February 10, 2003

TO:

President's Commission on the U. S. Postal Service

1120 Vermont Avenue, NW, Suite 971

WASHINGTON, D. C. 20005

RE: Comments regarding issues that fall within the scope of the Commission's mission

Comments submitted by Jonathan Mulford (please see brief bio. following Comments).

1. POSTAL MONOPOLY RESTRICTIONS NO LONGER SERVE THE PUBLIC INTEREST

The Private Express statutes are increasingly irrelevant. Already, all mail except first - class can be delivered by private delivery companies, although such delivery is constrained by addressing rules and a prohibition against using mail boxes. Premium delivery of first – class type mail is provided by Federal Express and others. The monopoly protects primarily the one class of mail most likely to decline in volume, going forward.

Competition should not be feared. The USPS should provide universal delivery and so should any potential competitor (cream - skimming must be prohibited). Private contractor access to mailboxes should be permitted only via uniformed, licensed carriers. If today a Postal Service competitor can collect and deliver letters anywhere in the country for $.37, more power to him! On the other hand, the USPS should be allowed to expand its use of private contractors, anywhere, if it makes economic sense. 

The monopoly restricts how the Postal Service runs its business.  Free-market advocates say that the Private Express Statutes insulate Postal Service management from having to act like businessmen. The opposite is true: monopoly restrictions handcuff postal management by among other things requiring that postal rates directly reflect cost. Because of the possibility of rate cross-subsidization, the USPS goes to great lengths to create and adjudicate hundreds of rate categories that reflect their specific costs: a restriction that impedes response to changing market conditions. There's no reason, except for the monopoly, why prices absolutely must hew closely to costs.

To measure costs by rate category, the USPS maintains an expensive in-house tracking system. Mailers must mark the class of mail used on every mailpiece, a nuisance that is unnecessary except to keep the anachronistic cost system  working.

The monopoly contributes to a maze of regulations. THE DOMESTIC MAIL MANUAL weighs about five pounds. Then there's the Operations manual. Many other publications are needed to explain how to use the USPS to its employees as well as to its customers. Regulations costs include, but are not limited to

· Publishing regulatory changes in the FEDERAL REGISTER

· Publishing the POSTAL BULLETIN, the DMM, and many other publications

· Training postal clerks

· Training Mailer employees

· Maintaining a judicial system: local judges (Rates and Classification personnel), circuit courts (regional RCSC’s), and a Supreme Court (USPS Rates & Classification at Headquarters), to interpret regulations

The monopoly doesn't underlie all regulations. But the lengths to which the USPS goes to avoid the appearance of abusing monopoly privileges may contribute to a culture of nit - picking and fine - tuning (speaking from personal experience). The DOMESTIC MAIL MANUAL's complexity forces mailers into an unhealthy reliance on "experts" to interpret the jargon and to avoid conflicts with the USPS. This consultant has saved clients literally millions of postage dollars not because of his brilliant insights, but because the clients simply hadn't correctly interpreted postal regulations.

Mailers must adhere to a Byzantine collection of rules that are developed, maintained, and enforced by the USPS at great expense and with varying degrees of accuracy. The Commission should try to quantify the benefits of getting out from under the DMM.

By the way, did you know that contraceptive devices are non-mailable - oops, unless they're subject to statutory exceptions? (see DMM C021.2.1) And don’t forget that only queen honeybees may be shipped via air transportation – though each may be accompanied by up to eight attendant honeybees - of her choice, of course (see DMM C022.3.7).

2.  routine  six - day - a - week delivery IS UNNECESSARY. 

The sixth day of delivery is costly in a country used to working five days a week. Many mailers can do very well with every-other day delivery (delivery consistency trumps frequency most of the time). Yes, whenever it's been asked, the public insists on 6 - day delivery. Whether the public would pay extra for the privilege is an open question.

It’s simply bad business to lock the USPS into a rigid 6 – days – a – week delivery schedule, given the possibility of major losses in volume, not to mention seasonal fluctuations.            

3.  PERSONNEL PRACTICES SHOULD BE OVERHAULED

Liberalize labor restrictions. Obsolete Civil Service work rules should be canceled, especially those making it difficult to fire bad apples. Also, management should be totally free to hire temps. to cope with seasonal volume  variations.

Hire "outsiders” for mid - level management positions. When did you last see a help - wanted ad for a Postmaster? Many postal operations managers start out as letter carriers and rise through the ranks. This bottom – up progression hasn't defused a strong antipathy displayed by lower - level employees towards their bosses that expresses itself in huge numbers of filed grievances. Managerial in - breeding may beget poor employee relations.

Should caps be removed from postal executive salaries?  The short answer is, no. The contemporary spectacle of executives in publicly owned companies reaping extraordinarily high pay packages despite performing poorly is all too prevalent. Current postal management is competent; modest bonuses are available for good performance. Higher salaries won't guarantee better performance.

4.  FIRST - CLASS MAIL VOLUME DROPS MAY ACCELERATE

First-class mail volume is dropping, slowly, despite a constant increase in the number of delivery points. Volume may drop further as more companies charge for providing paper documents. Lower volume spreads institutional costs over a smaller base, resulting in above - average first - class rate increases, which in turn could further accelerate the exodus. In short, a First-class volume drop that starts slowly might feed on itself and increase exponentially: a serious problem since first-class provides most USPS revenue. Great care must be taken to avoid any negative impact on other classes of mail. Rather than worry about shrinking volume and revenue, the USPS should be given all the tools to plan for it.

5. THE USPS CAN IMPROVE HOW IT ENFORCES ITS OWN REGULATIONS

Postal folklore includes stories about how through great effort postal employees deliver mail with almost incomprehensible addresses. Good stories, perhaps, but bad business.

Because undeliverable first - class mail is forwarded or returned at no charge, the USPS  requires mailers to participate in the "Move Update" program to update their address lists prior to mailing. A recent study found many mailers that not only weren't updating, they didn’t know about the program. Worse, postal employees in many cases weren't enforcing the program.

The USPS offers discounts for applying a delivery point barcode to mail pieces. For apartment dwellers, that barcode is based on an apartment number. However, many apartment dwellers don't provide their apartment number. The USPS offers mailers the discount, anyway, if they use a default barcode for the entire apartment house.

These examples may - or may not - be isolated instances. But, were the USPS to simply treat a multi - unit dwelling address without an apartment number (or another surrogate number for the apartment) as simply undeliverable, it would immediately put a huge dent in its costs of delivering to, for instance, Manhattan.
By asking for good addresses, then condoning bad or incomplete addresses, the USPS is shooting itself in the foot.
SUMMARY

The Postal Service inhabits a no - mans - land between government civil service and an independent corporation: a position created by the last Postal Commission. Freeing the USPS from its political and cultural baggage while simultaneously preserving a needed service and mollifying all stakeholders won't be easy.

The suggestions above are not meant to be all – inclusive. I’m aware that some ideas may appear radical, even naïve. But all should be part of the debate.

Good luck in your deliberations!

Respectfully submitted,

JONATHAN MULFORD, PRES.

JON MULFORD ASSOCIATES, LTD.

152 BRIXTON ROAD

GARDEN CITY, NY 11530 - 1419

(516) 873-1542       

mulfordj@earthlink.net
BRIEF BIO.

I am a postal consultant with about 40 years experience in Direct Marketing. My livelihood is dependent on a healthy, functioning Postal Service.

President of  Jon Mulford Associates, Ltd., since 1989. Prior employment with Doubleday and Co. as Mgr. of Postal and Regulatory Affairs. Held leadership positions in the Association of American Publishers, the Direct Marketing Association, the Association for Postal Commerce (Postcom), and the Mailers Technical Advisory Committee. Testified before Congress on postal matters; appeared several times as a witness before the Postal Rate Commission.

The opinions expressed above are strictly my own and not necessarily those of the organizations mentioned above, or of any client.
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