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February 12, 2003

BY EMAIL: (pcusps_comments@do.treas.gov)

AND FIRST CLASS U.S. MAIL
President’s Commission on the United States Postal Service

1120 Vermont Avenue, N.W.

Suite 971

Washington, D.C.  20005

Re: PUBLIC COMMENTS ON POSTAL SERVICE REFORM

Dear Co-Chairmen Johnson and Pearce and Members of the Commission:

I am writing on behalf of the GAB Robins Group of Companies (“GAB Robins”) to propose that the President’s Commission on the United States Postal Service (the “Commission”) consider restructuring the U.S. Postal Service’s (“USPS” or the “Service”) workers’ compensation program, which is currently administered by the USPS in conjunction with the United States’ Department of Labor’s Office of Workers’ Compensation Programs (“OWCP”).    We urge the Commission to outsource the USPS workers’ compensation claims handling function and to implement a comprehensive Total Absence Management program, which will reduce the huge, but unquantified, costs to the Service from inappropriate employee absences.  

GAB Robins has significant experience in providing proactive claims management services, which is the cornerstone of any Total Absence Management program.   We are confident that we can offer cost-efficient solutions to some of the operational, structural, and financial challenges facing the Service, through application of current claims management techniques.  By assisting employees with returning to work earlier, our collective efforts with the Service and the Commission also should result in significant improvements in job satisfaction and productivity for Service employees.

The USPS and Workers’ Compensation:  It long has been known that workers’ compensation is a significant contributing factor to the Service’s deteriorating financial condition.
  Since 1998, USPS workers’ compensation costs have increased by 29 percent -- from $567 million to $731 million.  At the end of 2000, the Service estimated total liability for future workers' compensation costs at $5.8 billion, as compared with the end of 1999, when liability was estimated at $5.5 billion.
  Because under the Federal Employees Compensation Act workers’ compensation claims are paid directly by the Service out of postal fees, these costs continue to directly impact the Service’s bottom line and represent a key area of significant savings to both the Service and the taxpayer.

In 2000, the USPS recorded $925 million in workers' compensation expense, compared to the $614 million we recorded in 1999.  Not included in this figure, however, are the true costs to the Service from delays in an employee’s return to work.  Given the number of claimants each year (between 50,000 and 75,000), we estimate, that the cost to the Service is surely in the billions of dollars.  It is particularly in this area that we see a real opportunity for the Service to modernize and materially improve performance, from the budgetary, operational, and employee morale perspective.  

As you are surely already aware, the Service is the largest participant in the federal workers’ compensation program administered by the OWCP.  Approximately 60 percent of all federal health care claims received by the OWCP each year come from USPS employees.  With due respect to OWCP, however, the program has been characterized by delays in claims administration, improper claims handling procedures, and other inefficiencies.  Indeed, there have recently been several General Accounting Office investigations into the service level provided by OWCP to ASPS workers.
  USPS paid OWCP $33 million in administrative charges for claims handling functions.
 

What Is Missing from the Service’s Current Workers’ Compensation System:  There are at least two components missing from the current USPS workers’ compensation program that we believe could be added if the system were outsourced:

· Modern Claims Management:  We believe that the current claims handling and management process is cumbersome and inefficient, and that application of modern claims handling techniques (including, for example, performance standards) could reduce claims paid, administrative costs in handling the large number of claims presented by the USPS each year, and overhead associated with the program; 

· Total Absence Management:  We believe that the Service’s current compensation structure lacks a sophisticated modern Absence Management program, which could effectively and productively return employees to work as appropriate.   Implementation of such a system would yield millions of dollars of added productivity to the Service through the return to work of its skilled and effective workforce, and through reductions of lost time hours.  Employee morale and teamwork would be improved, and the use of temporary or replacement workers would be reduced significantly. 

For over 100 years, GAB Robins has been a market leader in designing customized claim solutions that meet the specific needs and objectives of large employers.  With over $400 million in revenues and 4000 employees worldwide, GAB Robins has significant experience in developing claims management solutions aimed at, among other things, saving its customers millions of dollars.  We can ensure consistent quality and service across all locations.  Our objective in administering workers’ compensation claims is to appropriately manage the employee’s return to health and to minimize lost workdays while controlling health care costs. Using centralized reporting, early intervention and a national network of offices staffed by claims professionals, GAB Robins can take control of claims within hours of a reported occurrence, investigate it and ensure quick and proper treatment.  We believe that we can bring our experience to bear on the issues facing the Service, and we propose establishing a public-private partnership with the Service and the Commission to study the savings potential by implementing a Pilot Program, which we anticipate would lead to outsourcing the Service’s workers’ compensation claims management system.

We urge the Commission to propose ways in which the workers’ compensation claims administration function could be outsourced to private entities so that the Service can avail itself of more modern and efficient claims handling and Total Absence Management services.   We stand ready to assist the Commission and the Service with accomplishing this objective. 

Please do not hesitate to contact me at 212.262.0800, if you would like any additional information about this proposal.

Sincerely,

/s/ Original Signed by Author

Joseph M. Zubretsky

Chairman & Chief Executive Officer

� See, e.g., Testimony before House Committee on Government Reform’s Subcommittee on Government Efficiency, Financial Management and Intergovernmental Relations, May 9, 2002.  


� See USPS Annual Report, FY01 at 33.


� See, e.g., GAO-02-964R, GAO-03-158R 


� GAO-03-158R at 5.  The Service’s administrative claims handling costs have increased from $21 million in 1998 to $33 million in 2001.  
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