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Good afternoon Chalrman Collrns and members of the Commlttee

Thank you for the opportunlty to testrfy on behalf of more than 300 000 members

o of the Amencan Postal Workers Unlon AFL-CIO The APWU is the Iargest

_srngle bargamlng unlt inthe country, and I apprecrate the chance to share with
‘you the views of our members on a most important issue: postal reform. Thank
~ you for your continuing interest ifi this vital subject.

Thrs Commlttee has an. hrstonc opportunrty to protect and preserve the 3
Unrted States Postal Servrce but we must be careful to ensure that our eﬁorts in
~ fact preserve the Postal Service for the American public. Too often, in _»this rush

for postal reform, s‘pecialt interests have been considered without balancing the
broader needs of our nation and‘ its individual ctttiens.

The mailing industry has driven the debate about “postal reform” as it
seeks to shape the Postal Service in a way that will best serve its interests. This
is neither surprising nor bad; but it is very important that the Committee
distinguish between the public interest in universal mail service at uniform rates,
and the interests of major mailers in maximizing their proﬁtst

Postmaster General Jack Potter has called the Postal Service an
“American Treasure,” and he is undeniably right. For nearly 250 years, the U.S.
Postal Service has performed an essential service for the American public. itis
not an exaggeration to say that the Postal Service has “bound our nation
together.”

The stated objective of those who favor postal reform is to offset the

impact of technology on mail volume.. Whether mail volume increases or




decreases, however, the need for a viable Postal Service will be important to our

| cou‘htry. Despite the effects of lhternet c0mmUnica_tioné',,fa}ACSimi‘Ie' machines, and
the felephone, thé unifying role of the POjstaIServicé is'still 'c.;riAtic'aiyl“. A styudy‘ '
releé’s‘ed‘ }in 2603 by the Pew Internet and Améﬁcén Life Pijéct c.:ohclud.evd'that
42 pércent of Americans do not use the Internet. 'V}Sixt'y-tw}o percenf (62%) 6f
Americans with disab‘iliﬁes do.not use the Internet; racial and evthnic» minorities,
the eldeﬂy, and less WQ_II-educated Americans are also less likely to use thé |
Internet. ‘If. the"Posta'l Servicé were not a\)ailéble, fhe d,éépéning d'ivi'de between
the well-off and the not-so-well-off wQuld be much worse. Millions of Ameﬁbans
stillyrely on the Postal Service because they must. For these Americans, there is
no alternative to affordéble universal service. | |
And companies both large and small that are ndt tied tb the mailing .
industry rely on the Postal Service to conduct business. Their interest in a
stable, reliable postal network that provides universal service at uniform rates
cannot be overlooked.
At the Committee’s réquest, my testimony will include an analysis of the
Presidential Commission’s workforce-related recommendations ~ |
-recommendations which we adamanﬂy oppose. | will also share our views on
other important aspects of postal reform. As president of th'e union, foremost
among my concems are the interests of APWU members. But the long-term
health of the Postal Service is also a concern, and we promise to join with those
who seek positive change.

Before | discuss the workforce recommendation in the Commission’s



Report, | urge that ‘;’)rimary attention be fdcused on the fecdmm_ehdation that the
Postal Service be rélievéd'of the military retiree ‘co’sts, én'd that fhe escrow of the
. CSRS contribution be r}esovlve’d.v | | |

| also Waht to édd a third Qonsidérétion that is evqt‘lélnly impo‘rt‘aht. Itis my
uhdérstanding that _the Oﬁice of Personnel Management is proposing to shift fo
th‘e, Postal Service $86 billion in costs that are attr‘i‘butable to previous:'feder'al |
vgovemment érhployméht. This would be an enormous,b_urdén to fhé Posta;l
Service, to consurﬁers, and to the maiiing industry. Correcting fhese three
- problems, and thereby reiieving the Postal Service of these large unjustified
financial burdens, may be the most important agtion that Congress could take to‘
preserve and protect the Postal Service. |

In additibn to the important issues mentioned above, the APWU could -
support changes that include flexible rate setting; the design and introduction of
new pfoducts; the freedom to borrow, invest, and retain earnings; and a
prqhibition against postal discounts that exceed the costs avoided by the Postal

Service.
The Commission’s Deliberations

in considering the specifics of reform, | want to emphasize that the
Commission did not give sufficient consideration to the needs of individual - -
Americans and businesses that are not part of the mailing industry. The hearings

and the Commissioners’ private meetings were donﬁinated by large mailers.



Naturally, their mterests must be conSIdered but not to the exclusmn of all
: others The Commrssnon heard from very few representatlves of consumers or

' the pubhc Only two months before it lssued rts flna! report the Comm\ssmn C

o heard testlmony from former Congressman Bl" Clay, who was testlfylng on :

behalf of the Consumer Alllance'for Postal Servrces. Mr. Clay, who chaired the‘ |
House Committee on Post Office and Civil Service foF years before his
'retirem_‘ent", Zemip'hasiZed that the views of ordinary citizens had not been heard.
As Chairman Clay stated:
“[The Commission] heard from vendors, large mailers, marketers, union
_ representatives, and the Postal Service itself, but the voices of individual
Americans who rely on the mail durlng the course of their dally lives have ,
"~ been missing.” . )

Itis extremely important that Congress look beyond the interests of the

large mailers and examine the public interest.

- Technological Impact on Hard-Copy Communications

The widespread support for postal “reforrn” is based on the oremise that
the Postal Ser\rice is a failing institution — one that is at risk of entering a “death
| spiral.” | believe it is premature to make a final determination on this matter.
We must remember that postal volume continues to recover from the
effects of several national events. The first was, of course, the terrorist attacks of
9/11. That was followed by the anthrax attack that took the ‘Iives of tWo postal
workers.

The combined effects of the 9/11 and anthrax attacks were superimposed



over the recession that began in early 2001, from which we are only now
experiencing a relatively weak and ihconsietent recovery. If one Were_to extract
ihe -ﬁﬁpact of teehnOIogicai diversion, these eyents still would ha\ie had ‘a serioue }
iinpacii on postal VOILiine. e . | o
~ There are positive signs. The Postal Serviee recehtly reporiedthat mail
volume dUring the 2003 holiday-mailing season ihcreased sharply oVer,the ’
previous year, resulting in the highest volume'periodin the history of the Pestal
‘Service. ’Are we to be‘lieve that technolegical impact toek e holiday this ‘ |
Christmas season, or are other factors at work? | |

Ae you are aware, Congressional action to limit teliephone solicitations,
and a renewed concern over e-mail spam are having a positive imp_éct on hard-
copy advertising, and are expected to lead to incre_ased mail volume. It is simply
too early to.make definitive projections on the future of hard-copy
communications.

While' e-mail and the Internet are increasingly used as communication
tools, the expansion of technology is not new. The telegraph and the telephone,
for example, were equally progressive at the time of their development. So we
must be careful not to assume too much about the impact of today's new
technologies on hard-copy communications.

Throughout this recent period of technological upheaval, the Postal
Service has shown a remarkable capacity to provide excellent service.. Despite
declining mail volume, total-factor productivity increased 1.8 percent in 2003,

while service standards were maintained. ‘The postal workforce has been



reduced W|th 11 000 further reductions planned for 2004 These are remarkable
| achlevements partlcularly because the Postal Serwce s ‘mission reqwres

' provudlng umversal servrce to a growmg natron |

Productlwty lncreases in mall processrng, where the_ majority of workers
we represent are employed, have been a major contributor to this strong
performance Since 1986 the number of mail-processing employees has " |

, decllned from a peak of more than 220 000 workers to the present workforce of
~ sllghtly more than 140 000 a reduction of 80, 000 workers.

“These changes have had a profound effect on the mail-proceSs_ing .

~ workers we represent.:‘ But despite the effect, the APWU has never oppose‘d o
automation, as long as the affected ‘workers are protected :and treated fairly - |

consistent with our Collective Bargaining Agreement.

Rate Setting

Because of these unprecedented productivity increases, there is strong
reason to believe that Postal Service revenues could be sufficient to support
universal service, if rates are properly set. Itis critically important that rates be
set to reflect the underlying economic realities.

The APWU has been a vocal critic of unfair rate-setting that benefits some
very large mailers at the expense of consumers and small businesses. Even
more important than the issue of fairness in rate setting, however, is the issue of

the ability of the Postal Service to survive.



The Postal Service’s own data show that WOrksharing discounts provided -
to rnajor mailers exceed the costs avorded by the Postal Servrce These
' excessive dlscounts cost the Postal Servrce hundreds of ml"IOI‘lS of dollars in lost
revenue every year It is not possrble to create a busmess model fora healthy
Postal Service if the rate-setting process contlnues‘ to hemorrhage hundreds of
millions of dollars. Put simply,the Postal Service“ca_nnot break even if-it
continues to artificially subsidize majormailers hundreds of millions of dollars
every year. |

- This problem was acknowledged by the Presidential Commission’s

‘recommendation that all future discounts be limited to the costs ayoided. This is -
simply not Qood enough. That hbrse has left the barn and we need to get it back
to preserve universal service in the public interest. |

Some interested parties, when confronted with the fact that discounts
cannot be justified, have responded by calling for “bottom-up pricing.” This
radical concept, which purports to establish a system whereby mailers pay only
for the services.they use, would actually relieve the largest mailers of any
responsibility for the costs of maintaining a universal system. It would almost
certainly result in surcharges for service to rural communities and low-volume
post offices.

Such a structure would be tantamount to proposing that public education
be funded only by those who have children in school. The proponents of this
radical approach — those who profit from the universal service network — are

eager to avoid paying for it. A self-interested proposal like this is a natural and



predictable posntlon for any proflt-motlvated mdustry to take but ylt cannot fonn a |
ba3|s for publlc pollcy Ultlmately, bottom -up pncmg would destroy the Postal
. Serwce s fmancnal self-sufF C|ency and reqwre Congress to make a ch0|ce T

: between publlc subS|d|es or the abandonment of unlversal serwce | :

And I wnsh to make an important point on the SubjeCt ot future maillvolume
and the impact on the USPS ability to provide universal serviee~~-v'Fhe- cu'rrent/ |
busnness model is not responSIble for the relatlve contribution Ievel between t" rst- |
vclass and standard mail. Even if flrst-class mall contmues to grow desplte the
inroads of technology, the question of dividing institutional costs among all
2 claseesiof mail will remain. vAt present it'takes approx_imately three new piecee of |
standatd mail to makevupfor the loss of one piece of first-class maiI}. Thie |
distribution of costis a oolitical decision that will be unresolved by‘ postal reform.
So, even with robust mail growth far into the’future, postal rate-setters must
revisit the distribution of cost, with or without postal reform.

in sum, the current evidence concerning weakening mail volumes, while
reason for concemn, does not justify the conclusion that sweeping change is
necessary. Elimination of excessive discounts, along with‘ more appropriate

pricing in the future, will bolster postal revenues and preserve universal service.

Discussion of Specific Workforce-Related Commission Recommendations

As the Committee requested, | will now state the views of the APWU on

the specific workforce-related recommendations of the Commission. | begin with




~ our conclusion that the workforce-related recommendatlons are outrageous and

totally unacceptable to me and to the workers | represent And as I have

. prewously said, on the sub;ect of workforce tssues the Report is fundamentally '

drshonest

The Report repeatedly states that the Commrssron supports the rlght of
postal workers to engage 1n"collect|ve‘ bargaining. "‘Nevertheless, it recommends
the establishment of a three-rnernber Postal Regulatory Board, appointed hy the
President, which would have the authority to set the compensation of postel
employees. |

Itis completely inconsistent, and totally unacceptable, for the Commission

to espouse a commitment to collective bargaining while simultaneously

recommending that postal compensation be dictated by an appointed board,
separate and apart from the coIIectlve bargaining process

Testifying before this Committee on Sept. 17, 2003, Co-Chairman James
A. Johnson said that any employee compensation changes would be
“prospective,” and that current employees would not be impacted.' in fact,
commission recommendations would authorize the Board to impose a cap on the
compensation of new employees and to reduce the compensation of current
employees, on a timetable to be dictated by the Board.

Another example of the Commission’s arrogant disregard for coIIective
bargaining is the recommendation that existing no-layoff protection be prohibited

by law. The Commission Report acknowledges that this protection is wholly the

~ product of collective bargaining, but nevertheless recommends that it be
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prohibited.

And while the Commission recommends what it calls “Pay-for-

F_’érfdrménce,” it failé to note ‘that'ther'e is nothing in present law that prohibits or

inhibits pay for pe'rformahc‘e: Under current prdViSions, the Postal Service and

unions are free to negotiate for it.

The Commission seems to believe that postal workers are fools. The

following disingenuous platitudes appear in the Report:

«...plans for modemizing the nation’s postal network...must
effectively utilize the Postal Service’s most valuable asset - its
employees.”

“Essential to this process is the ability of management and labor to
work constructively together to determine the right size of the postal
workforce and to ensure appropriate flexibilities in its deployment.
This is the critical issue when it comes to controlling the future
costs and capabilities of the workforce. Far more than individual -
benefits, the size of the workforce determines the costs of the
workforce.” ‘ '

“First and foremost, Postal Service management must repair its
strained relationship with its employees.”

In contrast to these statements, the Commission’s specific

recommendations are an invitation to open conflict with postal employees. The

Report paid lip service to the importance of good labor relations, while making

recommendations that would assure labor conflict.

1



Bargaining Prbcess_
2 ,‘ The:COmm_‘ission’s fecQ;nméndétiohs t"o;vchang‘ev the collective bargaining
brocess are uriWi’se‘ and would be c‘:ouhterproductivé.k’ Current law per‘r’n‘itsv‘th'e |
vpartvies maxirhlljm.flexibili‘ty in their eﬁoﬁs to resolve their differences. Over the
years, the parties have negotiated every subject“‘identiﬁed" by the Corrimissipn -
health benefits, ﬂeXibility, retirefneht, no-lay—bff protection, wages, atwo4iér
workforce, and many others. When ihe parties have disagreed; they have used
“last best final offer” (LBFO), fact-finding, mediation, fact-finding-mediation; and,
at Iéasf bnce, the part‘ies' mediator became the neutrél intere‘s‘t arbitrator. But
more importantly, mbst often we have agreed at the bargaining table and
concluded negotiations without outsid}e interference.

The Commission is wrong to say that any one of these methods is the
best way of helping the parties reach agreement. Each negotiation session
brings its own challenges, and the best way to meet these challenges is to permit
the parties to mutually agree to adjust to the conditions at hand, rather than to
impose a fixed statutory process. We know how to reach agreement, and the
Postal Service and the unions ha\)e done so 65 times over the 32-year peribd of
coliective bargaining. |

We particularly object to several aspects of mediation and arbitfétion as
recommended by the Commission.  First, the law should not require that a
mediator serve in every instance as an interest arbitrator. If the parties know that

will occur, mediation will become the beginning of Interest Arbitration. The
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momentum of negotiations — which should be carried into any mediation process

- would be _.loét as the parties changé ivn,to an adve"rsa'_rial'modev\before the
- béginning of m"edi;atio'h. 5 |
Second,’-it is entirely wrong‘\to suggeét that fhe bérty—éppdinted 'afbitrators
| in the present system be replaced by addiﬁbnal'neutral arbitrators. ﬁ isa réal
~strength of the present system"tﬁat"'party=appointed arbitrators“-participate as
; arbiti’étbrs ih ’the} hearings and in the deliberative process. . The re‘sult‘ of tht;)ir
parﬁcipation is that the neutral arbitrator’s,decis'ion is informed by a much more
detailed knowledge' of the parties’ interests and arguments thén would otherwise
be possible. | |
Wé also object to a rigidly shorténed timetable for dispute resolution. Oh |

occasion, complicated disputes cannot be resolved within:9¢-days.
Benefits

The Commission urgéd Congress to consider-removing‘ postal employees
from federal retirement and retiree healthcare plans. This would be a diametrical
departure from appropriate public policy. We categorically reject the contention
that it would be appropriate for postal employees, now or in the future, to be paid
fringe benefits that are less than those provided to other federal employees.

In recent years, postal workers have repeatedly stood on the front lines of
homeland security; before they are hired they must‘submit to background checks

and fingerprinting, and they are administered a federal oath of office. It would be
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an insult to their courage and dedication to spggest they should be afforded
something less than federal status

The same is true of workers compensation beneﬂts These mlnlmum |
benefits are not negotiable nor should they be. lt would be mdecent for the |
Postal Service to seek to impose substandard retirement benefits, retiree health
benefits, or workers compensation benet" ts on postal employees s

The Commrssron |gnored the fact that employer contribution rates for

- health beneflts have repeatedly been made the subject of negotiatlons and

Interest arbitration. The present contribution rate for active employees was setin

the 1990 Natronal Agreement, by a neutral arbitrator usmg a “last best final offer”

dispute-resolution mechanism. Contrary to the impression given by the Report,

‘health benefits have been the subject of negotiations.

In this debate over the cost of health benefits, forgotten is the evidence
that rising healthcare costs are due in part to a large number of uninsured or
underinsured Americans. This is not a failure of bargaining, but a problem for
both workers and employers.} This important public policy problem cannot be
solved by shifting costs from employers to employees or retirees.

Health benefits, whether for active workers and their families, for people '
who have been injured on the job, or for retirees and their families, are a very
powerful and emotional issue. It would be a callous act to reduce the health
benefits of postal workers injured by anthrax; to reduce their Injury Compensation
benefits, or to reduce the benefits of the widows of the workers killed by

exposure to anthrax.
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Postal Compens U de the PRA
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The collectlve bargammg prowsnons in exnstlng law have worked well. The

bottom llne is that they have resulted in Iabor costs that have tracked the

| “increase m the Consumer Pnce Index and the Employment Cost- lndex

: We have always belleved that the wages and fnnge beneflts paid by UPS
and FedEx provrde an approprlate and useful comparlson to postal
compensatlonf These are the largest American companies whose workers
perform some of the same tasks that we perform. They are, of course; also
d_ireot competitors of the Postal Service. Thes_e vcompanies oay their‘career |
employees wages and frivnge benefits that compare very fa\rorably to the wages
and benefits our members receive. | | .

Some postal critios have pointed to the fact that employee compensation
as a proportion of total costs is higher for the Postal Servi.ce than;for UPS and
FedEx. This is;misleading. A study of comparative oompany costs shows that
the difference is accounted for by the fact that UPS and FedEx each own a fleet
of airplanes. Because these companies are more capital intensive, their
employee compensation as a proportion of total costs appears to be lower. If the
Postal Service were to invest in its own fleet of airplanes (an investment that
would likely improve service and cut long-run costs), that investment alone would
bring postal compensation costs as a proportion of total costs into line with its

cornpetitors.
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These'cdmparisons are also affeeted by the obligation 'of the Postal
Servicé to provtde universal 'servieeﬁ Letter C'a‘rriers travel their entire route every
day, dellvenng to many addresses W|th relatlvely Iow-volume low—revenue mall
‘This is an |mportant servnce but it is very Iabor mtenswe Package or expedlted
vdehvery compames on the other hand travel only.to those destlnatlons that they}
choose and for which they have been paid a premium.

It rs my understanding that the C,o‘mmittee intends te' hear testimon'y.on
postal cdmpensation frorn Professor Mishael Wachter. It is important that the
Committee understand that Mr. Wachter is a lawyer-economist who has served
as an advocate 'for the Postalv Service in tnterest arbitratidn on postal |
compensation since 1981. ‘His views are not new.‘ I.n c‘ommenting. on his
testimony, the Commissien concluded:

“...the Commission believes it is inappropriate for itself, Congress or

any interested party to settle this debate. Rather, the overriding

public interest lies with entrusting this determination to an

independent entity...."

What the Commission overtooked is that these arguments have been
subjected to serUtiny byfindepehdent neutral arbitrators in every postal Interest
arbitration, beginning in 1984. And they have not been accepted by those
impartial and independent experts.

In addition to the fact that these arguments are wrong, it is important to
observe that the Committee will be hearing them out of their appropriate context.
In the parties’ Interest arbitration hearings, many days are devoted to

consideration of the issue of comparability. Comparability cannot be, and should

not be, determined by resorting to mathematical models.
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When hearing from Mr. 'Wachter the Committee should understand what it
is gettrng a small slrce of the partlsan advocacy used by the partres You erI
not recerve the full body of mformatron reqwred to make a farr determrnatlon of
: comparabilrty

Most notable i in thls regard is the semrnal Interest arbitration award of the
late Dr. Clark Kerr. Dr. Kerr was an mtematronally—renowned ia‘bor economist

and arbitrator' After Ca‘refully considering all the evidence concerning

comparabrhty, Dr. Kerr declared that “comparablllty, like beauty, qurte obvrously,

is in the eye of the behoider This is as it should be, because dispute resolution

o through Interest arbitratron is an extension of the bargaining process. Itis not a

computation; itis a substitution "for the right to strike.
C_Q'LC.MM

In conclusion, | want to return to the most urgent needs of the Postal
Service. The Service needs to be relieved of the burden of paying for military
retirement, at a cost of $27 billion. It also needs to be permitted to make
appropriate use of the savings from the re-calculation of its CSRS contributions,
estimated at $10 billion. In addition, OPM'’s effort to shift to the Postal Service
federal service retirement costs — estimated to be approximately $86 billion —
must be reversed. |

This is not process or procedure; this is real money, and any serious effort

at reform must begin with relief from these burdens. If the objective is to stabilize
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- the Postal Service and secure its future, this is where the process must begin.-

Thank you again for the opportunity to present this testimony. | would be

- pleased to answer any queétions‘ you may have.
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