1.3 billion. Given that universal mail service requires a subsidy,
the subsidy muat cover increased costs, especially when the alternative is in-
creased postal rates.

The public service appropriation to maintain universal postal service
affects directly another essential public service whi h is nearly universal --
public library service. The library users most affected by increasing postal
costs are those in sparsely populated areas where the public libraries are most
dependent on receiving new materials by mail, and where library and user are most
likely to make connections by mail. The arguments for universal postal service
and universal library service are the sme -- Americans should not be denied ser-
vice or charged more for it because of their location or circumstances. The
attachments to this letter detail the impact of increasing postal costs on li-
brary service.

Conclusion

The American Library Association appreciates the opportunity to present its
views and recndations for strengthening S. 2558. We stand ready to provide
any further assistance you nay require in developing a sound postal reform bill
that will make significant progress toward assuring prompt and reasonably-priced
mail service to all Americans.

Sincerely,

Kileen D. Cooke
Director
MA Washington Office

Attachments
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VV=AC O1 V=WRa~Ig VITAL COSTS ON STANZA LISRU AGENCIES

A survey of state library agencies in December 1979 elicited the following
coment@ on the impact of increasing postal costs on library services:

ALASKA: In four years our postage expenditures have increased by more
than 100 percent. He are dependent on USP to serve Alaska's

widespread citizenry. The great increase in postal costs means fever materials can
be purchased as the money must come from somewhere -- public budgets are not in-
creasing at that rate. An informed citizenry is important to the nation.

AMQC A : As a representative of a non-contiguous territory of the USA,
increased postal rates are a great concern. On our already small

budget, we cannot continue to increase our postal costs, but we need a delivery system
that can get our library materials to the islands in the least mount of time and
money. It's going to be more books/less postal costs or less books/more postal costs
for American Sema.

COMNICYICUT: The 63 percent increase in phased rates from 1978 to 1987 will
necessitate decreasing service in providing state documents (laws,

consumer information, recreational opportunities) to the public since status quo or
shrinking state budgets cannot foreaseably make up this lacrease. A related problem
-- the Hartford postmaster has refused to allow the State Library to send exchange
materials library rate to other Institutions, stating that the material (other
Connecticut agency publications) does not originate at the State Library.

DILAHARI: For letters, our gripe is not the cost as much as the incredibly
slow delivery.

FLOR ; We have an extensive interlibrary loan operation as part of the
- Florida Library Information Network. Since 1976/77, our postage

use has more than doubled. If the phased rates continue to escalate and requests for
increased appropriations for postage are not funded by the legislature, our only re-
course will be to reduce service.

GEORGIA: In addition to the obvious postage costs on the postage meter,
shipping costs are added to the price of materials ordered. A

recent invoice for a single $5.95 book had shipping costs of $1.23; another for
several books totalling $62.00 had shipping charges of $2.65. These costs must be
borne by every library in addition to the 20 percent rate of book price inflation.
Our state-defined mission is to provide free library service to every Georgia
citizen. We are not allowed to charge for our services, but with funding remaining
static or even being cut, this cannot continue indefinitely. The end of free library
service is in sight if no ons will draw the line on increased postage costs -- it's
the straw that will break the camel's back.

IDAHO: We hae a very grim situation facing us in our operational
budget. We hsve not had increases in appropriations; therefore.

the increases in postage, which have been high, must be paid from service funds.
The impact is especially serious on the small libraries in Idaho. We send them col-
lections of books (500-1000 volumes) at a time; they have to scrape to come up with
postage to return these collections.

LOUISIANA: Increases in postal rates with little improvement in service are
forcing us to reconsider other delivery systems such as UPS and

Greyhound Bus.

NICOIGAN: No question that costs to mail library materials will more than
double. The long range impact may well reduce or eliminate any

interloaning of materials from mall public libraries which will not be able to
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afford paying for or absorbing costs relating to Interlibrary loan. In many in-
stances, monies normally used to purchase materials will be diverted to meat rising
postal costs.

MINNESOTA: Many of Minnesota's regional system directors are very concerned
about the future of bookmobile service because of rising costs.

Books-by-Mail is already available in most of the systems, but may be increased. Two
of the regional system have reported that small branch libraries do have trouble with
local postmasters not permitting library rate, but I'm not sure for exactly whet items.

MISSOURI: The Dunklin Public Library in Kennett, Missouri provided a Books-
by-Mail service for about three years to residents in the most

rural parts of its service are. Those who received catalogs and borrowed materials
by mail were essentially homebound -- many were without cars and my could not afford
to buy books and had no other access to such materials. However the increasing post-
age costs, even at the library rate, caused the service to be discontinued. The li-
brary tried to pass the postage cost on to the patron but use declined, and the li-
brary, no longer able to afford the only library service available to some of its
rural residents, dropped its Books-by-Mail program.

NEBASKA: Postal rate increases have substantially increased the costs of
operating our statewide film lending service and of sending

materials from our book and audiovisual collections to libraries throughout Nebraska.
Continued increases will reduce the portion of our budget that can be used for
materials purchases and collection building.

NEW JERSEY: An estimated 15,000 volumes are received annually by mail. Cost
of these materials will increase as publishers pay a higher

postage rate. The State Library has already had to resort to commercial delivery of
materials to libraries in New Jersey because of rising postage rates, slowness of
USS, and risk of damage through the postal process.

NEW YORK: We are very concerned about the increase in postage costs. This
year has seen a marked increase and we seem to be constantly run-

ning out of money on the mter.

OHIO: .. Because of increasing postal rates and decreasing reliability of
the service, we are using UPS for our interlibrary loan service.

PENNSYLVANIA: Statistics indicate that the State Library's postage costs are
incre-asing about 21 to 23 percent a year. With the operating

budget of thiis library increasing only 6 to 8 percent a year, it is claar that in-
cressed postage costs are cutting very deeply into the library's funds to purchase
books and periodicals for the use of its patrons.

VEDNT: In rural America there is no viable substitute for the U.S. Mail.
Again the federal government costs the average citizen dollars.

Because postal rates rise consistently, many small public libraries find they can no
longer provide shipment of Interlibrary loan books free. Th4 borrower is being asked
to pay postage charges. Can small public libraries stay in business -- energy, post-
age, books, $$?

American Library Association
Washington Office
may 1980
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POSTAGE COSTS - STATE LIBRARY AGENCIES - Deceber 1979 Survey
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TRANSPORTATION ASSOCIATION OF AMERICA PALLJIIEP
SUTfE 1107 " 110017TH STREET. N.W. 9 WASHINGTON. D.C. 20036" (202) 296-2470

May 1, 1980

Honorable John H. Glenn, Chairman
Energy, Nuclear Proliferation and

Federal Services Subcommittee
Senate Governmental Affairs Committee
Washington, D. C. 20510

Dear Chairman Glenn:

Speaking on behalf of the broad membership of the Transportation Asso-
ciation of America, I should like to express TAA's opposition to those pro-
visions in the House-passed H.R. 79 which would discontinue the independence
of the U. S. Postal Service and again place it under the direct authority of
the President and Congress. This bill, along with others relating to the
USPS, are now being considered by your Subcommittee.

TAA, a national policy organization made up of transport users, sup-
pliers, investors, and carriers of all modes, continues to support the prin-
ciple of maximum independence qf the Postal Service, with full opportunity
to operate as a business enterprise free from political pressures and influ-
ences. This position is based on the following policy formally approved by
the 115-member TAA Board of Directors (see current roster attached):

"TAA supports an independent United States Postal Service
under the direction of a Presidentially appointed Board
of Governors, but free from a Presidentially or Congres-
sionally appointed Postmaster General."

H.R. 79 not only calls for Presidential appointment of the Postmaster
General, by and with the advice and consent . f the Senate, but would also
make this appointment strictly a political one by having the Postmaster Gen-
eral "serve at the pleasure of the President". As such, the USPS would be
required to operate under postal policies in line with national policies
of the current Administration. A change in Administration would in all prob-
ability result in a change in postal policies. TAA does not believe the
USPS can be effective in a highly competitive field such as communications
under a politically dominated management.

Similarly, we fail to see the logic of abolishing the Board of Governors
of USPS, as proposed in H.R. 79, since this would deprive the Postal Serv-
ice of the very type of policy expertise and guidance that is needed. If
this Board has been ineffective, the proper corrective action is to find out
why and to make appropriate changes. In this respect, an approach such as
proposed in Section 10 (Qualifications of Governors and Commissioners) of
S. 2558 would be the better choice.

SUPPORTED IN 11 NATIONAL INTEREST BY USERS. INVESTORS. AND ALL FORMS OF TRANSPORTATION
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We are pleased to note that neither H.R. 79 nor S. 2558 would change
the independent status of the Postal Rate Commission. TAA believes such
independence is basic to a sound postal system, as policy decisions with
respect to postal classifications, rates, and services should be based on
objective and impartial analyses.

While the Postal Service has failed to meet the goals of its restruc-
turing in 1970, we cannot place the blame on the Postmaster General. He
has had to manage an inherently unprofitable-public service that must com-
pete in a climate of rapid technological change in communications, as well
as face a growing number of private-enterprise carriers in the parcel field.
The return to a politically dominated, one-man-controlled USPS will, in our
opinion, make it even more difficult for the Postal Service to compete, pro-
vide good service, and minimize its losses.

TAA, therefore, urges that provisions calling for a Presidentially ap-
pointed Postmaster General and for abolishment of the USPS' Board of Gover-
nors not be included in any Postal Service restructuring bill approved by
yuur Subcommittee. We also request that this letter be included in the
formal record cf hearings on H.R. 79 and S. 2558.

Respectfully,

At tachment
cc: Members of Senate Govemnmental

Affairs Committee

0


