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THE PRESIDENT’S COMMISSION ON POSTAL
ORGANIZATION

1016 SIXTEENTH STREET, N.W., WASHINGTON, D.C. 20036

The President
The White House
Washington, D.C. 20500

Dear Mr. President:

I have the honor of transmitting the Report of the President’s
Commission on Postal Organization in compliance with Executive
Order 11341 dated April 8, 1967.

You asked this Commission to “conduct the most searching and
exhaustive review ever undertaken . . .” of the American postal
service. We have complied with your mandate.

You asked us to “determine whether the postal system as presently
organized is capable of meeting the demands of our growing
economy and our expanding population.” We have concluded
that it is not.

Our basic finding is that the procedures for administering the
ordinary executive departments of Government are inappropriate
for the Post Office. We recommend, therefore, that Congress
charter a Government-owned Corporation to operate the postal
service. The corporate form would permit much more successful
operation of what has become a major business activity than is
possible under present circumstances. The benefits which would
flow from the introduction of modern management practices
include not only greatly improved mail service but the early
elimination of the postal deficit and far better career opportunities
and working conditions for the individual postal employee.

We have only praise for former Postmaster General Lawrence

F. O’Brien and his staff. The Congress, the Executive Branch and
the postal management and labor force have worked hard to
provide good service. In view of the handicaps which the present
structure imposes, they have done a remarkable job. It has become
evident, however, that the postal service cannot keep pace with the
demands of our society unless it is given a basic change in direction.

Our recommendations for a major reorganization of the Post Office
Department are set forth in this Report. We urge their adoption.

Respectfully,

<~ Lafr2_

Frederick R. Kappel
June 1968 Chairman
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Summary




T uE United States Post Office faces a crisis. Each year it slips

further behind the rest of the economy in service, in efficiency and in
meeting its responsibilities as an employer. Each year it operates at a huge
financial loss. No one realizes the magnitude of this crisis more than the
postal managers and employees who daily bear the staggering burden of
moving the nation’s mail. The remedy lies beyond their control.

Although the Post Office is one of the nation’s largest businesses, it
is not run as a business but as a Cabinet agency of the United States
Government.

The Post Office has always been operated as if it were an ordinary
Government agency: its funds are appropriated by Congress, its employees
are part of Civil Service, its officials are subject to a host of laws and
regulations governing financial administration, labor relations, procurement
and purchase of transportation. Major managerial decisions are made
through the legislative process: Congress sets postal rates and wages,
governs Postmaster appointments and approves or rejects construction
of individual post offices.

In what it does, however, the Post Office is a business: its customers
purchase its services directly, its employees work in a service-industry
environment, it is 2 major communications network, it is a means by which

much of the nation’s business is conducted.

Furthermore, it is a big business. In Fiscal Year 1967 the Post Office
collected $4.96 billion in revenues and spent over $6.13 billion. (The $1.17
billion deficit was made up by the Federal Treasury.) Its 716,000




employees, working in over 44,000 facilities in virtually every city and
town in the land, processed almost 80 billion pieces of mail last year,
three-fourths of which was originated by business. Within ten years total
volume is expected to exceed 110 billion pieces.

This Commission has concluded that the challenges faced by this
major business activity cannot be met through the present inappropriate
and outmoded form of postal organization.

The postal system must be given a management system consistent with
its mission if it is to meet its responsibilities as a supplier of a vital service,
improve the working conditions and job opportunities of its employees
and end a huge and completely unnecessary drain on the Federal budget.
Piecemeal changes to the present system will not do the job: a basic
change in direction is necessary.

Were the postal system being started today, it might well be operated
by a privately-owned regulated corporation not unlike the companies
which operate other communication and transportation services in this
‘country. We have concluded, however, that a transfer of the postal
system to the private sector is not feasible, largely for reasons of financing;
the Post Office should therefore continue under Government ownership.
The possibility remains of private ownership at some future time, if such
a transfer were then considered to be feasible and in the public interest.

There is a way, however, within the compass of Government, to give
the Post Office an organizational structure suited to its mission.

We recommend that a Postal Corporation owned

entirely by the Federal Government be chartered 1
by Congress to operate the postal service of the page 55%%
United States on a self-supporting basis.*

Full management responsibility and authority would be vested in a
Board of Directors who would be charged with providing the nation with
a superb mail system, offering universal service at fair rates, paying fair
wages to postal employees and giving full consideration to the public
welfare. We propose a nine-man Board of Directors with six appointed
by the President, with the advice and consent of the Senate, and three
selected as full-time Officer-Directors by the Board itself. The Board
should be given authority to establish levels of compensation competitive
with private industry for top management officials, including the three
Officer-Directors.

*Comment by Commissioner Meany:
I agree with the goal of modernizing the postal system and improving working con-
ditions and job opportunities for its employees. However, the status of the Post Office
as a Cabinet Department has a positive value that should not be discarded lightly.

*#Page numbers in italics refer to full discussions of each recommendation in
Chapter 3.
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The Corporation would have the objective of supporting itself
completely from its revenues: operating efficiencies and a sound rate
structure would over time be expected to eliminate the postal deficit.
The Corporation would be given direct access to its revenues and have
authority to borrow in its own name to finance modern facilities for better
postal service and lower operating costs.

We recommend that the Corporation take

immediate steps to improve the quality and 2
kinds of service offered, the means by which page 57
service is provided and the physical conditions

under which postal employees work.

The nation should not be asked to run the risk of a breakdown in its
postal service. The Corporation management should not only upgrade
the reliability of day-to-day mail delivery to both urban and rural areas,
but should also turn its attention to the unfilled needs of the public for
additional postal services, such as guaranteed fast delivery. Only a Post
Office quick to identify and meet market needs can successfully serve
a changing economy. Obsolete and inefficient postal facilities should be
replaced. Existing technology must be fully applied and new technology
brought to bear through vigorous research and development. Every effort
should be made to provide postal employees with a work environment
comparable to that found in the finest American enterprises.

We recommend that all apgsintments to,
and promotions within, the postal system 3
be made on a nonpolitical basis. page 58

Providing the nation with a superb mail service is not a partisan

! issue: postal purposes do not change with the national administration.
The postal system deserves the best talent available and all employees
deserve career opportunities based on ability and performance. The
present patronage system cuts off the opportunities of many potential
managers among career employees and inevitably has an adverse effect
upon morale. Moreover, it is an unwarranted drain on the time and
energy of members of Congress and officials of the Executive Branch.

We recommend that present postal employees

be transferred, with their accrued Civil 4
Service benefits, to a new career service page 58
within the Postal Corporation.

A new personnel system tailored to the unique character of the
Post Office is an essential step toward the flexibility needed in postal
personnel administration. All present Departmental and field employees
‘ would be transferred from the Federal Civil Service to the new service
| with their accrued pension rights, leave, pay and seniority.




Although the postal work force is highly unionized, little real
bargaining takes place between labor and management. The most
important issues—even many work rules—are established by law.

3 Conditions of employment for non-managerial employees would in

‘ the future be established by collective bargaining between postal labor
and management. Salary and fringe benefits would be negotiated
considering competing wage levels, the principle of comparability, where
possible, or a similar standard of equity. The compensation structure

of management, professional staffs and related personnel would be
established by the Board of Directors.

We anticipate a widening of opportunity for all postal employees.
Within the new career service they would be provided with far better
training and educational opportunities to qualify them as fully as
possible for increased responsibilities. Direct negotiations would provide

a new and useful means of resolving local and national employment
issues, a means through which cooperative efforts could yield rewards
-to both parties.

The parties would be free to establish binding arbitration procedures
for the resolution of disputes which arise between them. If they choose”
not to, however, and if an impasse arises which is not settled by
mediation, the dispute would be referred to the President of the
United States who would be authorized by the enabling legislation to
devise a suitable mechanism to cope with the impasse. The existing
ban on strikes by Federal employees would apply to the Postal
Corporation.

We recommend that the Board of Directors,

after hearings by expert Rate Commissioners, 5
establish postal rates, subject to veto by page 61
concurrent resolution of the Congress.

One of the most serious shortcomings of the present Post Office
is its inability to set the prices for its services. Public confidence in the
fairness of the rate structure is undermined by the acrimony which
often accompanies legislative rate-making under present circumstances.
The Post Office remains the only major public utility with rates set by a
legislative body. Burdened with far more important responsibilities,
Congress should not be asked to deal with the intricacies of postal
rates. Rate-making and the development of new services are complex,
interwoven responsibilities which need the detailed attention of experts
in economics, accounting, marketing and engineering.

The Corporation’s Board would set postal rates in the public interest
based on actual cost of service, value to those served and changing

market demands. Meaningful information on the cost behavior of

4
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each postal activity audited by independent professional accountants
would be provided by a modern cost accounting system replacing the
outmoded Cost Ascertainment Systemn in use since 1926.

Were we to recommend a privately-owned Post Office, regulation
by an independent Federal commission would be a natural corollary.
We see no advantages, however, and serious problems, in proposing
regulation of a Government corporation by another Government
! body. We recommend, instead, that proposals for rate changes made
v by the Postal Corporation become effective after 60 days unless vetoed
; by concurrent resolution of Congress. Though freed from involvement
in technical details, Congress would still exercise policy control over

rates through this veto power.

] Congress may decide to continue special low rates for certain items
such as library materials, braille publications and mailings by charitable
organizations. Our Report proposes a method of financing any such
. subsidies.

Since we see no reason why the general mail user should
be subsidized by the taxpayer, we recommend that the postal
service should become completely self-supporting as quickly as
{ possible. It should not be necessary, however, to depend upon
§ ' rate increases alone to close the cost-revenue gap. Indeed,
the productivity improvement modern management can achieve in
the Post Office should permit the elimination of most of the
deficit through operating efficiencies.

The Nation’s Reward

The United States postal system is in serious trouble today
because of decades of low priorities assigned its modernization and
management needs. Years of lagging productivity have created
a gap between postal performance and that of other industries—a
gap which represents at the same time a hazard and an opportunity.

We have already witnessed a postal collapse in a major
American city. This Commission is convinced that a similar
breakdown could occur again in any part of the country.

The risk will continue as long as the Post Office is denied the
authority and the resources to put its house in order.

On the other hand, a great opportunity exists to improve
postal service, cost performance and the circumstances under
which postal employees work. )

. The Commission and its contractors have examined postal
operations carefully. It is our considered judgment, based on
first-hand observation, that postal costs can be reduced by at least

‘1




20% if the normal investment and operating practices used in
private industry are made available to postal management.

Several years after the Corporation is under way, therefore,
it should be able to eliminate entirely the postal deficit, releasing
over a billion dollars a year of tax money to other purposes.

The long-run potential for improvement, furthermore, is so high
that we are reluctant to estimate its size.

The cost savings we expect would not jeopardize the employment
of any present postal employee. In recent years total postal
employment has increased sharply with the rise in mail volume.
The introduction of cost saving practices in the face of ever
greater mail volumes should mean that employment will rise
more slowly. Even if employment ultimately declines, the high rate
of personnel turnover (23% per year) assures today’s employee
that steps toward improved financial performance do not threaten
his job tenure.

We must point out that adoption of our recommendations
will produce no overnight miracles. Heavy investment, financed
both by appropriations and by borrowing in the market, will be
required. It is unlikely, of course, in an era of rising costs that
rate increases can be entirely avoided. What lies ahead,
however, after the new Corporation’s shakedown period is:

* dependable postal service, at fair prices, fully responsive to
the public’s needs;

* a soundly financed and self-supporting postal system;

* better working conditions and greatly increased career
opportunities for one of the nation’s largest work forces.

If the Post Office is given a single goal of providing the
nation with a superb mail service, and given as well the
management capacity and operating freedom to achieve that goal,
the energies of workers and managers can be turned to the
creation of a postal service appropriate to a vigorous economy,

an innovative society and a purposeful nation.




