LEGIBLATIVE UPDATE

The National League of Postmastersis The Education Organization.
That education must include Legislative awareness. The purpose of this
weekly column isto bring that awareness to all our members on a diversity of
topics. The PRC is an independent agency established by the Postal
Reorganization Act of 1970 that changed the U.S. Postal Department into the
US Postal Service. It's purpose isto establish and regulate the parameters
under which the Postal Service operates. Originally the Postal Rate
Commission the 2006 Postal Reform Act expanded the scope of the agency
beyond just rates. The PRC decisions must still pass the Board of Governors
but Reform hasin effect granted more power to the commission than before.
Below is an except from the PRC 2008 end of year report.

“Report on Universal Postal Service and the Postal Monopoly”

The economic crisis of the last few months has had a substantial impact on Postal Service vol-
ume and revenues. Financial institutions, which are major users of mail, have been particularly
affected. The economic downturn comes on the heels of technological trends that have pro-
duced declining volumes for single-piece First-Class Mail. The cumulative result of these events
has been the most severe volume declines since the Great Depression, and significant financial
losses for the Postal Service. Preliminary data show volume declines for every domestic class
of mail in FY 2008, with First-Class Mail volume declining almost 5 percent.

This report provides a foundation and tools Congress can use to inform itself in the event that
appropriate solutions need to be fashioned. Information on the probable reaction of large-
volume mailers to potential service reductions was not available while this report was under
preparation. The Commission believes that this key information should inform any decisions on
service levels, and the Commission suggests Congress urge the Postal Service to develop it
immediately.

The Commission knows that the Postal Service is focused fully on reacting to this crisis, and
making the difficult decisions needed to cut expenses to preserve its financial health, including
seeking a temporary adjustment to its retiree health benefits repayment schedule. Whether it
will be able to meet this challenge can not be known at this time, and Congress will want to fo-
cus on this situation so that it can respond quickly and effectively should the Postal Service’s
condition continue to deteriorate.
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The PAEA directed the Commission to identify the scope and standards of universal service
and the postal monopoly based on a comprehensive review of their history and development
which is detailed in Chapter 2. The Commission identifies statutory language establishing the
gualitative standards of the current USO. Universal service is enshrined in 39 U.S.C. 101(a):
“The Postal Service shall have as its basic function the obligation to provide postal services to
bind the Nation together through the personal, educational, literary, and business correspon-
dence of the people.” Congressional expectations are further set out in the remainder of 39
U.S.C. 101, and 39 U.S.C. 403 and 404.

The USO is not specific. The Postal Service is to achieve the best possible balance of these
service features consistent with efficient and economic practices. Congress has rarely estab-
lished rigid, numerical standards of minimally acceptable service for each of these features.
Rather, throughout its

history, the Postal Service has been expected to use its flexibility to meet the needs and expec-
tations of the Nation while balancing the delivery of service against budgetary constraints. This
long-standing policy has worked well. The Postal Service is a well-respected government
agency and the public supports present service levels.

Currently, only a few legislative proscriptions limit Postal Service options. The PAEA estab-
lished firm limits to preserve the affordability of market dominant products. For over 20 years,
1983 delivery levels have been specified as a minimum in annual appropriations legislation. Re-
strictions on the closing of small and rural post offices also have been enacted as part of the
annual appropriations process. The Postal Service generally supports the status quo, although
it would prefer not to be limited by annual appropriations legislation which requires it to maintain
6-days-a-week city and rural delivery at levels not less than existed in 1983.

The issue facing Congress and the Nation is whether the Postal Service will be able to continue
to provide adequate levels of service in terms of these seven features in the months and years
ahead, and if it can not, what should be the appropriate response.

Congress directed that this report contain estimates of the costs of universal service and the
value of the postal monopolies that can be used should changes be contemplated. Chapter 4
contains models that estimate these amounts. The models can accommodate varying input val-
ues. Chapter 5 presents information on volume trends, and results from surveys exploring the
likely future needs and expectations of the public and small businesses.

However, one key input is unavailable: the likely current response of large customers to
potential changes. It is probable that the recent deterioration of the economic climate has had a
significant impact on this.

Primary Commission findings are:

The universal service obligation has seven attributes:
(1) Geographic Scope; (2) Range of Products; (3) Access to Postal Facilities; (4) Delivery
(2) Frequency; (5) Prices/Affordability; Quality of Service; and (7) Users’ Rights.

The current obligation to provide service to all persons in all parts of the Nation, its territories,
and possessions, is paramount, and should not be altered.
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Current law makes the universal service obligation applicable to both market dominant and com-
petitive products.

A first estimate of the annual cost of the current universal service obligation, based on FY 2007, is
$4.4 billion.

A first estimate of the annual value of the combined letter mail and mailbox monopolies, based on
FY 2007, is $3.5 billion, although this estimate is subject to substantial variation.

Policymakers also should be aware that there are numerous important benefits to the Nation be-
yond the delivery of the mail from the existence of a Federal agency providing mail as a user-
supported public service. Although societal benefits are outside the statutory scope of this study, a
number of witnesses and commenters emphasized their importance. They mentioned, for exam-
ple, that the Postal Service is the only Federal presence in many urban and rural areas of the
United States and this presence helps to bind the Nation together; that mail carriers provide un-
compensated support to individuals along routes; and that the Postal Service provided significant
assistance to Federal and State authorities following the Hurricane Katrina disaster.




