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Chairman Carper, Ranking Member Coburn, and Members of the Senate Homeland Security and 

Governmental Affairs Committee: 

 

On behalf of the five million federal and postal workers and annuitants represented by the 

National Active and Retired Federal Employees Association (NARFE), I appreciate the 

opportunity to express our views regarding postal reform proposals considered and discussed 

over the past couple of years and during the hearing on February 13, 2013, titled “Solutions to 

the Crisis Facing the U.S. Postal Service.”     

 

This statement will focus on NARFE’s concerns with the following: 

 

(1) Misguided proposals to separate postal employees and/or retirees from the Federal 

Employees Health Benefits Program (FEHBP). 

   

(2) Unjustified and unfair proposals to reduce workers’ compensation benefits for federal 

and postal employees disabled by a job-related injury or illness when they reach 

retirement age or if they have dependents. 

 

(3) Postmaster General Patrick Donahoe’s proposal to eliminate completely Federal 

Employees Retirement System (FERS) annuities for postal workers. 

 

(4) Postmaster General Patrick Donahoe’s unilateral plan to reduce postal delivery from six 

to five days despite the longstanding and continually re-enacted legal mandate requiring 

six delivery days. 

 

Federal and Postal Employee and Retiree Health Benefits 

 

NARFE has serious concerns with the United States Postal Service (USPS) proposal to create a 

separate health benefits plan for postal employees and retirees, as well as concerns with other 

proposals to place Medicare-eligible or Medicare-enrolled postal employees and retirees into a 

separate FEHBP plan. 

 

USPS Health Care Plan 

 

In August 2011, the USPS proposed removing postal employees and retirees from FEHBP, 

creating a new USPS-administered plan.  Postmaster General Donahoe reiterated his support for 

the proposal in his testimony before the Committee.  Members of Congress from both sides of 

the aisle rightfully ignored the proposal in crafting various postal reform solutions during the 

previous Congress due to its clearly identified shortcomings, and should do so again. 

 

The USPS proposal is a roundabout way to terminate its requirement to prefund future retiree 

health benefits over the accelerated 10-year period required by the Postal Accountability and 

Enhancement Act of 2006, P.L. 109-435.  By doing so, it saves money in the short term for the 

Postal Service simply by removing the prefunding obligation, not by achieving any efficiency in 

the administration of a health insurance plan.  A much easier way to lessen the burden of the 

prefunding requirement without impacting benefits is to do it directly, adhering to standard 



2 

 

accounting practices by allowing for payments amortized over a longer period of time.  NARFE 

supports relieving the current, burdensome prefunding requirement; but by doing so directly, not 

by undermining the entire FEHBP.  

 

A USPS-administered plan would cost money for both USPS and the federal government.  First, 

it would duplicate the administrative costs already incurred by the Office of Personnel 

Management (OPM) in its administration of FEHBP.  Second, it would split, and therefore 

decrease, the size of the risk pool for purchasing health insurance for both federal and postal 

employees.  This would reduce the purchasing power of both a USPS-run plan and FEHBP, 

likely leading to increased premiums for both groups.   

 

There is no reason to believe that USPS could provide more efficient or higher quality health 

care than FEHBP, which is recognized by experts as a model for health insurance reform.  USPS 

is not an expert in the administration of health benefits program, and has not detailed any ideas to 

improve the administration of FEHBP.  Rather, its primary way of achieving health care cost 

savings (other than the elimination of the prefunding requirement) is simply to reduce the value 

of the benefits it provides its employees – something the USPS acknowledges explicitly in its 

proposal.    

 

On March, 27, 2012, Walton Francis, a neutral, nonpartisan expert on FEHBP and health 

insurance, testified before the House Oversight and Government Reform Committee on the 

USPS proposal.  While we are not endorsing all of the arguments he made in his testimony, it 

should be required reading material for anyone seriously considering supporting a USPS-

administered plan.  Notably, take heed of his assessment that “[t]he USPS proposals would 

massively disrupt or destroy the FEHBP, the single most successful health insurance program 

ever operated by the United States government. In destroying the FEHBP, the USPS would 

disrupt the health insurance of 8 million Americans, and breach statutory entitlement promises 

made to millions of Federal retirees.”
1
             

 

Separate FEHBP Plan for Medicare-enrolled or Medicare-eligible Postal Employees and 

Retirees 

 

Last Congress, two different proposals that would have moved subsets of postal employees and 

retirees into a separate FEHBP plan were included in different versions of S. 1789 (112
th

 

Congress), the 21
st
 Century Postal Service Act of 2012, but were ultimately struck from the 

legislation that passed the Senate.  At the time, NARFE had concerns regarding how each 

proposal affected participant choice of health plans as well as the cost of FEHBP premiums for 

federal employees across-the-board.  Similar proposals should be met with a healthy dose of 

skepticism. 

 

As originally introduced, S. 1789 would have: (i) mandated all non-enrolled, but Medicare-

eligible postal employees and retirees to enroll in Medicare, granting a waiver of late enrollment 

penalties; and (ii) created a separate FEHBP plan for these Medicare-eligible and already-

                                                 
1
 Testimony of Walton Francis.  U.S. Congress.  Hearing of the House Oversight and Government Reform 

Committee, titled “Can a USPS-Run Health Plan Solve Its Financial Crisis?” (March 27, 2012). Available at: 

http://oversight.house.gov/wp-content/uploads/2012/03/3-27-12-USPS-Francis.pdf.         

http://oversight.house.gov/wp-content/uploads/2012/03/3-27-12-USPS-Francis.pdf
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Medicare-enrolled postal employees and retirees that would provide supplemental coverage to 

Medicare Parts A and B.  The provision (section 103) was struck from the bill by a bipartisan 

group of Senators due to concerns that it: (i) included a mandate to purchase government health 

insurance; (ii) limited participant choice; (iii) simply shifted costs to Medicare; and (iv) had an 

unclear effect on the cost of FEHBP premiums.         

 

Even though the provision was removed at the committee mark-up, the manager’s amendment 

brought to the Senate floor contained a similar provision that moved all Medicare-eligible postal 

employees and retirees into a separate FEHBP plan that would provide coverage supplemental to 

Medicare Parts A and B.  Unlike the original language, it did not mandate that Medicare-eligible 

postal employees and retirees enroll in Medicare Parts A and B (or provide the same special 

waiver of penalties).  However, in so doing, the remaining FEHBP plans would still be providing 

full coverage for the oldest individuals with the highest average medical costs.  At the same time, 

retirees whose primary coverage is provided by Medicare, and therefore cost less, on-average, 

for FEHBP to insure, would be removed from the greater FEHBP risk pool.  Therefore, the 

average cost per-participant for FEHBP plans would increase.  Thus, because health insurance 

premiums are based on average costs, the proposal would have raised FEHBP premums across-

the-board, increasing costs for federal employee and retiree beneficiaries as well as the federal 

government, which covers about 70 percent of FEHBP premiums.  When S. 1789 was being 

considered on the floor, OPM provided data to congressional staff confirming this assessment.       

 

Proposals that seek to improve the coordination of benefits between FEHBP and Medicare may 

have merit, but the details matter, and it is necessary to have adequate data with which to assess 

their impact on beneficiaries, Medicare, and overall costs.   

 

Federal Employees’ Workers Compensation Benefits 

 

NARFE opposes unjustified and unfair proposals to reduce workers’ compensation benefits for 

federal and postal employees disabled by a job-related injury or illness, notably those that were 

included in S. 1789.  Senators should re-examine their votes and views regarding these 

provisions in light of the analysis released last November by the Government Accountability 

Office (GAO).
2
 

 

Specifically, NARFE opposes the provisions of S. 1789 that: (i) would reduce the basic federal 

workers’ compensation benefit by 25-33 percent for workers at or above retirement age; and (ii) 

would eliminate the supplemental benefit for injured workers with children or other dependents. 

 

The Federal Employees’ Compensation Act (FECA) provides basic compensation to federal 

employees disabled by work-related injuries and illnesses.  For example, FECA provides 

insurance compensation to an FBI agent shot on the job.  In exchange for their reasonable 

benefits, FECA recipients lose their right to sue the government for their work-caused 

impairment. While compensation is modest, it will never be able to reverse the permanent 

damage from a debilitating injury or illness. 

 

                                                 
2
 U.S. Government Accountability Office, Federal Employee’s Compensation Act, Analysis of Proposed Program 

Changes.  (GAO-13-108), available at http://www.gao.gov/assets/650/649716.pdf.    

http://www.gao.gov/assets/650/649716.pdf
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If the FECA provisions of S. 1789 were to become law, injured employees would not be afforded 

the level of income security they deserve and would have earned had they been able to continue 

working.  According to the recent GAO report, federal workers disabled as part of their service 

would receive up to 35 percent less in retirement age income than if they were not injured and 

retired after 30 years under FERS.  Under current law, median FECA benefits for totally disabled 

workers are “on par with or less than” what they would have received after a full 30-year career.  

Additionally, S. 1789 would reduce, by 11 percent, the pre-retirement wage-loss compensation 

of injured workers with dependents, even as the GAO report shows that the median after-tax 

replacement rate of income is only 81.6 percent under current law.  Finally, GAO found that 

these policy changes would have a disproportionate impact on the lowest-wage employees and 

those who are injured early in their careers.         

 

NARFE does not oppose all FECA reforms – in fact, we have continually supported a bipartisan 

House bill, H.R. 2465 (112
th

 Congress), the Federal Workers’ Compensation Modernization and 

Improvement Act of 2011, which passed the House by voice vote on November 29, 2011.  The 

bill provides common-sense reform that achieves cost savings for taxpayers by improving 

program integrity and reducing costs while improving fairness towards disabled workers.  It, not 

S. 1789, should provide the model for reform. 

 

Postal Retirement Benefits 

 

In his testimony, Postmaster General Patrick Donahoe also proposed eliminating completely 

Federal Employees Retirement System (FERS) annuities for future postal employees.  NARFE 

strongly opposes this idea. 

 

First of all, it’s unlikely to save very much money for the Postal Service in the near-term, as it is 

not hiring a lot of new employees right now – rather, it continues to downsize.         

 

Second, the claim in Donahoe’s testimony that the change would benefit employees by providing 

them a defined contribution plan instead is farcical.  Perhaps he does not realize that the Thrift 

Savings Plan (TSP), the federal and postal employee version of a 401(k), already provides them 

the benefits of a modest defined contribution plan.  Unless he is suggesting to offset the value of 

the FERS annuity with an equivalent increase in automatic TSP contributions – which is doubtful 

– then his plan would clearly reduce retirement benefits for new employees, which is not to their 

benefit. 

 

Third, he claims the proposal would provide the Postal Service cost predictability.  But it is 

unclear how it is difficult to predict the cost of funding FERS annuities when the yearly 

contribution amounts to a set percentage of employees’ salaries.  To the extent predictability is 

difficult, leading to Postal Service overpayments to the Civil Service Retirement and Disability 

Fund (CSRDF), Congress should provide a mechanism for refunding those overpayments.   

 

Simply put, this is a plan to short-change hardworking postal employees in their retirement.  The 

basic FERS annuity is already modest – a median of $756 per month ($9,052 annually), and 

replaces only 1 to 1.1 percent of the average of the highest-three years of salary.  This provides 

modest retirement income security that is not overly generous.  It should not be eliminated.   
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Six-Day Delivery 

 

On February 6, Postmaster General Patrick Donahoe announced that the Postal Service would be 

ending the practice of regular Saturday delivery of mail, beginning August 5, 2013.  NARFE 

opposes this plan.   

 

First, yearly appropriations bills since 1981, including the current continuing resolution, have 

mandated the Postal Service deliver mail six days per week.  Unless Congress changes that 

practice, the Postmaster General does not have the legal authority to institute this plan, making 

the proposal an empty threat. 

 

Second, Congress should not change its mandate requiring six delivery days.  Cost reductions 

should not be achieved through reductions in the basic services the Postal Service traditionally 

has provided.  Rather, cost reductions should occur by achieving efficiencies or, when necessary, 

by reducing work-capacity in line with reductions in mail volume resulting from the shift to 

internet-based communication. 

 

Conclusion 

 

Members of Congress will grapple with a number of issues as they continue to search for a 

compromise that will improve the financial standing of the Postal Service and the long-term 

viability of the services it provides to the American public.  In so doing, we ask that you weigh 

appropriately the effects legislative proposals would have on the hardworking men and women 

that make the Postal Service run effectively. 

 

Specifically, NARFE urges lawmakers to do the following: 

 

(1) Reject the USPS proposal to administer its own health insurance plan for postal 

employees and retirees. 

 

(2) Reject other proposals, e.g. separating Medicare-eligible postal employees and retirees 

into their own FEHBP plan / risk pool, that would undermine the integrity, affordability 

and value of FEHBP for both federal and postal employees and retirees. 

 

(3) Remove the overly burdensome requirement that the USPS prefund its future retiree 

health benefits over 10 years. 

 

(4) Reject unfair and unjustified reductions in workers’ compensation benefits for federal 

employees disabled by a job-related injury or illness once they reach retirement age or if 

they have dependents. 

 

(5) Reject the Postmaster General’s proposal to eliminate FERS annuities for future postal 

employees. 

 

(6) Allow the USPS to receive a refund of its overpayments to FERS. 
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(7) Preserve six days of mail delivery by the USPS. 

 

(8) Find a solution that allows small post office across the United States to remain open. 

 

Thank you for the opportunity to share our views with you.   

 


