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BACKGROUND

This grievance protests the Postal Service's action in
engaging a contractor for the highway movement of mail in
Baton Rouge, Louisiana. The Union alleges that the Postal
Service improperly inflated the cost of performing this
mail transportation service with its own vehicles and dri-
vers and that this cost, realistically calculated, was much
less than the contractor's price for the same work. It be-
lieves the Postal Service thus failed to give "due con—
sideration” to the factors mentioned in Article XXXII, Sec- .
tion 4A. It urges that this failure constitutes a viola-
tion of the 1978 National Agreement. The Postal Service
disagrees.

Solicitation No. 380-152-79 was issued hg the Postal
Service on July 16, 1979. It advertised for bids for a
surfsce transportation contract for the movement of mail
on various routes in Baton Rouge. A contractor had been
performing this work. Its contract was due to expire in
early September 1979. The Postal Service sought to deter- ;
mine, through this Solicitatiom, whether it should continue

to use a contractor for this surface transportation work |
or whether it should convert to Postal Service vehicles -
and drivers.  The Solicitation stated; among other things,.
the number and nature of the;veh;ctesJrequired,;u,scheddlej
of the trips contemplated, and. the mileage and driving time
{involved in each trip. It required nine vehicles - five =7 . ™
with a 1200-cubic foot capacity, three with 750 cubic feet,

and one with 300 cubic feet. s e - ,

The Postal Service notified the Union that a new sur-
face transportation contracC was being considered and gave
it a copy of the Solicitatiom. The Union then evaluated
the cost of performing this transportation work with Postal
Service vehicles and drivers. Its calculations were made
on a Form 5505 with almost all of the relevant data being
furnished by the Postal Service. However, it had to make
f{ts own determination of ''Driver Cost." The crucial factor
" in this cost figure is the number of driver hours antici-
pated per year. The Union commected the various trips to—
gether into rins which promised to minimize driver idleness.
It took the total time encompassed cn these runs - loading
time, driving time, unloading time, probable idle time of
less than 30 minutes, and ten minutes at the begioning and
end of each run - and translated this figure by multiplica-
tion into annual driver hours. It concluded that this trans-
portation work would call for 14,905 driver hours (15,352

-2




when adjusted for contingencies) and would represent a cost
to the Postal Service of $226,124 per year.* It submitted
this data to the Postal Service in late September 1979.

The Postal Service's Vehicle Operations Division made
its own cost calculation on a Form 5505. It used Batop
Rouge trip schedules prepared by the Southern Reglom,
schedules which contained much the same information as the
Solicitation. However, the Southerm Region and the Union
did not combine these trips into precisely the same runs,
Because of this, the Postal Service's figures produced a
greater amount of idle time. And the Postal Service in-
cluded in driver hours not just idle time of less than 30
minutes but idle time of more than 30 minutes as well.
These conditions led to a total of 16,428 driver hours
(16,920 when adjusted for contingencies) and & cost of
$256,707 per year.

The Postal Service had a Highway Transportation Spe-
cialist, J. Bell, who was evidently in charge of this mat-
ter. He took these two cost estimates and made further
changes. To the Union's cost figure, he added $6,601 to
reflect a 43 cents per hour wage increase for employees .
and $5,390 to reflect highway taxes foregone.** The result

was a cost of $218,116 per year.: To:the Postal Service's . e

‘cost figure, he slsc added the.$5,390 for taxes foregone.
There was no need to add.th¢136,6611because the Postal Ser-
vice calculation was based on the higher wage rate. The
result was a cost of $262,097 per year. - :

In the meantime, contractors were submitting bids for
this transportation work. The low bid appears to have been
$259,379. This grice was slightly lower than the Postal
Se?ﬁice's $262,097 cost of Ea%{ng the work done with its
own vehicles and drivers but much higher than the Union's
$238,116 cost figure. : \

* This total Is actually Eﬁe sum of "Driver Cost" and "Ve-
hicle Cost" with the latter figure, like the former, also
varying according to the number of driver hours.

** This $5,390 is what a contractor would have to pay for
state and local taxes in the event it was awarded this con-
tract. The Postal Service does not pay such taxes on its
vehicles. :




The parties’ representatives met on November 14, 1979,
to discuss highway contracts for Baton Rouge and other
cities. They disagreed on the propriety of the Postal Ser-
vice engaging a contractor. However, there does not ap-
pear to have been any detailed discussion of their cosf cal-
culations for the Baton Rouge work or the reasons for the
sharp difference in their cost estimates. Several teléphone
conversations also took place on the highway contracts. But,
again, no attempt was made to confront or resolve the par-
ties' disagreement on cost.

Bell continued to study the matter for the Postal Ser-
vice. He concluded there were other factors which militated
against the use of Postal Service vehicles and drivers for
the Baton Rouge work. He believed: that the performance
of this work in-house would require many new hires; Cthat
most of their time would be sgenc in mail processing rather
than vehicle driving; that this would have a negative im~
pact on the efficiency of the operation; that at least
one supervisor would have had to be added to the work force;
that the Soliciation called for certain vehicles, five 1200~
cubic foot vans, which were probably not available to the
Baton Rouge Post Office; that the Postal Service would I
have had to lease these 1,200-cubic foot vehicles or, in- . - . oo
the alternative, use smaller vehicles which would have in- " 3
creased the number of trips hgyond;those;nctlforth'in‘:he;1~;
Solf{citation; that this too would have meant greater costy
and that there was no motor vehicle craft and no qualified :
truck operators in the Baton Rouge work force.* = - . .-

Bell recommended, under these circumstances, that the .
mail transportation work be given to the contractor with
the low bid. Management approved his recommendation. Labor
Relations was so advised and it in turn wrote the Union
on December 5, 1979, stating the Postal Service's inten--
tion of using a contractor for the Baton Rouge work. Its
letter added that "if the Union still desires to meet..."
and discuss the proposed contract, it was prepared to arrange
such s meeting. No Union request was made for a further
meeting. Management notified the Union in 2 December 20,
1979 letter that "the Postal Service has awarded contracts
in the amount of...$259,379 on Solicitation 380-152-79...
Baton Rouge..." The Union grieved a short time later.

¥ BelT also asserted that the Union cost figure was under-
stated because it had improperly ignored much driver idle
time on the false assumption that such time could be ef-
fectively devoted to mail processing.




DISCUSSION AND FINDINGS

The question, simply stated, is whether the selection
of a contractor in December 1979 to handle the intra-city
movement of mail in Baton Rouge was a violation of Article
XXXI1, Section 4A. Much the same issue was before the arbi-
trator in Case No. A8-NA-0481, The observations made there
with respect to the meaning of Article XXXII are equally
applicable here. They bear repeating:

‘marticle XXXI1, Section 4 concerns the contract-
ing out of the highway movement of mail. Paragraph
A describes the Postal Service's substantive obli-
gation; Paragraphs B through G describe the Postal
Service's procedural obligations... )

"pgragraph A recognizes that mall must be trans-
ported on the highways and that this can be accom-
plished in different ways. The Postal Service has
done this work either with its own vehicles and dri-
vers or through the use of contractors. It agreed
{n Paragraph A that, in determining which of these
alternatives to follow, it would give tdue considera-
tion to public interest, cost, efficiency, avail-
ability of equipment, and qualificatiomn of em-
ployees.! These factors are not weighted. Article
XXXII, Section 4 does not ssy, for example, that
‘cost® is more important than 'efficiency' or vice-
versa. It simply requires that these factors be
given 'due consideration.’ '

"Unfortunately, the words 'due consideration' are
not defined in the National Agreement. Their sig—-
nificance, however, seems clear. They mean that the
Postal Service must take into account the five fac-
tors mentioned in Paragraph A in determining whether
or not to contract out surface transportation work.
To ignore these factors or Lo examine them in a cur-
sory fashion in making its decisiom would be improper.
To consider other factors, not found in Paragraph A,
would be equally i{mproper. The Postal Service must,
in short, make a good faith attempt to evaluate the
need for contracting out in terms of the contractual
factors. Anything less would fall short of 'due con-
sideration.'

"Thus, the Postal Service's obligation relates
more to the process by which it arrives at a decision
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than to the decision itself. An incorrect decision
does not necessarily mean a violation of Paragraph

A. Incorrectness does suggest, to some extent at
least, a lack of 'due consideration.' But this im-
plication may be overcome by a Management showing-
that it did in fact give 'due consideration' to the
several factors in reaching its decision. The
greater the incorrectness, however, the stronger the
implication that Management did not meet the 'due
consideration' test. Suppose, for instance, that
'cost' is the only factor upon which Management re-
lies in engaging a contractor, that its cost analysis
1s shown to be plainly in error, and that it would
actually have been cheaper for the Postal Service to
use its own vehicles and drivers. Under these cir-
cumstances, the conclusion would be almest irresistible
that Management had not given 'due consideration' in
arriving at its decision.”*

I - Cost

This dispute is attributable, in large part, to the
parties' disagreement on the 'cost" of performing the trans-
portation work with Postal Service vehicles and drivers.
The difference in their cost estimates stem from the use
of different driver hours, 14,905 by the Unfon and 16,428 o
by the Postal Service. That conflict is due to two congidera-
tions. First, the parties seem to have combined the various
Baton Rouge trips into different runs. The Union rums pro-
duce less idle time (i.e., the delay for the driver between
the end of one run and the start of the next) than the Postal
Service runs. Second, the parties cannot agree on the proper
treatment of idle time in their calculations. The Uniom
considers i{dle time of less than 30 minutes to be unuseable
and has included such periods in driver hours. It apparently
believes that longer periods can be devoted to mail pro-
cessing and has hence excluded those periods from driver
hours. The Postal Service claims chat all such periods,
up to 45 minutes and even Ionger, do not permit effective
reassignment and should therefore be included in driver
hours. '

-

¥ The Lootnotes to the quoted excerpt have been omitted.




The resolution of this kind of disagreement may be
possible. But, on the present state of the record, I am
in no position to make expert judgments as to how trips
can best be combined inte runs or how long an idle period
need be before it can be effectively used for reassignment
of an employee from driving to mall processing. Those ques-
tions can only be answered through detailed knowledge of
day-to-day operations of the Baton Rouge facility. I have
no such knowledge. Therefore, I cannot rule that the Union's
driver hours are more realistic than the Company's driver
hours. There is no reason to believe that either side ar-
rived at its figure in an arbitrary or capricious manner.*

Another cost consideration i{s highway taxes foregone,
$5,390. The Postal Service added such taxes to its estimate
of what it would cost to perform the transportation work
with its own vehicles and drivers. 1t did so even though
the Postal Service does not pay highway taxes on its ve-—
hicles. The Union objects to this addition, stressing that
the Postal Service's cost fifure without highway taxes would
have been a few thousand dollars less than the contractor's ™
price. -

There are several problems with this argument. First,
the Form 5505 used in the cost calculation has a separate
line for "highway user taxes foregone." It was plainly
contemplated that such taxes would be a factor in any cost
estimate. That is precisely what happened. The testimony
fndicates that the Postal Service has always added taxes
in determining what it would cost to perform transportation
work in-house. Second, Management realizes that contractors
pay highway taxes while the Postal Service does not. It
nevertheless adds taxes in its calculation as a means of
making a more accurate comparison of the true cost of the h
two modes of transportation. Its addition is simply a de-
vice for removing tax considerstions from this comparison.

For these reasons, no confident conclusion can be drawn
with respect to cost. I can neither accept nor reject the
Postal Service's figure; [ can neither accept nor reject
the Union's figure. It follows that the Postal Service

¥—There aré other conflicts which may account for some

of the disparity in the parties’ cost estimates. For example,
the Postal Service used 102,361 annual miles in its calcula-
tion while the Union used 99,523 miles. WNo satisfactory
explanation for this difference was offered by the parties.




cannot be deemed to have acted unreasonably in relying upon
its cost calculations. That means, at the very least, that
Management had some sound basis for believing that it was
cheaper to engage a contractor than to perform the trans-
portation work in-house. Therefore, it cammot be said that
the Postal Service did not give "due consideration" to cost
in contracting out this transportation work. -

I I - QOther Factors

The Postal Service indicated there were other factors
which influenced its decision to contract out. Some were
related to cost; some went beyond cost to the matter of
efficiency.

Management stressed that the transportation work in
question had always been performed by a contractor and that
there consequently was no motor vehicle craft in the Baton
Rouge facility. It believed that the use of Postal Service
vehicles and drivers for this work would have required the
hiring of new employees. Given these circumstances, it
insisted it would have been necessary to hire at least one
supervisor as well. This certainly would have been an addi-
tional Postal Service expense to be weighed in deciding
whether contracting out involved a cost advantage.

Management stressed too that such new hires would have
spent less than half of their time driving vehicles, It
stated they would have had to be transferred to mail pro-
cessing work the remainder of their time., It felt, given
the time of day at which vehicle runs are made and mail
is processed, that there would be l1ittle need for these
extra mail processing hours. Its view was that these extra
hours would have an adverse effect upon the productivity
of the mail processing operation.

Management stressed also that both the Postal Service
and Union cost estimates assumed that 1,200-cubic foot ve-
hicles would be available. However, it had serious doubts .
about the availability of such vehicles in Postal Service
garages., It suspected that, in the event the work was per-
formed in-house, it would have had to either lease 1,200~
cubic foot vehieles or do the work with 750-cubic foot ve-
hicles. If the first alternative were followed, Management
apparently thought it would incur vehicle costs beyond what
was contemplated on the Form 5505. If the second alternative
were followed, Management thought more rums would be needed
to handle the mail which would in turn mean greater driver
hours and greater cost. '




Thus, the Postal Service concluded that both "cost"
and "efficiency" considerations dictated performing the
transportation work through a contractor rather than in-
house.

I 1I1- Union Allegations -

The Union nevertheless alleges that the Postal Service's
calculations were made in bad faith and involved only a
cursory review of the essential facts.

No useful purpose would be served in reciting all of
the voluminous testimony as to what happened prior to the
December 20, 1979 decision to engage a contractor. There
appear to be weaknesses in the Postal Service's approach
to the problem. But some questions can be raised with re-
spect to the Union's approach as well. The difficulty is
that the parties never really explored their differences.
Neither side ssked the other for a detailed explanation
of its assumptions. Neither side insisted upon the iden-
tification and resolution of fact disagreements. Neither
side suggested any kind of joint investigative effort at
the Baton Rouge facility. WNor is there any persuasive evi-
dence that Baton Rouge Management ever became involved at
this stage in an analysis of the feasibility {or cost) of
erforming the work in-house. The discussions the partles
ad prior to December 20, 1979, simply did not deal with.

ghe ultimate questions which were raised at the arbitration
earing.

I am not persuaded that the Postal Service acted in
bad faith or-that it made only a cursory review of the fac-
tors in Article XXXII, Section &4A. .

I V - Conclusion

The proofs in this case cannot support a coenclusion
that the Postal Service failed to give "due consideration”
to "cost" and "efficiency” in making its decision to engage
a contractor. Management has satisfied the "due considera-
tion" test. There has been no viclation of Article XXXII,
Section 4A. .




AWARD

The grievance is denied.

Zmﬂ;(

char ttent ai, Arbitrator




