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1'0 til<' President of the Senate and the

Speaker of the House of Representatives

The General ACcowlting Office has completed a review of certain
aspects of the organization and operation of the postal field service.
We have concluded that there is an urgent need for m.odernizatiort of
thE' basic concepts of operation of post offices, in the interests of econ
on"ly of operations and improved lnail service o In the accompanying
report we are recontmending that the Congress and the Postmaster
General lake certain aclions to accon1.plish such modernization, through
consolidation of mail-processing operations and centralization of the
administrative and flnancial functions of post offices.

T"e pr<'sent organization of the postal field service is based
genet'ally on the 19th century concep'. of an independent post office in
each city, town, or village. There are currently about 33,000 indepen
dent post officf's which, with few exceptions, process their own incom
ing and outgoing mail and arc responsible for their own administrative
.lnd fiJ1an,ia] functions. We believe that this concept of operation must
bC' n'lodf'rnizE"J if satisfactory mail service is to be provided to the

nation in an era of growing as well as shifting populaticn, t"apidly ex
panding mail volull"le, swifter methods of transportation, and increasing
availability of sophisticated machines adaptable to speedy processing
of nlai} in r-nass volurnes.

The pl"f~senl fragmE-'pted system of collecting, canceling, sorting,
and dispatching mail at thousands of independent post offices precludes
the n~partment fron, localizing the full potential of mechanization
processes which are now available. Moreover, we believe that this
problern will become 1110re acute in future years as new uses are devel
oped for electronics in thp. autom.ation of postal facilities.

_ i The i"ost Office Department has Wldertaken several programs to
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" ~ reduce the numbet' of independent post offices and to begin the building
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centers. There are about 550 sectional centers, located so that each
serves as a focal point for mail entering or leaving a given arec~ or
moving between points within the area.

In these programs the Department has sought to cre:>te a system
based on, and adaptable to, the realities of modern tran.,portation and
mail handling methods. However, the concept of ind..pendent post of
fices has become so deeply rooted in the communities served that the
Post Office Department--notwithstanding its wish to provide better
mail service at lower cost--has often reversed or modified its deci
sions in the face of community resistance to changes in the historical
concept of the postal establishment.

Accordingly, it is apparent that there is an urgent need for public
understanding of the importance of a change in the traditional concepts
of organization and operation of post offices.

The opposition to consolidation of postal operations and discon
tinuance of independent post offices has been based ger.>erally upon
fears that (1) postal service would be adversely affected, (2) the com
munity would lose its identity, and (3) postal employees' jobs would
be adversely affected. We believe that these fears are, for the most
part, unfounded, for reasons such as those summarized below:

Fear

Postal service would deteriorate
as a result of the proposed
change.

Rebuttal

It has been the policy of the De
partment not to undertake a
change, without prior assurance
that service to the community
would be equal to, or better than,
that currently provided. In a num
ber of cases service tests have
shown substantial iznprovements in
service as a result of the changes.
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Fear

Los s of an independent post of
fice and the accompanying post
mark would result in loss of
comrrlUnity identity,

Consolidation of postal opera
tions would cause local postal
employees to lose their jobs or
neceositate transfers of job
locations.

Rebuttal

A postmark is only one of many
means by which a community may
be identified, and we believe that
providing community identity
should not be a function of the
Post Office Department when do
ing so affects adversely the effi
ciency or economy of postal
operations, We believe that the
name of a community in a post
mark contributes little or nothing
to the service provided but often
results in added cost and delay in
processing the mail.

With steadily expanding mail vol
ume, shortages of qualified postal
em.ployees in many locations, and
a high rate of turnover of employ
ees, it is unlikely that consolida
tion of postal operations, phased
over an appropriate period of time,
would result in loss of jobs, and in
many, if not most, cases we be
lieve that transfers of jobs could
be adjusted through normal turn
over without transfer of employ
ees.

We are recommending that the Congress consider

-- amending present statutes to provide that the primary criteria
for the establishment, discontinuance, or consolidation of post
offices be the efficiency of the service and economy of opera
tions;

- 3 -
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--eliminating the prohibition against discontinuing independent
post offices at county seats as a result of consolidations; and

--eliminating the restriction against establishing branches or
stations more than 20 miles beyond the outer boundaries of a
city, town, or village in which the principal office is located.

We are recommending that, to the extent possible, consistent
with existing congressional policy and such modifications as may be
made therein, the Postmaster General

--establish the necessary plans and procedures to implement,
over an appropriate period of time, the consolidation of mail
processing operations and centralization of the administrative
and financial functions of post offices;

--discontinue the practice of including the name of a city or
community in the postmark; and

--discontinue the general policy of considering the consolidation
or discontinuance of an independent post office only when there
is a postmaster vacancy_

In commenting on our draft report, the Deputy Postmaster Gen
eral recognized that our recommendations were prompted by consider
ations of economy and efficiency in postal operations but pointed out
some of the difficulties which he believed would be encountered in
implementing our recommendations. The Department's comments
have been recognized in this report,

Copies of this report are being sent to the Postmaster General
and to the Director, Bureau of the Budget.

Comptroller General
of the United States

- 4 -
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REPORT ON

POTENTIAL ECONOMIES AND IMPROVEMENTS

IN SERVICE THROUGH M)DERNIZATION

OF THE POSTAL FIELD SERVICE

POST OFFICE DEPARTMENT

INTRODUCTION

The General Accounting Office has made a review of
certain aspects of the organization and operation of the
postal field service. The review was made pursuant to the
authority in the Budget and Accounting Act, 1921 (31 U.S.C.
53), and the act of September 2, 1960 (39 U.S.C. 2206).
Our review was directed primarily to an evaluation of the
organization and operation of the postal field service as
they affect the cost of post office operations and the
quality of service. The review did not include an overall
evaluation of the cost of operating the Department or of
the service provided.

We evaluated the actions taken by the Department to
obtain economies possible through consolidation of postal
operations and reorganization of postal service areas and
reviewed the legislative history related to the Postmaster
General's authority to discontinue and consolidate post of
fices and to establish postal branches and stations. The
review was made at the Post Office Department headquarters,
Washington, D.C., and at various post offices in the Bos
ton; Chicago; Philadelphia; St. Louis; Washington, D.C.;
and Wichita Postal Regions.

BACKGROUND

The Post Office Department provides services through
about 33,000 independent post offices and about 11,000
branches and stations. Such services include sale of
stamps and money orders; registry of mail; insurance of
mail; and collection, processing, and delivery of mail.
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The act of March 3, 1883 (22 Stat. 600), established a
requirement for the division of post offices into four
classes on the basis of gLoss an~ual receipts. This re
quiremen~ remained virtually unchanged until Public Law 88
426, approved August 14, 1964 (39 U.S.C. 702), provided a
basis for converting gross annual receipts to revenue units
for use in dividing post offices into four classes. A rev
enue unit is the average amou~t of revenue received by the
Department during a fiscal year from postal rates and fees
for 1,000 pieces of originating mail and special service
transactions.

The following table shows a comparison of the gross
receipts used in detern,ining the class of an office under
the act of March 3, 1883, with the gross receipts used in
determining the class of an office on the basis of the
value of a revenue unit for fiscal year 1966.

Class
of office

Gross receipts
Act of 1883 Fiscal year 1966

First
Second
Third
Fourth

S40,OOO and over
8,000 to 39,999.99
1,900 " 7,999.99

less than 1,900.00

$58,596 and over
11,719.20 to 58,595.99

2,220.48 "11,719.19
less than 2,220.48

Stations and branches
facilities provided by the
fied as classified units.
under contract by persons

Since the act of March 3, 1847 (9 Stat. 201), the
Postmaster General has been authorized to establish branch
post offices to facilitate operations of a post office.
Under current legislation, the Postmaster General may es
tablish stations or branches of a post office within 20
miles of the outer boundary of a village, town, or city
having 1,500 or more inhabitants (39 U.S.C. 70S(c)). Under
Post Office Department policy, stations are located within
the corporate limits of the city or town where the post of
fice is located whereas branches are located outside the
corporate limits.

operated by postal employees in
Federal Government are identi
Stations and branches operated

who are not employees of the
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Federal Government are identified as contract units. An
independent post office is under the direct management of a
postmaster, who also has overall responsibility for sta
tions and branches of the post office. A postmaster is re
sponsible to one of the Department's 15 regional offices.
Each classified station and branch is supervised by a su
perintendent. In most instances the main office performs
the mail-processing functions for the stations and
branches.

The number of post offices and stations and branches
and the number of Post Office Department employees at the
close of fiscal years 1964, 1965, and 1966, as reported by
the Department, are shown below.

1964 1965 1966

First-class 4,359 4,439 4,624
Second-class 6,864 6,836 7,125
Third-class 12,922 12,888 12,971
Fourth-class 9,895 9,461 8,401

Total post offices 34,040 33,624 33,121

Stations and branches 10,644 10,962 11,212

Total 44,684 44,586 44,333

Employees 585,313 595,512 675,423

A summary of the results of operations for fiscal
years 1964, 1965, and 1966, as shown in the Postmaster Gen
eral's annual reports, is presented on the following page.
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1964 1965 1966

(000 omitted)

Revenues:
Sales of postage $4,095,572 $4,311,541 $4,568,946
Other revenues and

reimbursements 180,551 171,849 215,21.0.

Total 4,276,123 4,483,39Q. 4,784,186

Expenses:
Administration and

regional opera-
tions 80,544 84,872 86,892

Research, develop-
ment, and engi-
neering 10,513 11,570 11,594

Postal operations 3,917,020 4,255,733 4,616,513
Transportation of

mail 639,441 629,658 684,656
Building occupancy

and postal sup-
plies 176,118 186,930 207,643

Depreciation and
other fixed as-
set write-offs 55,895 59,176 63,067

Mi scellaneous 16,793 15,392 19,721
Expenses funded by

other agencies 31,501 32,509 36,437

Total 4,927,825 5,275,840 U 26,523

Excess of expenses
over revenues:

Attri butab1e to
public services 447,548 511,710 j42,855

Deficiency in rates
and fees 204,154 280,7412. 399,482

Total defici t $ 651 702 $ 792 450 $ 942 337
-=·=--:.~d-;;...:;== .;-=,~ ,'.=. ... , : ::. .:::=-'d-";'.,:" :":"".""



The Postmaster General is authorized to establish post
offices as he deems expedient, discontinue post offices
when the efficiency of the service requires, and consoli
date post offices (39 U.S.C. 70l(a». The Postmaster Gen
eral's authority to discontinue post offices in connection
with consolidations is limited, however, to locations other
than at county seats (39 U.S.C. 701(b». The Department
does not normally discontinue or convert an independent
post office to a branch or station unless a vacancy exists
in the position of postmaster and equal or improved service
can be provided by an alternate means at less cost.

Since July 2, 1836, a statute has provided for the
presidential appointment of certain postmasters with the
advice and consent of the Senate (5 Stat. 87). Currently,
postmasters at first-, second-, and third-class post of
fices are appointed by the President with the advice and
consent of the Senate (39 U.S.C. 33ll(a». Postmasters at
fourth-class post offices are appointed by the Postmaster
General (39 U.S.C. 3311(b».

A list of the principal Post Office Department offi
cials responsible for the administration of activities dis
cussed in this report is shown as appendix I.
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FINDINGS AND RECOMMENDATIONS

POTENTIAL ECONOMIES AND IMPROVEMENTS
IN SERVICE THROUGH MODERNIZATION OF
THE POSTAL FIELD SERVICE

We believe that substantial economies and improvements
in service can be realized through consolidation of the
mail-processing operations and the financial and adminis
trative functions of post offices. Although the Postmaster
General has legal authority to discontinue and consolidate
post offices, the Department's efforts to hold down ex
penses and improve service through consolidation have often
been severely hampered because of community resistance to
changes in the historical concept of the postal establish
ment. We believe that the Congress should consider amend
ing existing statutes to establish the policy that quality
of service and economy of operation will be the primary
criteria in the establishment, discontinuance. and consoli
dation of post offices.

~ The present organization of the postal field service
is based generally on the 19th century concept of an inde
pendent post office in each city. town, or village. In our
opinion this organization does not meet the needs of the
20th century with its rapidly expanding mail volume, dif
ferent population patterns, faster methods of transporta
tion, and sophisticated mechanization.

In 1883. when the legal requirement for the division
of post offices into four classes on the basis of annual
receipts was established, there were 3,680 city and Village
carriers, and fewer than 4 billion pieces of mail Were pro
cessed annually; whereas in 1966, there were 134,037 city
and village carriers plus 30.871 rural carriers, and
75.6 billion pieces of mail were processed.

In the 19t~ century, cities were for the most part
separate clusters of population separated by large rural
areas. The estimated population of the United States in
1880 was about 50 million, of which about 36 million re
sided in rural areas and about 14 million resided in urban
areas. By contrast, the estimated population of the
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United States in 1960 was about 178 million, of which about
54 million resided in rural areas and about 124 million re
sided in urban areas. With the growth of population and
the increasing movement of population from rural to
urban areas, many individual cities have fused into huge
metropolitan areas where city boundaries are no longer dis
tinguishable except on maps.

Transportation in the 19th century was largely by
horse and riverboat or by relatively slow train whereas
transportation today is mostly by airplane, streamlined
train, and motor vehicle on high-speed expressways. Also,
until a few years ago all mail was processed by hand,
whereas today increasing use is being made of mechanized
mail-processing equipment which requires large volumes of
mail for efficient operation.

The concept of independent post offices identified with
individual communities seems to be based on the assumption
that a post office serves mainly the local community. In a
sense, however, each post office serves the entire nation,
since it provides service to every other community in the
nation to which mail may be sent or from which it may be
received. Window and delivery services, which are the ser
vices provided directly to the local communit~, can usually
be provided as readily through a station or branch, or in
some cases through a rural route, as through an independent
post office.

Post Office Department's programs for
consolidation of post office operations

In recent years the Department has initiated several
programs and has continued existing programs directed to
ward consolidating postal operations. These programs in
clude the sectional center concept, the coordinated area
planning program, and the program for the discontinuance of
independent post offices and the conversion of independent
post offices to branches or stations.

Sectional center concept

Since 1958 the Department has established sectional
centers in the United States, Puerto Rico, and the
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Virgin Islands, each of which is designated to serve a
group of associate post offices. As of May 1967 there were
551 sectional centers. The sectional center facility (SCF)
is generally the largest post office in the area and serves
as a focal point for mail entering and leaving the area and
for mail moving between points in the sectional center
area.

The associate offices collect mail originating in
their designated service areas, postmark and sort the mail,
and set up direct pouches for destinations where sufficient
mail volumes warrant. A direct pouch is a sack of mail
identified to one destination post office. The direct
pouches receive little or no handling by the SCF and are
sent on to their destinations. If the associate office has
insufficient mail to make up a direct pouch to a specific
destination, the mail is sent to the SCF for further sort
ing before being sent on to its destination.

The SCF also receives incoming mail designated for the
associate offices. Direct pouches can be forwarded to the
associate office without having been processed by the SCF.
Some pouches, however, contain mail addressed to various
associate offices. This mail requires further sorting by
the SCF before being forwarded to the associate offices.

Under the sectional center concept, the Department has
accomplished limited consolidation of mail-processing oper
ations; however, the associate offices still independently
process most of their mail. Although the SCF is the focal
point for mail entering or leaving the sectional center
area, the SCF postmaster has no management authority over
the associate offices. Both the SCF postmaster and the
postmasters of the associate offices are responsible di
rectly to one of the Post Office Department's 15 regional
offices.

Coordinated area planning program

During the period April 1962 through September 1963,
the Department established the coordinated area planning
(CAP) program in four sectional center areas. The primary

8



feature of the CAP program is the further consolidation of
mail-processing functions at SCFs. Unde~ the CAP program,
the associate offices generally postmark their outgoing
mail, retain mail designated for local delivery, and send
the remaining mail unworked (not sorted by destination) to
the SCF for sorting and dispatching.

In a staff report on the CAP program, dated January
1964, a departmental task force reported, among other
things, that (1) it is feasible and desirable to centralize
distribution of outgoing mail from all post offices within
a sectional center, (2) centralization improves service
through finer makeup, and more direct dispatches are pos
sible with the consolidated volume, (3) through centraliza
tion, space and equipment requirements are reduced in as
sociate offices and are not increased proportionately in
the SCF, and (4) through centralization, personnel and
transportation savings are available.

The task force included in its recommendations that
(1) the CAP program be adopted as a regular and continuing
program of the Department, (2) consideration be given to
centralization of associate office incoming mail in the
SCF, and (3) the feasibility of centralizing administrative
and financial functions in SCFs be explored.

In the first two sectional center areas where the CAP
program was implemented, very little community and employee
opposition was apparently encountered. In the third and
fourth sectional center areas, however, implementation of
the CAP program created strong community and employee oppo
sition. The opposition was generally based on fears that
(1) mail service would deteriorate, (2) the centralized
postmarking and/or handling of mail would cause the commu
nities where the mail originated to lose their identity,
and (3) postal employees' jobs would be adversely affected
because of the centralization of mail processing at SCFs.

Although, at the time of our review, the CAP program
was still in effect in the four areas, the program had not
been expanded.

9



Program for discontinuance and
conversion of independent post offices

For many years the Department has carried out a pro
gram for discontinuance and conversion of independent post
offices where equal or better service could be provided
through an alternate more economical means. During fiscal
years 1965 and 1966, 925 independent post offices were dis
continued or converted to branches and stations under this
program, and the Department estimated that these actions
would result in annual savings of about $2.3 million in op
erating costs.

When a post office is discontinued or converted,
postal services are generally provided by (1) establishing
a contract branch or station in the vicinity of the discon
tinued office, (2) extending rural delivery service from a
nearby post office to the patrons of the discontinued of
fice, or (3) converting the independent post office to a
classified branch or station. Also, in some instances,
city delivery service is extended from a nearby post office
to the patrons of a post office which is discontinued or
converted to a classified branch or station.

When rural or city delivery service is extended to the
patrons of a discontinued office, many of the patrons there
after receive delivery of their mail at boxes in front of
their homes or at their doors; whereas previously they were
required to pick up their mail at the post office.

~~en a post office is considered for discontinuance or
conversion, the Department notifies the postal advisor
(generally a Congressman or Senator from the State where
the post office is located) that an investigation into the
feasibility of discontinuing or converting the post office
is planned. The Bureau of the Chief Postal Inspector is
then requested to conduct the investigation.

After the investigation has been completed, the re
gional director receives a copy of the postal inspector's
report. The regional director has been instructed to no
tify the Department if he does not agree with the postal
inspector's recommendations, and in many instances the
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Department specifically requests the director's recommenda
tions with respect to a particular post office.

In making a decision as to whether to discontinue or
convert a post office, the Department generally considers
the recommendations of the postal inspector and the re
gional director and such factors as (1) whether there is or
will soon be a vacancy in the position of postmaster,
(2) political and community opposition, (3) the comparative
cost of the present and proposed methods of providing postal
services, and (4) whether equal or better service will be
provided by the proposed method. In accordance with an
agreement with the House Post Office and Civil Service Com
mittee, the Department does not generally discontinue or
convert a post office unless a vacancy exists in the post
master's position and equal or better service can be pro
vided by an alternate means.

Advantages of consolidating
post office operations

The consolidation of post office operations enables
the Department to better utilize its personnel, work space,
and mail-processing equipment.

The processing and ultimate delivery of the lnail re
quires that it be sorted by destination. All outgoing mail
receives a primary sort, during which some of the mail is
usually sorted by final destination (city). A portion of
the remaining mail, which has been sorted only by State or
general area in the primary sort, may be gi.ven a secondary
sort by final destination. The residue, or that portion of
the mail not of sufficient volume to be sorted by city, is
sent to another post office which further sorts the mail by
final destination.

Consolidation of the mail-processing operations of
several post offices into one facility increases the volume
of mail sorted by individual destinations and thereby re
sults in more mail being handled as direct pouches and re
duces the need for further sorting at another post office.
Further advantages are available in consolidation of mail
processing operations in that mechanized mail-handling
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equipment can be used to process mail more rapidly and eco
nomically if a sufficient volume of mail is available.

Department standards provide that, to qualify for a
letter sorting machine (LSM), an office must have a daily
volume of 500,000 pieces of first-class originating mail.
The LSM not only processes the mail faster than a manual
operation but also reduces the number of mail handlings be
cause of the greater number of separations accomplished in
each sort.

Manual sorting of outgoing mail is normally accom
plished on a 49-hole separation case at a rate of about
30 letters a minute (see photo on p. 14), whereas the LSM
allows as many as 300 separations, using 12 operators, at a
rate of about 60 letters a minute for each operator (see
photo on p. 15). Tests conducted by the Department have
shown the cost of sorting with an LSM to be from $0.40 to
$2 less, for each thousand letters sorted, than the cost of
comparable manual operations.

Further savings should be available after completion
of the development of the automatic electronic address
reader (optical scanner) for use in conjunction with an
LSM. The Department has stated that an LSM equipped with
optical scanners will sort 36,000 letters an hour and will
require two rather than 12 operators. (See photo on p. 16.)

The Mark II facer-canceler is another type of equipment
which can produce substantial cost savings when used with a
sufficient volume of mail. The Mark II accepts random or
unfaced mail, locates the stamp on each letter by electronic
scanning, cancels the stamp and postmarks each letter, and
stacks the mail with all the addresses facing in the same
direction and the stamps in the same position. The Mark II
can face and cancel mail at the rate of 30,000 letters an
hour.

The Department has other equipment which can cancel
letters automatically at a high rate of speed; however, with
such equipment the mail must first be faced by hand--that
is, positioned with the addresses facing in the same direc
tion and the stamps in the same position on each letter--

12



before being fed into the canceling machine. Tests con
ducted by the Department have shown the cost of facing and
canceling with a Mark II to be about $5.50 an hour under the
cost of the less sophisticated operation which combines
manual facing with automatic canceling.

The DRpartment has various other types of equipment,
such as parcel sorting machines and edger-stackers, which
require concentrations of fairly large volumes of mail for
efficient operation.
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We believe that the present fragmentation of mail
processing operations at thousands of independent post of
fices precludes the Department from realizing the full ad
vantages of mechanization processes which are now avail
able. We believe that this problem will become more acute
in future years as the optical scanner is perfected for
postal operation and as other possible uses are developed
for electronics in the" automation of postal facilities.

Consolidation of postal operations may result in sav
ings in facility costs, in addition to the above-described
savings in the costs of processing the mail. During hear
ings on the Departments of Treasury and Post Office and
Executive Office Appropriations for 1967 (H.R. 14266, 89th
Cong., 2d sess.) before a subcommittee of the Committee on
Appropriations, House of Representatives, the Director of
the Department's Office of Research and Engineering stated
that mechanization provides the capacity for handling
greatly increased volumes of mail, without proportionate
increases in the size of post office bUildings being neces
sary. Thus, as consolidation increases the use of mecha
nized equipment, it should also help to hold down overall
facility costs through more efficient utilization of exist
ing facilities and, in some cases, through obviating the
need to construct new facilities.

We believe that consolidation of postal operations
provides additional savings in the area of supervisory and
administrative expenses. Although we did not attempt in
this review to study in depth the savings available through
consolidation of supervisory and administrative functions,
in our prior report to the Congress on inadequate consid
eration by the Department o{ economies possible through
consolidating operations and reorganizing service areas
(B-114874, dated December 9, 1964) we pointed out that sub
stantial reductions in supervisory and administrative costs
could be realized through consolidation of operations. The
reductions in costs would result both from the eliluination
OX certain supervisory and clerical positions and from the
reclassification of other supervisory positions.
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Following are some examples of consolidations that
have been recently accomplished, or that we believe might
be accomplished, at savings to the Department, without an
adverse effect on mail service.

Example l--A first-class post office
converted to a classified branch

A small first-class post office's delivery area was
completely surrounded by the delivery area of another
first-class post office in a nearby large city. The
smaller post office was converted to a classified branch
during fiscal year 1967, after which 11 city delivery car
riers were transferred to the branch from two stations of
the larger city's post office, thereby alleviating over
crowded conditions at one of the stations, placing the car
riers closer to their delivery routes, and permitting bet
ter use of excess space at the new bran~h.

We evaluated incoming and outgoing first-class stamped
letter mail service prior and subsequent to the first-class
post office's conversion to a branch. Of "incoming mail
tested, before conversion 95 percent was df vered within
2 days of the postulark date, whereas, after conversion 93
percent was delivered within 2 days of the postmark date.
Of the outgoing mail tested, 44 perc"nt received 2-day ser
vice and 56 percent received 3-day service before conver
sion,whereas, 56 percent received 2-day service and 44 per
cent received 3-day service after conversion.

As a result of the conversion, carriers were located
closer to their routes, space was more effectively uti
lized, and, we believe, service was improved.

Example 2--A third-class post office
converted to a contract rural branch

A third-class post office, which served 70 patrons at
an annual cost of about $7,860, was converted to a contract
rural branch early in fiscal year 1967. Since the conver
sion, essentially the same service has been offered at an
annual cost of about $1,500, or at annual savings of about
$6,360.
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We evaluated incoming and outgoing first-class stamped
letter mail service prior and subsequent to the conversion.
All incoming mail tested before and after the change was
delivered within 2 days of the postmark date. Of the out
going mail tested, 78 percent received I-day service, 11
percent received 2-day service, and 11 percent received
3-day service before conversion, whereas 78 percent re
ceived I-day service and 22 percent received 2-day service
after conversion.

Example 3--A third-class post office
discontinued and replaced by
rural delivery service

The annual cost to operate a third-class post office
prior to its discontinuance in August 1966 was about
$7,500. After the office was discontinued, the patrons
were provided with essentially the same service as before
but at an annual cost of about $60; annual savings of about
$7,440 resulted.

The new service was provided by realigning a rural
route and extending rural delivery service to th~ patrons
of the former third-class office. The rural carrier sells
stamps and accepts parcel post and applications for money
orders and thus provides about the same service offered by
the former post office. Further, many of the former post
office's general delivery and lockbox patrons, who previ
ously picked up their mail at the post office, have re
ceived delivery of their mail at their homes since the dis
continuance of the post office.

We evaluated incoming and outgoing first-class stamped
letter mail service prior and subsequent to discontinuance
of the post office. Of the incoming mail tested, before
discontinuance 96 percent was delivered within 2 days of
the postmark date, whereas, after discontinuance 100 per
cent was delivered within 2 days of the postmark date. All
outgoing mail tested prior and subsequent to discontinuance
was delivered within 2 days.

The Department has realized savings in costs from the
discontinuance of this third-class post office, and it
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appears that present service to patrons is as good as or
better than service before the change.

Example 4--Potential conversion of
23 first-class and 2 second-class post offices
into branches of a first-class post office

Although the savings and other advantages realized in
each of the above examples are small in relation to overall
department expenses, our review indicates that there are
similar opportunities for economies and improvements in
service at many of the apprOXimately 33,000 independent
post offices throughout the nation. However, none of the
above examples involved any Jegree of mechanization, either
before or after the change in organization.

We believe that the opportunities for the largest cost
savings, and for the greatest improvements in service
through faster processing of the mail, are available in
larger metropolitan areas where mail now being processed
manually at numerous scattered locations can be concen
trated in a central mail-processing facility and processed
mechEmically.

We made a study of the operations of a highly mecha
nized sectional center post office and of its associate
post officf's wi thin a radius of about 20 miles. 'ihere mail
is processed largely by hand. On the basis of our study,
we estimate that annual savings of about $500,000 might be
realized by converting the 25 associate offices into
branches of the sectional center post office and processing
their m"i 1 in the mech<'l!1ized facility which, at the time of
our review, h"d sufficient unused machine capacity to pro
cess such mail.

This estim3te represent" the savings in manpower costs
which could result from conversion from a manual to a
mechanized operation and does not include any estimate of
additional savings which might be realized from reductions
in supervisory, administrative, or facility costs or from
more efficient alignment of collection and delivery carrier
routes.

20



We are not necessarily suggesting that it would be
feasible to accomplish such a consolidation in this partic
ular metropolitan area at this time or in the immediate fu
ture. This example is cited merely to point out the sav
ings that may be available in this particular area and, we
believe, in other large metropolitan areas, on a long-range
basis through proper planning in the construction of facil
ities. Any major consolidation program should, in our
opinion, be handled on a long-range basis, not only to al
low time for planning and constructing new mechanized fa
cilities, where necessary, to replace the congested and
obsolete facilities that are now in use in some metropoli
tan areas, but also to minimize the effects of consolida
tion on the personnel of the offices involved.
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Opposition to consolidation

In a prior report on the inadequate consideration of
economies possible through consolidating operations and re
organizing service areas in the Post Office Department
(B-114874, dated December 9, 1964), we pointed out that the
Department had not taken full advantage of opportunities to
realize the economies possible through consolidation of op
erations in metropolitan areas and that it had disapproved,
without adequate operational justification, regional di
rectors' recommendations to substitute less costly means of
service for independent post offices at many locations.

In commenting on these matters, the Postmaster General
stated that the Department was consolidating post offices
to the fullest extent practicable, but he emphasized that
in doing so it had to consider the wishes of postal patrons
as expressed directly to the Department and through their
elected representatives.

In a concurrent report, on increased operating costs
resulting from conversion of post office branches to inde
pendent post offices (B-114874, dated December 9, 1964), we
pointed out that the conversion of three post office
branches to independent post offices had resulted in addi
tional expense to the Department, which we believed to be
unwarranted since the service provided by the branches was
considered adequate by the postal inspectors.

The Postmaster General agreed to conduct a thorough
review of the continued operational and service needs of
these three post offices, in accordance with our recommen
dation, and, if circumstances warranted, to take prompt ac
tion to convert these offices to classified branches or new
concept post offices (post offices which have postmasters
but which otherwise operate as branches, with most account
ing and administrative functions and mail processing being
performed by a nearby large post office).

Subsequently, in a letter dated March 3, 1965, the
Postmaster General advised us that a field study at one of
the post offices had disclosed that some savings in opera
tional costs would probably be realized by converting the
office to a branch but that such action would meet with
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strong opposition from the local residents and that the
savings could be offset by the failure to secure patron
cooperation in service matters. He stated further that the
strong public sentiment against conversion at the other two
post offices, as evidenced by protests received by the De
partment after our report was publicized, made further
field studies at those offices inadvisable at that time.

In our current review, we have attempted to analyze
the reasons for the opposition which has hindered the De
partment from pursuing more aggressively the consolidation
and reorganization of service areas and has caused it in
some cases to rescind decisions previously made and an
nounced that would have changed the status of post offices
at specific locations.

We reviewed the Department's files related to its pro
gram for discontinuance and conversion of post offices in
seven of the 15 postal regions. During fiscal years 1965
and 1966 the Department made decisions on 537 post offices
in the seven regions. Of the 537 offices, 353 were discon
tinued or converted. The Department estimated that annual
savings in operating costs of about $948,000 could be ex
pected because of these changes.

Ninety of the 537 offices were not recommended for
discontinuance or conversion, by either the postal inspec
tors or the regional directors involved. The Department's
files show that changes were not recommended primarily be
cause of (1) community opposition to change in the status
of an office, (2) a determination that the service to be
provided by an alternate means would be inadequate. or
(3) a lack of bids for the operation of a contract facil
ity.

The rema~n~ng 94 offices were recommended for discon
tinuance or conversion, by the postal inspectors and/or the
regional directors, but were nevertheless retained in their
existing status. Eighteen of the offices were initially
scheduled for discontinuance or conversion on specific
dates, and plans had been finalized to provide postal ser
vices by alternate means when the Department rescinded its
decisions to discontinue or convert these offices.
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The Department estimated that annual savings in op
erating costs of about $433,000 could have resulted from
discontinuance or conversion of the 94 offices. In some
instances the reasons why the Department did not take ad
vantage of the potential savings were not documented. In
most instances, however, the Department's records indicated
the existence of opposition to the proposed changes, ex
pressed directly to the Department or through elected rep
resentatives of the patrons and employees of the post of
fices.

The opposition to the proposed changes was generally
based upon fears that (1) postal service after the change
would not be as good as that provided by the independent
post office, (2) loss of an independent post office would
mean loss of community identity, and (3) postal employees'
jobs would be adversely affected by the change. Also, in
some instances, the opposition appeared to be predicated
on the fact that historically an independent post office
had existed in the community.

As noted earlier, at the time of our review the CAP
program, apparently because of strong community and em
ployee opposition, had not been extended beyond the four
sectional centers where it had been installed during the
period April 1962 to September 1963. (See pp. 8 and 9.)
Our review of the reaction to the program in the CAP areas
showed that the opposition was centered on the same fears
as those of the opposition to the program for discontinu
ance and conversion of post offices; that is, fears of the
effects on postal service, community identity, and employ
ment.

Regarding the fear of deterioration of service, the
Department's policy has been to discontinue or convert an
independent post office only when equal or better service
can be provided by an alternate means. It has been our ob
servation that the Department is very conscious of its re
sponsibility to provide the best possible mail service to
patrons and that, in all its programs, service to postal
patrons has been a primary consideration. We noted that,
in the four CAP areas, comparisons of service tests made
before and after the installation of the program showed
substantial improvements in service as a result of con
solidating the processing of outgoing mail.
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Our analysis of the Department's files relating to the
discontinuance of independent post offices showed that the
quality of future service had been of the utmost importance
to the Department in making its decisions. We noted that,
in many cases where post offices were discontinued or con
verted, postal patrons who had formerly been required to go
to the post office for their mail received door or curb de
livery of mail after the change.

Correspondence, newspaper articles, and other informa
tion in the Department's files indicate that a major factor
in cornn~nity resistance to consolidation and reorganization
of postal service areas is the fear that the identity of
the community is affected by whether it has an independent
post office bearing its name or is served by a branch or
station of another post office. In a letter dated May 21,
1964, commenting on the draft of our prior report, the
Postmaster General advised us that:

"Traditionally and historically, a post of
fice has been the most important means through
which a community is identified; it is often the
only continuing contact the people have with their
Federal Government."

We believe that it should not be a function of the
Department to provide community identity when doing so
affects the efficiency or economy of the postal operation.
We believe that postal patrons have a right to expect two
principal services from the Department: (1) a conve
niently located facility or other means of buying stamps,
mailing letters and parcels, and receiving other services
provided by the Department and (2) prompt and expeditious
handling and delivery of outgoing and incoming mail. Ex
cept in unusual circumstances these services can be pro
vided just as well, in our opinion, by a branch or sta
tion, and in some cases by a rural route, as by an inde
pendent post office.

One factor which tends to encourage the association
of community identity with an independent post office is
the use of a postmark to identify the city or community
where the mail is canceled.
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In some cases, when an independent post office has
been converted to a branch or station, the Department has
agreed to maintain the postmark for mail deposited in the
branch facility and in certain collection boxes. This
practice prevents the Department from realizing the full
economic and service benefits of the consolidation because
the mail collected must first be faced and canceled at the
branch before being transported to the main office for pro
cessing. Besides there being a loss of time and added ex
pense involved in the extra handling of the mail at the
branch, in many cases this process could result in the
mail's being canceled on a less efficient machine than the
Mark II facer-cancelers that are used in the large post
offices.

As noted earlier, in the CAP program the postmarks are
maintained for all associate offices for which processing
of outgoing mail is centralized in the SCF. Transporting
the mail to an associate office and canceling it there
causes a loss of time and additional expense over what
would be incurred if the mail could be transported directly
from the collection boxes to the SCF for processing.

In a few cases under the CAP program, mail from cer
tain associate post offices has been transported directly
to the SCF where it was canceled, using the postmark of the
associate post office. Although this procedure avoids the
expense of extra handling at the associate office, it still
results in some inefficiency because the mail from that as
sociate office must be segregated from other mail until
canceled and the procedure requires maintaining a canceling
machine with a separate die for the associate office. For
the same reasons, it probably would be impracticable for
the SCF to use this procedure for more than one or two as
sociate offices.

We believe that the name of a city or community in a
postmark contributes little or nothing to the service pro
vided by the Department but results in additional expense
and delay in processing the mail and in additional resis
tance by communities to consolidation of postal operations.
Therefore we believe that the use of city and community
names in postmarks should be discontinued and that the zip
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code of the sectional center area and/or the name of the
State should be substituted therefor.

Another factor which in our opinion ehcourages the as
sociation of community identity with an independent post
office is the designation of postal facilities as indepen
dent post offices, branches, or stations. These designa
tions give little indication of the type or quality of ser
vice provided by a facility or even, in many cases, the ex
tent to which incoming and outgoing mail is processed in
the facility.

Nevertheless, although the average postal patron may
consider any postal facility which provides window and
lockbox service as a post office, local officials, civic
associations, and other groups concerned with promoting the
growth and identity of the community often consider the
fact that their facility is designated as a branch or sta
tion as an indication that the Department considers their
community of lesser importance and perhaps gives it poorer
service than communities which are served by independent
post offices.

An example of this type of thinking is illustrated by
the following excerpt from a newspaper editorial of April
1965 revealing that a city which was receiving postal ser
vices through a post office located in an adjacent city had
just been notified by the Department that it was to receive
an indepzndent post office.

"So we are to have our own Post Office! To
some this may not seem so much; but to us here***
it is truly a giant step forward. Identity is
important at any stage of a city's development;
never more so than in the early years. *** It's
one more big step forward for our city!"

A news item about a year later in the same newspaper,
reporting on further progress on the establishment of the
post office, stated:

"Immediate steps are being taken to acquire
suitable quarters for this post office ***. Such
a local post office will be under the direction
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of a postmaster and will also have an assistant
postmaster. This postmaster, to be· named later,
will have complete charge of the local office as
well as having responsibility for customer rela
tions, acceptance of mail matter, d~livery ser
vice and the authority to appoint employees ***.
Under this new concept all outgoing and incoming
mail, the accounting and some administrative
functions of the *** post office will be per
formed in the [nearby city] post office as it is
presently being done."

As indicated in the above editorial and news item,
there was to be little or no change in the service to be
provided to the community and the main advantage to the
community would be the prestige of having an independent
post office and postmark bearing its name, at the cost to
the Department of a new facility and the salary of a
postmaster.

The resistance of employees to changes in the estab
lished methods of providing postal services to communities
is apparently due to understandable fears of the loss of
employment and/or transfers of job location. In his letter
of May 21, 1964, the Postmaster General mentioned the dis
ruptive effect that widespread consolidation would have on
the work force, as well as the unsettling effect on employee
organizations. He stated that:

"In a recent case, where the adjustment in
volved transferring only a few employees, the
State employees' organization established a spe
cial fund to fight the proposed changes."

With steadily expanding mail volume, shortages of
qualified employees in many locations, and a high rate of
turnover of postal employees, it is unlikely that consoli
dation of postal operations would result in loss of jobs by
postal employees, and in many, if not most, cases transfers
of jobs could be adjusted through normal turnover, without
transfer of employees. Where transfers would be necessary,
they would probably be within the area of the same sec
tional center and in many cases would probably not neces
sitate a change in residence. The more liberal provisions
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recently passed by the Congress regarding transfers of em
ployees (Public Law 89-516) would provide financial as
sistance to those employees who change their residence.

We recognize that the Department has an obligation to
consider the effects on employees of any changes in organi
zation and operations and to accomplish such changes in a
manner that would minimize the adverse effects on the em
ployees. We believe, however, that this obligation shoul.d
not be carried to the point of deferring, indefinitely,
changes that would reduce operating costs and improve
postal service.

We believe that the Department should discontinue the
general policy of considering the closing or conversion of
a post office only when there is a vacancy in the office of
postmaster and should protect the incumbents of these posi
tions through the 2-year salary retention provisions now
provided by law (39 U.S.C. 3560) and by offering them com
parable supervisory positions whenever possible.

As a long-range objective, we believe that the Depart
ment should move toward complete consolidation of mail
processing operations and administrative and financial
functions at SCFs. To obtain maXimum cooperation of all
communities within the sectional center area and to give
recognition to the natural reluctance of patrons in rural
areas and small urban areas to their being dominated by
large cities, we suggest that the SCF be identified with a
general area name rather than with a city name and that all
post offices in the sectional center area be made, in ef
fect, branches or stations under the SCF. The individuals
in charge of these facilities could continue to bear the
title of postmaster if desired, provided that salaries of
such positions were established commensurate with the re
sponsibilities and functions performed. Regardless of their
position titles, we believe that they should be respon
sible to the director of the SCF rather than to the regional
director, to whom postmasters are presently responsible.

Each postal facility offering window and/or other ser
vices to the public would be identified as a post office
and could bear the name of the city or community where it
is located. However, in the establishment of collection
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and delivery routes, municipal boundaries should be ignored
wherever doing so would result in more efficient opera
tion. Under this concept, the function of the SCF would be
to sort and dispatch the mail, whereas the function of the
post offices would be to provide direct service to the pub
lic, such as window and lockbox service and delivery of
mail. Little or no mail processing would be performed in
most post offices and would be generally limited to local
mail.

Such an objective would have to be implemented over a
period of time, phasing the absorption by SCFs of the mail
processing function of post offices in such a manner as to
give appropriate consideration to the costs of operation,
the quality of service provided, and the effects on employ
ees. While some new SCFs might have to be constructed to
handle the consolidated volumes of mail, the need for many
other new facilities, in our opinion, would be obviated.
We believe that, in many cases, post office facilities
which are no longer adequate to handle present volumes of
mail would be adequate for additional years to come if the
functions of post offices were reduced to providing window
and lockbox service and delivery service.

The question may be raised as to whether it is practi
cal to centralize in an SCF the processing of mail origi
nating in or destined for post offices that are as much as
50 or 100 miles away. However, SCFs are so located in re
lation to transportation that most of the mail going into
and coming out of the sectional center area funnels through
the SCF. There is daily transportation between the SCF and
each of the associate offices, and with proper scheduling
there should be no delay of the mail. In some cases the
mail might be expedited because of the reduction in the
number of processing operations needed as a result of con
solidation and mechanization.

The SCF, in our opinion, could provide overnight mail
service between any two cities in the sectional center
area. Originating mail designated for a local business or
lockbox addressee could continue to be processed, if de
sired, by the local post office rather than by the SCF. We
noted, however, that, in one CAP area, mail which is de
posited by 9 a.m. in any city in the sectional center area
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is presently processed at the SCF and is available for de
livery on the same day to general-delivery and lockbox
patrons anywhere in the sectional center area. Some of the
associate offices in this area are located about 60 miles
from the SCF.

Nevertheless, we recognize that, because of transporta
tion patterns, the distances involved, or other circum
stances, it might be desirable to have more than one SCF in
a sectional center area.
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