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POSTAL SERVICE CURTAILMENT

MONDAY, JULY 23, 1968

.S, SENATE,
Coyyrerree oN Post Orrice Axp Crvin SERVICE,
Washington, D.C.

‘The committee met at 10:10 a.m.,, pursuant fo recess, in room 6202,
New Senate Oftice Building, Senator A. S. Mike Monroney (chair-
man of the committee) presiding,

Present : Senators Monroney, Yarborough, Hartke, Burdick, Hol-
lings, and Boggs.

Also present: John Burzio, staff director; David Minton, general
counsel ; Frank A. Paschal, minority clerk: and Charles S. Caldwell,
professional stafl member.

The Crramraman. The Post Office and Civil Service Committee will
resume its hearings. It will be a continuation of the hearings on the
neeessity and desirability of exempting the post office service from
the employment ceiling of the 1968 Revenue Act.

Our first witness today is the Honorable Charles Zwick, We are
happy to have you here. We know you are about the busiest man in
Washington next to the President himself during this period of the
vear,

We will appreciate having testimony on this very, very important
mtional matter.

STATEMENT OF HON. CHARLES J. ZWICK, DIRECTOR, BUREAU OF
THE BUDGET, ACCOMPANIED BY HON, SAMUEL M. COHN, ASSIST-
ANT DIRECTOR FOR BUDGET REVIEW

M. Zwicer, Thank you. T do not have a prepared statement,

I think I can put in perspective the Administration's position, and
that is quite simply that the Administration has been clear that the
provision Timiting employment in the tax bill was a most unwise
provision,

L would be happy to submit for the records, at the end of my stafe-
ment, a letter to Senator Williams on March 4, excerpts from my
testimony before the Senate Finance Committee on Mareh 14, and
the President’s signing statement on June 28, when again he referred
10 this provision as heing most unwise,

T think there is no doubt in the public record on the Administra-
tion's position, Basieally, and without belaboring the poirit, we think
it is an_arbitrary employment ceiling which is not consistent with the
detniled program review conducted during the appropriations
process.

(37)
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The employment rollback essentinlly means that even after the $6
hillion eut in expenditures, ngeney workload will be up 25 percent
over 1966, So vou are asking agencies to accomplish an inereased
worklowd of 25 percent with no change in the employment level,

Now. that just is not good business for the Government, 1t is not good
business for private industry, It is. in our opinion, an unwise and
ineflicient provision which will lead to either curtailment of service,
on the one hand, or ineflicient practice of overtime, extra work, et
cetern,

We think there is an inconsistency between the employment ceiling
and the appropriations processes of Congress, even including the $6
hillion cutback.

Notwithstanding this clear record, however, Congress did enact the
tax bill and did enact that provision.

We thought hard about it, and when the President signed the tax
bill on June 28, he again noted that it was an unwise provision, Ai
that point we decided it was so important to the country to huve the tax
hill that we would, in fact, aceept these provisions and live with them.
That is indeed what we are doing, and have heen doing since July 1
of this vear,

So we find ourselves in a peculiar position today. We made our case
and lost, We signed the tax bill and we are living with the provisions.
We do not feel we are in a position to ask for exceptions or recom-
mend exceptions,

Certainly we have no objection {o any exceptions that are made by
the Congress, We signed the tax bill less than 1 month ago, and there-
fore we should not be here recommending changes in it,

We have no objeteion to any exemptions that the Congress decides
{o make. That is my statement,

('The following information was submitted by Mr, Zwick:)

THE SECRETARY OF TIE TREASURY,
Washington, March 4, 1968,
Hon, Jons J. WiLLiass,
LN, Senate,
Washington. D.C.

Diar SENATOR WILLIAMS ! Thix letter is in reply to your request for the views
of the Preasury Department on your bills, 8. 2802 “A Bill to improve the bal-
ance of pnyments and protect the domestic economy of the United States”,
and K. 2003 “A Bill to amend the Internal Revenue Code of 19534 to limit the
maximum rate of percentage depletion to a rate of 20 percent.”

Sectfons 3, 4, 5 and 10 of 8, 2002 are within the divect purview of the Director
of the Budget, dealing as they do with the number of elvilian employees, the
initiation of puhlic works projects, budget expenditures generally, and foreign
fravel by Goveriment officers and employees, I am therefore attaching a copy
of & <tatement by Direetor Zwick commenting on these sections. As that state-
lm'l(lll mdicates, the Administration strongly opposes the provisions of these
seetlons,

The remaining provisions in these bills relate to matters within my area of
responsibility, and I am commenting upon them in a statement attached to this
lettor, In addition to that statement, T would lHke to make a fow overall obhserva-
tionx on 8, 2002, :

The sections of 8, 2002 within my area of responsibility cover matters which
are the subject of proposals of the Adnifnistration presently before the Con-
gress, The principal thrust of those sections is in the same direction as thoxe
proposals, and I therefore welcome your support of our objectives. Moreover, for
the _most part the provisions of your bill dealing with these matters are sub-
stantively qguite close to our own recommendations, o that in a number of
instances the difference becomes one of detail. Thus, your recommendation in
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Seetion 2 of the bill for a continuation of existing nutomobile and communica-
tions excise taxes Is quite close to our proposal in this area und to what has
been alrendy adopted by the House. Your recommendation in Section 8 of the
bill relnting to reductions in existing Customs exemptions is likewise close to
the propositls 1 presented to the Committee on Ways and Means on Februnry
S and which have been the subject of recent hearings before that Committee,
Your vecommenduation in Section 11 of the bill to repeal the gold reserve re-
quirements for Federal Reserve Notes parallels legisiation now before the Senate
which we strongly support. The recommendution in Seetion ¢ of the bill for a
temporary  surcharge on individuals and corporations adopts the same form
for a teamporary tax inerease that we have been steadily and strongly urging,

Your recommendations in these sections thus deal divectly with the basie
abjectives of our fiscal program—the reduction of the budgetary deficits that
would otherwise prevail in tiseal 1968 and 1969 to more manageable and accepta-
hle levels, and a reduction in our balance of payments defieit, In these substun-
tive areas I welcome and appreciate your support

As respects Section ¢ of your bill, where you recommend a temporary 8 per-
vent surcharge on corporations and a ¢ percent surcharge on individuals, I
wouldl of course strongly urge that we achieve the temporary surcharge at the
1) percent level recommened in the Budget. A surcharge at that level will add
over §%2 billion in fiscal 1068 aud over $3 billion in fikcal 1969 to the revenues
that would be obtained under the rates you suggest. I feel that this additional
revenue is needed to achieve the reductions in the budget deficits that arve
desired,

‘I'he paramount need is that of achieving legislative enactment of the requisite
reveme-producing measures, We should also secure that enactment as promptly
as possible, so that delay does not cause us to see revenues keep draining away
thar a prompt enactment would have put into the coffers of the Government, I
must leave to the Congress the question of Congressional procedure involved in
ohtaining the desirved legislation. Presumably that procedure is a matter to he
worked out between the leaders of both Houses and the leaders of thelr Tax
Committees.

Although we have major reservations with respect to the sections of your bill
dealt with in Director Zwick’s statement, again let me express my apprecintion
for your enconraging support of our tax and balance of payments objectives.

Sincerely yours,
Hexry I FowLer,
[Attnehments]

BUREAU oF THE DBUbuer COMMENTS oN 8, 2002

S, 2002, “Balance of Payments and Domestic Economy Act of 1968,” contains
a combination of tax measures nnd expenditure provisions “to improve the
ntlinee of payments and protect the domestie economy of the United States.”
Nome sections of the bill are similar to proposals made or actions already under-
wity by the Administration with the same objectives in mind. Other sections, how-
ever, represent unwise, ineflicient, or impractical methods of accomplishing the
tlesired purposes. In total they are a prescription for ineficient government,
The Burenn of the Budget is primarily concerned with Seections 3, 4, 5, ana 10
of the bill: analyses of each of these sections are presented below. Sections 3,
L and 5 are, in our view, particularly troublesome, These sections, taken together
are designed to accomplish an expenditure reduction of $8 billion in fiseal yemr
1964, Section 3 enlls for a freeze on eivilian officers and employees in the exeen-
tive branch at the September 20, 1968 level, Section 4 requires a moratorium
o pu}:})ic;’wm-ks. Section 5 imposes an expenditure Hmit of £178 billion in tisenl
Year 1969.
These seetions are undesirable, from the point of view of both, policy and
administration, To snmmarize briefly, they would—
reiquire an arbitrary, meat-axe approach to Govertiment programs and
services instead of careful and deliberate program-by-program review :
fall inequitably upon the activities which are relatively controllable, re-
quiring, in many cases, erippling reductions;
cause considerable nucertainty sinee, if, as the year progressed, expendt-
tures for uncontrollable programs were to inerease over the estimates, the
Hmited controllable portion of the budget would have to be cut more and
more deeply to keep within the statntory celling on total expenditures: and
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transfer from the Congress to the Executive virtually all decision-making
as to which programs to fund and staft, regardless of congressional action
through the appropriations process.

Orderly, efficient Government requires explicit deecisions—program by pro-
wram—after consideration of needs and priorities by both the Executive and the
Congress, Moreover, to be effective in these rapidly changing times, Government
must have a degree of flexibility. A statutory expenditure limit, combined with a
retronetive freeze on civilinn employment and an across-the-board moratorivn on
public works, runs counter to both of these requirements,

ANALYSIS OF SECTIONS 3, 4, 3, AND 10

Seetion 3. Reduetion in Exceutive Branch Employment

Summary.—During any perfod in which employment in the executive branch
exceeds the level of employment of September 20, 1966, no more than 245% of
total vacancies occurring may be filled.

The Director of the Bureau of the Budget is required to determine which
vacaneies may be filled, reserve from expenditure the savings in salaries and
wages and other categories of expense resulting from this action, and malke quar-
torly reports to the Congress of his activities,

The section would not apply to employees in the Department of Defense, the
postal field service, the 1I*ederal Bureau of Investigation, offices filled by appoint.
ment by the President with the advice and consent of the Senate, or to positions
filled by transfer from the same or another agency. However, all such employecs
and offices would be counted in the aggregate number of employees employed
September 20, 1966 and the number employed at any particular time.

The section would take effect April 1, 1968.

Comments—Total Federal civilinn employment in the executive branch at
the end of September 1968 was 2,762,000, The Post Office and the Defense De-
partment accounted for 1,834,000 and all other agenctes 928,000. The 1969 budget
estimates of employment were based on careful review and determination of the
minimum numbers of employees essential to support the proposed program levels.
The estimates indicate an inerease of 315,000 in June 1969 above the September
1960 level. Post Office and Defense will account for 207,000 of this increase and
all other agencies will account for the balance of 108,000,

Since the provisions of section 5 about not filling 3 out of 4 vacancles do not
apply to the Post Office and the Defense Department, but their numbers are
included in the totals, employment in the rest of the Government agencies would
have to be reduced below the level of September 20, 1066 to the extent that the
Defense Departinent, the PPost Office and the Federal Bureau of Investigation
cxceed their September 20, 1966 level. Therefore, the other Goverment agencies
would have to reduce employment not only by the 108,000 by which they are
estimated to increase, but also by the 207,000 that the Post Office and Defen.e
Department are estimated to inerease. .

A reduction of some 315,000 employees in those agencies is in excess of 307;
from the estimated June 1969 level and more than 200,000 below the September
1966 employment level which seetion 3 is designed to maintain! This would
completely disrupt the functions of Government,

Section 3 appears to give discretion to the Director of the Bureau of the Budget
as to which vaeancles should be filled, but iu reality the Director would have
little or no discretion. Neither the I’resident, the Congress, nor the public wonlld
want air safety jeopardized, for example, The choice would then be to Himit air
travel or to increase employment in the Federal Aviation Administration. The
effect of seetion 3 would be that for each person added by the Federal Aviation
Administration, four vacancies elsewhere would have to go unfilled, If employ-
ment were to be merely held level at 'AA, all vacaneles in FAA would be tilled.
and for each vacaney that occurred and was filled at FAA three vacancies must
Le lett unillled elsewhere.

Simflarly, programs such as social security or Medicare must handle all of
those who are eligible. Accordingly, maintaining or increasing employment in
the Social Security Administration to cope with rising worklonds wotld mean
that four tiines the number of increases and three times the number of vacancies
filled at the Social Security Administration would have to be left untilled else-
where hii the Governinent,

Long before the Director could satisfy requivements of the Federal Aviation
Administration, soefal security, and other important activities, such as law en-
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jorcemetit, veterans' hospltal care, and civitian ageney support for Vietnam oper-

ations, the number of vacancles that legally could be filled would undoubtedly be
whnusted, The result would be that a lnrge number of agencies would be forced

B (o drastically curtail or eliminate services to the public.

Section 3 completely disregards the fact that demands for ({overnment services

E .ive Incrensing and that there must be additionul employees to handle the result-
ing Increased workloads.

or exmnple, it is estimated that the number ox setablishments requiving Ied-

f ol meat inspectors will increase by 78% in 1069, The only alternative to per-
® mitting uninspected and perhaps unwholesomne meat to pass to the consumer
§ {s to Increase the number of inspectors. Similarly, additional employees ure nec-
! ewary for projected Increased services in 1969 such as—

Loans to small business—up 21% ;

New Federal manpower programs almed at both the urban and rural disad-
vantaged—a 20¢% increase in program level ;

Malntenance of air travel safety while aiv traflle significantly increases—
landings and takeoffs at airports with IFAA towers will increase 15%:

Processing of mortgage insurance applientions to the Federal Housing
Administration by prospective homeowners—expected to increase by 100,000;

Disposition of 49 more patent applications in the Commerce Department;

Handling of complaint applications concerning monopolistic and unfalr
trade practices—up 7%:;

Disp/osition of electric rate filings to the Federal Power Commission—
up 449

Adjudication of air cavrier rate and fare cases—up 10%:;

Disposition of applications for motor carrier operating authority—up 80% ;

Mediation of wmifair lnbor practice cases—up 7.5 % ; and

Handling of 112 million tax returns by the Internal Revenue Service—up
almost 3 million,

In the face of these workload increases, it is apparent that approriate action
with regard to Federal employment is not to impose arbitrary and disruptive de-
crensey, but to limit increases to what is essential, This was the policy pursued
by the President in his 1069 budget.

The selection of the month of September for the base period in section 3
would cripple the regular and special summer activities of the Government.
These include programs to accommodate visitors to the national forests and
mirks, construetion activities in agencles such ns the Corps of Ingineers and
Tennessee Valley Authority, the President’s summer program for disadvantaged
vouth, ete. Most temporary summer employees have left the rolls by September.

Neetion 3 requires the Director of the Bureau of the Budget to decide which
vacanetes should be filled, The number of vacancles occurring each year, apart
from Defense and Post Office, s about 250,000. Ior the Director to carry out
thix function on any but a generalized basis would require a considerable in-
crense fn staif,

Employees of the executive branch of the Federal Government are hirved to
carry out the laws enacted by the Congress and at levels of activity determined
by (he Congress, The effection of section 8 would be to require the Director of
e Burenu of the Budget to decide which of those laws should be ignored ov
only partially carried out. It would be more appropriate for the Congress itself
to make those speeifie determinations through nermal legislative processes,

Neetion 4. Moratorium on Public Worlks Projects

Summary~-This section has four principal provisions:

1"rom the date of enactment und during the time in which a tax surcharge is
in effect, no Federal ageney shall-—

initinte the planning or construction of any public works project (exclud-
ing highway projects) ; or

make any grant to any State or loeal government ageney for initiating
planning or construction of any such projects.

Planning or construction of new projects may proceed only wheu the Director
of the Office of Emergency Planning, after Investigation, determines that a delay
in planning or constructing such projects would cause frreparable damage to the
“public health or welfave.”

he Director of OEP is required to investigate all public works projects (ex-
cept highway projects) being planned or constructed on the date of enactment to
determine which projects can be temporarily halted without causing irreparable
damage to the public health or welfare.

97-314—08—pt, 2——2
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No Federal ageney shall coutinue the planning or construction of IFederal
projects or make any grant for continuing planning or constraction of State amt
loenl project< if the Director of OEP determines that such projects cin be tempo-
rarily halted.

Comments—"The proposed moratoritm on publie works projects would he
costly and difffieult to administer. 1t would regtifre uneconomice actions to stop
iany worthwhile projects alvendy underway if large reductions in expenditares
were o he achieved,

The intent of N, 2002 in restricting new public works construction start< may
be onldy slightly more limiting than the President's recommendations in the 19649
budeet. "The budget proposes very few new diveet Federal projocts other than
thowo esseitinl to the national defenxe and health and welfare of the public, and
hold: coing work to a minimum level,

The principal difference from the President’s recommendations is the intem
to halt golng projects, In this respect, the bill goes far beyond actions taken in the
Korean erisix, when contrnets were generatly allowed to be completed on less
essentinl projects before placing the projects on a standby hasis, The present bill
would require eancellation of existing contraets.

Morve specitieally, section -+ would create the following difficulties:

Flrst, the propoxal to stop projects under construction would be economicully
wasteful and costly to the Federal Government and to State and loval govern-
mentx, It would require additional costs to place projects on a standby basis and
would subject the Federal agencles to damage claims for cancellation of construe-
tion contraets, The economie waste would apply also to Federal grant programs
whenever additional grants would be necessary to complete a project already
underway.,

Secomd, the proposal to stop planning on projects (even though construction
ix not yet underway) would severely damage Federal and State and loeal con-
struction programs with very little saving in Federal expenditurex, Hnltiug of
planning work would result in the lossg of highly skilled ageney staft who conlid
not eaxily he roplaced when the Federal construction program was resmmed, In
addition, deferrnl of planning could impair later effectiveness and timing of
resumption of Federal puble works construetion If this were deemed desirable
to facititate post-war adjustments,

Third, determination of which projects could be undertaken within the phrase
ewentinl to the public health or welfare™ would be controversinl and thae.
consundng, Without elenr definitions, the bill would be difficult to administer
fately and efticiently.

Fourth, investigation of the projects lbeipg planned or under construction
before a determination to stop n project wounld require n time-consuming investi-
gation period. The application of the moratorinm to all going projects conld
well f1ke several years, by which time some of these projects would already be
completedd, 11 an investigation of going projects were to be vequired, It Ix question-
able whether OFEDP is the proper ageney to review the agencies' proposals and
nm'l;v the tinal deteriination as fo what s “essentinl to the public health and
welfare,"

'ifth, there is no clear reason why the Federal highway construetion pro-
gram should be excluded from the moratorium, sinee in many cases highways
could as well be delayed as public bulldings, educational facilities, water re-
sources projects, and other projects beneficial to the domestie economy. More-
over, the provisions of rection 4 appenr to linit the exelusion to divect Federal
highway prejeets and do not mention the oxelusion with veference to grants to
States or loeal governments, Most of the Mghway progranm is, of conrse, finaneed
through grants from the Highway Trust Fund.

Finally, cection 4 hax a number of othe; technieal difficulties which would
complicate its administration and in some cases raise serlous questions as to
oquity in it application to Federal programs, For example, there iz no defini-
tion of the word “profect.” although this term ean be applied with considerably
differont effects in different construetion programs. It also affects the determina-
tion of what is “new work” or “work underway”, No mention is made of Federal
lonns to State or loeal governments, although projects similar to, or comple-
mentary to, projects financed by grants arve also financed by Federal lonns, Pri-
viite or quasi-public institations (e.g., educational and health) receive construe-
tion assistance through Federal grant programs, but the bill limits the mora-
torium to grants to State and local government agencies,
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Neetion 3. Expenditure Limitation

Summeary—"This section of the bill would Hmit expenditures ju fiseal year
169 cusing the new bwlget concept) to $178 billion, This Hmnit would not apply
o expenditures in exeess of 25 billion for owr military effort in Southeast
A«in, if the Prestdent determines greater expenditures to be necessary for that
purpose in 1969,

The Hmit on expenditures is to be accomplished by reserving amounts of
abligational authority heretofore or hereafter made availuble,

Commoents.—The Burenu of the Budget oppores attempting to hold hudget
exponditures to a legally set limit, Such an attempt presents many serious
diflicutties, both for the executive branch aud the Congress.

Iirst, the Congress provides approprintions which grant the Administration
power to eniter into contracts or uvbligate money, Expenditures ave simply the
process of paying oft those contracts and honoring those obligations, Bxpendi-
tnres alone canmot be controlled: the inltial contracts or obligations must be
controlled, And expenditure ceillng does not face this fact—it s like locking the
barn door after the horse has gone.,

Necond, an expenditure limitation makes no allowance for uncontrollable
changes in expenditures, The Prexident would, of course, have to make an inftial
round of program reductions, However, later in the fiscal year, expendifures
conld Inerense—and the Administration would be powerless to stop this—in such
lovked-In programs as interest on the publie debt, CCC price supports, veterans'
pensions, and Medienid, for example, Thexe increases would immedintely require
even further cuts in other programs which could be controlled—ald to eduen-
tion, alrway safety, and health research, for example. As a matter of fact, If
<ubstantial uncontrollable expenditure increases took place late enough in the
lixenl year, some vital programs might be crippled or might well bave to shut
dewn completely to oftxet the Inereases and stay within the legnl cetling,

Third, an expenditure limitation would require a whole new and cumbersome
ot of controls, The entive Iederal accounting system is set up to control at the
oint where contracts or commitments are made, Iixpenditures are simply an
extimate of how rapldly checks will be writfen as work progresses, planes are
delivered, States draw thelr grant authorizations, and =o forth, Dut with a legal
limit on expenditures, all the agencles would have to set up n whole new and
wasteful management system to control those expenditures.

Along with these very practical problems associnted with a statutory expendi-
ture limit, there are fundamental considerations involving the sepatation of
powers and congressfonal processes.

An absolute celling on expenditures, as provided in section 5, wounld, in ef-
feet., transfer most of Congress’ powers of the purse to the President by giving
him carte blanche authority to reserve funds made available by the Congress,
The President, not the Congress, would thereby have almost conmplete anthority
1 declde whether new or old programs should be funded, and at what levels.

An absolute celling on expenditures, as provided in xection 5, would also com-
pletely undereut the congressional approprintions process, The Approprintions
Committees make a eareful examination of individual programs. Agency wit-
nessos nre questioned closely and at length on each budget request, The specilfic
approprintions are considered by the House and Senate as a whole, und nor-
mally by conference committees as well, before final action is taken. Seetion H
would undo the results of thig process before most appropriations for fiseal 1969
are even enacted, and would substitute a sweeping meat-nxe appronch—enacting
abligating mithority, on the one hand, while disregarding it on the other,

There can be 1o question that a reduetion of $8 billion from the estimated lovoel
of expenditures in fisenl 1069 conld mean sweeping reductions in programs,
To sehieve a reduction of that magnitude wonld require cutting program levels
by roughly double that amount—arvound $16 billion. Where could reductions of
that amount realistically or destrable be made?

As noted earlier, there are some programs which ave relatively uncontrollable,
under wiiieh payments are virtually fixed by statutory formuln in the short
term. These include soclal security. Medicare, and other social-insuranve trust
funds ; vetorans' pensions; interest on the Federal debt; and public assistance
srants, The Government is both legally and morally obliged to make the pay-
ments required for these types of programs, unless the authorizing legislation
is changed. And these pagments are often difficult to estimate, sinee they involve
factors largely outside of Government actions.

Our defense needs outside of Sonthenst Asin were examined with great care
in formulating the 1969 budget, It would not be possible to effect large cuts in
national defense at this point in time without damage to our national security.
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This leaves $30.5 billion of relatively controlluble civilinn programs, including
outlays from prior year contriets and obligations, to bear the full brunt of the
reduction—which could require crippling and destructive cuts in—

elementary and secondary education;
research on cancer, heart disease, mentul fllnesy, and other health prob.
lems

1oans for rural electrification, telephones. and housing ;

veterans' medical care:

activities to combat crime;

Internal Revenue Service audits of tax returns;

zrants for maternal and child health and welfare;

school luneh, special mitk, and food stamp programs;

operation of airways by the Federal Aviation Administration:

programs for Model Cities and urban transportation: and

air and witter pollution control.

This list could be extended, but the issue ig elear, If we want reductions in
these progrims of the magnitudes involved in section 5, the Congress should say
<o in terms of the specific activities to be reduced.

The President’s 106D budget calls for tight controls on all programs—ivith
selective expansions in some areas almost entirely oftset by reductions in other
controllable programs, The expenditure program in the budget is based on a strict
voview of national needs and objectives. Coupled with the President’s tax pro-
grat, it represents a respongible way of meeting our cconomie, fiseal, and pro-
gram requirements.

Seelion 10. Limitation on Forelgn Prarvel by Goternment Employees

Siommary.—Section 10 provides that no civilian oflicer or employee of nny of
the three branches or tGovernment may travel in a foreign country unless the
teavel is cortifled as essential by a proper certifying officer,

The term “proper certifying ofticer Is defined ns—

(1) The DPresident, for the hends of departinents and agencles in the
exeentive branch, the President pro tempore of the Senate, the Speaker of
the Honse, the Chief Justice of the United States, the Justlees and Judges
of the Courts of the United States, and officers and employees In the Judi-
cial branch;

(2) Department and ageney hends, for thelr oficers and employees ;

(3) The Prestdent pro tempore ot the Senate, for Members, officers. and
employees of the Senate: and

(4) The Speaker of the IHouse, for Members, officers, and employees of
the Houxe,

The section does not apply to travel in a forelgn country by employees whose
prineipal place of duty Is In that foreign country.

ile cection would remain in effect until termination of the iuterest equaliza-
{ion tax.

Conunents—The provisions of sectton 10 are unnecessary for reducing for-
cign travel in view of the measures already undertaken in the exceutive branch.
In o memorandum of January 18, 1868, the Dresident divected the heads of
departments and agencies to reduce officinl travel overseas to the minimum
consistent with the vrderly conduet of the Government's business abroad, On
February 14, the Burcau of the Budget issued further instructions in Bulletin
No, 48-%, Faeh ageney head was asked to take as his objective n reduction of
250, all overseas travel (o aud from places outside the United States exeept
travel inherent in permanently asslghing personuel overseas,

Faeh ageney is required to report to the DPrestdent a plan covering all of s
oversens travel through fxeal year 1969 fncluding a statement describing the
actions taken by the ageney head to reduce overseas travel, the amount that
teavel Is expected to be reduced by sneh actions, aud recommendations as to
any additional measurves that might be taken.

in nddition, ngencles will make quarterly reperts comparing actual overseas
travel costs with the plan previously submitted.

The designitions of “proper certifying officer” in section 10 present certain
ditficulties, It woulld be improper, if not unconstitutionnl, for the President to
determine whethet or not foreign travel could be performed by the President
pro tempore of the Senate, the Speaker of the House or unll of the Justices,
Judges, and officers and employees in the Judicial branch.

Moreover, the administrative burden required for some ageney heads to
certify personally the essentiality of forelgn travel of all employees of their
agencles could seriously interfere with their primary duties.
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ExCERPTS FrROM 1IEARINGS BEFoORE THE COMMITIEE ON FINANCE, UNITED STATES
NENATE, NINETIETIL CONGRESS, SECOND SESSION ON PAX ADJUSTMENT Act
or 1968

Nenator Wirrianms. I appreciate your calling that to my attention. I will make
it 0 personal duty to contact the chatrman of the Ways and Means Comtnittee
as well us our chabrmun, We will try to get the two committees together, and
I will tell those committees that this is 1 method whereby we can put a ceiling
on approprintions, I am going to convey to them your recommendation that
we do so and your willingness to abide by whatever decisjon we come out with,
Maybe we can come out with better than a $8 billion reduction. Who Kknows?
We may even save a lot more money than that, o, I want to convey to them
your encouragement that we do take that action. I certainly will support it.

But in the meantlme, I do not think we can «it fdly by and pass the buck
to tomorrow. We are goihg to have to answer it toduay. The run on the gold
ix today. But I have your position, and 1 appreciate it. 1T would like to ask
on Just two of the sections,

What is wrong with writing into law the Executive order of the President's
putting a celling on the number of Government employees that are on the pay-
roll as of July 19007 Now, President Johnson, when he issued that ISxecutive
order, and this only carries out the provisions thereof, indicated to the whole
world that he could live with that number of employees. We are now told that
to roll it buck would reduce the services by 30 percent,

You are not trying to tell this committee you added 30 percent to the payroll;
are you? You did add that 180,000 to the two uand a quarter million. I do not
understand why you could not support that. Do I understand that you wonld
ubject to that section of the bill?

Mr, Zwick. Yes, sir, Senator Williams,

Senator WiLLraMs, All right. Now, the second question—the next section pro-
poses to put a moratorium on all publie works und new construction projects
until the Vietnam war is over or until the budget is brought under control, with
the exception that the Office of Emergency Planning would have the authority
to certify that X project was essential to the national security or to our economy.

Now, this is comparable to the Executive order which was placed into effect
by P'resident Truman within 6 months of the outbreak of the Korean war. It
was placed in effect immediately at the outbreak of World War 11, but for some
reason the President has not seen fit to implement that during the Vietnam war.
What is wrong with writing that section into law?

Mr, Zwick. Sir, let me first quickly get the numbers on the personnel cefling
eorvectly, As your section treats personnel ceiling, all other agencles would
have to absorb the increases in DOD and Post Office, which will be up 207,000,

So, if you add the 207,000 to the 108,000 that the other agencles would be up,
vou would be talking about roughly a 30-percent reduetion in personnel in other
agencles when at the same time their budgets are up around 35 percent,

Some of this is simply because workloads are rising, For example, small busi-
ness loans will be up 21 percent next year. Afr traffic control, landings and
tukeofts at airports with AA towers, will be up 15 percent, I just do not see
how you can run an orderly Govertiment in which you expect bigger workloads
to be handled by agencies, and bigger budgets, to be operated with 30 percent
fewer people. That is not the way a prudent businessman would run his business
and I do not think this is the way we ought to.

NSenator WinLiaMs, No prudent businessman would be spending when he has
a defielt 36 years, but now when we speak of excess personnel, after all, maybe
woe enn put some of those to work who are around in isolated areas such as I
found recently, where two men for nearly 2 years had not had a single duty
to perform and nobody found it out. There must have heen a lot of idle people
around.

Are you trying to tell me that it would be impossible to conduct this Gov-
ernment with a reduction of 2 to 8 percent in the personnel ?

Mr. Zwick. As that seetion is written, you would have to reduce the personnel
ot the other agenetes roughly 30 percent. ‘ .

Senator Wirriams., As that section is written you would have to reduce the
personnel that is correct, and that is the reason that I said we must have it
mandatory. You know and I know that the so-called 2-percent reduction which
was put In at the end of the last Congress was a farce. The departments could
uet around that 2 percent by postponing the purchase of a typewriter and use
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it For employees, You know it was so interpreted and that it hits not been effec-
tive; that is the reason 1 am speaking,

I we are going to do this let us not kid the Amerviean people. Let us really
reduce, Do you have any alternntive plan that you ean come up with?

Mr. Zwick. Senntor \\'illlmm there was no pl.m last fall to reduce personnel
2 pereent, Ihiere was a formula which was applied in m'dm' to provide an obli-
r:lll(m reduction by ageney. ‘I'his formula was based on 2 percent of payroll and

10 perveent of all other o ohjects for relutively controllable bo(loml programs, That
gave nn ageéney total from which the agency had to veserve that amount of funds.
There was 1o statement ever made-by the administration, and certainly it is not
fn the law, that you would have a '.’-porcent redaction in personnel.

Senator WiLeiams, That is correct, except it is not in the law and the agencies
were very eareful, bit it went through the Congress with a lot of Mcembors of
Congress thinking they had enacted a law which woulil achieve a 2-pércent reduc-
tion. Anyway, 1 apprecinte your position even though 1 disagree with ft.

ReEvENUE AND Expexprrteei CoNTROL Act or 1968

Ntatement by the President Upon Signing the Bill 1nto Luiw, June 28, 1968

Four and a half years ago--just a few months after becoming Prestdent—1I

signed the biggest tax cut in the Nation's history, Then, the economy was drag-
sing. Five and a half percent of the labor force was ot of work. We were under-
achievers—falling almost $30 bitlion short of our productive capaeity.

We had to put our foot on the accelerator then, The income tax reduction and
the later excixe tax cuts brought new vigor and health to America’s economy.,
They helped us to roll up an unparalleled and fiimpressive record : 88 months of
sustained prosperity,

This has meant higher paycehecks (o the worker and higher profits to the
husinessman. The unemployment rate has dropped all the way down {o 3.5 per-
cont, the lowest in 15 years, Never before have so many of our citizens shared
in so much of the Nation’s prosperity.

The same principles of good fiseal management summon us here today for a
tax increase. The special costs of supporting our fighting men in Vietnam and the
costs of lnunching and supporting comprehensive edueation, heulth, city, joh.
and conservation programs in ovr society have added many billions to our
budget. The Nation’s economy is moving too fast because of an unacceptable
budgetary deficit. We must now apply the fiseal brakes,

With the measure I sign today, we will cul $20 billion from the detieit in fiscal
year 1949, This marks the lmqost shift of the budget toward restraint in the past
{wo decades.

Now we can attack decisively—at the roots—the threats to our Pros-
perity: accelerating inflation, soaring interest rates. deteriorating world
trade performance.

Now we can mobiiize the defense of our dollar at home nml abroad and fulfill
our obligations to world monetary stability.

Now we are assured that we can continue (o rely on free markets, unfettered
by damaging government controls,

This temporary surcharge will return to the Treasury about half the tax cuts
I signed into law in 19064 and 1965, For the average t.l\p.n(-r it will mean an
additional penny on the dollar of income in the coming year. It honors the
demaocratie principle that taxes should he based on ability to pay.

IHere ix how the surcharge will affect the American lmnilv :

For a family of 4 with a yearly income of up to £3,000 it will not increase
taxes at all

IFor a $10,000 inceme family, it will amount to slightly over $2 a week, This
}vu\(;sl them nearly $3 a week ahead of the tax rates prevailing when I beeame

resident,

. ]l~l‘m- an aflluent family with $30,000 a year, it will amount to 2 cents on the
dollar

For every American family—rich or poor—the tax bill is the very best
insurance polncv we can buy to protect our prosperity.

A modest and equitable temporary income tax is far better than the eruel and
haphazard tax of rising prices and spiraling interest rates, which would con-
tinue to squeeze millions of Americans—salaried workers, homebuyers, the
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eldorly couple living on & pension, and all the others who are defenseless nguiist
inflation—just as it has unnecessarily squeezed them over the past 2 yenrs,

The tax bl gives us—not a guarantee—but an epportunity for further
veonomie progress, We must fully grasp that opportunity, This will take a con-
certed effort on mauy fronts—

by the Governient in continuing to meet its obligations for sound fiscal
and monetary manugement and improvément in our balance of payments;

by business and labor in exercising the utmost restraint in price nmd wage
decision ; and

by Amerfenn industry in working energetically to strengthen our world
trade position.

I'his bill deals with expenditures as well us taxes, It requires the President
I l'('(l{}}(‘;; Federal expenditures by $6 billlon from the January budget for the
fisea] 19064,

The January budget was lean and tight, It blended fiseal responsibility with
ot very nrgent national purposes—to pursue the work we must do for the cities,
for the farmers, for the poor, and for the common defense, But the Congress—
ws ucondition of its approval for the tax bill—has imposed a deep reduction in
that budget,

1 have accepted this decision of the Congress because the tax bill is so im-
pevative to the economic health of the Nation,

It is my belief that in the course of the normal appropriations process Con-
aress will reduce the budget by considerably less than $0 billion, In that event,
weler the law T sign today, Congress will shift to the President the responsibility
for making reductions in programs which the Congress itself is unwilling to do.

This departure from the traditional appropriations process is most unwise, I
believe the Congroxs also acted unwisely in the requirement that Iederal employ-
ment be rolled baek to the level of 2 years ago, This conflicts with the needx of
a growing Natlon for increased and eflicient publie services.

In earrying out these Congressional mandates, I will do my best to fulfill our
most urgent priorvities and to continue the essentinl operations of Government,
We must not falter in our efforts to root ont injustice and unrest from the land.

With the ennctment of the tax bill, our democracy passed a eritieal test. Raix-
ne faxes ix never a pleasant task, least of all in a national election year. But
wtinally acting Congress has fulfitled an important vesponsibility,

I believe that the deeision should have come sooner and should never have
toon in doubt, This i+ not the last time that we will have to act in applying flexi-
Lle and rational fiseal policies to keep our economy flouvishing, We must study
the lesxons of the past 2 years and ask these questions :

How can we avoid in the future the costly inaection and the threat of fixeal
~talemate we have just experienced?

How can we develop procedures to assure the timely adjustment of fiscal poliey
aud the eloxest cooperation between the exceutive and legislative branches in
thix area”

But ax we review that experience let us also remember that action did come
aud that the proces<es of American Government rose to meet the challenge of
tixeal responsibility,

The Ciramearan. You recognize. of course, as the business manager,
i faet, of this vast and sprawling Government that renders increas-
inely additional services, medical eare, hospitatization to veterans, in
delivering 84 hillion pieces of mail, over which we have no control as
to the numbers we arve required to deliver, the necessity of maintaining
<afety in airfreight which is the principal means of transportation of
people, that there ave certain indispensable services that cannot he
enrtailed or cannot be subjected to a rough rule of thumb of rehirving

E only three out of every four who terminate their employment; do you
d not?

M. Zwick, Yes, sir.

In fact, in the letter I referred to earlier to Senator Williams, I
pointed out 11 such items of workload increase, including loans to
simall businesses—up 21 percent in 1969, manpower programs—a 20

NoOTE,~As emieted, the bill (LR, 15414) is Public Law 90-364,
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percent inerease, the air traflic activities—up 15 to 20 percent, process-
ing of mortgage insurance applieations—up 100,000 applications, s
you are aware, the President recommended and it now appears certain
that Congress is about to enact. the most ambitious housing progran
in the history of the country.

This is a 10-year program to add 26 million new houses over the
10-year period.

The first year increment, the 1969 increment envisions a tvipling of
the tederally assisted housing units during fiseal 1969,

I think it is quite clenr that you can't triple the workload of an
agency and ask it to reduce its personnel at the sume time.

Disposition of patent applications ave up 4 percent a year, The list
goes on and on. . ‘ ,

A large number of activities within the Federal establishment are
related to the population and ecomonic growth of this country, and
year-in and year-out these will grow.

The CratryMaN. The only actual large Department that was given
arte blanche exemption from this was the })c artment of Defense!

My, Zwick. No, sir. s the bill was passed, there are no exceptions
at all. In the Senate amendment there were exceptions. But the act
itself provides no exemptions.

Let me modify that to say that military personnel arve not affected.

The Ciamarax. What about the Bureau of Public Ifealth?

Mr. Zwick. .\ good question, sir.

The CuairMax, They are uniformed.

Mr. Zwick. They ave not eivilian employees. Other than that, all the
exceptions were eliminated in the conference.

The Cuamray. Veterans hospitals are not exempt?

Mr. Zwrck. No, sir.

The Ciratraax. One of the biggest turnovers, as I understand it, i
within the housekeeping, maintenance, cleanliness of the hospital
Luildings and the nursing care and subnursing care that has to go into
these hospitals. '

My, Zwick, Yes, sir.

Let me make one point on Veterans hospitals. You ave, or may be.
aware that during the House debate on t{le so-called Burke amend-

ment to reduce the expenditure ent from $6 to $4 billion, there was an § ]

extended debate of the impact of this bill on the veterans hospital-.
and as a result of that debate, the report by the conference managers
stated as follows:

The Director may reassign vacancies from one Department or ageney to an
other Department or ageney when such 1'easslgnmont_ ig, in the opinion of the
Director, necessary and appropriate for the more efficient operation of Gover

ment,

"That provision of reassignment is in the bill, and it says:

Tor the more efficient operation of Government,
. Now, the managers of the conference interpreted this in the follow-
ing way:

To this end, the conferees believe the more efficient operation of the Govern

ment means the Director of the Bureau of the Budget generally should reassign
vacancles to nny agency which has reached its June 30, 1966, level.

The language, which I read, and on which I sent a letter to Chair- |

man Mills, says that we expect that when an agency hits its June 1964
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lv\'v{, the three out of four vacancy-filling provisions will no longer
al])Y y.

That was out of concern about what woitld happen to the Veterans
hospitals, So the Veterans hospitals do have to go back to their June
1966 level.

The Cratryan. It wouldn't siphon off the employees below that
tieure on the resignations or terminations? ’

v, Zwick, That is right, not immediately, sir.

After a while, though, as more and more agencies hit their June 1966
level, I would find myseff in an impossible position, and so in my letter
back to the chairman, I said:

The intent and objectives of the conferees with respect to agenecles such as the
Votorans Administration after they reach thelr June 80, 1066 level of employees
ave clear. In the exercise of this authority, I will do my best to see that the
provision is operated to the extent possible in accordance with the intent of the
law ag expressed by the conterees,

When a large number of agencies vench their June 30, 1906 level, however, it
way not be feasible to malke all the required reductions in the agencies not
having obtained that level.

v, Zwick. In other words, as more agencies hit the June 30, 1966
level, then you have to put an even greater burden on the remaining
awencies, and you eventually reach a point where this thing becomes
bizaere. T had to come back and say that initially I would operate this
way, but T am going to reach a point where I can no longer operate
that way. At that point T am directed by the law to be concerned with
(e more efficient operation of the Government.

Summarizing it very simply, we wonld expect the veterans hospitals
to go down to fheir June 1966 level and stay there for some period of
time.

I the law continues very long after that, T am going to veach a
point where I will have to reassess my position and we may indeed
have to take them below their June 1966 level.

The Crramaax. This has nothing to do with the overall appropria-
tions, but merely personnel?

Mr. Zwriek. That is correct.

The Ciranray. Would it, in your judgment, be feasible in order to
help to reach the $6 billion ficure to suspend unstarted public works.
where ground has not been broken, to suspend the construction worlk
on post office buildings or Federal buildings or other construction
which ave still on paper, but not affecting the work now going on?

Mr. Zwick. Senator. our general policy over the last two budgets
las heen to minimize the number of new construction starts. The 1969
Imdget, for example, proposed 10 new starts for the Corps of
Fngineers, either to start construction or undertake land acquisition.
1t also proposed a stretchout as far as feasible on the work patterns
on projects underway. We have avoided actually shutting down
projects.

However, we did look at, in putting together the 1969 budget, the
possibility of stopping all projects that are not 50 percent complete.
1f the work is not 50 percent complete, shut it down and stavt it up
at a later date.

When we started looking at the real hardships and inefficiencies this
poliey gives you, half-completed flood control projects, power expected
in the Northwest not being available on the time seale planned for,
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we began to back away from that rule, and we have been operating
a policy of very restricted—only a few—new starts and then streteh-
ing ouf ongoing work ns much as it is feasible. , . ,

The Ciratraax. This stopping a project 50 percent completed meuns
vou would have to readvertise and take new bids, you would have the
expense of the contractor leaving the job unfinished, and also restart-
ing expenses, which would multiply 10 or 20 percent the ultimate cost,
would theynot ?

Mr. Zwick. Yes, sir; at least that much, and then in the case of the
flood control projects, there was a question in a large number of eases,
what condition you would find the project in when you came back
because of erosion and flonding. And, in the Northwest, as I suy, there
are firm commitments for power in 1972 and 1973,

‘The Criamryax. This would apply to veterans hospitals as well. A
half-finished building would be nonproductive, and cost escalates
about 3 percent n year.

Mr, Zwick. Yes, siv

The Criatraax. Unless you deny benefits for 5 or 10 years by your
failure to go forward and complete that.

Mr, Zwick. Yes, sir.

The Cramatay. This would be a poor economy. T am thinking of a
huge projeet in Oklahoma which is to be finished in 1970, and to deny
the necessary funds to do 2 years of work remaining would deny 2
retirn on the entire $1.4 billion investment you had in the project. So
this would be something that no business firm would think of
tolerating.

Mr. Zwick. That is absolutely correet.

The rule of stopping things that ave not 50 percent complete and
so forth sounds fairly easy, and sensible at first, but if you start look-
ing at individual projectz, the vule begins to hecome more questionable.

I don’t want to push this too hard, because if we get pushed hard
enough on this expenditure business, we may someday be foreed to use
that rule, but I submit to you it is going to be an expensive way to run
the Government's business,

The Ciramarax. [ hope before that time comes, we can work ont a
commonsense budget, operating budget, and investment budget.

I am bewildered at the antagonisms of certain newspapers and
others that 1 might mention who are completely in accord and take
the lead with a brass band to flont—we will say—a $110 million bond
issue for publie works in a city as the patriotic duty to take care of an
expanding population and expanding need.

Yet, the same thing which occurs in the Federnl Government is
deficit spending.

Our budget faciltiy, and we discussed this in Appropriations, you
remember, and T hope we can go further into it sometime personally,
makes no differentintion for the average taxpayer, between what wo
invest in on a 30-year yield in pblic works, Many of these are the
same type of public works that ecities patriotieally vote bonds to fi-
nance over a H0-vear period,

But with us, they think it iz personnel and overhead and operating
expenses and make no distinetion on the vast increase of our nssets as
a nation in the usable public works which have been carefully checked
onl and engineered to produce a payont from benefits, legally and
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catefully and aceurately justified to earn their own way during that
so-year period, plus interest,

IFor t}mt reason, T do hope, wearing another hat now as the chair-
man of the subcommittee on the Bureau of the Budget’s approprin-
tions, that we can have—at least for information ot the public—n
hrenkont as to what our investiments are ns a part of the budget identi-
fied in clearly explanatory categories, and thus not be charged with
veekless, wild-eyed spending, beenuse we must prepare the Nation for
the growth rate that we have, the expansion of our industries, the ex-
pangion of our neéds that are so vitul to the existence of a country that
prides itself on world leadership.

I know it is not going to be easy, but T do hope you put some of your
hest men on it, or, if more men are needed, to ask our subecommittee
for additional manpower outside the Williams amendient to effectu-
ate this connmonsense way of distinguishing overhead from investment.

Mr, Zwiek, Senntor, as vou indieated, we have talked about this
hefore, and T understand our two stafls are, in fact, doing some stafl
work on this.

As I indieated last time, T think. the budget document has {o
s;orve many purposes, One purpose is to estimate how much money
the Treasury is going to have to borrow from the public. For that
purpose, you ave not interested in the distinction between investment
and operating expenses,

Another purpose is to estimate the impact of the Federal budget on
the national income aceounts that the economists look at. For the pur-
poses vou deseribed. you certainly are right. The only solution is to
have several arrays of data, and you look ot that arvay of data relevant
to the issue vou ave concerned with.

We are working on that,

The Ciamyan, Maybe we should do like the cities do, just issue
investment bonds for public improvement, identify them as such, and
fleat them on the market as such, and maybe we wonld in this way

- eventually—I don’t mean te go backward and recap that which is

already leld under the present investment system, but identify the
deficit finaneing as a 50 year or 23 year, or whatever it is, and even
issue a separate type of bond to that end to make it erystal clear to the
publie, which in every community, from the smallest to the biggest,
<weg nothing wrong with a school bond issue, nothing wrong with water
works development, anti-pollution, the extension of highways, boule-
vards, and things of that kind, but aghast and feel that fiseal mat-

b ters are not handled with proper care.

I do feel it is quite square in the bookkeeping system.
Mre. Zwiek, T won't disagree with yvou. There have been proposals to

f create banks to do something along this very line,

In fact, a precedent, T believe, is being taken this year in the spin-

| nine off of {he Fannie Mae, the Federal National Mortgage Asso-

ciation, from the Housing and Urban Development Departmnet into
a private organization to provide mortgage financing.

Now, if you want to argue that all these mortgages ave also part of
the budget, we could make the budget much bigger. It is just a matter
of where you cut this budget definition off.

The Citatiman. If we had to isstie bonds to pay for the entire con-

struction of housing and apartments built by Fannie Mae, we would
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be up to hundreds of millions of dollars that, actually, our liabilit)
would come out at about one-half of 1 percent of that amount, based
on the record and experience.

Mvr. Zwick. That is absolutely correct.,

The Cnamyan, Getting back to the Post Office, and this is the
jurisdiction we have at the moment in this cominittee, the Postmaster
General testified yesterday, most forcefully, I think, that to roll back
the mail volume, or the workload, to 1966, as against 1969, that this
amount of inerease since 1966 to 1969 would be equivalent to the entire
mail vohime of the Republic of France, or the extension in service, the
numbers of boxes and vesidences and businesses served, the gain alone
would be equal to all the mailboxes served by our neighbor to the north,
Canadn, ‘

In this pavticular ense, I don’t helieve there is another agency of
Government. where the product of the Government service is so com-
pletely and totally tied to manpower that we would not be able—no
matter what was invented—to get the letters that are increasing at
about 4 billion this next year—up to about 81 billion pieces of mail—
we conld not deliver it.

On the other hand, we are not empire-bnilding in the Post Office.
We have no control over the mail. We ave not doing anything to
stimulate the mail. In fact, we raised nearly a billion dollars for you
on inereased mail rates, which we had hoped would diminish some
the increase in the mail cervice, particularly in the nonprofitable items
eontained in there, which were severely raised, the so-called direct
mail, and even a higher rate on the charitable and nonprofit groups
that enjoy special rates.

You would agree, would you not, that in the Post Office particularly
that this is an item that is just indispensible to omr national life, and
that we are powerless to do anything to reduce the manpower re-
quired to carry the mail that the users of this service generate.

My, Zwick. I read the Postmaster General’s statement of yesterday.
While T have not looked at the details of the suggested changes in the
operations of the Post Office and cannot comment on how he is going
to specifieally rednee his manpower, T certainly concur with the gen-
eral statement of the problem that he has made.

There is no way to provide the service we are now providing in
1969 with this provision. So we either have to curtail service or pro-
vide an exemption.

The Crramaray. But the fact that the post offices may be closed 2
days a week doesn't necessarily take away the ballpoint pens or the
typewriters that the people use to produce this mail. so we are power-
less to control the demands on the agency, and we are powerless fo
hold it in suspended animation, because a blocking of the mail in the
post. office itself can become a problem of such magnitude that we
would have all over the country, in the larger offices particularly, that
we faced in Chicago a couple of vears ago, where a jam up there loused
up the mail service from New York to San Franciseo.

We do have an indispensible need that the mail must move, or we
will be covered up by the other mail and we will not be able to see
davlight, not in the normal tiineg, but we wounld have more manpower
would we not, with congestion in the post ofice with the piling up of
unworked mail.
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Mr, Zwick, There is no doubt about the worklond being basically
independent of any Government policy. We could raise rates, I pre-
sume, to a point where we suppressed people’s desires to write, But
assuming we do not want to engage in that sort of punitive activity,
clearly the mail is going to continue, and either we are going to pro-
vide a much lower quality service, or we are going to give the {’ost
Oflice more people. o

The Cuamax. Kven if we pussed a law forbidding people to write
on Saturdays and Sundays and mail letters, and |)ﬁ(1'\Ocl( the letter
hoxes, on the 5 days it was open, we would probably have the same
volume of mail,

So we are caught in a squeeze between the consumer demand and
the eapability of the Post Office to operate with that which is required
by law, unless this committee acts and the Congress acts to ameliorate
the problem that hangs over us.

Senator Boggs?

Senator Boass. Thank you, Mr. Chairman,

Mvr., Zwick, we have a real problem here. I certainly can say that.

I may not fully understand the situation, but I know when the mat-
tor passed the Senate, it did have one or two exemptions in there, in-
cluding the Postal Field Service, and the ¥BI, T think.

Mr. Zwick. And the CIA and the TVA.

Senator Boaes. Does this apply to the FBT?

Mr. Zwick. The only exemptions for the executive branch under
Public Law 90-864 are appointments of the President with the consent
of the Senate. The FBI, the CIA, the Secret Service, and all civilian
employees ave affected by the provisions of this law.

Senator Boaas. What T never really understood—T read the papers
and inquired some. At the conference, I got the impression that this
was put. in there to provide more flexibility.

'There could be judgment nsed by the Budget Bureau or whoever was
supervising the whole thing as to the priorities and there was discre-
I;on left, rather than a certain exemption here and a certain exemption
there,

Now, am T wrong in that? T thought that was what the administra-
tion was insisting on.

Mr. Zwick. T have been reading the news clippings and the stories
about my position on this.

Let me first say that T had the impression while sitting in the con-
ference that T didn't have any effect on the debate on any issue, for or
against $6 billion or any other issue, so I am somewhat surprised.

I approach this somewhat conservatively, because as a normal prac-
tice the executive does not reveal what happened in a conference. Since
I amn somewhat concerned about this, just me say this:

We started with a Senate-passed bill, which had an employment re-
striction added to it on the floor of the Senate.

Now, since there was no report associated with that employment re-
striction, all we had was the language of tl= bill to go by, and that was
zomewhat unclear.

There were two interpretations that T have heard. Both of these
interpretations made it almost an impossible bill to live with, so it had
to be changed. .

The big distinction between that bill and what we are talking abont.
taday is that while the Post Office and Defense and CIA and TVA
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and a few other small ones were excluded from the employment pro-
visions, the remaining agencies had to absorb the increases of the
exenipt agencies, Thus, the remaining agencies had to supply the va.
cancies required to reduce overall Government employment to the 1966
level,

Senator Boaas, Yes, ‘ ,

My, Zwick. In the fivst place, the bill was clear that to get back to the
1966 employment level, you included in that total the employment in
the Post Oflice and Defense and the other exempt agencies,

You were exempting almost 70 percent of the Government, in ex-
empting Post Oftice and Defense and asking the remaining 30 percent
to absorb the increases of those two agencies, and both have been in-
creasing year after year after year,

This meant, if it was to be accomplished in fiseal year 1969, vou
would be asking these other agencies, which had, after the $6 billion
cutback, about a 25-percent incerease in workload, to absorb a 30-perecent
reduction in personnel.

[ don’t think you ean operate these agencies efliciently that way, I
am sure you couldn’t operate these agencies efliciently with a 30-
percent reduction.

In other words, you are asking 30 percent of the Government,
hasically, to absorb the increases in 70 percent of the Government. It
is very diflicult.

A second part of the bill was unelear, and no matter how you inter-
preted iz you were in trouble, It implied that the vacancies that were
filled in the Post Oftice and Defense would have to be made up by
inereased reductions in the other agencies.

I you interpreted the law that way, it was clear that the Post Office
and Defense Departments were ereating and filling more vacancies
than the other agencies were creating and giving up. Thervefore, that
provision of the law would have required a complete embargo on
employment in other agencies until they got down to the 1966 level for
the Government as a whole, or a 30-percent reduction.

That was an extreme thing.

It said as of July 1, other Government agencies can’t hire anybody,
because they can't even take cave of the inereases in the Post Office
and Defense Departments,

The other interpretation of this part of the bill was that it didn’t
mean that, It just meant that in the aggregate they had to come down
to the 1966 level. However, it was quite clear in the conference that
the intent of the conferees was to get the Government employment us
a whole to come down month by month.

Since Post. Office would have grown at the rate of 30,000 a year
and the Defense Lstablishment was growing (partly through a
civilianization policy which we had been following), total employ-
ment wotld not have been coming down, '

The other agencies would have been reducing employment by two
out of four, and if we carrvied this to its logical extreme, we would go
out of existence and still have total employment up, not down to the
1966 level,

So either one of these interpretations made the Senate version
unworkable, This was immediately recognized in the conference, and
Senator Williams has a fairly extended statement on this point in
vesterday's Congressional Record.
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My position was that the whole provision ought to be dropped.
Since that position did not earry, I said, then if you want to insist that
month after month after month total personnel should come down,
youshould not make any exemptions. '

After that position was taken, then language was developed saying
that the Director of the Bureau of the Budget has flexibility to
alloeate vaenncies. ‘

I think it is important to recognize that there is a limited amount of
flexibility, We are talking ubout 80,000 positions in the Post Oftice
Departiient, I don’t know how many we would be talking about in
the Defense Establisliment.

So far, since July 1. we have 18 agencies asking for relief for an-
other 14,000 positions, so that the magnitude of the problein relative
to the flexibility T have is just out of proportion.

Senator Bosas, Let me interrupt vight there,

What is the time limitw. tion on you to accomplish this?

Me. Zwiek. To accomplish ——

Senator Boaas. To accomplish getting buck to the 1966 level.

Mur, Zwick, The assumption was that it would be done by the at-
trition process. If you make an estimate of what the turnover rate
would be in Government, and if you assume no exemptions, we are
guessing a little over 2 years.

It may take longer, depending on turnover rates. In about 2 yenrs,
vou would slowly attrite the Government down to the June 1966 level.

[ would make one other point. It is a complicated issue, I mentioned
earlier that when the Bm-\(o amendment got on the House floor, the
(uestion of veterans’ hospitals came up. On that oceasion, Congress-
man Mills said that it was elearly not the ‘ntention of the managers
of the conference to take the Veterans' Administration below the
June 1966 level.

Then the conference report did come out and in the statement. of the
managers on page 45, it has this language:

To this end, the conferees believe that the more efficient operation of the
Government means that the Director of the Budget generally should reassign
vacaneles to any agency which has reached its June 30, 1960, level,

Now, when they made that compromise, it is quite clear they wiped
out most of the remaining flexibility T have.

As we get Veterans' Administration down, which we would assume
will happen by the end of this year, and perhaps the Department of
.\_t_rl'icuﬁure soon after that, T will have to start providing vacancies
from other agencies for them to stay at their June 1966 level. This
notion that T have widespread flexibility to reallocate between agen-
eies, T think, is overdrawn, and the conference report in a very strong
way restricts the amount of flexibility T have.

So that is the history. We started out with a provision on the floor
of the Senate which we tried to interpret, and it really didn’t work.
I think everybody agreed that it had to be modified.

T argued strongly that it ought to be eliminated. That was the
hest modification T could think of. That was rejected.

T insisted, “If you sre going to do this, do it agency-by-agency,
and no exempiions.” S , N

Thit was ngreed to. Then they added this language that the Director
of the Bureau of the Budget has the power to reallocate vacancies

within thisoverall limitation.
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This had a limited amount of flexibility inherent in it in the first in-
stance. Then when this interpretation was added in the conference re-
yort that I would exelude agencies as they reached their June 30, 1966,
evel, they wiped out a large part of my remaining flexibility.

So there is a history where I said I would rather have no exeniptions
than the version the Senate passed, and [ repeat that this morning.

What you ave now speaking about is a different bill that would elim-
inate the Post Office totals from the base so the other agencies are not
penalized if vou remove the Post Office.

So it isa quite different situation.

Senator 1&0«:0‘\-. What you are saying is that in your judgment under
this law you don’t have the discretion to exclude the Post Oftice
Depariment?

My, Zwriek. I am saying I must be dictated by the “more ofticient
‘operation of Government™ elause. That ix the prime

Senator Bogas, Overall?

Mr., Zwick. Overall, As 1 interpret that, I do not think I wounld ex-
¢lude any ageney earte blanehe.

I cannot distinguish between the last employee in the Post Office
and the added personnel that the Justice Department needs for the
new cerime control. safe street bill, that you just passed. I have a re-
quest for 2,000 employees in the Justice Department and the FBI to
stadl up for this important legislation,

1 cannot distinguish between the last employee of the Post. Office
and the Social Security Administration, which has had its workload
almost. doubled since 1963, It is quite clear that while we have heard
about. post oflices now, it won’t be too long until we start hearing abowt
medicare claims and other activities of the Social Security Adminis-
tration slowing down,

I suggest there will be an equal hue-and-cry from the public about
decrensed air teaflic control service. I eannot distinguish between the
last person in the Post Office and the FA.\, which has an inerensed
worklond of 15 to 20 percent a year for controllers.

As I see my directive, it is to insure the more eflicient ope ation of
Government within the overall Government-wide employment con-
straint. I doubt that I would ever provide any agency complete velief
under that directive.

Senator Boaes. If it would take about 2 years to get to this ultimate
goal of the 1966 level, as you say, the total impact of it is not going
to he felt by any agency in the next 2 or 3 months?

Mr. Zwick. That is correct, The question of the severity of the im-
pact really depends on the character of the agency.

If it is a labor-intensive agency and it has a fairly high turnover
rate, it. makes the problem become more severe.

The Social Security Administration in HEW is a good example of
a labor-intensive agency processing claims and checks and applica-
tions. The Office of Education, on the other hand, is a grantmaking
agency. There, the expenditure control would be a severe limitation,
heeause they were making grants, But the Social Security Administra-
tion is a labor-intensive operation, as is the Post Office, and here the
employment restrictions start to work very quickly.

So it depends o1 the character of the agency.
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There are other agencies that will be able to go for a significant
period of time before it would hurt.

Senator Bogas. Mr. Chairman, if you don't mind. Like the Post-

master General said, many Members apparvently think that the person-
nel problem is n money matter. )

As you well know, money is not involved in this decision, This is
~trictly a matter of people. We have the money.

Now, since this is not just Post Office Department, although that is
what we are personally concerned with at the moment, because the
total impact of this thing has come down on the Post Oflice service
right now, just as if the job had been done to cut back to 1966, accord-
ing to the reaction we get.

Mr, Zwick., Not as I understand the Postmaster’s testimony of
vesterday.,

Senator Bocas. Yes, but T mean the general public.

Mr. Zwick. The public reaction; yes.

Senator Boaas. But if it isn’t money, and the burden of the per-
~onnel cutback has had its full impact just in a few weeks, and since
this involves all the other agencies, it really is a personnel problem
that has to be looked at under a philosophy, as you have expressed it,
to the total personnel problem of the Government rather than just the
Post Office Department, Mr. Chairman, or the FBI or pick out any
other agencies, the Veterans Administration.

Mvr. Zwick. Yes, sir.

Senator Bogas. And ean we get at it piecemenl?

Tf we make an exemption for the Post Office Department, what have
we solved by it ?

Mr. Zwick. You have provided the public with better mail service,
but you haven’t solved the housing program problems, or covered
the Safe Streets Act. So while you have solved a part of the problem
the majority of the problem still remains.

Senator Boaas. How do you get at that? That is the question in
my mind, Mr. Chairman,

Does the Budget Director have an overall plan, no matter what the
consequences may be, of how to do this during the 2-year perviod for
all agencies, or are we going at this thing with the FAA people today,
the Post Office tomorrow, and the FBI next week, and so on?

I don’t think we can get a clear picture and solve the problem with
which we are confronted this way.

Mr, Zwrick. Senator, let me make two comments. The first was my
opening statement.

We opposed this provision from the beginning as being unwise, We
thought 1t was a mistake, and still do. However, we wanted the tax
bill, and the President signed the tax bill less than a month ago.

At that time, we committed ourselves to live with it, We feel it in-
appropriate to be back in a month trying to undo it, The administra-
tion is in no position to come back within a month and ask the whole
provision be withdrawn,

We put out a Budget Bureau Cireular 68-135, which outlines how
the agencies must live with this provision, and basically, my philos-
uphy is as follows: .

The way you get relief under this provision is to hiave vacancies
assigned to you from other agencies. You write the Director of the
Bureau of the Budget and outline what relief you thiik vou need.
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What T want to do is to see how big a problem T have here, and that
once we can seale this problem—and we will do this, T would hope,
within the next month—then we will give velief to certain funetions,

I doubt if we would ever give relief to an ageney as n whole, Cevtain
relief to certnin functions means that we will have to get @ number
of vacancies from the remaining agencies by adjusting their vacancy-
filling rate. ’

In other words, we will have to say that they do not replace three
ont of four, but six out of 10, five out of 10, and so forth, Eventually
the more exemptions we make, the greater the burden we place on
remaining agencies. What we arve trying to do now is to get a feel for
the sorts of problems we have,

I went into this aware of the safe-streets problem, because this was
a high-priority program, and we unti(-ipnl‘vd adding several thousand
people to the Justice Départment, the FBI, and others, to staff this,

I was aware of the housing and urban development problem with
the new 10-year housing program. I might run throngh the first rve-
quests we have had for re\iof that have just come in. They add up to
something like 14000 positions, but there are all sorts of problens
from the small ones to very serious ones.

The Federal Communications Commission, 33 people, inereased
worklosd.

Commntission on Obscenity and Pornography-—-—

The Cramyax. Do you have an extra copy of that ?

Mr, Zwier, Yes, I will submit it for the record.

Nenator Hanrke, I didn’t know we cut back that far.

Mr, Zwick. Yon go through a number of fairly small ones, and you
get to the Atomic Energy Commizsion, a vequest to provide relief for
the regulatory programs and civilian power reactors, a question of
power safety,

The Department of Commierce needs people beeause we are starting
to recruit people for the 1970 census, Are we going to have a 1970
census, or are we not?

Equal Employment Opportunity Commission. Its June 1966 level
was 180 people. It is now around 360, We had proposed in the budget
that it go up to 1000, FHere is a high-priority program. Are we going
to take them back to their June 1966 level

Small Business Administration—inereased workload. Tax Court
of the United States—in this case, as you may have read in the papers,
they have vacancies for two new judges, and they won't be able to
hive any law elerks at this point 1o go with them.

The Department of Defense has as an annual practice of laying ofl
8,000 full-time teachers for the sunnner in their overseas teaching ex-
tablishment for dependent children. Question: How do they get those
R000 teachers back on the payroll next September?

So—when 8,000 pop up over here and 300 over here and 2,000 over
heve, I felt the only way T could operate with this provision was to
do nothing for the time heing, let these all bubble up, get a feel for the
magnitude of the problem first. It will be a very, very hard nosed
assessment of these requests for relief, T assure you, Most of these
ave not going to be accepted.
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at Fhen I will have to change the rate for the remaining agencies to -
. 7 out of 10, or 6 out of 10, or whatever number will create enough
g vacianeies so I ean reassign them to these ]ngh-pnority p 'o%r‘rams. !
-8t 4 L . « o0 . . v - . v .
“in ; I'hat is n very brief (l?SCl‘IprOll of how we have been wing with :
. g ) ) , !
o this provision since July 1. '
vy . f ' . !
- (Mr. Zwick subsequenily submitted the following information :)
op FIRST AGENCY REQUESTS FOR REASSIGNMENT OF FOSITIONS (REQUESTS RECEIVED AS OF SULY 22, 1968)
}
,].\ Agency Date of Positions requests Remarks H
O : letter
or ) . :
Adémic:isdnauve Conferénce of the July 11,1968 9full-time................ .. Creation of a new agency. i
nited Sfates. H
as federal Communications Commis-  July 18,1968 33 fulltime . . ... .......... lncciealsi‘ng workload and vespon- i
o ) slon, sibilities. 11
nd Cognmisslon ‘t‘)n Obscenity and July 16,1968 15 fuil-time, 1 part-time.... ... Creation of a new agency. ;
ornography.
E  Atomic gnerg; Commission......... July 3,1968 161 full-time.. ........ ...... Regulatory program growing due s
ith to increase in civilian power i
reaclors. H
re- B Oepartment of Justice..... . ..... July 15,1968 2,000 full-time (10C-percent ncreasing thrust at ¢rime N
vacancies in July and 100 thiough Omnibus Crime Con- {
to M positions for Law Enforce- teol Act, i
e B ment Assistance Admin- H
' istration). 3
Department of Commerce. ... .. July 19,1963 Temporary employment needs Need for 1967 Ecanomic Census, :
August, 649; September, 19th Decennial Census, and !
<ol ; 5,391; October, 485; Novem- Maritime Administration: lor i
ber, 753; December, 846. Vietnam support. H
January to June have an :
) excess of temporaries. X s
federal Trade Commission_ . ..... .. July 12,1968 16 full-time (now). . ... ... Commitments to law school }
graduates. Will request addi- i
tional reassignments during H
fiscal year 1969 for expanded H
consumer protection. ¢
Housing and Urban Development.... July 8,1968 1 2,000 3,000 full-time .. .. . Want exemptlion of pmﬁrams i
Ol ted by the 90th Cong |
. Example: Housing and Urban
for : evelopment Act of 1968.)
of soldiers’ Home.. . ... ... .... July 19,1968 Total exemption... ... Want total exemption from
employment restriction—
already exempted from the
- ] . monetary limitations. t
my foderal Power Commiissicn.._ .. July 11,1968 38 full-time... . . . ... They are p(esenllg 38 under .
T their June 30, 1966, employ- :
' ment level and need these
o positions for 3 growing areas
. [ roderal Home Loan Bank Board_ .. July 10,1968 No number identihed. ... ... Substantial increases in
vel ; . . statutory responsibilities.
ot “iational Labor Relations Board. . . July 16,1968 175 full-time... ... . . ... Haveincreasing workload and
= graduate commitments.
me £qual Employment Oppottunity July 5,1968 Full-time  Part-time Relatively new agency with
= Commission. July 4 30 increasing workload and
August 26 45 backlog.
, Sepiember 28 10
urt Public Land Law Review July 1,1968 Wants complete exemption
s B Cotnmission. from sec. 201 of Public Law
1o Small Business Administration.... . June 28,1968 73}9ié:sll~lh}qe over fiscal year Increasing workload. :
ceiling. H
Yax Court of the United Stales.. .  2June 26,1968 9 full-time (now), 8 tull-time Need stalf to support 2 new .
ofl 1 (when two judges are judges appointed. Also to hill :
ointed). outstanding commitments, ;
8- Department of Defense. ... .. CJuly  3,1958 8,000 full-ime (teachers). .. . Teachers not on rolls as of June '
aen B 30, but reported during rest X
DSt of year as full-time perma- i
nents, Therefore, vacancies i
would be eliminated on July 1. H
ver Are also requesting relief for 1
. their civitian/military substi- !
{0 tution progrant. Have not de- |
the . cided ont number. . B
Peace COMPS...ovemneen ceinaan. July 17,1968 370 over June 30, 1966, level Change from contract to direct 3
sed and 3 90-percent replace- hire and change from PHS i
. ment srate for limited ap- ﬁhyslclans to direct hire. ,
ese pointment positions. eed retief from 75-percent N

replacement rate due to lim-
ited appointment positions. -

1To the President.
2 From Mills.
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The Ciramraran. I apologize for interrupting, but what has this

necessarily to do with the $6 billion goal?
senator Bowas, Thatis what I wasafter, : L L
*The Criameaan. The name of the game is economy. The name of
the game is to try to get our fiseal alfaivs in shape by proving our
willingness to add new taxes, «
We do hope to effectuate economies, but how youn do that has to be

perhaps in birth control or new projects and new agencies and things
of that kind rather than trying to take a meat ax instead of & surgeon’s
sealpel, and by pure aceidént, no matter how badly needed, the work-
load is here,

11 the chief engincer of the Department resighed, say, if four of the
top men resigned, it is all right to hire back three stenographers.

You have apples and transmissions mixed up.

Tt has no relationship to sanity and business management.

Mr. Zwick. T don't find it hard to disagree with that characteriza-
tion of the provision, but let me muke two points.

One, there is some flexibility in that T ean reassign vacancies. That
ix mueh more limited than is generally recognized,

Your basie point, though, is absolutely right. The tax law had tour
provisions for reducing total Government activity.

One was a requirement for a $10 million reduction in budget author-
ity, the second was a requirement that we recommend $8 billion of
recissions in the 1970 budget, and the third was a $6 billion expendi-
ture reduction and the fonrth was the employment ceiling.

These provisions are not in balance with one another, and that is
what bothers us.

The normal appropriation process looks at budget authority, ex-
penditures, and employment in a package. The 10-8-6 provisions ave.
in fact, inconsistent, and T think the record is becoming quite clear
on this,

Congressman Mahon proposed the 10-8--4 provision, as you remein-
her. I think the record of the Iouse so far is going to prove that Con-
eressman Mahon did have a sense of balance hetween expenditures
and budget authority, hecanse the Touse has recommended cuts up to
%10 billion in budget anthority and it ix coming close to the &4 billion
cnt in expenditures,

In this care, a $10 billion reduction in budget authority, and a £6
hillion expenditure reduction, are not. consistent with one another.

On top of that, there is an employment ceiling which has no rela-
tionship to the others.

Senator Boaas. That is the point T was trying to gel at, M. Chair-
man, when I recited what the Postmaster General said, that it wasn’t
a money problem.

They have the money. Tt is a_personnel problem. T was trying to
make the point, the same point the Chairman made, That is what we
were trying to get at in that legislation, as T recall, and that is why T
can't quite get it in my mind. )

But your policy is, as you haveStated. at this time, that you don’t
want to do anything aboit it, just let the thing bubble up until you see
what the situation is?

Mr. Zwick. Senator, the only point T make ix that within the next
several weeks we are going to have to make a decision. T am not saying
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lot it go for months. I presume if T haven't heard within a hionth, an
agency can get. th{._! with fewer people, that it is sleeping, ov it doesn’t
have u problem. Afler we know what the problems are, we will sturt
aiving sonie relief, o L

My further problem is that I don't have that mueh flexibility, given
the statement of the managers in the conference report.

Senator Boaes, But things like the Post Oftice Department, und cer-
tinly Tam one who feels that this is a strictly Federal service, Nobody
else can do it.

The Federal Government has the whole field, and it is a public serv-
ice. It is n service that the country can't do without, it has to be good
and eflicient, and it has to serve everybody, and people, if they move in
“I new subdivision, they certainly expect their mail to be delivered
there,

They are taxpayers, and we can’t eut them off' because they have
moved in a new subdivision, ‘

And the FAA and the FBI and the veterans hospitals and there ave
ol horsltlmt are strictly a Federal service that nobody else is doing and
can’t do.

So conld T interpret your statement that after this thing bubbles up
and you get a feel of it, there might be some relief in the next 3 or
I weeks you could give to the Post Office Department ?

Mr. Zwick. Sir, I would anticipate that when I get all the data in
and I look at the problems of the Justice Department for safe streets
and at the housing problems and the Secret Service problems and =o
forth, that we will not be giving the Post Oftice Department any relief,
certuinly in the foreseeable future.

Again, the directive on me is “the more eflicient operation of the
Government.” As I say, T doubt if T can give any agency complete
relief. T doubt. if that will meet the test of more efficient operation of
the Government under these provisions, and T would further doubt
that in the next few months at least—we will look at it again in 3
nmonths—that we are going to give any relief to the Post Office Depart -
ment under the provisions of this law.

Senator Boadss., Could T ask one more question, Mr. Chairman? 1
have taken quite a bit of time, and T appreciate it.

Could I interpret. from your festimony that at this stage you don’t
want to make any particular recommendation at all to the Congress?

Mr, Zwrick. Qur position is that we certainly have no objection to
vour exempting anything as long as you exempt 1t so that the other
ageneies don't have to absorb the impact.

Senator Bocas. That is the point T make. You feel that this com-
mittee by itself just can’t tnke care of the Post Oflice Department or
the TAA.

It has to be looked at as a whole picture if we arve going to do the
job for efficient Government under the guidelines?

Mr. Zwick, Senator, I would not put it that way. You have to walk
hack through the history. We think this provision is bad and shouldn't
he in the law.

We had our day in court, we lost ; the President signed the tax bill,
We said we would live with it. '

We thiuk it is inappropriate to be up here recommending exenip-
tions within 1T month after having signed that tax bill, A
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If the Congress enn distinguish between the Post Office and all
other netivities nind want to exempt ity we certainly have no objection,
I ai_not up here arguing that you should treat the Post Oflice
sepatately.

Senator Bouas, Thank you. : .

The Chamsray. Getting baek to my point on the $6 billion in new
revenue that we raised with the excise tax-—-

Mr, Zwick. Senator, it is closer to $12 billion—1 am sorry, the excise
tax. Did you mean the income tax?

The Cnamsran. The surtax,

Me. Zwiek. It is eloser to $10 to $12 billion,

The Cramraran. This effectuates, does it not, the goal of the man-
agers of our {inancing!

Mr. Zwick, That is correet.

The Ciratas. The amount required to stabilize the position on the
issuance of Government securities. Is that correct

Mvr. Zwick. That is correct.

The (namaax. The personnel reduction was an add-on, an after
thought, as an additional way to economize, so that the $10 to $12 bil-
lion would have been magnified by what amount ¢

Mr. Zwick. I don't have an easy number to give you.

The Cramarax. Just guess. That would be up to the Congress when
we passed it, We guessed there would be more economy.

Mr. Zwick. The argument, again, in the conference was that we
could not pass this bill in the Senate without the employment
limitation.

The Cramarax. But we arve faced with it being in the bill; although
the demands for the money market for greater fiscal responsibility
were satisfied by the surtax.

Mr, Zwiek, That is right.

The Crianyan. So the other being there, it is a question of the in-
dividual agencies, such as the Post Oflice. The point T would like to
inquire on is, of the $7 billion it costs—roughly—to run the Post Office.
all the expenses are covered by the users of the mail, deducting the
special charity rates and the below-cost handling on public service,
excepting about %135 million,

Would we not in any kind of business management, since we earn
the money in the Postal Service that we render, by the payment by
the people of the United States for their stamps, and the allowance
that. Congress provided for service of a public service nature, we
would not. mind cuts on the impact of total Government revenue, but
to penalize us beeause we have a recordbreaking volume of mail that
the consumers wish to put in the boxes, it seems to me to be the reverse
of good business management,

There is no way we can handle more mail with less cost, or beyond
that, even with Jess personnel, because this one man has to pick up
the mail, another man has to throw the mail into his cases, and another
man has to drive a truck or walk the route to distribute it to the ever-
expanding numbers of people who are mail users.

&*’or that reason, I t}\ink all of the agencies, perhaps with Défense

alone exempted, or the law enforcement agencies exempted, this comes
under the special category.
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We have raised our rates to effectuiite this, We didn't wait for the
Congress to vote new taxes, We snid the users ought to pay more,
wid T think this cool $1 billion that eame about the hard way in try-

ing to effectuiite a near balance in the Post Office operations is a

tribute to this committee, that we were conscious ot this, and we get
no credit for that in this cut.

If the rates had vemained the same, we would have hud to have
the growth of the personnel, and also the growth of the mail volume,
because the numbers of letters evidently might have heen even greater
had the rate remained low, ,

Certainly, I would have no objection to taking our proportion of
the eut on the tax money that we nse, which is $135 million, but I will
be darned if T want to be penalized on the €7 billion of revenue—
roughly about $6.8 billion—that the people pay for this mail itself.

Mr, Zwick. Yes, sir,

The Ciamrarax, Senator Hartke?

Senator Hlarrke. Thank you.

In other words, what the chairman is saying is, that in substance
(‘l‘l'o Post Oftice Department is going to pay the bill for the Vietnum

ar.

L opposed the tax bill. T thought it was a fairytale when it was
put in. .\s T understand, you have three basic propositions you have
to live with,

One is the employment level?

My, Zwick. That is correct,

Senator Harrke, What you are saying is that you intend to make
no recommendations concerning the Post Office Department as you
see it at the present time, now or in the foreseeable future, Is that fair ¢

Mr. Zwicek. That is right,

Senator Tawrke. So as far as they are concerned, whatever is
necessary in their judgment to live with, you say, *Well be it. That
i just your bad luek, and whoever is involved has to suffer.™ Is that
fan?

Mr. Zwier. Yes, sir,

Senator Tarrke. No. 2, vou had the budget cut, and so far as vou
are concerned, T understand you intend to make no recommendations
which arve going to in any way alleviate any of the pressure on the
postal serviee: is that true?

Mr. Zwick. Yes: but as the Postmaster General said yesterday, the
cut within the Post Office will probably he of an order that is not a
problem. The rednetion in personnel will more than take eare of the
cut that they will have to live with in terms of expenditure.

Senator Harrke. You are talking about the expenditures. There is
an expenditure cuthack and a budget cutback. I want to take them
separately. T am not arguing with you,

There are three basic factors, the employment level, the budget cut,
andd the expenditure cut,

Mr., Zwick, That is right.

Senator Harrke, AT want to do is really to find out whether you
are going to do anything in any one of the fields. You are not going
to make any recommendations that are going to alleviate any of the

pressure on the Post Office Department.
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Mr, Zwiek, The Post Ofice Department reductions in  budget
authority and expenditures will be related to an overall determitnation
which we will make once Congress has finished its appropriation:
process. ,

As we now foresee these reductions—and we have obviously some
estimates—this will not be a major problem for the Post Office, be-
cause the employment ceiling is so stringent, they will have a much
smaller labor force and, therefore, they will linve a simaller wage bill,
and thevefore

Senator ¥arrie. But the problem should not be left in that type of
vacuum, hecause if they receive some relief in regard to employment,
then the expenditure cut and the budget cut do become effective means
of control; is that true?

Mr. Zwick. That could be true.

Senator Harrke., It is not quite fair to say that the budget limita-
tion and the expenditure limitation are not factors, ‘They are only not
factors as long as the employment limitation is a factor.

Mr. Zwick. That is correct. But if the employment provision were
eliminated, we would anticipate that the burden of the Post Oflice to
contribute to the $6 billion cutback would be such that they would have
to improve efficiency and so forth, but it would not be a major factor,
beeause the people are paying for these services, as Senator Monroney
has already said.

So we do not anticipate that if you did away with the employment
;‘(’i]illlg‘ that tomorrow we would have an expenditure problem on our

ands.

Senator ITarTke. Is there a document within the Federal Govern-
ment af the present time which would be a guideline?

I understand what you say, but T do not understand how that deter-
mination is made and who makes it.

Are you going to make it ?

Mr. Zwick. In the end, obviously the President is going to make it.

Senator Harrke. On your recommendation?

My, Zwick. Yes, sir; based on objective information we have—the
problem is that we find it difficult to make the cuts until we see *vhat
Congress has done.

The law is explicit that Congress acts fivst, Tf it does less than the
requirement, we will have to do something.

Looking at what the House has done. and if the Senate doesn't re-
store much of what the House has cut, the Congress will make the $10
hillion cut in budget authority, so we will have to do nothing. The
House Appropriations Committee has cut so far $11.5 billion in budget
authority. We will have to do nothing on budget authority then.

The expenditure limitation is another matter. My guess would bhe,
and it is purely a guess, that when all is said and done, if Congress cuts
£3 billion they will be doing very well. '

I think others would argue that Congress will cut more. We will
have to find the remaining $2 or $3 billion, whatever it is.

The only- objective information we have on your point, Senator, is
to look at our appeal process so far to the Senate, and you will see
that we have in fact invoked very strict priorities,

Senator Harrke, I am trying to find out who has that list of
priorities,
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Me, Zwies, The President has stated in general térmis that we will

try to profeet the Great Society socinl programs, and if you look at

the objective inforniation of our appeal provess to the Senate, you will
find that we did in fact appeal the manpower programs, we did appeal
the euts in elementavy and secondary edueation, rat control program,
and the QRO ents, but we were very stringent and very tight on other
ents, ‘

So if you look at the pattern of our appeals (o the Senate, it is quite
elear that there is a consistent pattern with the setting of priorvities
1) e

Senator Tharee, What T am fiving to find out, i this: Ts the Post
Oflice in this list of priorities?

My, Zwiek. They would not expeet to have a large cut, primarily
heense most of their services are paid through revenues, <o it does
vet o high priovity in that sense,

Senalor TLarrxe. Ts there sueh a document 2 Can T go <omeplace and
ot one?

Mr. Zwrex, AT ean do is offer you (a) the President’s directive to
the ageney heads on how they should live with this, and (b) Budget
Bureaun Cireular 68-16, which lays ot how we expeet to live with {he
=t billion cut, and what the agencies wonld have to do, and how they
will vesubmit plans,

(Mr. Zwick subgequently =upplied the following information:)

Tne Wirre Hovsg,
Washington, D.C., June 28, 1968,

MEMORANDUNM OB THE HEADS OF DEPARTMENTS AND AGENCIES

[ have today signed Public Law 90-361 T(s provisions will require signiticant
readjustments, and T <hall expect you to achieve these promptly and in @ manner
comsistent with the Nation's interests,

We must reduce spending and lending by at least £6 billion below iy orviginal
estimates for fixeal 1969, It will also be necessary to restriet hiving antil Federal
“ivilinn employment is redaced to the June 1966 tevel.

I regard this situation asx a challenge to management ingenuity, Make every
dollie available to you go a little further : make sure every person in your ageney
iv being used in the mogt effective way possible. This wust noi be a mechanieal,
aevoss-the-hoard exercise, That’s the easy way,

I will expect eaeh of yon to concern yourself personally with management
decisions and will best allocate your diminished resources in money and man-
power, AL decisions should be made in the light of agency-wide priorities,

The necessary procedures on hiving restrietions and budget reductiong are
bring sent to you by the Budget Divector. However, the precige doliare limitations
fur ench ageney must awanit completion by Congress of the 1169 appropriations,
In the interim, 1 shall expect you to proceed with eaution in oblignting funds so
that you can he sure that your ageney will be able to make the necessary adjust-
ment< under the new law in an orderly manner.

T.yxnox B. JonNsox.

WLIETINS IFroM TiE EXECUTIVE OFFICE OF THE DRESIDENT, DUREAC oF THE
Buparr, WasiiNerox, D.C.

(For immediate release, Monday, July 1, 1068)
OD-209, Information Office, 257 Exceutive Office Bldg., 305 4851,
Charles . Zwick, Divector of the Bureau of the Budget, today issued dotailed
wnidelines for department and ageney heads to follow n cntting back expendi-

res mud perzomiiel required by the newly sizned Revenne and Expenditure
Control Act of 1908,
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The Busaan's bestenetions on the $4 hilon expenditure veduction called for
by the new lw dealt with teehnicnl propavations, e hoads of the depurt-
Jmionts and agenetes were divested to restriet contrets aod other connnitinents
s0 that they will be abie to make the aecessary spending veduetions utider the
now kaw, The Budeet Direetor sidd that these aetiens were to begin at onee,

Uniler the new ow, the Congress has the iest opporetunity to reduce the budger
hrotgh (s trntidonal approprintion provess: Should the Congress fail to reduee
the Jamueney budger by the full $6 bitlllon In expendlitures, the law roequirves the
President to make up the difference,

In anticipation that the Congress will reduce the budget by considerably less
thiat S0 willion, the Budget Burean guidelines dirveet each ageney head to prepare
a detatied plan for the fiseal year beginuing July 1. Thiy plan will be reviewed
by the Budget Bureau mid the President and precise dollar limits will be estab-
lished by the President for eneh ageney as soon i Congress finishes iy actions
on the 1969 appropriation hills.

Zwick said that after the precise limits are established, the so-called appor-
tonment sy sten—which has been used for many years to xee agencies do not
overspend their approprintions will be used s the basie control technigue
for obtaining the requirved expenditure cuts,

Zwick <tuted it was also the responsihility of eaech aueney head o incure
that appointments of full-time employees to permanent civilian positions are
limited to 75 percent of the separations due to resignation, retivement, removal,
or death. The law requires that restrictions on hiring remain in effect until
overall Government employwment is ek to the June 1966 level, but permits the
Buget Director to reassign vacancies from one ageney to another to maintain
the efficient operation of the Govermment,

Zwick saidd that if an ageney head appeals to the Budget Bureau for relief
o employmtent restrictions, he will be expected to demonstrate that he has
already done everything possible with intra-ngency <hifts of personnel to main-
tiin fall effectiveness in top priority projects, He stressed that for every extra
employee authorized in one ageney above the restrieted hiring, another ageney
muxt suirer the loss of one position, <o that the averall totals of employment s
the Federal service remain unaffected.

o conform with the new law, Zwick said ageney heads must specifically
identify the savings resnlting from the employment restrictions and this money
must be reported and placed in reserve,

The Budget Divector cantioned against coutracting work out to private firms
to ¢cirenmvent the new employment restrictions,

No, 68-15

LExcoerrive OFFICE OF THE PRESIDENT,
Buaeav or Tue Beoerr,
Washington, D.C.. Junce 28, 1968,
T'o: I'he heads of executive departments and establishments,
Subject @ Limitations on the number of eivilinn employeus,

1. 'urpose; Section 201 of Publie Law 90-364, approved June 28, 1968, pre-
seribes limitations on the number of civilian ofticers and employees in the execn-
tive braneh, These Hmitations become effective July 1, 1968, The Director of the
Burean of the Budget is required to perform certain functions in the execution
of that sccetion. and is authorized to prescribe regulittions to earry ont its pro-
vixions. This Bulletin prescribes such regulations,

The provisions of PL, 90-364 dealing with the limitations on budget anthority
and ontlays for tiseal year 1969 arve covered in Bulletin No. 6G8-19 which will be
issned shortly,

2, Detinitions: Unless otherwise indicated herein, the terms of this Dullefin
relnting to employment and types of positions have the meaning set forth in
Burean of ihe Budget Civenlar No. A4 (Those meanings are the same as in
the Federal 'ersonnel Manual, seetion 292.) The term “ageney” has the meaning
xot forth in Bureau of the Budget Circular No. A-11: it includes both depart-
wients and those establishments which ave independent of the departments,

3. Responsibility of ageney heads: The hiead of each agency will:

i, Tusure (hat the nuniber of apipoinitinents of full-time elhployees to perma-
nent positions within his ageney does not exceed 75 percent of the number of
sepavations (ue to resignation, retirement, temoval, or death, or such other
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timitations as may be established by the Divector of the BBurean of the Budget
i accordinee with Publie Law 90-364, ‘1lils Hmlttion ddes not apply to posi-

Ctions filled by nppointment by the Presideiit with the ndvice mid consent of the

Sente, nor to the filling of vacaneles resulting from employees Lransferrig
o full-ttme permanent positions elsewhere in the Federul service, (References
in this Bulletin (o the T3 pervennt replucetent rule dlxe apply to such maditied
replaceniont rules as mny he pieseribed by the Divector of the Bureau of the
Pudget—see paragraph 6 below,)

I, Insure that the number of appointments of full-time employees in tem-
porary positfons  (exelusive of summoer employinent of disadvantaged youth,
st employees, nnd employees serving without compensation) and of part-
time employees is Himited xo that the mnuber of such employees during any
wonth does not exceed the number of such employees in his ageney during the
corresponding month of calendar year 1907, (‘Fhe numbers of temporary and
mirt-time employeex for cach month of 1967, adjusted for summer employment
oi disadvantaged youth and for reorganizations and transfers ot functions, will
be furnished to each agency by the Bureau of the Budget,)

e, Provide for the reassignment of vaeancies resulting fvom sepaeations for
the speciticd causes between eomponents of hix ageney and among various (ypes
of positions <0 as to achiove the most effective and eficient use of thoese vacancies
which he i< authorized te it

A Make sure that apportiomueni veguests, submitted pur<want to Butenu of
the Budwet Circulary No. A= and the provisions of Bulletin No, 68-14, *Limita-
tions on budget authority and outlays tor tiseal year 19640, provide for reserving
the savings resulting frow the operations of section 201 of Publie Law 90-364,

L Permination of limitations on full-time permanent appointiments: The limita-
tons established in aceordance with this Bulletin and Puablic Law 90-364 on
the appointment of full-time employees to permanent positions will be in effeet
wnti! the number of employees for the corcentire branch us « whole is less than
the number employed on June 30, 1966, At such time, the Divector of the Bureau
of the DBudget will notify the agencies amd issue sueh moditications of these
reculations a< may be required.

S Detormination of vacancies {o be filled : Within the limits permitted by the
faw and this Bulletin, the hend of ench ageney may determine (or provide
methods of determining) the vaeancies to be dilled. In applying the 75 percent
ritte for filling vaeancies in full-time permanent positions, the computation will
fe esrrled to the whole number, with fractions dvopped, The sgeney head should
wovide for the reassignient, ax he defermines to be necessarvy amnd desirable,
of vaeaneies vosulting from the specitied cnnses, He may fill the number of
vtenneies allowable under the 75 percent rule cinelnding new positions estab-
lished to carey on new and inerensed workloadsy without regard to the specitic
positions vaeated, For example, four vacancieos resulting from the resignations of
<tatistieians amd typists in Chicago and Les Angeles could be used to hirve three
airsex for a hospital in New York under the jurisdiction of the sne agency.

. Reassinnmoents of vacaneles by the Bureau of the Buadget: The Direcetor of
the Buresu of Budgel mayv reossign vaeancies between ageneies if, in hix opinion,
el getion s frecessary or gppropriate beeause of the ereation of i new ageney,
seense of o change in funetions, or for the more eflicient. operation of the
Government,

a. The director may authorize a higher replacement rate for vacancies in tull-
time permanent positions for some agencies (for example, those for which the
maximum allowable employment would ofhierwixe be helow their June 30, 1966,
cmployment) and preseribe a lower replacement rate for other agencies (for
example, those above their June 30, 1966, employment) in such manner as {o
adhere to the overall limitation for the executive branch. ('The full-time employ-
ment in permanent positions as of June 30, 1966, adjusted for Presidential ap-
pointees and for reorganizations and traunsfers of functions, will be turnished
to each ageney by the Burenu of the Budget.)

h. Periodically, the Director of the Bareau of the Budget will notify agencies
of reassignments of vacancies (1) in full-thune permanent positions (whether
resulting from the operation of paragraph Ga. or otherwise), and (2) in part-time
and temporary employnient, Agencies receiving such reassigned vacancies are
suthorized {o make appointments thereto for the full number of vacancies <o
reaxsigned, in addition to appointments otherwise allowable.

7. Requirements for reassignment of vacaniecies: Rerquests for reassiguments
nnder parageaph 6. ahove, will be made not more often than quarterly by letter
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from’ the agency head. Such létters will demounstrate the need for reassignments
and set forth the ndditional nunilier of reaxsigniments estimated to be required for
each of the eénsuing three months (full-time permanent positions separately).

Exvept for those agencles which are below thelr June 30, 1906, employment
levels, the following guidelines witl be nsed

n, Adgencies with more than 50 full-time cmployees in permancent positions,—
There must he a cletir demonstration that the additionnl employees are required
to meet needs steh ns those involving the safety of human life, the Immediate
health of individunls, or the protection of property. here must also be a cloar
showing that the ageney head hias taken all steps within his power to meet the
needs, ineluding the reassignment of vacancies within his ageney to the organiza-
tion unit and types of positions in which the requivements oceur,

b. Agencies avith 50 or less full-time employccs in permunent positions—There
must be a clear demonstration that the additional vacancies ave required either
for the reasons stated in paragraph 7a above, or that they are essential to exe-
cuting the basie mission of the ageney. There must also be a clear showing that
the ageney head has taken all the steps within his power to meet the needs.
including the reassignment of vacaneies within his ageney to the types of posi-
tions in which the requirements oceur.

8. Exceptions: Public Law 90-364 excepts the following groups from the em-
ployment ceflings:

. Employees (not exceeding 70,000 during any month) appolinted under the
President’s program to provide sumuner employment for economically or educa:
tionally disadvantaged persons between the ages of 16 and 22 (i.e., 16 through
21), The executive agencies will be advised by the Civil Service Commlssion of
the procedures for controlling employment under this program.

b, Casual employees. (As referred to in Publie Luw 90-3G4, thoese tre con-
sidered as “intermittent employees™ ax defined in Bureau ot the Budget Civ-
cular No, A-064.)

c. Employees serving without compensation.

9, Speeial monthly reports on employment : 8pecial monthly reports on civilian
employment of exceutive agencies are requived tor administration of this law.,
and for preparing the preseribed quarierly reporis to the Congress, These
monthly reports will he prepared in accordance with the instruetions in Af-
tachment A,

10. Reports on savings and reserves: 'T'he law requires that the savings re-
sulting from the operation of these employment limitations be fdentitied and
reserved from use. Such savings will comprise the direet personnel compensa-
tion that would otherwise be paid employees (including overtime, premium pay.
ote.) and the related expenses (including such personnel benefits as the em-
ployer's share of retirement premiums, Government contributions for employoee
lite insurance premiums, and other payments which ave hased on the nmuhber
of employees or the amounts of their sualaries) less any overtime costs made
neeessary by the employment limitations required by I".1.. 90-36G4.

Apportionment and  reapportiontient requests should be initiated by the
ageney, as appropriate, to place in reserve savings resulting from cmployment
limitations, These savings will be part of the reserves for savings established
under Public Law 90-64 in aceordance with the provisions of Bulletin No.
68-16. Total veserves established for any account pursuant to 1. 90-36G4
must he at least as large as the savings under section 201, If at the end of any
quarter, such savings exceed the reserves previously established, @ reapportion-
ment form must be submitted to increase the amount veserved. Cumulative net
savings resulting from section 201 should be identified in a footnote on Standard
Forms 133 and 143,

In addition, and in order that the reporis preseribed by section 201 of I'ublic
Law 90-36G4 can be mude to Congress, each executive ageney will prepare and
submit to the Bureau of the Budget speelal reports on savings resulting from
emiployment limitations. These veports will be prepared in accordance with the
instructions in Attachment B,

11, Previous employment ceilings: In view of the provisions of seetion 201 or
Public Law #0-364+ and this Bulletin, the employment ceilings established by
the Bureau of the Budget for the énd of the fiseal your 1969 are hereby vescinded.

in-

<o
ne

on
Ne:
up
suy

s
Ner
‘N[(
I
L S
(]
1
ber
“t
MY}
ren:
{.
o
2
(HY]
O
poer
L
i
phite
of t
pre:
oy
ey
~tul
A
ring
min
f
,I
The
~hot




nts
for
V.
went

red
1ate
ay
the
‘-

iere
her
aXe-
‘hat
s,
osi-

2m-

the
Ceas
ugh
of

0N~
-

69

’l‘l’}e c;nmlo,\'ment ceilings estublislied for the end of the fiscal year 1968 remain
in ¢ffect, . : ) '

12, Speclal precautions: Contracting with tirms and institutions for personal
sorvices will 2ot be used to civcumvent the eniploynient restrictions finposed by
seetion 201 of Public Law 90-364 und this Bulletin,

In carrying out the provislons of section 201 of Publie Law 00-364, the re-
cuployment rights of any person under section 9 of the Military Selective
Nervice Act of 1967 or any other provision of law confetring reemployment vights
upon persons who have performed active duty in the Armed Forces will not be
superseded or modified.

Coantes ., Awiek, Director,
(Attachment \)

INSTRUCTIONS FOR PREPARING SPECLAL BEPORE ON EMPLOYMENT

Fach excentive agency will prepare a veport wmonthly n the form illugtrated
i Exhibit A, It will he prepaved concurvrently and in conjunction with the
Sandarvd Form 1130\ report farnished to the Civil Service Commission, Employ-
ment data in these two reports must agree. ‘I'wo coples of the Special Report on
Employment will be sent to the Bureau of the Budget and one copy to the Civil
Noprvice Connndsston at the same time as the regulae Standard Form 113\ report
ix due to be sent to the Conunission ci.e., the 15th of the following monthy,

Neetion A —Full-tine emplogment in permanent pusitions (eaeluding Presidential
appointees)

This section (lines 1-6) covers rull-time cmployment in permanent positions
as defined in Bureau of the Budget Cireular No, A-G1 and for line § of the Civil
Service Commission Standard Forme 113\ veport, excluding Presidential ap-
Jmintees pequiring confirmaltion by the Senale,

IFor the initial report for July 1968, entries ave required only in column (h)
ai this section, 'Fheveatter, entries will be made, as indieated, in both columns
v and (h),

Line 1—- Enter in coluii (b)) the actuat employment at the start of the control
veviod, ‘Fhe June 30, 1968, employment reported to the Civil Service Commission
on line 9 of Standard Form 113\, excluding Presidentinl appointments requiring
coptirmation by the Senate, will be used for this entey, This base figure will
renntin the sune on all subsequent reports.

Line 2—-Enter in cohmnn ca) the actual employment ax of the end of the
month immediately preceding the month for which the report ix prepared.

Line 3. ~Muke entries for Hues Sa, 3b, and 3¢, (explained helow) in columns
v and (b)) 1 these will cover separations due to retirement, vesignation, removal
s death, These will be minus entries and will exclude transfers to full-time
pertnanent positions in other Federal agencies,

Line 3a.—Enter the separations occurring during the period when the ageney
~=ubject to the 759 replacement limitation,

Lin¢ sb.—Enter the separations occurring during the period in which a ve-
placement rate lower or higher than the 5% rate ix preseribed by the Bureau
of the Budget under the provisions of paragraph Ga of thix Bulletin, Enter the
preseribed rate in the stub,

Line 3e—~Enter tiie separations for the period subsequent to that applicable
for line 3b during which a further moditication of the replacement rate has heen
y-x'vi»:(-rlhed by the Bureau of the Budget. Eunter the revised preseribed rate in the
~tub,

Line 4—Enter in columns (a) and (b) separations due to employees transfer-
ring to full-time permanent positions in other Federal agencies. These will be
minus entries. Such separated employees may be replaced on a 1 for 1" basix,

Line 5.—Enter in columns (a) and (b) accessions to the agency.

Line 6.—Fnter in each column the sum of the entries for lines 1 through 5.
‘The sum for each column should be the same, This end-of-month employment
~should not exeeed the maximum allowable employment reported on line 9.
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Leetton B—Marvimum- alleable employment in fall-ttme permanent posttions
(excluding Presidential appointees)

Bililes are vequirved only hicolttmn (b). S - -

Line Ta~Mnke entry pertaining to the replacement of separations oceurring
during the pertod the 75¢% replacement rale ix in oftect, The entry will be de-
ternined by deducting from the July 1 employment reported on line 1, 25% of
the separations duiring the period repoited ont 1ine 3, column b,

Line Th—Enter in the stub the percentage of the separations reported on
line 3b which are not veplaceable (10097 minus the replacement rate reported
In the stub of line 3b). FPor example, if the replucement rate is chunged to 704
for some agencles under the provisions of paragraph Ga of this Bulletin, the
entry on this Hne would be 30% (1000,-70%). For ngencies below thelr June 30,
1066, employment levelg, and which ave authorized to make full replacements
(Le.. on a “1 for 17 basis), the entry would be 0% (100%-100%). Iinter in col-
umn b the product of the percent in the stub of line b tiines the number of sepu-
rations reported on line 3b, column b, This amount will be a minus (—) entry.

Line fe—Eater in the stub the percentage of the separations reported on
line 3¢ which are »ot replaceable (100% minus the replacement rate reported
in the stub of line 3¢). Enter in column b the product of the percent in the stub
of line Te times the number of separations reported on line 3e, column b, This
amount will be a minus (=) entry.

Line 8—1nter the net number (4 or —) of vaeancies in full-time permanent
positions reassigned to or from the reporting ageney by the Bureau of the
Budget.

Line 9.—Iator the maximum allowable full-time eplovment in permanent posi-
tions for the ageney, the st of lines 7a, 7h, Teand 8.

Section C==Temporary and part-tine emplopment ( cactuding disadrantaged
summer yonth)

This section identifies the unmbers of temporary and part-tiine employees suh-
joct to the lmitations of Public Law 90- Entries are required only in eol-
umm (a) for tine 10 and in column th) for lines 11,12, and 13,

Line 10.—Tuter the temporary and part-time employment as of the end of the
month, excluding the disadvantaged summer youth reported on line 15 below,

Line 11—Tnter the temporiary and part-time employment as of the end of the
covresponding month of ealendar year 7967, oxchuling disadvantaged sunmer
vouth and ax adjusted for reorganizations and transfers of functions, The num-
hers reported should be the same as those farnished (o ench ageney by the Dnrean
of the Budget.

Line 12—Tuter (he net number (<= or —) of vacancies in temporary or part-
;imu positions reassigned to or from the reporting ageney by the Bureau of the

dudwet.

Line 13—Tnter the maximum allowable temporary and part-time employment
for the ageney. the sum of lines 11 and 12,

~eetion D—Other employment

Ihix cection will present other employment veported in line 1 of the Standard
Form THLA. Fatries are vequired only in eolumn (a).

Line 1j—Enter the number of rull-finie employees in permapent positions
serving at the end of the month who were appointed iy the Prexident with the
confirmition of the Senate,

Line 15.—Enter the number of youths serving as of the end of the month whe
were appointed undev the President’s program to provide sumtuer cmployment for
economically or educationally disadvantaged persons aged 16 through 21, Thix
number will be the same s the *“Total” entry in column (d) of Part 1V of ONC
Form 113D,

Line 16.—~Enter the namber of intermittent employees for the month as re-
ported on line 11 of Standard Form 113A, (“Casual employment,” referred to in
Public Law 90-364, i¢ considered as “infermittent employment” ax defined in
Circular No. A-G4).

Neetion E—Total cmplopment

- Line 17 —Enter the sum of lines 6410414415416, Thix <hould be the same
as the total employment at the end of the month reported fo the Civil Nervice
Comtission on line 1 of Standaed Form 113A,
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SPECIAL REPORT ON EMPLOYMENT—DEPARTMENT OF GOVERNMENT

Cumulative
August 1968 since
June 30, 1968

(2) (b)
A, Fulltime emplayment In permanent positions (excluding Presidential appointees):
1. Employment, July 1 1968 . ) 10,000
2. Employment, end of previus month .. .10 1Tl e 9,975 .. . ...,
3. Separations due to retirement, resignalion, ramoval, or death:
a. Petiod with 75 percent vacancy-filling rate (~)..... ... ......... . -85 -163

b. Period with -- pertent vacancy-filling rate (). ..
¢. Pericd with — percent vacancy-flling rate (—)
4. Employees transterring to other agencies (—)
5. Accessions during period (-+)........... .

6. Employment,endofmonth . ... ... ... ... ... ... ..... .'

B Maximum alloviable full-time employment In permanent positions (excluding Presi-
dential appointees): ) .
7. Based u{pon percent replacement fimitalions:
a. Employment, July 1, 1968, minus (25 percent times live 3a)
b. - parcent not replaceable times fine 3b ().
¢. ~ percent not replaceable times tine 3c(—). ............ ... ..
8. Reassignments by Bureau of the Budget (+) o1 (—)

9. Maximum allowable employment

U Temporaty and part-time employment (excluding disadvantaged summer youth):
10. Employment, endof month. .. ... .. . .. . ... ... ..
11. Employment same month, calendar 1967 _......... ... .. ...
12. Reassignments by Bureau uf the Budget (+) or (—)

13. Maximum allowahle employment. . ... ... ... ...
) Other employment: .

14. Presidential appointees (full-time permanent)

15. Disadvantaged surmer youth

16. Intermittent. ... .. . . .. . ... ...

.. Totat employment: 17. End of month (same as on SF 113A)

1 Not applicable at this time,

(Attachment B)

EINSTRUCTIONS FOR PREPARING REPORT ON SAVINGS BESULTING FROM LIMITATIONS ON
EMPLOYMENT

Fach executive ageney will prepare a report quarterly in the form illustrated in
Exhibit B. IFour copies will be submitied {o the Bureau of the Budget at the same
time as the corresponding Special Report on BBmployment (Exhibit A) for the
last month of each quarter. The entries for this report will be cumulative for
the fixeal yeur covered.

Lines 1 through 8 deal only with data for employment of the reporting agency
tihe. these lines exclude data for employment in other agencies which may be
runded by allocations from the reporting ageney).

Npeeifie instructions for the line entries follow ;

Line [—Enter the estimated man-years funded by regular appropriation acts
cnacted for 1969 or by pending appropriations which have not been enacted at
the time the report is prepared (using the ageney's best estimaie to the final
approprintion). Also include estimated man-years funded by allocations from
ather agencies, and revenues and reimbursements to be received and available
during the year, Excinde the man-year value of overtime, )

Line 2—~Show the mat-years likely to oceur on the basis of experience with
vmployment to date. Do not project further reductions in man-years likely to
occur as a result of additional vacancies arising in the rest of the year, Exciude
the man-year value of overtime.

Line 3.—Luter line 1 minus line 2.

Line J—Enter the average savings per man-year for the man-years reported
on line 3. This will be ealeulated on the basis of pay seales (dtid the related
expenses) on which the appropriation acts were based. The calculations should
conform to the instevetions in pairagraph 10 of the Bulletin,

Line s.—Enter line 8 times line 4,

[l 2L I ot

-

R S ]

BEE D ®

e T

A T W et T

o re



72
Line 6.—Fnler esthmutes of the exfra ovoertime costs matde necessary heeause : 2
the number of. criptoyees s lexe thutn would have been the case without the e R
ployment Hmitatlons, The fizave used should lie subject (o substantiation, Do-noi 2 S
project extra overtime lkely 1o oceur as a vesult of additional vaeancies avising b .
in the rest of the year, §  less
Line 7. --Fater e 5 minus Hue 6, 4.
Line 8~=Enfer the estimated net savings cineluded in Hne 7)) whiceh ix in g onl
employment finaneed through allocatlons from other dgencies, "This will he o the
minus (—) entey, This net dollar savings witl be reported to the allovating B
ageney in order that such savings may be included in Hne 9 of the correspomting Eaut
report of that ageney, g g
Line 9---Futer the uet savings In alloeations fo otlier azencios expected (o o ass
vesult from employment veduetions in other agencies ax a conserquence of the -
- employment limitntions of 1.1, 90364, The entry will he the total of the net b
- savings reported to the “pavent” (funding) ageney by agencies receiving alloea- : [
tions (see e 8 instructions), ¢ and
Line 11---Enter only the 1eserves officiatly established in the apportiontment ; C
provess pursuant to DBareaun of the DBudget Cirendar Noo A 34 op under the E am
provisions of Bulletin No, 68-16, dealing with the limitations on budget anthority NS
and outlays for fiscal year 1960, E 4,
Line 12 —Enter savings for which reapportionmnents to establish additional e pla
reserves are in provess, nin
rog
REPORT ON NAVINGS RESULPING FROM LIMITATIONS ON EMPLOYMENT, DUEPARTAMEN ¢ for
of GOVERN MENT, Ax o Sepr, 19068 : ine
{ Dolars in thousands| i T
1. Muti-years funded by available Yunds. ..o . - . ..o o0 10,800 ::;:,
2, Man-years as now estimated. oo oL L. L ... 10, 305 1
e
A0 Savings in man-years (Hne 1 minns line 2y 0 0 o0 0 Lo L S00 "l:;:,
£, Average savinge per man-year onof inthousandsy o000 0 L 0 NN 0TS ;':‘
5. Listimated savings in annual costs for employment of the ageney the
| (line S times line d) oo : Lois B }
6. Orsetting overtime added costs o 710 (
S iee
7. Estimated net savings in annnal costs for employment of the ageney (
line 3 minus Hne 6) oo o a6 of t
S, Estimated net savings tincluded in live 7)) on employment thanced by
allocations received (— ) oo o e . T the
O, Additional savings from employment veductions by other agencies on '_'10
e alloentions to them o e e 185 i
e na
10, Total estimated net savings in costs to ageney funds for fiseal year pri:
(total of lines T, 8. and O) _____ . ___________ , Bu
c
11, Savings which ave in resevve.o oo . the
12, Additional rserves {o he est:ablished pri
«
e
AXECUTIVE OFFICE OF TUHE PRESIDENT, ¢
BUgEAUC oF tnE BUncEr, §  the
Washington, D.C., June 28, 1968, r
No. (8-16 § Wi
the
To: The heads of executive depariments and establishments, e
Subject ; Limitations on budget anthority and outlays for fiseal year 1969, f  he
1. Purpose: This Bulletin provides for the preparation and submission of B ‘[0
ageney plans for reducing budget authority and outlays for fizenl year 1009 1o !‘h‘
t

comply with the limitations imposed by Public Law 90-3064 of June 2R, 1948,

The provisions of Public Law 90-3G4 which deal specifieally with ihe limiia-
tion on the number of civilian officers and employees and the reselssion of
£8,000.000,000 of unobligated balances are not covered in (his Bulleiin, Sep-
arate instructions will be provided on thoxe provisions of {he law.
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2, Limitations: Public Law 90-364 requires that the President— ‘

a, Limit budget authority for fiscal year 1069 to $191,723,000,000, which is
£10,000,000,000 less than the amount proposed in the 1069 budget.

b, Limit outlays for fiseal year 1969 to $180,062,000,000, which is $6,000,000,000
less than the amount proposed in the 1989 budget. . .

3, Exceptions: The dollar limitations cited In paragraph 2 may be exceeded
only insofar as budget authority and outlays for the fisenl year 1960 exceed
the amounts estimated in the 1069 budge! ‘sv any of the following:

a. Special support of Vietnam operations. (Activities covered by the budget
anthority estimate of $25,405 million that can bLe derived from the tables on
pages 81 and 92 of the 1969 Budget and the outlays estimate of $26,264 million
as shown in the table on page 83 of the 1969 Budget.)

b. Interest. (Payments under this heading as shown in table 3 on page 33 and
table 13 on page 183 of the 1969 Budget.)

o, Veterans benefits and services. (Activities covered by the table on page 161
and table 13 on pages 182-183 and 188 of the 1969 Budget.)

d. Payments from trust funds established by the Social Security Act, as
amended. (Activities covered by the iirst four line entries in table C-4 on page
N8 of the 1969 Budget.)

4. Planning figures: Planning figures, which will extablish targets for agency
plans, will be provided to all agencies by the Bureau of the Budget. These plan-
ning figures will cover amendments and supplemental appropriations as well as
regular appropriations, For consistency with the 1969 budget estimates, amounts
for the civilinn and military pay inereases effective in July 1968 will not be
included in the planning figures for each agency, but will be added later.

5. Action by agency : The head of each ageney will :

a, Prepare a plan for budget reductions, by appropriation and fund account,
for 1969 budget authority, outlays and obligations to conform to the 1969 plan-
ning figures provided by the Bureau of the Budget. This plan will also identify
the increased costs for civilian and military pay increases under Executive Or-
ders 11418 and 11414, effective in July 1968, for which a speeial allowance for the
Government as a whole was included in the budget. The plan will be designed
i such 4 way that, insofar as possible, reductions in budget auihority and out-
lays will flow from reductions in obligations, which will be controlled through
the apportionment process.

b. Submit to the Bureau of the Budget :

(1) The “Plan for 1969 Budget Reductions” (sce Exhibit A) prepaved in
aecordance with instructions in Attachment A.

(2) A narrative statement summarizing the implications for specific programs
of the action proposed to be taken under the ageney plan,

Four copies of the required information will be submitted to the Bureau of
the Budget not later than 10 days after the planning figures are furnished by
the Bureau of the Budget. If it becomes necessary to prepare the plan before
tfinnl Congressional action on the ageney’s appropriation act, the agency's hest esti-
mite of the finnl appropriation will be used. After final passage of the appro-
priation aect, the ageney will submit revised information to the Bureau of the
Budget.

c. Anticipate the need to absorb a sharve of the overall reductions required by
the limitations in paragraph 2 above, and restrict obligations and outlays appro-
priately, until the agency plan is approved.

d. Request apportionments or reapportionments as necessary to conform to the
agencey plan as approved in accordance with paragraph ¢ below.

e. Supplement the present administrative control regulations (which govern
the apportionment process) with additional control instructions, as necessary, to
prevent the agency from exceeding the 1969 limitations on outlays.

6. Limitations on budget authority and outlays: The Bureau of the Budget
will review the agency’s plan for conformity with the goals and priorities of
1he President and provide him with recommendations for action. The President’s
decisions with respect to 1969 limitations on budget authority and outlays will
he transmitted to the agency head by the Bureaun of the Budget. The agency
head will be responsible for insuring that the limitations established by the
I'resident are not exceeded. Where necessary, a revised agency plan reflecting

“the final 1969 limitations will be submitted to the Bureau of the Budget,
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7. Apportionment and reapportionments: Apportionment and reapportionment
requesty will be submitted In accordance with the tnstructions in Clreular No.

A-84. Apportionment and reapportionment forms will also be required, when
speciically requested by the Burcau of the Budget, for selected trust funds and

othoer funds which are now exempt from apportionment under Clreular No, A-34, [

'he sum of the reserves tor all accounts having 1969 budget authority will
eqnil or exceed the amowmit shown on line 13, minus line I, in the column foy
budget authorlty on the approved agency plan (IXxhibit A). Reserves established
to atceomplish the reductions required by Publie Law 90-304 wiil be identitieqd,
either in the bhody of the form or in a footnote.

In preparing apportionment and reapportionment requests, the costy of eivilian
and militey pay Inereases effective in July 1988 must be absorbed insofur ax
poxsible, thus reducing the amount of the supplementals required. llowever,
veserves for cach account must be at least equal to the savings resulting from
the provisions of ublie Law 00-36G4 relating to the Hmitation on the number of
cmployees, In a single account, therefore, the apportionment form may reflect
hoth o reserve for savings vesultlng from the peronnel lMinitation and an antie-
ipated supplemental to meet increased pay costs,

8. Budget presentation: In the schedules in the Appendix to the 1970 budget,
the budget authority entry will be net of reserves which, under the ters of the
inw, are to he automatically rescinded as of June 30, 149, These amounts will
be identitied in the review of the 1970 budget,

Instructions for preparing 1970 budget schedules to rvefleet this reserve action
will he issued nt o lnter date.

10. Npecinl guidelines: Agencies should be sware of the following when plan-
ning for the execution of the imposed limitations:

i, subxequent fnereases in 1969 budget authority over the amounts in the
Indget for fndetinite anthorizations will require the ngency head to make an
equivalent offsetting reduction elsewhere to remain within the lmitation.

b, Legisintion not retlected in the budget which provides “backdoor” finuncing
will require the ageney to make equivalent offsetting reductions to ineet the
bndeet authority limitation, Also, any additional outlays generated thereby in
1169 will force an equivalent offsetting reduction in outlays,

¢ Program additions or expansion (including those which, under existing
law, are not subject to direct administeative control) and new legislation lead-
ing to greater 1969 budget authority or outlays than reflected in the 1969 budget
will require the ageney to make equivalent oftsetting reductions alsewhere,

. \ny incereases over the budget estimates due to lack of Congressional ap-
provil of proposed legislation which would have reduced budget authority or
outlays will also require the agency to make equivalent offsetting reductions,

o, Reductions in ontlays of special foreign currency program appropriations
will not decrcaxe total Government outlays, and will not count in reductions
to meet ageney Hmitations,

CHARLES J, ZWICK,
Dircctor.
(Attnchment A)

INSTRUCTIONS FOR PEEPARING PLAN FOR 1969 BULGET REDUCTIONS PURSEANT TO
PUBLIC LAW 40-36 1
Nwmmury section

Line Al —Enter the total amounts shown for the agencey in the 1949 budget
for hudget authority and outlays in table 314, which starts on page 196 of the
Budget. In the column for obligntions, show total amounts on the same basis
ax in the budget schedules (Line 71, Total obligations (affecting expenditures)).
Include in all three columns those items which were proposed in the budget for
transmittal nt a luter dite,

Line A2 —Paragraph 3 of the Bulletin specifies activities which may cause
the limitations to be exceeded. Enter as negative items, in all three columns,
gross amounts inclnded in the budget for these activities (i, exeluding the
effect of any receipts dedueted which might be related to these activities).

Line A3.—Show, as plus items, the amounts of receipts offsetting budget
anthority, outlays and obligations as estimated in the 1969 budget document
tadjustments for futerfund and intragovernmental transactions and applicable
receipts from the public, and loan repayments deposited in goneral fund).

Line L} —-Suam of the three above lines,
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Line Be—Enter 1960 plaunning Agures for budget authority atd outlays us
pravided by the Bureau of (he Budget, In the obligatlons cohumn enter the
aweney's planned reduced lovel of obligations to meet the 1969 Hidtations,

Line C—Line AD minus line B,

Liite D—Entor the not inereasex over the budget pussed by Congress, as o
plus, and net decreases as a minus,

Line k—ILine C minus line D,

Line P—Enter the estimated 1969 effect of the civilian and milltary pay in-
creases (Ineluding related costs for Government retivement contributions, em-
ployer FLCA taxes, and other payments based on employees' suluries) which
et in July 1968, In the column for budgetary authority <how only the por-
tion of the coxt requiring additional 1969 budget authorvity, (Exclude divect
vosts o be financed by relmbursements or balanees but inelude any payments
1o other agencles for which appropriations would be vequired.) The column for
sutlays and obligations wiil include increases financed from balances (as well
ax those financed from budget authority ). but will be net of those financed by
inerensed reimbursements, Exelude any anticipated wage bonrd inereases, Wage
bosrd inereases will be absorbed Ly the agencies within the 1909 limitations,

Vunlysis by aceount

1. List all aceounts for which amounts are reported on lines ¢, D, or ¥, For
each account, show separate lines for budget authority (BA), outlays, and obli-
cations (Obly.

2. 1Por ench account listed. amounts will be entered as follows

Cohoni [—Inter amounts shown in the 1969 budget, including amounts
proposed for separate transmittal,

Column 2.—Enter the amount of budget authority enacted by Congress, and
comparible amounts for outlays and obligations, Indefinite authorizations
(whether current or permanent) will be reported in the same amounts as esti-
mated in the budget.

Column 3.—Enter the current estimate of budget authority after deducting
reserves proposed under P.L. 90-364, but excluding any changes which are offset
by changes in estimates of receipts to be deducted from ngeney totals. (Where
an appropriation is equal to receipts which are deducted from the totals, the
«ame amount will appear in columns 1, 2 and 3 for budget authority.)

FFor outluys and obligations, enter the latest estimates, taking account of any
other reserves in addition to those proposed under P.I., 90-364.

Column j.—Inter the result of subtracting column 3 from column 2, In cases
where column 3 is a higher figure, the amount in column 4 witl be negative, and
must be offset by positive savings in other accounts,

Column. 5—Enter the amount included on line I' of the Summary for the
account involved,

PLAN FOR 1969 BUDGET REDUCTIONS PURSUANT TO PUBLIC LAW 90 -364—DEPARTMENT OF GOVERNMENT
SUMMARY
{tn thousands of doltars)

1959

Budget Outlays Obligations
authotrity

A Budglel authority, outlays and_oblisalions: . .
_ Totals recommended in 1969 hudget (including items pro-

posed for separate transmittal) .~ . ... 8,798,600 8,555,016 8,868,750

2. Exception activities under Public Law 90 3€4 ..

3. Ofisetting receipts reflected in the 1969 budget

B Plonains baokes provided by e Biréau of ife Budgt and agency - 1020088 9997101 8568750

P 1T P U O ~9,250,685 —9,037,101 —1,870,750
C Gross reductions required. . ..... . ... .. ... . 990, 000 9?0.?)60 998,000
D tmipact on reductions required due to congressional action .- —15, 000 —-12,600 —~13,000
L. Netreductions © Jir@d. .. ..o.ooiiil cil il ] 975:9Q0 947.‘400 _985,090

f Adjustmens for 1969 civilian and military pay increases. .. ......... CT 199,200 —200,000  ~206,000

I I " B

© o

-

e
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ANALYSIS BY ACCOUNT
{in thousands of dollars)

Current  Possible
1969 budget  Enacted tevision  reductions ¢ Pay costs

W) @ ) O) %)
Ofﬁcg (}I !ihe Se((:iretmy:
enses.
alaig, o1 Sxnenses 10 2950 2,90 50 -1
Outla 3,206 3,075 3,040 35 -14
Obl.versoen 3,10 2,950 2,90 50 ~15
Bureéu of' Pu?}lc }‘Iorks:
O e 58,455 45,000
OUIIAYS. « oo eeenne e eeaaeacnes 52,971 51,750
............................... 54,986 9,900
10,300 10,000

0Obl..
Bureau of Business Management:
Commercial revolving furg:

6,300 5,000 5000 ...l
-2,723 -3,700 -4,500 800 -50
—11,845  —13,145 13,146 ...
1,216,838 1,216,838 1,216,838 ... ... ............
1,219,050 1.218.050 1,221,000 -1,950 - 105
,220,100 1,220,100 1,222,600 —1,500 ]

1 Col. 2 minus col. 3.

Mr. Zwick. There is no simple document {hat says, “We submitted a
budget of $186.1 billion; we now have to live with §180.1 billion. This
is how we get from the higher figure to the lower one.” No, sir. this
is no such document.

But we have stated in general terms that we intend to not do it in an
across-the-board, ax

Senator Harrke. That is exactly what T am trying to get at,

Mr., Zwick. We will set the priorities, and have already done so in
the appeal process in one way.

Senator HARTKE. You are doing this on a piecemeal basis, Where
do 1 find out where you are going to end in t'w appeal process? If 1
want to follow the recommendations of the administration, which Tam
not =ure 1 would want to, how do I find out where you are going in a
step-by-step basis?

My, Zwick. At this point, we find it diffienlt to do it any other way.
We don't know what Congress is going to do on foreign aid-——
~ Senator Harrke, Where does foreign aid rate in this list of prior-
ities?

My, Zwick. The President made a strong statement to the Speaker
last week, in which he urged —-

Mr. Harrke. The President makes a strong appeal on all these mea~.
ures and then eriticizes the Congress hecause we don't do the cutting.

Mr. Zwick. No, siv; I disagree. If you look at our appenls to the Sen-
ate, you will tind we followed a very, very stringent appeal policy.
T guess that 10 percent is the average appeal from the House curs.

Senator Harrke, Where has the Prexidens asked us to ent a =pecitic
program?

Mr. Zwiex. He has not asked you to ent, It he has not, indeed, ap.
pealed all euts,
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il the hearifigs of tlie SeniteSillicotiittess:
Fopriations, 'Tliese ave {le appeils by the ageiicies wlhich Have
.Jb‘getj‘c,lyejiu'(iii(ce;'bb_vlb,;S'l\i'.;sof’lij‘ii‘t‘isﬁﬁiﬂ%ible‘.;.;, e
Senfttoir Haitrke, The Substuiice is that the Post Office Depai‘tifi
“ugofnow cith expeet very little velief? T e
M Zwicg. On etiiployiveiit, The budget Tiniit is not a inajorprol:

e forthe Post Office, - C
- Senator Hawrks: Thithk you, M, Chairiiinn,
The Cuamsan, Could I ask a question there? .~
I other words, if there is going to be any velief from wn impossible
employment situation, s contained in the conference ro%mr(,‘ on the
' w\;ehm}:’bil)i‘ then the Congress is going to have to make it C
Mr. Zwick. Certainily, in the short run, But if we live with this a
veur or 2 years, we will need to continually reassess it. For example. 1 .
“would put high on my list the need to provide the Attorney Generil
somio slots for the Safe Streets Act. - s o ‘ ‘
. We will need to assist the Socinl Security Administration, whose
workload is growing more rapidly than the Post Office, and T think we -
“ate going to have to do something about FAA, wheve you have an
incrense in the worklond of air teaflie controllers of 20 percent a year. .
I would say in the short run, my set af priorities under this bill—"
ot under my preferred set of priovities—I will be very clear--but.
“ninder this bill, which we hutve to live with, my @t of priovities would

w

Che one where you have ty decrease postal service,
© o The CrarkMas, Let s a-k this question on operations. v
If the Congress, in its wisdom, would pass a bill exempring frow the
“rehipe til‘ﬁ\‘iﬁiuhﬁ of the conference repart, this would not affect the -
_attainnhle gout of the 56 billion redurt i, bt would thrmw the bunden:
pven, perhaps, on other agencies to o greaier degeee.-~- . 7L 0
LMy Zwres That is vighr, . R e e
L The Cusirsias. TE we attonpteds whoch Tdonbt we woubd dul 1o exi
cript all agencies of Governmeat, and we perhaps have that Juredes
tion ws Post Utfice gnd € 1v ] mervice Cammitiee from the stployment -
s outhacks, we couhl seill decrense by wsing 4 sargees s sendpel rather
el noment aX. o that Viovernswent progesme svulid wob be dansgend (6
# elevastating extent, o ' B e me
Lo M dwrew. That s eoepent
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The Cramsax, This would probably be the way the controller of a
large corporation: would effectnate it. He wouldn’t cut out each de-
partment by an wneertain factor of a janitor retiring and being unable
to hire an engineer necessary to carry on the important functions of
the business,

Mr, Zwiex, That is vight,

T'he Craresran, My, Burdick?

Mr. Brepiek. Thank you.

Mr, Zwick, every morning at 10 o'clock T attend another drama, the
Judiciry Committee, that you have heard about.

To summarize your statement, in the testimony yesterdny that the
postal load would inerease 11-plus percent——

Mr. Zwick, Since 1966,

My, Beepick. Yes: and if this law i= earried into effect, the postal
personnel would be reduced by about 11-plus percent.

Mr, Zwiek, That is right,

Mv, Buepicr. Obviously, you have an inereased load and a decreased
work stafl,

Mr. Zwicer. Yes: in the Government ax a whole, the number would he
about a 2i-percent inerease in workload.

Mr. Burmiek. It is your opinion under the law you do not have the
discretion or the flexibility to provide that /

Mr. Zwier. Let me develop quickly a point which T elaborated on
earlier. I am not sure whether you were here,

Clearly, within the provision of the law. it says that the Budget
Dirvector for the more eflicient operation of Government can reallocate
vacancies among agencies, so I do have it in general authority.

My point is that lots of agencies have problems and workload in-
creases, so that flexibility is not as great as it might seem at first blush,

Second, after a prolonged debate on the ITouse floor on the Veterans'
Administration, the managers of the conference wrote into their con-
ference report that they interpreted that eflicient operation of a Gov-
ernment directive to mean that the Budget Divector generally should
reassign vacancies to any agencies which reaches its June 30, 1966, level.

We are going to start nitting those pretty soon, and that takes a
great deal of flexibility away from us.

Ina practieal, renl-world sense, T have mueh less flexibility than—-—

Senator Brrnick. You do not have any effective rvelief for the Poxt
Oflice at. the moment ?

My, Zwrexk. For the foreseeable future: that is correet.

Senator Brroick. .And the only relief to be granted now is from
Congress,

Mr. Zwick. That is correct.

The Cuamyax. And you are not advoeating it, but you dor't
oppose it,

My, Zwrick. That is correct. We have had our day in court, and we
shouldn’t be back here in a month recommending changes.

The Cirameyan, Senator Hollings?

Senator Horrinas. You didn't recommend this, and T didn't vote for
it, so we are in pari delicto on that,

Does the administration feel a moral obligation to put forth priori-
ties? You talked about Great Society programs. We came forward and
we talked about the oldest department of Government being ineficient,
and that we had to put it on a business basis and raise the revenues.
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The administration ealled upon us to raise these revenues almost a
billion dollars, and now that we have done it, to sort of go back, when
vou suy the overall dirvective is one of efficiency and continuing to
ng over here about a publie service corporation and not doing a job,
and things of that kind, and take the Safe Streets Act, an entirely
new program, and give it priority over an established service that the
Government adopted originally when the Government started doesn't
scem—of course, it is a difference of opinion—Dbut it doesn't seem to
me it is a proper priority.

My, Zwick., As I say, Senator, we didn't recommend taking away
the services, but we may have a disagreement on priorities, because
1 think the Johnson administration does place the law and order and
safe streets issue high on the agenda, and we will stafl’ a new program
hefore we stop curtailing services in other programs,

So there may be a disagreement here on priorities.

Senator Horrixgs. But you are going to use the postal users rev-
enue increase, that increase to run a different program and at the same
time say that the Post Oflice Department 1s incompetent and you
ought to put it into a publie service corporation.

I don’t 'see how you justify it.

Mr. Zwick. If earried to an extreme, that would happen, but we
would hope that provisions don’t get carvied to this extreme,

AN T am saying to you is that T have to look at the total needs of the
Government, and there ave many of them, and there are other agencies
that have workloads increasing more rapidly than the Post Office.
which involve public safety and public services of high priority, and
I don't think that a general dirvective to me that says “manage this
so you have overall efliciency in government operations™ would be con-
sistent with exempting the Post Office.

Senator Horrixas. While we do disagree on priorities, we do agree
this is a lousy way to legislate. You have to take it, and it is hard to
say what goes on in a Senator's mind to put this in and criticize the
Congress for weeks afterward.

I'fhtho_v make the Post Office a public service corporation, they ought
to make the Congress a public service corporation.

The Cramryan. Congress is exempt, I think, from this cuthack.

I am sure the conference wouldn't have overlooked the necessary
lnopholes,

Senator TLawrke. Mr. Chairman, T would like to say that on this
exemption, T would hope we could move as fast as we could, in view
of what the Budget Dirvector says, that it doesn’t make much difference
what happens from here on in.

We could have an executive session before we recess for the minovity
party having a convention.

The Ciramryan. I would hope we could prior to that, and if we
are able to complete the hearings today, I hope we can have an execu-
tive session.

Senator Harrke., Tomorrow?

The Cramyan, Possibly today, beeause T think this is a matter
that is disturbing the whole country, It is the oldest department, and it
is one that employs more people affected by this personnel reduction
than any other, and yet is one which must depend largely on person-
nel for cavrying out the funetions,
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My, Zwriek. That is precisely why 1 have difficulty in doing some-
thing. It is not a lack of sympathy for the postal service. The Post-
master General stated yesterday that the American public deserved
the quality service we had built into its budget.

It T exempt the post oflice, with its need for 30,000 more positions,
[ would have to find 30,000 vaeancies from other agencies to
satisfy the needs of the Post Oftice.

Senmator Boces. Mr. Chairman, on that, may T ask Mr. Zwick a
question

On that very point, if you exempt the Post Ofice Department. for
the next 6 months, let's say, what would be the effect of that on the
overall program? Would that give you time to get a plan and—

My, Zwick. The Postmaster General has estimated he wonld have
a reduction of 15,000 in employment during fiseal 1969, rather than,
roughly, a 15,000 increase which was projected.

Thevefore, if you spread it through the year equally, and they must
have seasonal patterns, but ignoring that problem, this ig 30,000 for
the year or 2500 per month. And for 6 months we would have to find
15.000 positions in other parts of the Federal Government to take
eare of it, and that is a heavy tax on the other agencies,

Senator Boues, That is a point. If you don't look at this whole
dicture, if you vote to exempt the Post Office Department without

imitation, for even 6 months, then you are voting to cut down on those
exsential services,

Mr, Zwick. No,sir, \s T understand this bill, yvou just subtract the
Post Oftice out of the June 1966 base, and you don't count its vacancies.
So the remainder of the Government operates as the tax bill was
passed. The Post Office would be outside of the aggregate 1966 level,
and its vacancies do not have to be compensated for, so this would
not place any burden on any other agency.

The Cinairarax. This is the important point.

Mr, Zwick. This would give a special privilege to the Post Office.
but it wonld not impose an additional burden on the other agencies.

The Cranorax, We ave walking on the water, you might say, of
the fact that we are an income-earning agency, and the services we
sell are demanded by the public to the extent that, as T have repeated.
all but 135 million of the entire $7 billion is either earned from the
public or appropriated or authorized as credits for public service
performed.

Therefore, we do, I think, stand in a separate position from any
other agency that I know of that covers its costs by the services that
it sells, or the services that the Government has determined are public
service features. So in that degree, I think we could well come in under
this, and as the Director of the Bureau of the Budget has said, it
would not adversely affect other agencies by the setting aside of the
peculiar, particularly money earning abilities of the Post Office
Department for services rendered,

Senator Boaas, Thank you.

The Cramyax, Ave there any further questions?

Senator Yarbovough!

Senator Yarsoroven. No questions, Mr. Chairman. I understand
the questioning has heen very thorough. I was late. T understand we
have other witnesses on the list, three presidents of organizations, and
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1 understand the Director of the Bureau of the Budget has covered

i ull these questions thoroughly.

I want to congratulate you on the thorough questioning you have

¥ done.

The Cnamyax. As the Budget Director leaves, we were looking

E through the appropriations for possible places where we, too, can
} contribute, and the building program, unstarted, which totals about
£ %50 million for the coming year. We may want to consider that in
§ executive session,

Thank you very much, Mr, Zwick, for your information, and for

vour clenr’ definitions of the scope of the problem.

Mr. Zwick. Thank you. . ) )
The C;IAIRM.-\N. Our next witness is one of the genuine statesmen
of Washington, one of the specialists in the field of Government per-
9

£ onnel, and whose contributions to both the Government and to the

wonderful association he represents have been of great magnitude

i through the years, and are deeply appreciated by this committee.

We are honored today to have Mr. Jerome Keating, president of

the National Association of Letter Carriers.

Mr. Keating, we welcome you back to this rostrum, where you so

E ably have assisted this committee through the year.

STATEMENT OF JEROME KEATING, PRESIDENT, NATIONAL ASSOCI-

ATION OF LETTER CARRIERS, AFI-CIO: ACCOMPANIED BY
JAMES H, RADEMACHER, VICE PRESIDENT; GEORGE A. BANG,
DIRECTOR OF LIFE INSURANCE; AND DON KERLIN, LEGISLATIVE
CONSULTANT

Mr. Kearixe, Thank you very much, Senator,
. v ye .. 5 . 4 )
I am accompanied by Vice President Rademacher: George Bang,

§ the head of our life insurance department; and our legislative con-
| sultant, J. Don Kerlin,

We are interested, of course, in the testimony that was given by

| the previous witness, the Director of the Bureau of the Budget. We

think that we have to look a little bit at the results of what the action
that has been taken ave.

The Post Office Department, of course, is a dynamic institution.
It is not stagnant.

Man's memory is indeed very short. In October 1966, we had the

b worst pileup of mail in the Chicago Post Office ever experienced in

the United States. Newspapers reported that the post office was so
piled up with mail that they couldn’t get the mail in or get it out, A
national magazine reported that buildings were so filled with mail,
postal employees could not get inside but were forced to start process-
ing from the outside, somewhat like taking the peel off an apple.

Troubleshooters from Washington were rushed to the scene, outside
firms were hired at great expense to unplug the jam of mail, tons of
mail were sent to other cities to be worked, and, before the mail was
moving naturally again, there were jam ups in every city in the
country.

According to the Washington Post, the Post Office Department was
quoted as saying, “A massive pileup in the Chieago Post Office had
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ensed delays of as mueh us 10 days in the delivery of mail.™ "The
- Terre Haute Star veferved to the post office as the Pony Express.

The trouble was a shortage of trained help and inadequate space to
pm}wrly handle the volume of mail.

Mun’s memory is indeed short if anyone in officinl positions feels
that. a similar condition will not exist if the Postinaster General's
orders on eurtailment are cavried out, If those in oflicial positions feel
they are going to receive public acclaim and the praise of the news-
papers for saving a few c\ollars and fouling up the business life of
the communities and the personel life of the citizens all over the
conntry, they are badly mistaken.

No one received any credit for the Chicago mess, One of the news-
»apers commented: “The marvelous inconipetence of Washington
mreaucrats ravely has been displayed more clearly than in the mess at
the Chicago Post Office, the most important mail-processing center
in the United States,” We can expect the same blame will be placed
upon the Congress and the Department if this situation is forced upon
the country again.

If you will reeall the 1966 finsco, there was talk at one time about
even burning the mail to get vid of it.

The mail volume ig heavier now than it was in 1966, The Chicago
Post Office is not any larger nor ave very many of the other post offices
arvound the country. We still have inndequate space,

In recent years the \ppropriations Committee has shown good
judegment in allowing proper appropriations for personnel. .\ great
deal of credit for that must go to the members of this committee
who sit on the Appropriations Commiittee, particularly Chairman
Monroney.

The proposal to close the post offices on Saturday has been a pet
project of the Bureau of the Budget for some time. The people at the
Burean probably understand the budget, but they don’t undevstand
muech above the movement of mail. With the present plant capacity.
to stop the delivery of mail for 2 days in a row would cause a crisis
<imilar to the one that we had in Chicago in 1966.

The Bureau of the Budget ordered the Post Office Department at
one time to discontinne Saturday delivery of parcel post. This, too,
proved to be far too drastic. The Post Office Department had to ve-
quest Congress to restore the Saturday service on parveel post. On one
acension when Friday was a holiday, parcel post was not delivered
on Friday. it was not delivered on Saturday, and it was not delivered
on Sunday. Some cities had the foresight to give service on Friday.
but those that did not found themselves severely stuck on deliveries
the following week. and it cost far more to make the deliveries than
if they had maintained normal service.

U'nder the new holiday bill just enacted by Congress, mail would be
allowed to pile up inside our inndeauate postal facilities for 3 days.
the weeks that the holiday occurs on Monday, and we moved some
holidavs back to Monday. ,

Tt is inconceivable that the curtailments that have heen ordered can
be permitted to take place. Former Postmaster General O'Brien had
(o request 26,000 new regulars, $30 million in additional appropria-
tions for a eleanup, and 150,000 temporaries to correct the sitnation
that was initially caused by a jam up of mail in one city—Chicago,
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1L The $30 million turned out to be considerably more, 1f the curtail-
ments that have been ordered by the Department are placed in opera-
tion. the jam up of 1968 is going to cost far more than what will be
saved in the long run. :

We are not saving money. We nre sacrificing not only the money of
(he Fodernl Government, but we are interfering with the profits and
the income of practically all of the business people in America. We
will be delaying hundreds of thousands of choc\{s t\mt are sent through
the mnils on n daily basis, and we will be ereating and permitting a
chaotic condition in the mail service of the United States and the lives
of the citizens of the United States. With the contemplated curtail-
ment of delivery, steps would have to be taken to bar the mailing of
foods, drmgs, baby chicks, plants, and other such matter, or else pro-
vide specinl handling, which, in the end, would prove more costly
than providing the manpower to provide normal service.

We urge this committee to mﬁ:e immediate action so that the cur-
milments that have been proposed ave not placed into operal ion. The
mail-handling personnel is no more than adequate at the present time.
Congress has recently increased postage vates by $900 million, and
(‘ongress cannot permit these proposed cuts in service to go through,
wrecking our fine postal service.

We hope that you will be able to come up with a solution. We under-
«tand the situation in the Government, but, as you have pointed out,
Mr. Chairman, the situation in the postal service within the fiseal pro-
eram of he Government is .-mno\\'Smt different than other agencies.

We contract, so to speak, when we sell stamps, to give service, and
if these curtailments go into effect, we won't be able to give service in
the Post Oftice Department.

The Ciatrarax. Thank you, President Keating, for a comprehen-
<ive and succinet statement,

"The nmount derived from the 1-cent increase in the first-class post-
age, which is the high-priority mail, brings in §521 million additional
revenue, if my memory serves me corvectly.

We told the public, and you told the public, that you would have
hetter mail service, that we would aivlift fivst-class mail everywhere
where it could be expedited by aivlift. But all our airlifted mail would
be infinitesimal in the speed of delivery of the mails, would it not, if
the letter carriers were on a h-day week and the mail delivery was ona
5-day week—I should say—and if the clerks were on a 5-day week.
if the mail handlers were serving only 5 days a week ?

We would, as you so well say, invite a situation that would make the
Chicago jam up, which is a_good name for it, look like a Sunday-
school picnie compared to what we would be up against nationwide.

Mr. Kearina, According to the Postmaster General’s testimony,
eventually we would have a 4-day delivery in the residential arens, it
vou get down to that, you will have the checks that individuals re-
coive—and a lot of people get their paychecks through the mail. The
people that ave on relief get relief checks {hrough the mail. The pen-
sion checks go through the mail. And if you have that mail delayed
soeveral days later, there is going to be a great furor in this country.
There is no question about it.

And it will he delayed if you go on'a +-day delivery.
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As to business mail, 5-day delivery means the Monday mail will be
late, Even now, some of the priority mail that is expected to be de-
livered in the first trip doesn’t get delivered on the fivst trip becnuse
of the volume of mail, and because of the time it takes sometimes to
bring up the personnel to handle the volume, X

So we are not in a good position now, and if we retreat from the
position we have now, we are going to be in a chaotic condition, There
15 10 question about it. ,

The Ciratrarax, Isn't it a fact that from the time I dropped a letter
in my neighborhood box that all of the operations of the post office,
the pickup of the mail, would be delayed because of the 5-day service.
the trucking it into the central post office would be delayed, the sorting
of the mail and casing it for the %)roper air flights or the proper trans-
portation, would be backed up, that the transportation to the aireraft
or to the train or to the truck would be delayed?

The unloading of it would be delayed at its destination, the break-
ing out of the mail and sorting it as to the carrier routee would be
delayed, and so you would compound the delay of the extra 2 daysx
or 1 day through every stage of the mail, and this would be the pile
of mail higher than Pike's Peak that would he mounting throughout
the prineipal post offices in the Iand, and much of the mail, a Invge per-
centage of it, goes through these principal first-class offices.

So von have a compounding ricochet of the difliculty, and this is one
T don’t want to be responsible for permitting it to occur, if there is any
avoidable way to fail to do that.

What might go in an office of shortening the services by 1 full day
and pile up the mail? It might be tight work, but not cause a catas-
trophe. But we are talking about 700,000 employees and 35,000 post
ofices, seattered not only from coast to coast, but to Nome, Alaska,
and to Guam. And which mai! going to Vietnam, that would be al-
fected, too, to arrive at an ill-thoughi-out plan to arrive at some per-
sonnel reduction. You ean’t do it with a meat ax.

Mr, Kearinag, As a mafter of fact, every time we handle the mail.
there would be a delay. Your efforts to ,«ze& the mail to cities taster hy
flying it would be entirely lost, because with the delays of time that it
required handling, with the delays in delivery when it got there, and
probably the delays in sorting it to get it out, it would take probably
longer by plane than it now takes by train. It could take just about the
same length of time to go from one coast to the other. And what you
attempt to accomplish won’t be accomplished if these cuts go nto
effect, There is no question about it.

The Cuamyran, Wouldn’t you say that the same letter carriers and
clerks would be expected to do 2 days’ work for 1 day’s pay, because
vou have a jam up of the mail that is going to continue to come into
the post office, and if you measured it by piece, vou would expect that
by Monday or Tuesday or sometime in that week, your letter carriers
would be having to deliver a double load on that, but it would be
receiving 1 day’s pay ¢

Mr. Kearina, Another factor, if you stop to consider it, is that a
man has a certain capacity for work. I mean he can do so much work
in a day. The fact that you cut down delivery, if you are going to save
anything, then you will have to eliminate some employment.
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The extra man that carries a route so that carrviers have 1 day a
week off, but then the earrier would be putting 6 days’ work in 5 days.
You wili find that he can’t do that. You will find that you would have
to spend more money—probably not more manpower, but more money
for overtime, : )

Iissentially, the restriction is on jobs, but the purpose in restricting
the jobs is to try to save money. And if you have the volume of work
and if you have to spend time and a half overtime to handle it, or
it you have to put on temporary people—and oflicials sometimes don't
count. temporaries—I don’t know how they lose them, but they lose
them in the count lots of times—it is going to constituite more money.
And you are not going to attain the objective sought.

The objective in curtailing the number of people must have heen
to save money. It certainly isn't to knock people out of jobs when
we are talking about poverty and we arve ta{king about ereating jobs
aid putting the people who =till aren’t working to work.

It doesn't mal[m sense in that case to surplus several thousand men.
There will be 30,000 in the post oflice alone this year,

There are 15,700 that were allowed under the appropriation for the
additional workload. They have already been erased, The Department
i~ not filling any vacancies, There are another 15,000 that would be
et out from this curtailment.

As the Postmaster General pointed out yesterday, when people
build a new apartnient building, the people in that area, if they live
ont here in Virginia, and they build a big apartment building, the
people won't get delivery of mail. The patrons will have to go to the
post. oflice to get their mail. I ean’t imagine the public being happy
having to drvive through Washington tratlic on their way home to pick
up their daily mail. I can’t imagine anything that will make people
as unhappy as driving in 94° weather, driving through Wash-
ington traftie, finding a place to park and then going in to get their
mail, Perhaps driving 2 miles out of their way.

I don’t think their comments would be complimentary to the Bureau
of the Budget or the Congress or anybody else when they have to do
that,

I had a Tetter from a man on a rural route, Hle applied for delivery,
and he was told there would be no problem. It was a new house. Then,
ol course, this curtailment came through, and he finds he ean’t get
delivery. He was out in Towa, and he moved out there from Chieago.

[ had another letter yesterday from a retired vice president of the
First. American National Bank in Nashville, Tenn., and he is upset.
Ile says that he can’t understand this proposed curtailment of the
mail service. If anything, it ought to Le made better rather than
worse. Now, that is a retived vice president of a bank, no connection
with the post office. He is a man I happen to know, and that is his
attitude toward curtailment,

I think you have a serious situation here, a tough situation, but I
o think something has to be done so that the postal service is not cut.
[ don’t think the American people are going to like it. I know the
postal employees are i:rently worried about it. ‘

You haven't probably had as much mail as you will get as the news
~preads, and certainly it will be much fl'eater when the cuts actually
start going into operation, when the full impact is felt, or even a par-

tial impact is felt. And that starts next Saturday.
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The C'riairyan, That is vorrect, Certainly in our study of this prob-
“lem, it seems to me that no-provision has been made at all for handling
the erises that would occur in some places,

"This doesn’t only hit the banker, who finds the clearance of cheeks
that he would expect to be delivered the following morning may he
delivered 3 days later on some of these matters that run into milfions
of dollars, And there is interest lost in this delay. And for the ever-
growing list of people who are on relief, who barely can streteh out a
social security check, or a State relief check to meet their duily ex-
penses, they would have a day or two of delay in that, which would be
rather catastrophic if they were out of money and had no eredit at
the grocery stove or other things like this,

My, MiNron. Let me point out right there, Mr. Chairman, tha
Friday, November 1, 4 days before the election, the checks will he
mailed out, and they will not he delivered until at least Monday, so
that all of the sovial security and civil service retivees in the country
who receive and rely upon the checks will have a fresh and vivid
mentory of the service t}wy get from the post oftice when they go to
the polls.

The Cnamryax, Thank you for the bit of information on the timing.

Senator Hovrrixas, Can we survive that 2 That is the question.

The C'namyax. This is guite important, because a family paying on
a mortgage can very easily find themselves in default, if they find
themselves without prompt delivery of that check. If it is 2,3, or Fdays
Inte from the jam up, which you predict could make it xo. you are
going to have diﬂi('u‘lty explaining to the creditors why their credit
rating is not one of being prompt, but one of being late,

Allof these things are the bloodstream of American life—the nail
service.

Mr. Kearina, T earrvied mail for a good many years, and the people
that—a lot of people get the Wall Street Journal, and they are very
much interested in it because of the market quotations and so forth,
And for that reason the Post Oflice Department gives it hetter service
than they do almost any other type of mail. In order to get the Wall
Street Journal out on time, the Wall Street Journal have built print-
ing plants all over, so they are close to the patrons and so they will
et their mail the first thing in the morning.

On the proposed curtailment, people will get three copies a day. Tt
is fresh news. It is prompt news. The people who have investments,
dividends, and stocks and bonds, they want to find out what it is doing.
They will find out a couple of days later. It may cost them a little
money, but they will find out what was doing on Tuesday, though it
may be Friday when they find out about it.

I think ?'ou have a very serious problem here. As you pointed out,
Senator, the people who get relief checks and pension checks—and
very often they are right down to the line, When that check comes
there, it is needed, In fact, some of it is probably spent already.

I think those things have to be given consideration, T think that
there are human aspects and there are human factors in this thing that
we have to consider. And just to cut back—TI know it wasn't the full
action of the Senate and the House—just likely to move back 2 years,
youcan't move back 2 years,

In a growing population such as we have, you have over a million
new homes every year, and we have a gross national product now that
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is over $850 billion. And to think that we can cut back the center of
our business community, the center of our social life, the center of onr
personal life, cut down the mail and put it back to that extent, it is
just impossible,

The Cuamyax, We used to have a saying in the school of journal-
ism that there is nothing as old as yesterday's nev 'simper, nor as un-

' ) 1e uncertainty is
zoing to arrive 3 days late, and today's newspaper is apt to be equally
late. And the millions of copies of newspapers that go through the
mail, and the magazines, is a very sensitive point, in addition to Hrst-
class mail, and it is given pretty fast delivery now. But the papers

¢ will be practically worthless, because you will be able to get some kind
of a twisted documentary over the television, maybe, but it is going

to be inudequate if you want to read a story about it.
But when—TI think it was Time magazine—when they shifted from

b the rails to the trucks in the abandonment of rail serviee by the rail-

roads, got all kinds of kicks because Time and Newsweek were arriv-
ing on, say, Friday, instead of on the usual Thursday. This is a weekly

publication, and the daily publications would be still more sensitive to
¢ this delay, and the volume of the stufl as it piles up, it is going to take
| some pretly strong backs of the football-player type to earry the
| weight of the mailsacks.

Iivery day will be almost the day before Christmas on that day that
vou get. the double whammy from the lack of delivery on the previous
workday.

Mr, Kearixe, You get a triple one if there is a holiday connected
with it,

The Ciratryrax, Senator Boggs?

Senator Bocas, Thank you, Mr, Chairman.

Mr, Keating, as always, you have made a very impressive presenta-
tion, and I know T do, and T am sure everyone of us, has great con-
fidence in your testimony always.

Not. to be facetious, but when you talk about the Wall Street Jour-

t nal and the people trying to get it on time, I remember one time 1

asked the Postmaster, did he have any problems?

He said:

Well, T get complaints if the Wall Street Journal isn't there on time. Some-
times they call me and tell me their coffee is getting cold, and they can't enjoy
it until they get the Wall Street Journal,

So I know what you mean when you refer to that.

You have made an impressive statement, and I follow you all the
wav through, but T would like to ask this question,

I believe that we have got to look at this whole picture. We arve

 talking about the Post Office Departiment now. If there was an exten-

sion, for example, an exemption for 6 months, do you think that would
relieve the situation and give this committee and the Congress a chance
to look at this whole personnel problem?

My, Kearixe, T don't think so.

Senator Boaes. Just a general exemption of the Post Office Depart-
ment ?

Mr. Kearixa I think it is necessary, beeause I assume there is noth-
ing to indicate that the country isn't going to continue going ahead, 1f
it woes nhead, the volume of mail goes up. The Department expeets 84
hillion pieces of mail next year.
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Of course, there arve other things in the growth that slow up the
delivery of mail—for example, teaflic. Tt takes trucks longer to get
through now than it used to. ,

There are many other fuctors that with the growth of our popula-
tion -of course, the spread to the suburban areas, that is going to in-
erease rather than otherwise, and T don’t see why---T mean it just
doesn't ke any sense whatseever to make this curtailment.

I we conld come along with some magic machivery that could re-
pliee thonsands of people, but they don’t invent machines that read
very fast or vead very well,

We don’t have a uniform produet in the mails, ‘The benefit from ma-
chines is somewhat limited, So theve is not going to he a breakthrough,
or il there is. T don't know where it will e, We are ~till going to have
to depend on manpower, and we ave going to have to have adequate
nmanpower or less mail, one or the other. And T don’t think we are go-
ing to have less mail.

A jam like that Chicago jam, when you get hehind, it is almost im-
possible to eateh up, We have learned that from handling the mail
over the years,

Senator Boces, Do you think there is an urgeney of acting within
the next few weeks on'this exemption for the Post Oflice Department !
Or i< it amatter

Mr. Kearive, Ithink any curtailments that have been planned ought
to be postponed until you take final action. You don’t think that they
ave talking abowt—thi- ix a clerieal problem rather than a earvier prob-
lem. but they are talking about closing the windows this coming Sat-
nrday, which means that—today is Tuesday——that probably at least
by tomorrow and certainly by Thursday, they are going to have to
rebid all those jobs and reassign all those people. And if you open thew
np the following week, yon have to go back and do it all over agrain.

It ~eems that that just doesn’t make sense.

Our mode of living has changed substantinlly, We live primarily
in suburban areas, and the suburban post oflice is a very busy institu-
tion, much more so than it was in the past.

senator Boaas, That is right.

Mr. Kearine, Now, you go into a suburban post oftice on a Saturday
and you will find a lot of people. There ave a lot of people there. We
live in suburban areas to a growing extent.

Tn fact, generally, you could almost use this as a rule of thumb.
1 the center city has so many hundred thousand population, the sub-
wrhan area nowadays practically equals it. In a few years from now.
it ix going to exceed it,

But we have almost a balance between the suburbs and the center
city in almost any community nowadays.

Mr. RaneyMacien. Senator Boggs, there is an urgency in planning and
morale. There ave 20,000 caveer employees with anywhere from 1 to
30 years service today. who are questioning whether they are going
to hiave a job this Christmas, These are utility carriers, They are em-
ploved on the regular earrier’s day off. These people today are quite
anxions, They are writing to us. They are concerned about their em-
ployment, and that is why there is an absolute urgency, because of the
morale problem of the senior carriers, in addition to the cuts in service,

Senator Boaas, Thank you.
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The Criamryas. Along that snme line, it seems we ave on the side of
record breaking bad judgment to vefuse to let the Post Oflice hire
reglnes, but leave you unlimited as to temporaries, the very thing
that you and the other representatives of the postal unions have been
advocating to stabilize the efficiency and improve the sevvice: that is,
to get more of our servies into the regular civil service grades and
fewer in the temporaries and substitutes, And yet this thing—yon
could hive an unlimited number of substitutes, who are ill-experienced
in it. but. you ean't keep a valued man who has worked his way up
through being a substitute or temporary to career service, and youn
have noslot for him.

You have to follow this downward esealation provided in this bill,
which is the reverse of good manpower procedures in any industry.
I don’t care what industry it is.

Mr. Kearixa, Generally speaking, the policy of hiring temporaries
i~ not a good one. Some of your best prozpective employees won't take
a temporary position. They come in and they say they find ont they
have no tenure, and they don’t know whether they will ever get to
he regulavs. They will pass up the job.

So you are apt to hire your less competent people as lt‘lnrm'all‘i(‘s.
There may be exceptions, but that is so, generally speaking. The tem-
porary, generally, has a—he is a little disconaged, hecause he doesn’t
have the same rights and privileges. He has no tenure. and they are
worried about their positions, They are worried about whether they
will ever get to be a career employee or not.

So the poliey of hiring temporaries is a very poor one.

The C‘HAIRMAN. Senator Yarborough?

Senator Yansoroven, My, Keating, congratulations on a very fine
~tatement,

It occurs to me that the problem here is that Congress has directed
that the job complement of the Post Oftice Department be rolled back
to 1966, but didn't direet that the people divect their mailings back to
1966,

Now, you ean't ent the job back to the number. or in the amount
of energy and effort. It seems to me a rather ridieulous thing when
vou stop to think about it. If we want to ent military constrnetion,
or NASA explorations, we ean direet the cessation of employment
and the cessation of military contracts, You stop the contracts, and
vou pay vour money out. You are not a revenue producing thing,
You are not a revenue producing service,

But in this kind of lfling, people are coming in and you arve render-
ing a service. We have already heard testimony that this mail has gone
up 8 billion pieces, 1 have asked for an estimate how much that will
bring in. Counsel has phoned the Post Office Department. That will
bring in a billion dollars more.

We have to dosomething. To say, *Tuke in another billion dolays"-—
I don’t think we can stop the Post Office Department from growing
and expanding and in new deliveries out to new houses, without stop-
ping people from building surburbia and stopping them from inereas-
ing the size of the families.

The order of the Senate to cut back is to me an utterly rediculous
order.

Mr. Kearixa, We have to move the mail back to 1966,
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Senator Yarnorotven, T want to put this in the record, Me, Chan fa
mun, T got a breakdown here of $-ll.4s.~<-_).5m.(nm up to Sh 6420000
That is roughly n %1 billion increase, P

We just phoned the Post Oflice Department and got that revenn e

' difference in 2 years, as that mail went up 8 billion picces equivatent . - <o
all the mail xent and received in France in a year. _ SRIN

Despite this, they say: “Go back to where you were with vow 0
employees in 1966.% T think it is one of the most ridiculous thing- ol
puas<ed by the Congress. i ) Fh

The Crramyran. T would like to put in a letter signed by Presidem Pres
Keating, by Mr. Rademacher, Mr. Lewis, and Mr. Coyle. It is a brief < the
letter, but it is a cogent one. I

('The letter referred to follows:) . ;! |

et ey

NATIONAL ASSOUIATION OF Litier CARRibgs,
Waslington, D.C., July 19, 1468,
To Members of the U.S. Senate:

If' Congress doex not pass legislation to exempt the Post Oflice Departmen:
from the sweeping manpower reductions demanded by the recently-approved
Income ‘f'ax Incrense law, the postal service will suffer the most monument:i
entaxtrophe in its history,

Consider these facts, Congress last year inereased ratex by almost one hiltion
dollars, The revenue of the Post Office Department amounts to six billlon dollars
a yenr: it expenditures amount to seven billion dollars a year. The bulk of the
difference in income and expenditures is mnde up of Public Service items.

The cut= ordered will place the postal personuel back at the 1966 complement.
Thiz in the face of the Iargest Gross Natlonal Praduet in the history of the

Nation—-over $850 billion, We have a rapldly increasing popnlation: there ure v
between one willon and one and one-half million new homes every year, We AL
have a mushrooming growth in the suburban areas. The Post Oftice Department el
will be vequired to handle 84 billion picces of mail next yvear. Mafl does neot Tk
eviipornte when deliveries are cut. 1t piles up, requiring more expensive handline: "t
and delivery procedures, Fooag

The Post Otlice Departinent ander Pubilie Law 90-361 will he compelled to fore- e
o hiving 15,780 needed employees this year, It will alse have to eut 13000 posi- e
tions from the existing quota, In four years the IPost Office Department will he el

regnived to surplus 88,248 positions,
Immediate action is necessary. On behalf of 205000 letter enrriers, we ask
youp support.

NATIONAL ASSOCIATION OF LETTER CARRIERS, e ar

Jerome J. Keatina,
Presgident,
J. H. Rapesactue,
Viee President.,
J. RraNLey Lewis,
Nevretary-Treasrer.
Crantks N. Covr,
Assistunt Sceretary-I'reasurar.
The Cramrax. Mr, Rademacher, do you have anvt hing else?
\g A1 . . .
Mr. Raveaacner, Yes, Mr, Chaivman,
The President’s Commission on Postal Reorganization has issued
some important documents, anid included in this is a Roper Reseavch

Associates consumer stutly. T would like to have inserted in the record it

that report of Ropér Researeh Associates on the subject of mail service, E

which inehrdes a survey taken that asks the question: “How could the Luib
//pnstﬁl/s{)rvioe be improved 2" e
- . Thisis at a time now when the Burean of the Budget is recommend- O
ing that the service be curtailed on Saturdays and windows closed. et

The Roper Associates learned that 38 percent of the people surveyed Oan't:

desire having longer post oflice hours on weekends. T rirty-eight per- -
* Hote
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{The rmu\t«.n of Roper | {w-oemw it \wwm!w vzmtmmwr stridy
follows:) e T

RESULTS OF ROPER nmauca S.SSOGMHS CONSUMER :mmv
[la eama(l . N

et i e e s w1+ e e s s e o R

Amalyzed ay ’!!pomitnis . Analyaed by respendents
hc ¥ i - who md :

()ﬂm T Ber

Tata Top 10 - than Hone ot -

mare
somple  malst tap 40 (1] than 6 1 pisce
- ateas matrg p&n:“‘ per week  per week

‘ areas )
112, mare 24:hout a day sellsatvice postos umts- ‘ . o B :
Dohuntely needed and would be e kAR ) B . 1 43 ki ) k1]
w’;:nzdyo.n 0:al post office open more houts duma ‘ . L c AT o

{)ehmloly needed srd would Le nice ' 39 8N 28 2. ”. 8
ki 1%( yodw Incal poyt office opea longer on . ) S E ,

wegken ‘ o : - R

Delinitely needed and would ba mee -8 a8 K Y | ¥
#3.ng more fraquent pick ups from mail cohecmn T . : : ‘
©ovanes: ' : : .

Defimtely needed and woul:! benice ......... % 35 % 00N pal 23
2iqery of mail to your doo - i . .

Definitely needed and would benice ....... 2 .1 13 6 it 12

TABLE VI -

uuo ate som& mings lhaHlxq Post Ofhice might do o cul costs and streamline regular service. (Card shown nspoudsnt) o
“Which of thesc thirgs, if any, would you be {d favor of? . . .

o llnwcentl AR
Analy:ed b{ mmndenls o An;lyred by re:pondcnls .
. five in-— S | .
ol Top 0. IR Z(ebss * Hore ot
- 1o 1
p pieces  than6 - | piece

o sample meno T
areas pet “eek pemeek por week R

¢ nog the salé oi s!amps and having all envelopcs

- rrastampel
U«mmaie ¢. b d

Cutting dut. gionev bxdev selvm.
-« Cutling ot Satufday dehvenes ; .
£ad dogr deliver :} have ail mail dalivered o

turbside box e te‘r for apaumam buildings.... .
- g minaung specis( :
Have fewer callec b? .
&ake fewer collgctions tom eolleclion boxosQ faenes

umﬂg o%o sl

Alig lun emq)

hcn§ e cvaluntesisd)

- Iknow‘ w no answo . .

g

T e .5
oo E

'ES... Cemeseunen .

OB e 3 Y

(DBRRRED DRSO




02

The Criramaran, I think (his is a reliable pollster who has made thi:
survey, and I would agree from the reaction T have had from the
people of Oklahoma.

Did any of the others—Mr. Bang, or Mr. Kerlin—have anything
they would like to add? Or do you have anything, Mr. Keating?

My, Kearixa, That isall, Senator, ves.

Senator Yanrnrorovair, I would hke to make a statement here, My,
Chairman,

Generally, when something like this is proposed, we hear from a
number of people who oppose the proposed reduction in service, or we
hear from employee organizations who opposed the cutback in em-
ployment.

The protests that T have had from small towns faced with the loss
of their post offices exceeded in number all other protests combined.
The mail nsers, the employees in the oftices, are not as many as the
small towns, who say: *This kills the post oftice. This ends the town.”

I want to get that fact in the record. When so many suffer zo much
from curtailment of the mail, that the people, the small pooplv of
America realize this is death for them, it iz not just a curtailment, h
is about the end of their towns.

They have protested to me more than any other group in my State,

The Cramaan, Along that same line, they would be at the long end
of the line in distributing the mail, so their mail would he delayed
more than in the metropolitan areas, beeause it has to be dispatched
first to reach the star routes and other routes that deliver it now from
our mail centers,

Senator Yarsorouveir. Yes, and T am having \l)mt(‘sts from county
<eat towns, up to 10,000, that their mail is delayed so that in a busines
way they are hurt more than they were under the old system.

They have problems getting their weekly papers delivered as rapid-
Iv as they used to, and the papers come from the cities, and ave cutting
them up in a competitive way. They can’t get the mail out to adjoining
towns as fast as they used to, and they are hurt that way, too,

As vou said, this would be compounded.

The Cramaax. Senator Burdiek?

Senator Burpiek, I have no further questions. 1 just want to thank
vou gentlemen for appearing. I think you made a good case.

The CHAIRMAN. 'Hxank you very mmneh, Mr, Keating, Mr, Rade
macher, and gentlemen, We appreciate your appearance, as always,

Our next withess is our good friend, Mr, I, ¢, Hallbeck, prosi(lvm.
United Federation of Postal Clerks.

Ie has appeared before this committee many timez, and he also i
a representative of aspirations and needs of his own large union of
the postal clerks in this country.

We are happy to have you.

STATEMENT OF E. C. HALLBECK, PRESIDENT, UNITED FEDERATION
OF POSTAL CLERKS, AFL-CIO

My, Ilareseck. Mr. Chairman and members of the committee:

I am happy to have this opportunity on behalf of the United Fed-
eration of Postal Clerks to express our views with respeet to the per-
sonnel cutbacks required by the Revenue and Expenditure Contvol
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Aet of 1968, 'This is a most urgent and important matter, not only to
postal employees, but the the Post Oftice Department, the Congress,
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and the American people as well.

Yesterday, I bad the pleasure of hearing the Postmaster General
testify on this sub{ect. I believe his statement to the committee fully
and fairly sets forth the problem that now confronts the postal service.

b [ want to join with the members of the committee in praising him for a

very frank and factual statement that does him great personal credit.

Unfortunately, this is not the first time that the postal service has
leen faced with unrealistic manpower ceilings. Many members of the
committee well remember the Whitten Rider of other years which re-

g ~tricted the Post Oftice Department and other ageneies in the hiving of

career people,

By restricting the hiring of carveer people, the Department was
forced to use thousands upon thousands of temporavies. And, how-
ever admirable the intent of that legislation was, the fact is that it
did not, and could not, work in the postal service. It mervely changed
categories of employees—increased rather than decreased the total
number, did violent damage to the morale of career people—and in
the long run proved more costly so that the Congress eventually
fonnd it necessary to exempt the Post Oflice Departiment. Now, we

| ue ngain faced with asimilar problem.

The imposition of predetermined employee ceilings is not feasible
i an industry that lacks the ability to predetermine its workload,
or that is unable to tailor its workload to the ceilings imposed. If one

§ cere manufacturing a produet, it would be relatively simple to limit

the production of that product because of a required employment
ceiling,
But where the only product is service and where management has

¥ uo controls over the demands for that service, the situation is alto-

wether different.

The postal service cannot say they will work only the volume of
ail which an employment ceiling makes possible and allow the re-
nader of the mail to accumulate for a future time, The Postmaster
tieneral said yesterday : *We cannot use post oftices as warehouses or
temporary storage depots simply beeause there isn't enough room.”

It so happens that l had the opportunity to cee the kind of damage
that results from =uch actions in the Chicago Post Oftice in October
of 1966, Then the world's largest post oflice was practieally broughi to
+ sandstill beeause there was <o much mail in the building that em-
nlovees conld not work.

I might add here, My, Chairman, that there was so much mail in the
huilding that you could hardly walk through the aisles. that they were
wernally afive hazard. ‘They had mail stacked in the aisles, They had
na place else to put it.

I'rom the standpoint of cervice to the American people. the proposed
reductions in manpower, and ultimately in serviee, are not defensible,
In my judgment, the Amerviean people need a far better sevvice than
they are now receiving. Reducing that service in the face of recent
rate increases would, it scems to me, be a giant step in the wrong
divection.,

Stated simply, there are only two choices: Bither (1) the Post Of-
fire Department must be exempted from the ceilings. or (2) drastic
teductions in service must ultimately result,
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Despite advanees made in recent years through the nse of wechani.
eal and automided equipment, it sl tekes manpower to move the
mmil. ‘The Post Oflice Departinent eannot hope to handle 4 billion
picces of mail this vear with the same manpower used in 1966 to handle
5.6 billion pieces of mail,

Tome, it is extremely doubtful that there could be nny real econmiy
in terms of dollar savings even though the ceiling limitations <houll
remain in effect, beeause in order to keep mail moving, in ovder 10
have it processed and delivered, a redection in the numbier of people
is almoxt. automatieally going to require that the remaining people
work longer hours.

Longer hours at an overtime vate is certain to be more expensive
than steaight time hours, So it seem= extremely doubtful to me il
any dollar savings ean vesult. This i« teve beeause long honrs of over.
time repeated daily are not as produetive ever the long hanl a ~tvaigh
time hours.

Over an extended period of time 100 men working 8 hours per day
will generally do more and better work than S0 men working fo
hours per dav. The total work honrs would he the same, bt produe.
tion will be Tower and costs higher, A= a result of each man working
2 hours overtime daily, the Post Oftice Department wonld actually be
pavine for 880 hours per day for 800 hours of work.

Time is of the exsence. Unless this committee and the Congress acts
promptly, T firmly believe that ivveparable damage will Tave been
dene to the postal service,

I think Postmaster General Watson made it perfectly clear yester-
day that if Congress reasonably indieates thar an exemption will be
eranted to the Post Office Department in the near future. he wonhl
teke that as a suflicient warrant to delay at least temporavily the con-
remplated service enrtailments. He added, however, that he could no:
delay these curtailments on the promize of action to he taken following
the Republican and Demoeratie National Conventions, T suspeet thar
if any of us were wearing his shoes, we would have to come to a simila
conelusion,

I sincerely hope that this committee will act promptly to remedy
thi- most distressing situation,

The Criatemaxs, Thank you very much, Mr, Talbeck, for yonr help-
ful and informative <tatement, which, as useals vou have always given
~traight from the shonlder to this committee,

Actually, if we were to legislatively elose the post offices and thereby
the serviee for an extra day a week, we wonld veecive o large amoun:
of eriticism from the publie,

But if the members of vour fine orsanization, or Mr, Keating’s. or
Me, Silvergleid's, shoukl canse a slowdown hy reporting sick ona day
a week, the wrath of heaven would tall on crganized labor for sucha
slowdown. Thix would practically have the <ame effect. would it noi.
in the movement of our mail?

Mo, Haenecs. T think it would,

The Cramman. Tt would be ill advised of the Government to ereate
this condition, as it would be by the membership of the fine postal or-
ganizations to create it, and instead of expediting, as you have so well
heen able to do with the vast inerease in mail, by congressional ediet.
we wonld be throwing on the four-wheel brakes to stop the movement
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e we invested hundreds of millions of dollars in modern post office
bildings to try to unelog the postal system through sueh mechaniza-
on and transportation as has bheen available under our research pro-
srams {0 do so,

We are stepping backward a long distance to services that T don’t
think the publie is ready to aceept.

Mr, Haveneck. 1 think you ave abzolutely vight. I think it wenld he
reagie, and the great danger in this is that onee you start something
ke that, it would be quite likely to snawball. It might get worse in-
steaed of better in the future.

That is why I say there is an immedinte urgeney, Thix coming Sat-
urday, they are due to start pave of that program in post oflices
throughout the conmtey, If that goes in, we ave going to have problems
L we can't even foresee at this moment.

The Cramryan. Senator Bogas?

senator Boces, Thank vou, M. Chairman,

Mr. Hallbeek, T certainly apprecinte vonr testimony, too. and |
think you have made a very good case. We appreciate your insight,
and have alot. of confidence in your testimony.

Just this one question that was asked me this morning, and how
would vou answer this? T am trying to make the record elear here,
now that this thing has come on us,

How do vou know what all of these effects are goirg to do unless
vou trey it

The Director of the Budget this morning, Mr, Zwick. testifying
here, said he just wants to wait and see what is going to happen, and
I understand his position.

Now. there ave other people throughout the country, until they feel
this pinch, say that, *You have got to try to mnake these reductions,”

How do yvou answer this?

Mr, Havesiecek, T think the Postmaster General has alveady laid owt
a program which shows pretty well what would have to happen. and
I eertainly conldn’t dispute very forcefully his assessment what wonld
tave (o happen in the event these eceilings stand. They are going to
have to close all fourth-class post offices, I don't think there is any
doubt about it.

They wonld have to pick up those positions to have somehady to
man New York City, for example.

They are going to have to cloge a lot of third-class post oflives,

They are talking about curtailing delivery services, They probably
bave to close on Saturdays.

I don’t know how they could possibly lo<e 13,000 men a year without
doing something like that. and it seems to me that in the ease of the
Pozt Oftice Department, it is pretty clear what would have to happen
nnless someone could sugeest come alternatives—and T confexs that T
can't—that might be more palatable,

There is no way you ean work 8 billion pieces more mail with the
stme nanpower that you had in 1966, Tt ean’t be done.

The Post Office, as far as T know, ix the only ageney of Government
that has that kind of perfect example, And in the Post Office Depart-
ment it is elear that there is something over & billion pieces more of
mail to he handled with the manpower available in June 1966,

I submit to you, sir. that it eannot be done.

Senator Boaas. Thank you.
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[ think vou make the point well in your testimony when you say
that there ix no predetermined worklond.

Mr. Haveneck. That is vight, What are we going to do Christmas!
What ave we going to do in thie coming election?

[ have been through elections and Christmases in post offices. I know
what it means, And you have got to huve manpower,

[ don't know what we are going to use as n_substitute, hecause those
mnchines are not ready. There are no machines that will do all the
work that needs to be done. They are in the future. I have no doubt
they are woing to have machines that will do much of the manual
work now done in post offices, particularly the more laborious work.

I have said many times, any time we had pur a machine on the moon
that ean dig Loles in the moon and take pictuves of it and analyze
what they dig. they can invent a machine to sort mail, given enough
time and space and money. Tt can he done, But that day ix not here,
We still need manpower,

Senator Boaas, Oh, ves,

Thank yon very much,

Thank you. Mr. Chairman,

The Citamarax. I was trving to do a little avithmetie, Fighty-four
hillion pieces of mail divided by 565 days comes out to 230 million
pieces every 24 hours. T don’t have the flow of the Mississippi, but 1
would giess that this is a_greater cubie footage moving daily than the
Mississippi, or 1wo Mississippis,

My Haveseck, T am positive it is,

The Chamaax. Now we are asked to ereet an instantaneous dam
across this flow of mail, which would back up without notice on the
people above the dam, covering them up from the mailing of their
mail and the people below the dam getting the supply of the water.

It ix =uch a magnitudinous number, it is hard for an individual
mind to caleulate it: and vet without study, or withont consideration
of the consequences, this thing got through in the haste to try to neces-
sarily raise the amount of money to keep our fiseal policy in order.
This has nothing to do necessarily with our fiseal poliey. The fiseal
policy rests in the Congress, and we should selectively rednee where
we ean.,

Within onr appropriations cotmmittees, these additions have heen
justified beeanse of the inerease in the mail load.

My, Iaeseek. T am confident, Mr. Chairman, that had this come
up as a bill and had there been opportunity to debate it. it could never
have been adopted. There was no opportunity to debate the effeet of
the euts on the Post Oflice or any other ageney. We were, as you sail
a few moments ago, using a meat ax. T don’t think we can use a meat
ax on o subjeer of this cort,

The Crammrax, T quite agree.

Senator Yarborongh?

Senator Yarsorovau. Thank you for your statement.

The inerease of mail around an election time: is that increase a-
great as Valentine’s Day and Mother's Day combined?

My, Hareseck. I used to work in the Chicago Post Office, and I ean
assure you that it was far greater than Mother's Day and Valentine's
DPay combined.
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This is a year beyond the memory of anyone, T am positive, and

g very few have memories that go back further than mine,

The Cuaamsrax. Would you vield there?
Senator Yarsonrovair, Yes,

The Cuamraran. With televicion in the New York (Vity avea, for ex-
ample, costing $6,000 for 40 ceconds of prime time, 1 (hink we are
woing to find postal rates quite a bargain in trying to veach voters
with our story,

Mr, Hariseck. I live out in Rockville, Md., and I can tell you that
I have had more election mail this year than in any other, which in-
dicates that other time is getting expensive.

Senator Yarsorova. I think your observation on page + i< valuable,
when you point out the productivity figures there,

Mr, Haviseck. You get awfully tired of overtime.

Senator Yarsorotvain. To eut back thig, and have an artificial num-
her work overtime, it will cost more money with less results,

Mr. Havwsrek, The Postmaster General made a point of saving

. vesterday that he had the money, and 1 am positive that if you cut

the manpower, he is going to have to resort to almost unlimited over-
time, and that isn’t a satisfactory answer.

Concerning overtime, I happen to head an organization that has a
lot of employees. I know what overtime does. Overtime doesn't produce
over the long haul the same quantity or quality of work that straight
time does.

The Criatrmax. Senator Burdick?

Senator Burorck, My, Hallbeck, thank you again.

To summarize your statement : Increased workload, decreased work-
ors, results in the breakdown of the service?

Mr, Haneseck. That is a proper characterization, You eannot do
this and_expect to get a job done. The best intentioned people in
ithe world have physieal limits, and they are right close to that physi-
cal limit now.,

The Cramyax. I think Senator Burdick has put into the fewest
words possible a summary of our problem.

Thank you very much, Mr. Hallbecek.

Mr. Havuseck, Thank yvou, My, Chairman, and members of the
committee,

The Cuameax, We are honored to have Mr. David Silvergleid.
president of the National Postal Union, before us,

We appreciate your courtesy in giving us your advice.

Senator Bogas, Mr. Chairman, [ join you and welcome you, too,

1 have an appointment, which 1 am 10 minutes late for. Will yon
exense me?

The Cuamryax. Yes. I would like to announce while the members
ave here that we would like to have an executive session at 2:30 in the
~onference room, to see if we can agree on legislation to postpone, if
not solve, this matter.

Senator  Yarsorovcn. I wonld join in weleoming  Presidemt
Silvergleid here, and I congratulate him on his elevation to the

presidency.
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STATEMENT OF DAVID SILVERGLEID, PRESIDENT, NATIONAL
POSTAL UNION

Mr. Snverceem, Thank you,

Our union consists of some 70000 postal workers, an industrial-type
union,

Me. Chairman, I must npologize for not having a formal statemet,
My goad friend, Dave Minton, reached me late fast night, ad it was
almost impossibile to prepare it,

However, I would like to take a few moments of your time, because
this isa subject thai is understandably very vital toall of us.

I would Tike to associate myselt” fivst_of all with the statement-
made by the Postmaster General yesterday and both my associates
who testified this morning.

We feel very strongly that the actions of the Senate Post Office
and Civil Serviee Committee, Mr. Chaivman, and your own, particu.
larly, in scheduling these hearings in ovder to try to bring about a
mote happy ending, we hope, to a situation that is pregnant with
dangoer, i ~omething that is commendable, and we sineerely appreciate
it personally and collectively,

I would like to point ont that there have been several statement-
made in the press and in the Congress which T think bear some elari-
fication and <ome answering.

In the first place. and this is not the first time. whenever a Post-
waster General has been confronted with cuts in service sueh as this,
imevitably when he proposes particular reductions in serviee, he i
charged with using blackmail,

Welll Bistening to the Postmaster General yesterday, in his quiet bt
forceful way, explain that he had no personal ax to grind, but tha
he was merely trving to comply with the law of the land and put in
whatever reductions in gervice are necessary, I think we all eame ton
realization that he wasn't teving to put undie pressuve on a Congres
which had handed him a very unpleasant package.

Second, T think thar we are all in agreement. There are going to he
sone very adverse effect= on postal service, as we know it if these cu-
are permitted to stand.

[ don’t want to be repetitive, o T won't go into any detail on thar.
But T would like to touch on the fact that in addition to its effeet on
200 million Ameriean eitizens, it i< going to have particularly adverse
effects on some 700,000 of those very same American eitizens-—postal
workers,

The report of the Prexident’s Commission on Oraanization, which
was referred to by a previous witness, has highlighted the fact that
sinee 1959 the female complement in the postal service has ineveased
feom 11 percent to almost 18 percent, approximately 125000 female
emplovees,

It hias alzo been brought ot that inevitably-—and we have learned
this from past experiences—the Post Oflice Depariment will have
to impose certain severe restrictions against employees.

To start off with, they want to eliminate window serviee, They
want to cut deliveries. They will freeze appointments to regular posi-
tions, They will freeze promotions, This is not oflicial, but we can
anticipate it on the basis of past experience,
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They will change schedules, and as has been pointed out by Mr.
Ifallbeek, they will undoubtedly rvesort to an inordinate use of

avertime,

It has been said here previously that we are denling with people.
and not with machines, We recognize that both machines and people
ean break down, It is much simpler, Mr. Chairman, to restore or repair
amachine, It isn't that casy to vestove people,

We have lived throngh’ too many periods in postal service wherein
weonseionable amounts of overtime were used as far as the employees
were concerned, particnlarly inside employees. We have =een the
restilts, We hiave seen in Chicago, for instance, and while we don’t
onette in it, one of the basie reasons given for the xo-called “backup™
wias the fact that the employees deliberately slowed down because
they resented their working conditions,

s the chairman pointed ont a little while ago, the employees might
veact in that way throughout the country. We won't subsertbe to that,
it these are faets of life which we cannot ignore,

One other fact, Mr. Chairman, The President’s Commission on

Reovganization also stressed the fact in their report that post oflices

senerally are dirty, filthy, unfit places to work . They made quite
nnissue of that,and put partienlar emphasis on it.

If there is any force reduetion in personnel, and it spreads similavly
throughout the custodial force, the employees ave going to face even
worse conditions in their daily rounds,

Under the civenmstances, Mr, Chairman, 1 would vespeet fully sug-
cest that we can't wait, as ~ome people suggest, for the next 3 or 4
months, We eannot relegate this to the 91st Congress, hecause the
“IisiS is on us now.

Orders are alveady issued to bring about reductions in service.
There will be even more emphatic orders as we go along. So it seems
‘ome imperative that this conmittee and the Congress enact as guickly

.~ possible a law which will exempt the Post Oftice Departiment.

Mr. Chairman, in conelusion, T want to thank you again, yon and
‘e members of your committee, who have demonstrated such a very
~vident interest in the welfare not only of the Ameriean public and
e postal zerviee, but the postal employees as well, I am hopeful,
Lonestlv and sincerely hopeful, that we can get this legislation throngh
o huery,

Thank you,

The Ciamaan, Thank yvou, Mre. Silvergleid, for that cogent
testimony.

From your expevience with the postal clerks and fetter earrviers, 1
Lelieve what vou are saying i that the burden of the jam np of the
il and the inerease, throngh the lack of stafling, would throw the
createst burden on the most faithful of onr employees—---

Mr, Sinvercrein, That is correet, My, Chaivman,

The Cuamaman, Therve will be vesignations beeause of the intolerable
working conditions of trying to do 2 days’ work in 1 day, which
Ciey would have to do on Monday, and thus the intake, so valuable to
e personnel standards which we ave o proud of, of the postal work-
ers, would dry up, as this would be a permanent handicap the Gov-
ernment would have to bear as a prospective employer of the outstand-
ing young men who might otherwise aspire to a lifetime of Government
service,
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Mr. Sinverare, That is vight. T raized the subject of female em.
ployees. If their schedules ave thrown out of kilter, and most of them
are housewives, they will not be able to carry their load.

Overtime is something many of them cannot neeept.

In an interview at the Post Office Department. recently, they have
nh'(;ndy indicated there will be mandatory overtime during Christma.
rush.

The Crramesrax. And the staggering of honrs, perhaps. to make an
effort to move the mail. And that might vesult i thousands, if no
millions, of hours of nighttime work to clear the load of the incoming
mail o that it would be less obstructive than if the Post Oflice were
open in the daxtime,

Tt would be extra heavy on the elerks and the mail handlers at that
point of time,

Mr. Sinvercre, That is vight.

The Crrarrarax. Senator Yarborough?

Senator Yarsorovan, Thank you for your statement.

I have no patience with the statement T have heard publicly made.
and on the floor of the Senate vesterday: “Let's wait and see how
bad the breakdown is hefore we do anything about it,”

It is just like snying when your enr ix running out of gas, to =ay wait
until it gets empty out on the highway and <ee how long it takes you
to get back.

Thoe Chrareyeax. Thank you.

Any statements that have been submitted and the witnesses have
been unable to testify, will be printed in the record at this time,

('The above-mentioned statements= follow :)

STATEMENT OF THHoMAS ', COSTIN, Ji., PRESIDENT OF THE NATIONAL ASSOCIATION
OF POSTMASTERS AND DPPOSTMASTER AT LYNN, MASSCHUSEDTS

Mr, Chalrman and Members of this distinguished Committee: My name i
Thomas P, Costin, Jr. T am president at’ Lynn, Massachusetts, and president of
the National Association of Postmasters of the United States, It is Iudeed o
pleasure for me to appear hefore you toduay representing the postmasters of this
country, '

At this point in the nistory of the United Statex, when the economy is over
inereasing, the populntion explosion is continuing, and building i< at an all-tine
high, the Poxt Office Department iz faced with a drastie curtailment of services,
Public Law 00-301 has brought thix situntion to a head by requirving the Doepart-
ment to reduce its level of employment to that of June, 1966,

T'he fmpending post ofice cloxings, reduction of window service, reduction of
delivery cervices and less frequent collection schedules ereate an fmpossible
sttuation for the post office, In view of the inereasing mail volume which siount«
to more than two billion pieces of new mail each year, these cuthaeks wit
pormnnently eripple the postal service.

Beside the vising mail volume, which affects all of the 32,500 post offfces, more
thun tive mitlien new delivery stops have been added to eity and rorval delivery
romtes, This is eansed by population rige and new housing, all of which add more
to vt oflices’ hallooning workload,

Gentlemen, the Post Office Department aectually needs the 15,000 new em-
pPloyees which Congress authorized earlier this year. The budget eut would
remove 68,000 positions by foreing the Department to return to fts 1966 employ-
ment level, and this fignre must then he eombined to show a cnt of K328 e
positions than they actually need to handle mall volume heolng received this
year,

Most peaple don’t realize that we have much less than half the number of
post offices today than we had in 1901, In that year we were cerving 76 miition
peonle and delivering about 7.4 billion pieces of mail to 77,000 post offices
Today population has almost tripled to 200 million, the number of nost offiees
i« much less than one-half, from 77.000 to 32.500. But the most significant fienre
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i~ matkl hierenxe—more than ten times as mueh, from 7.4 billion to 82 bitlion pleces
st yenr.

We have realized for gsome thoe that post ofice closings had almost reached

§ hetr practieal limit. We agree that 77,000 offices are not needed in this in-
i creastugly urban soclety, But then we can't get below today’s figure wnd still

maintain service at the proper level in every area of the nation. As post officos
are closed, communities loxe their fdentities, pride in small-town Amerlea is
eroted and the flight to citles is hastened in a continuing pattern of rural
desertion to the detrhment of the entive nation,

We helieve that Congress misealeulated in foreing the Post Office Depariment
(o retirn to its 1960 employment level. For a publie service department, this is
w impossible situation situation and the publie will suffer most,

1 am sure yon will agree that action must be taken at this thiwe to ensare that
hese drastic cuts will not take place.

Thank you very much, Mr, Chairman and Members of this Comwmittee, for your
conrtesy in affording this opportunity to present our views,

Paterasen RTATEMENT oF IHeNny M. Heyvn, DPRESIDENT, NATIONAL LEAGUE OF
POSTMASTERS

Meo Chairman, my name is Heney M, Heyl, T am President of the Natlonal
Leagie of Postmasters and am the Postinaster at Wooster, Ohlilo, The National
Leazue of Poxtmasters is grateful for the privilege of presenting this statement
and having it become a part of the record in the very vital matter before this
distinguished committee,

While it can be sald, I think, that no segment or group of Postal Officials
aal employees will be more adversely aftected by the implementation of the pro-
visions outlined by the Post Office Department, which has to be done to conform
to the present law, than any other, I would like to point out a few things which
we think should be brought to your attention, The ranks of the National League
of Postmasters of the United States will be sharply reduced if all of the post
afices envisioned under this proposal arve closed. This fact is of no major sig-
uitieance, to be sure. But, and I wish to emphasize, that the effect that these
proposed closing will have on rural America conld certainly be very adverse,
This was brought out =0 eloquently yesterday by the distinguished gentlemen,
semator Yarborough, and Senator Brewster, While T would not attempt to mateh
their elogquence, we do want to state that we concur wholeheartedly in their
sand. We believe that rural Amerlea is entitled to the services that only n
post oflice ean provide, Our rural delivery service Is good, we have no quarrel
with that. but we maintain, and we think rightly so, that a post office isx an
integral part of any town and that when {t is taken away, the town dies, This
his been proven far too many times unfortunately., We strongly urge that these
dosings be postponed until such time as the Congress has seen fit to exempt the
Past Office Department from the cut-backs in employment, or to deny its
wemption,

The implementation of the existing orders, to conform to the present law,
will. for tlee most purt, have to be carried out by the Postmaster in his own
uilice, ‘This is to say that it will be our responsibility to see that the job is car-
riedd out under what we envision now, as an impossible situation. We have no
irtention of shirking our duty, Mr. Chairman, we fully accept the responsibility
thut is ours to carty out Departmental Poliey, but quite frankly, we just do
not see how the job can be done, especially with the ever increasiug volume of
miil, and in view of the fact that we will not be able to hire the personnel re-
quired to carry out the function of moving the mail.

Many words have been uttered on this matter, and {t is not my intention to
lare you with the detalls of a lengthy statement., We may have been brief to a
fault, I trust however, that you will not construe our brevity to mean that we
are not vitally interested in this matter, for we are.

Thank you, Mr. Chairman !

‘The CuamrxmaN. The committee will stand adjourned, and it will
meet at 2:30 p.m, to discuss temporary interim legislation,

(Whereupon, at 12:57 p.m., the committee recessed, to reconvene at
2:30 p.m. the same day in executive session.)
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