 SEQ CHAPTER \h \r 1
July 2, 2003



Mr. James A. Johnson and Mr. Harry J. Pearce

Co-Chairs

President’s Commission on the U. S. Postal Service

1120 Vermont Avenue, NW




Suite 971

Washington, D.C.  20005

Dear Mr. Johnson and Mr. Pearce:

I want to thank you for soliciting the response of James Medoff to the testimony of Michael Wachter and posting it along with my cover letter of May 29, 2003 on your web site. Your willingness to consider both sides of the debate on pay comparability is much appreciated.  In that spirit, I wish to submit the attached response to the testimony of Thomas Rand, who appeared before the Commission on May 28th in Washington, D.C.  Like Dr. Wachter, Mr. Rand has been a management-side witness in postal interest arbitrations.  As with wages, the Commission will be able to achieve a more complete understanding of the issue of benefit comparability and the enormous complexity of the issue by considering a broader range of evidence.

Before briefly drawing your attention to the key points in the attached, I would like to clear up a misconception about USPS benefits.  The Postal Reorganization Act (PRA) does not forbid the Postal Service and its unions from negotiating over employee benefits. In fact, the PRA -- Title 39, Section 1005(f) -- contemplates “variations, additions, or substitutions” with respect to fringe benefits.  The parties have voluntarily maintained their participation in most of the government-wide benefit programs while negotiating the details of coverage.  For example, the parties have negotiated cost-sharing provisions for health benefit premiums since the early 1970s.  Nevertheless, the parties realize, and the Commission should understand, a decision to withdraw from these government-wide benefit programs would adversely affect these programs and would prompt bi-partisan political opposition in Congress.

The attached response deals with Mr. Rand’s testimony in greater detail, but I wish to highlight a number of important points:

$ 
Rand’s conclusion that postal benefit costs dramatically exceed private sector benefit costs is erroneous because: (1) his analysis does not control for key factors such as firm size, industry and other relevant variables, and (2) the database he relies on, the Employer Costs for Employee Compensation series (ECEC) from the BLS grossly understates the actual benefit costs of private sector employers.  It does this by including large numbers of small and medium size businesses (which are by definition not comparable to the Postal Service) that provide few if any fringe benefits typically provided by large employers like the Postal Service.  The resulting average costs are misleadingly low due to the inclusion of employers with zero or limited benefit costs.
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$ 
The ECEC series cited by Rand demonstrates the importance of controlling for industry.  Although the series offers few industry breakdowns, it does include one for the Pubic Utilities and Communications (PUC) sector of the economy, which is made up of network industries that are fairly comparable to postal services.  The data shows that benefit costs for blue collar workers in PUC industries stood at $9.94 per work hour in December 2002 -- a figure that is roughly comparable to the $10.17 figure for full-time postal employees.  The PUC figure is 58% greater than the average figure for all full-time workers in private industry that Rand compared to postal benefit costs – even though it includes part-time workers (who often receive reduced benefits) and workers whose firms do not provide benefits.  Postal benefits are comparable when a fair standard is used.    

$ 
On retirement benefits, Rand suggested that private employers are increasingly adopting defined contribution plans but failed to make it clear that the federal government, which includes the USPS, has already done so.  FERS, the plan for postal employees hired after 1984 which covers 70% of the postal workforce, has a large defined contribution component.  Rand incorrectly asserted that both FERS and CSRS provide “unlimited protection against inflation.”  In fact, FERS does not provide cost-of-living adjustments (COLAs) to early retirees (those retiring before 62) and typically pays less than the rate of inflation (CPI minus one percent).  Although FERS and CSRS provide good pension benefits, including benefits for early retirees, many very large private companies do so as well.  

$ 
On health benefits, Rand cited a Mercer study that shows private sector employees pay a much higher share of premiums than postal employees (31% vs. 16.5%).  But there is no indication that the firms surveyed by Mercer are comparable to the USPS or that the workers covered are comparable to postal employees.  Data on employer-provided health plans collected by the U.S. Department of Health and Human Resources shows that employees of large firms (those with 1,000 employees or more) pay an average of 18.4% for self-only coverage and 20.5% for family coverage.  (The figures for such employees in the “utilities and transportation” sector are even lower: 10.5% and 14.4% respectively.)

$ 
Rand failed to address the benefits of truly comparable workers employed by other national delivery firms.  If the Commission compares the benefits of full-time employees of the USPS with those of similar workers at United Parcel Service and Federal Express, it will conclude that postal benefits are comparable, not excessive. 

I request that you post the attached response on your web site alongside the Medoff statement on pay comparability.  I am confident that it will aid you and your colleagues as you grapple with the issues covered by your May 28th hearing.  Thank you again for your time and consideration.

Sincerely,

William H. Young

President

cc: 
Members of the President’s Commission on the U.S. Postal Service


Executive Director Dennis Shea
