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Summary

The purpose of this study to provide a comprehensive description of the development and
current status of federal laws tldtlige the United States Postal Service to provide a
universal postal servicroughout the United States. This study is one of several studies
required by the postal reform act adopted by Congress in 2006, the Postal Accountability
and Enhancement Act or PAEA.

Defining the "universal service obligation”

There is no official definition of the ternamiversal servicer universal service
obligationso the first step must be to try to clarify these terms, at least for pugdoses
this study. In defining the subject of this study, the PAEA refers to sediidnand 403
of the postal laws, Title 39 of the United States Code, as providing some standards for
universal service. Likewise, in considering the bill that became the PAEA¢etiadeS
Governmental Affairs Committee explained the idea of universal servigatbh as
follows: “The Committee believes that sections 101(a), 101(b) and 403 of title 39 fully
define the universal service obligation.” The subject of this study is the “unigersate

obligation” in this sense.

This study uses these indications as its starting point. In sum, the studesidres
such questions as: What do sections 101 and 403 of Title 39 oblige the Postal Service to
do with respect to the provision of universal postal services? Why did Congress enact
these laws in the first place? What other laws or regulations, if any, impuke sir
related obligations on the Postal Service? To what extent do these lawsdatiomres)

fail to address elements of universal postal service that should logically les st

A review of the service requirements set out in sections 101 and 403 suggests

that, for purposes of this study, universal service may defined as follows:

Universal serviceA postal service or set of postal services that is characterized
by seven service elements that are attained to such a degree or in suchrahmatinne
the postal service provided may be considered “universal.” The seven service
elements and the level or manner of attainment presently considered atstractf

universal service are:
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1. Geographic scopdJniversal service provides services throughout the United
States, serving all areas and all communities, especially rura) anebas nearly
as practicable the entire population of the United States and also providing service

to or from military personnel abroad.

2. Range of productdJniversal service transmits a range of postal items including
written and printed matter, parcels, and like materials suited to the needs of

different categories of mail and mail users.

3. AccessUniversal service provides mailers ready access to the postal system
through an appropriate level of post offices and other access facilities enhsist

with reasonable economies, especially in rural areas.

4. Delivery servicesUniversal service provides for the receipt, transmission, and
delivery of postal items.

5. Rates Universal service charges prices that are fair, reasonable, non-

discriminatory, and based on a fair and equitable apportionment of costs.

6. Quality of serviceUniversal service provides for the prompt, reliable, efficient,
and adequate transmission of postal items, with particular attention to the most

expeditious transmission of letters.

7. User protectionIndividual users should have adequate means to ensure they

receive universal services that are consistent with the universal selligation.

Similarly, for purposes of this study, theiversal service obligatioar USO may

be defined as follows:

Universal service obligatiomA legal requirement that sets specific
minimum levels of attainment for service elements of a postal service¢bof s
postal services) that serves substantially all persons in the Nation. A ahivers
service obligation may be imposed upon one or more postal operators directly or

upon a government agency with authority to regulate postal operators.

In should be noted that this definition of the USO reaches well beyond the words
of sections 101 and 403. It includes all legal obligations imposed on the Postal Service

relating to the seven service elements of universal service identifiee ahe
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geographic scope of services, the range of products, access facilitssydatirvices,
level and structure rates, quality of service, and user protection. Under cawethtdre
are four types of legal measures that define obligatory standards forsahpestal
service: Title 39, appropriations and budget acts of Congress, the Univeltshl Pos

Convention, and regulations adopted by the Commission.

Legal Evolution of National Postal Services

The Post Office was established in 1775 by the Continental Congress and
continued by the first Congress elected under the Constitution. The first@Gahgfess
specifying the organization and duties of the Post Office was adopted in 1792. Following
the British practice, the Post Office was created as an office withirréasdry
Department. The Post Office quickly assumed an important role in the federal
government. In 1829, the Postmaster General became a member of the President’s

cabinet. In 1872, Congress formally established the Post Office Department.

The nature and geographic scope of services offered by the Post iRéficise
evolved. Until the Civil War, the Post Office was an intercity, post office-to-qftise
transportation service. In the 1860s, the Post Office began to provide city delivery
services on a significant scale, both for intercity mail and, increasiioglipcal, intracity
mail. Gradually, collection and delivery of mail, rather than intercity tramnapon,
became the main activity of the Post Office. In the 1890s, Congress extendesdsioa mi
of the Post Office to include delivery to private mailboxes placed along roadslin rur
areas where the majority of Americans lived. The RFD program was @ud¢aderve
areas sufficiently settled to support postal routes serving approxinagteiydred
households. It was largely completed by 1906, although it continued to expand
incrementally thereafter. In 1912, Congress authorized the Post Office to prdiwdeyde
in villages of less than 10,000 residents. Until the Postal Reorganization Act of 1970, the
postal laws retained vestiges of a system built up from four distinct egruntercity

postal service, city delivery, village delivery, and rural delivery.

Statutes defining the reach of the postal system varied with the nature of the
service. In the early days, a “postal” system was literally assefiposts, or relay

stations, located along a “post road.” From 1792 to 1884, Congress designated individual
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post roads by law and authorized the Postmaster General to nominate suitalnle pers
and facilities along the post roads to serve as post offices. After thefdtae city

delivery in 1863, collection and delivery grew in importance as features of pestale,
and the scope of service came to be defined by the extent of the delivery. $yst865,
Congress mandated delivery services in every city with a population of 50,000. The
Postmaster General was authorized, but not required, to provide delivery servities in ¢
with more than 20,000, later reduced to 10,000, residents. The scope of the rural delivery
system was established in answer to petitions from rural residents prdwdeetitions

met conditions established by the Postmaster General. The location of villageydeli
services were also determined by the Postmaster General. Thus, beyonaddile ofet
cities with more than 50,000 residents, the scope of the delivery system wasrgterm
by the Postmaster General. In 1916, however, Congress became frustiaieffiontg of
Post Office improve the efficiency of the rural free delivery and adoptieleto
appropriations legislation dictating key elements of the program. Thsddegn

included an order to the Postmaster General to extend the program, so far taegbymi
appropriations, “to serve, as nearly as practicable, the entire rural popwtthe

United States.”

The range of services offered by the Post Office also grew by accreltioough
in colonial times the British Post Office was focused on carriage ofaiféod
commercial letters, after the Revolutionary War, the U.S. Post Offiareetirst of all a
medium for the inexpensive distribution of newspapers between cities. Very htgheos
rates on letters paid for the distribution of newspapers but also discouraged casidfial us
letter services. Magazines and pamphlets were admitted to the mails in 1794y but onl
when they could be transported conveniently. Postal acts adopted in 1845 and 1851
radically reduced letter rates and based them on weight rather than the nusieatef
of paper, paving the way for the first use of envelopes (early letterdalded sheets of
paper sealed with wax). The Post Office became a means for peoplallgegner
communicate across distances, and social and commercial communicatiens we
revolutionized. In the same period, transmission of magazines became a regular posta
service, and economical rates for advertisements and books were introducest @flass

mail were first established in 1863, and the traditional four classes of nmaifiwed in
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1879. After the mid-1800s, the Post Office became a conduit for transmission of seeds,
bulbs, and other things weighing up to three or four pounds. In 1912, Congress
authorized the Post Office to provide parcel services, and the parcel post was rapidly
expanded to admit fifty-pound packages. After 1912, the definitions of services were

revised but not fundamentally changed.

Postage rates in the early nations of the nation preferential rates fQapens
reflected a strong commitment by the founding fathers to a public policy oihkettya
citizenry informed about the events of the day. This public policy preferenceigave r
a perpetual political debate over what types of items deserved similaneptefie
treatment and which did not. Magazines and pamphlets were given prefereesiah rat
1794, although they were less favorable than newspaper rates until 1852. Local
newspapers were transmitted for free in 1845, a privilege that later becaane the
preference for "in-county newspapers.” In the early-to-mid-nineteentbrgebooks and
advertisements were considered commercial items inappropriate fergmtédl rates.

Over time, however, improving technology and changing business practicesattunul

at least in part by distinctions in postage rates, blurred the line betwesmmeeslia and
commercial text. Newspapers and magazines begin to include voluminous advertising
and serializations of books and novels. Congressional reforms, such as higher rates for
advertising in newspapers and magazines (1917) and redefinition of the third and fourth
classes (1925), precipitated counter reactions in the form of prefererdgafaat

nonprofit publications (1917) and library books (1928), as well as bulk rates for third
class advertising (1928).

By the mid-twentieth century, American postal law was an uncodified jumble of
statutory provisions mandating or authorizing a variety services witlprefierences
enacted to answer different needs at different times. Since the ultimzagenaf the
postal system was the Congress, parties affected by the postaldpacaby those
dependent on preferential rates, were of necessity well versed in how to makadbe

to government officials and the general public.

Postal Policy Act of 1958
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By the middle of the twentieth century, the postal system had become too large
and complex for Congress to administer without articulated objectives. Aftendhad e
World War 1l in 1945, Congress readily provided long-delayed wage increases fir post
employees, but raising postage rates to cover higher costs was mougt diflong and
fiercely fought debate over methods of cost allocation, the propriety of a puidicly
for postal services, and the role of the Post Office in the national life ensued. The
outcome was Public Law 85-426, adopted in 1958, which raised the price of a first class
stamp for only the second time since 1885 and adopted the first ever statement of national
postal policy to guide future Congresses in their rate-setting debatesoSthkegolicy
title, separately named the “Postal Policy Act of 1958,” is the ultimateesdor much of

what is now considered to be the universal service obligation of the Postal Service.

The Postal Policy Act of 1958 attempted to resolve the rate debates bedeviling
Congress for a decade. To restate using current postal terminology, thdduasions
were as follows. First, a portion of postal costs were deemed public servE¢habst
should be paid for from public funds. The 1962 amendment clarified and expanded the
scope of public service costs so that they included more than 15 percent of all costs.
Second, the act directed that the overall level of postage rates should be detbsal tha
postal revenues—including compensation for public service costs—would be
“approximately equal to” total postal costs. Third, first class rates sedrto pay more
than a proportional share of institutional costs but not required to cover all inggiuti
costs. Fourth, it was decided that the relationships between the rates fentiffasses
of mail should reflect the eight statutory factors set out in section 103(ch@ 1958 act
left unresolved the issue (strongly contested in the case of magazines)ldwhtds
for each category of mail should cover attributable costs.

The Postal Policy Act of 1958 did not, however, define what would today be
termed a universal service obligation. The 1958 act addressed only rate policy. The 1958
act did not specify criteria for the geographic scope of postal servicess aoqeostal
services, mode or frequency of delivery, or quality of service. Nor, indeed, didsted P
Policy Act of 1958 impose rate-related obligations on the Post Office. SincegSengr
retained the authority to set postage rates, the 1958 act addressed future Gymgresse

the Post Office, much less a non-existent independent rate commission. As Senator
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Johnston conceded, one Congress cannot bind future Congresses, so the Postal Policy Act
of 1958 was intended only to articulate guidelines, not to establish mandatorskiaigm
principles. The fact that Congress would relinquish its authority over post#agan

only a dozen years was wholly unforeseen in 1958.

At the same time, the postal policy debates of the 1950s explored in detail the
scope and financing of “public services.” The major public services weremouf
universal postal services that were thought to be not commercially viable sstineh a
operation of small and rural post offices and the provision of free or reducedrates f
certain types of mail. While there was some question about how to calculate public
service costs, there was widespread agreement that once defined, puickccssts
should be charged to taxpayers, not mailers. During the four-year debate leatimg t
Postal Policy Act of 1958, there was virtually no mention of the postal monopoly as a
means of financing public service costs, and none at all during the Senate debtte over
five cent stamp in early 1958. No one suggested that the purpose or effect of the postal
monopoly was to cover the cost of universal service or that monopoly mail rates should
be set to this end. On the contrary, the extensive and vigorous arguments about the
relative increases in the rates for one class of mail versus anotleghbased solely on
issues of fairness and equity, while making due allowance for the lionisadif the Post
Office's accounting system, the presumed costs of giving priority telass (and
perhaps some second class) mail, and the general educational benefits of sesond clas

mail.

Postal Reorganization Act, 1970

The Postal Reorganization Act transformed the Postal Policy Act of 1958 into the
basic, if skeletal, universal service obligation found in current postal law. WhemegSsng
and the Administration decided to give the Post Office more independence—primarily
independence from Congressional control of rates and wages—it was deemedyecessar
to include directions about what postal services were to be provided. In using the text of
thel958 act for this purpose, the language from the earlier act was gigaifiazsitly

different, more normative, meaning than originally intended in 1958. While Congress in
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1958 could not bind future Congresses with a statement of principles, Congress in 1970

could and did bind the Postal Service with the same language.

The legislative evolution of the 1970 act explains the overlapping sets of policy
pronouncements found in the final act. In the beginning of the legislative process, the
Administration was thinking in terms of replacing the Post Office Depattmigh an
independent corporation. The bill included a specification of “general duties” dramn fr
the policy principles of the 1958 act and the 1916 act requiring rural mail stserge
as nearly as practicable the entire population of the United States.” Agitlatien
evolved, the Senate insisted that the Post Office Department must be succeeded by t
institutions, an independent regulatory commission as well as a more operatidakl Pos
Service. The Senate bill therefore added a statement of ratemakinglparior the
Commission and a set of overall policy principles for both institutions. These, too, were
also derived from the 1958 act. In this manner, the provisions of the Postal Policy Act of

1958 were used three times in the Postal Reorganization Act.

Despite substantial reliance on the principles of the 1958 act, the Postal
Reorganization Act also added several new USO principles for which there deamo c

antecedents in U.S. postal statutes, including the following

e requirement to provide an efficient system of collection, sorting, and delivery

of the mail nationwide;

e prohibition against undue or unreasonable discrimination among users of the

mails;

e specific obligation to receive, transmit, and deliver throughout the United

States, its territories and possessions;

e prohibition against closure of small post office closed solely for operatiag at
deficit;

e requirement to provide a uniform rate for all letter classes;

e requirement to maintain a class of mail for letters sealed againsttiospec

and
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e requirement that the rate for each class or type of mail cover attribaiadis.

While the Postal Reorganization Act transformed the ratemaking peapl
1958 into universal service obligations and added new obligations on top of these, the
1970 act does not provide an evident means of compensating the Postal Service for
meeting these obligations over the long term. Congress rejected the permdniient
subsidy which, in1958, was deemed necessary to pay for the public services implied b
the Postal Policy Act of 1958. No alternative means of financing was provided. Nor did
Congress clearly embrace the logical conclusion that, as the public $erare@ng is
withdrawn, the Postal Service should reduce the scope of postal services corregponding
Unlike in 1958, in adopting the 1970 act, Congress and Administration did not estimate

the cost of public services required of the postal service.

Evolution of USO
The major statutory modifications in the universal service obligation between
1971 and 2006 were:

¢ addition of a procedural requirement that the Postal Service consider public
interest factors and the views of local customers before closing angffiost
and a provision for Commission review of Postal Service to ensure

compliance;

¢ addition of a requirement that Commission consider “the educational, cultural,
scientific, and informational value to the recipient of mail matter” inrsgtti

postage rates;
¢ marginal expansion of eligibility for reduced rates for preferredsekasf mail;
¢ marginal reduction in the degree of rate reduction for preferred classes!pf

¢ elimination of appropriations for revenue forgone due to reduced rates for
preferred classes of mail;

¢ marginal expansion of free mailing privileges;

e addition of a requirement that the six-day delivery and rural delivery of malil

shall continue at not less than the 1983 level;
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e prohibition against use of annually appropriated funds to consolidate or close

small rural and other small post offices;

e addition of a commitment in the 1999 Universal Postal Convention to
permanently provide quality basic postal services at all points in the United

States for all customers at affordable prices.

In brief, although the statutory universal service obligations set out ir3Bitle
have changed little since enactment of the Postal Reorganization Acthaerbeen
some significant legal developments. In the mid-1970s, Congress considereagenacti
specific criteria for universal postal service for delivery and thékstianent of post
offices. The Postal Service objected strongly, however, and Congress did nohso. In t
early 1980s, however, Congress again became alarmed at the possibilitycaf servi
reductions due to government budgetary restrictions. Since the 1980s, Congress has
included provisions in the annual appropriations acts that were intended to prevent
reductions in delivery frequency and closure of small town post offices, although the
practical effects of these proviso are unclear. Another legal developnisitde of Title
39 and of uncertain import is the progression of the Universal Postal Convention into an
agreement that places more legislative authority in the hands of postalleficd

addresses domestic as well as international postal services.

The Postal Reorganization Act established two main funding programs to cover
the costs of non-business-like universal services. The first was the publaeservi
appropriations program. It was scheduled to decline from $ 920 million in fiscal 1971 to
$ 460 million in fiscal 1985 and thereafter continue at that level. In the late 1970s and
early 1980s, Congress reduced or eliminated the scheduled public service appropriations
due to fiscal problems of the federal government. Since fiscal 1985, the Posieze Ser
not received any public service subsidy, apparently because it has detetiginsuch
funds "are no longer required to operate the Postal Service in accordance with the
policies of this title.* The second funding program was the revenue forgone subsidy. It
continued with adjustments, until questions arose in the mid-1980s about the correctness

139 U.S.C. § 2401(b)(2) (2006).
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of the methods of calculation used by the Postal Service. In 1993, Congress ended the
revenue forgone subsidy, except for an annual payment of $ 92 million that will iast unt
2035. Congress has not, however, eliminated the requirement to maintain reduced rates
for certain types of mail.

Interpretation and administration of the USO to 2006

A review of the interpretation and administration of legal provisions relating to
universal service since 1971 has suggests that the Postal Service has not been obliged by
law, to any significant degree, to extend service or a product to an unserved area, to
locate a post office or collection box in a particular place, to provide deliverygifispe
manner, to change the quality of a given service, or to redress a userdsritaps
universal service. The only service element where USO requirements do éiavi se
have a practical effect is price. Statutory requirements for rates hawvatiained

because they have been enforced by the Commission in each rate case.

Postal Accountability and Enhancement Act, 2006

The Postal Accountability and Enhancement Act did not explicitly address the
concept of a universal service obligation. The PAEA did not modify the main statutory
provisions associated with the “universal service obligation” under current law. The
PAEA left unchanged key provisions of Title 39, including section 101 (postal policy),
section 403 (general duties of the Postal Service), section 404(c) (uniform rate
requirements for letters) and section 3683 (uniform rate for library and mad)aMor
did the PAEA affect the annual appropriations rider which prescribes sixetlagrgt
and prohibits closure of small post offices.

Nonetheless, the PAEA modified several statutory provisions which adietes

elements of universal postal services. These changes include the following:

e division of domestic and international postal products into two categories:

market dominant and competitive;

e requirement that rates for market dominant products comply with a new
“modern system of regulation” to be devised by the Commission in accordance

with statutory principles;
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¢ relaxation of price controls over competitive products while requiring that
competitive products cover attributable costs and make a collective
contribution to institutional costs; addition of obligation to pay an assumed

federal income tax;

e modification of the rate preference for in-county newspapers to give thé Posta

Service and Commission more flexibility in defining the preference;
e adoption of more flexible size and weight limits for postal products;

e requirement that the Postal Service establish quality of service standactis w

meet statutory criteria;

e adoption of a statement of national policy with respect to international postal
services and other international delivery services and limitations on the scope

of international postal agreements; and

e requirement for the Postal Service to consult with interested parties before
closing or consolidating any processing or logistics facility.

Current Status of the USO

The United States Postal Service was established “to provide postals&vvice
bind the Nation together” through the supply of “prompt, reliable, and efficientesrvi
to patrons in all areas” with particular attention to ensuring “a maximuneeledr
effective and regular postal services to rural areas, communities, amdoswnal” The
Postal Service must transmit “written and printed matter, parcels, anddiiezials” and
“provide types of mail service to meet the needs of different categoriesilcdmd mail
users” by establishing a postal system that serves “as nearlyctisgtia the entire
population of the United States.” This is no question that the Postal Service i legall
“obliged” to provide a “universal postal service” throughout the United Staéss e
though Title 39 does not once use the term “universal service.”

At the same time, Title 39 and other U.S. laws do not currently provide a
complete or coherent description of the universal postal services which taeStwsice
is obliged to supply to the nation or which the government is otherwise prepared to
guarantee. Current postal laws were never intended to do so. The bulk of the statutes
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which are now interpreted as creating a universal service obligation wetecimal1958

as an attempt by one Congress to influence the ratemaking decisions of future
Congresses. These statutory phrases were reenacted in the Postal RéorgAcizaf

1970 as a statement of general goals and objectives, not as a set of speaéc servi
requirements to be met by the Postal Service. Indeed, ever since enadttherRostal
Reorganization Act, there has been strong opposition to the adoption of specific service
requirements for the Postal Service. This opposition has been grounded at leashin par
the view that such operational requirements would hamstring the ability of tla¢ Post
Service to manage postal operations and indicate a retreat from the achievement of
establishing a more “business-like” Postal Service. In the face of suchtappos

Congress has not tried to define precisely what types and levels of postasstheic

Postal Service is obliged to provide and how such an obligation might be enforced. Nor
has Congress delegated to the Commission (or other government agency) aothority t

give specific definition to the generalized obligation found in current statutes.

Although Congress has not sought to provide a complete definition of the
universal service obligation, it adopted some statutes that specific obligatideal tith
specific circumstances. Principally, it appears that the Postal 8éwbliged to provide
“six day delivery and rural delivery of mail” at no less than the 1983 level, to provide
postal services for certain types of types at reduced or geographicatisnundgites, to
follow certain procedures in closing post offices, and to price market dominant groduct
in accordance with price caps defined by reference to services andeigtesg in
December 2006.

The result is what might be termed a "quasi-USO"—a set of broadlg state
objectives whose implementation is left to the discretion of the Postal Sdnirice (
subject to political oversight) supplemented by a set of specific legal egrgnts in
certain areas. At no point has Congress tried to balance the costs and bernfits of t
different elements of universal service. Instead, the Postal Servicendan,ia some
measure legally obliged, to sacrifice the quality of some elements of saligervice in
order to adhere to the constraints placed on other elements of universal ferasce.
generally expected, mail volumes per capita continue to decline due to the use of

electronic alternatives, the pressure on the vaguely defined elementsinivérsal
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service obligation will only increase. Congress may therefore to consigopgimg a

more specific and deliberately balanced definition of the universal sebligaton in

the future.

GEORGE MASON UNIVERSITY NOVEMBER 2008



UNIVERSAL SERVICE OBLIGATION 20

1 Introduction: Defining "Universal Service Obligati on"

The purpose of this stufljo provide a comprehensive description of the development
and current status of federal laws tbalige the United States Postal Service to provide a

universal postal servicroughout the United States.

In considering the bill that became the Postal Accountability and Enhaniceme
Act of 2006, the Senate Governmental Affairs Committee explained the idea afsahive
service obligation as follows: “The Committee believes that sections 101(a), 40il(b)
403 of title 39 fully define the universal service obligatidThe subject of this study is
the “universal service obligation” in this sense. The purpose of this study is tosaddres
such questions as: What do sections 101 and 403 of Title 39 oblige the Postal Service to
do with respect to the provision of universal postal services? Why did Congress enact
these laws in the first place? What other laws or regulations, if any, imputs sir
related obligations on the Postal Service? To what extent do these laws aatioregul
fail to address elements of universal postal service that should logicaliytessed?

1.1 Objectives and Organization of This Study

This study has been prepared for the Postal Regulatory Commission (the
Commission) pursuant to instructions set out in the Postal Accountability and
Enhancement Act (PAEA) enacted by Congress in 2@¥&tion 702 of the PAEA
requires the Commission to prepare a report for Congress and the President on funiversa
postal service and the postal monopoly in the United States.” The report must irclude “

comprehensive review of the history and development of universal service . . ., including

2 The author is an attorney in private practice iashington, D.C., and Adjunct Professor, George
Mason University, School of Public Policy, ArlingtoVirginia. This paper was prepared for the George
Mason University School of Public Policy in conrientwith a study led by Professor A. Lee Fritschler
and conducted for the U.S. Postal Regulatory Comsions The generous assistance and encouragement of
Robert H. Cohen, A. Lee Fritschler, Richard R. JdPiristine Pommerening, and Michael Ravnitzky are
acknowledged with gratitude, as is research assistaf Townsend Bourne. All errors and other
infelicities are the sole responsibility of thelamit Comments or corrections are welcome and may be
directed to jcampbell@jcampbell.com. © 2008 Jam&ampbell Jr.

% S. Rep. No. 318, 108th Cong., 2d Sess., at 22.(25ig2004).
* Postal Accountability and Enhancement Act, PubNd. 109-435, 120 Stat. 3198 (2006).
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how the scope and standards of universal service and the postal monopoly have evolved
over time for the Nation and its urban and rural areas.” The report must alsotdelinea

“the scope and standards of universal service and the postal monopoly provided under
current law (including sections 101 and 403 of Title 39, United States Code), and current

rules, regulations, policy statements, and practices of the Postal Sérvice.”

This study is divided into eight chapters. The remainder of this chapter diwals wi
the definition of the terms, particularly the terorsversal serviceanduniversal service
obligation (or USO) that guide this study. Chapter 2 summarizes the laws that, prior to
World War 11, shaped the development of a government postal service thatelifimat
reached every corner of the nation. Chapter 3 describes how, after World War 11,
Congress drew together historical practices into the first formatgmnsent of national
postal policy, the Postal Policy Act of 1958. Chapter 4 explains how the Postal
Reorganization Act of 1970 developed what is currently considered a “univekgegéser
obligation,” largely by borrowing from the Postal Policy Act of 1958, but also by
introducing new concepts. Chapters 5 and 6 describe how the universal service obligation
of 1970 was reshaped by subsequent statutes and by regulatory or judicial attenset
Chapter 7 reviews the development of the PAEA and how it affected the universag servi
obligation. Chapter 8 summarizes the current status of the laws creatingsaini

service obligation.

1.2 Definition of “Universal Service Obligation” in Ths Study

At the beginning of the twenty-first century, it is readily apparent beatUnited
States is served by a national system of collection and delivery sehates t
“universal” in many respects. Almost every person in every corner of thergaant at
reasonable cost and with reasonable effort, send a letter or document or pdnoesto a
everyone else in every other corner of the country and expect the letter, dgaument
parcel to arrive within a reasonable period of time and almost completetysdoumany
cases, the sender may choose among different price and service optiomshyffire

® Postal Accountability and Enhancement Act, PubNd. 109-435, § 702, 120 Stat. 3198, 3243-
44 (2006).
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Postal Service and private delivery services. For purposes of this study, hotiewent i
self-evident which of these services should be regarded as “universal Seaxt@ghich
should be regarded as “non-universal services,” however widely availablenAr
services offered by the Postal Service to be considered “universal sedé@spge the
national reach of several private delivery services individually and the hebfvprivate
delivery services collectively? Should an evaluation of the “needs and expeatdtibas
United States public” consider only services provided by the Postal Senvizsst)
considering the Postal Service alone, are all of its services “universales” or only
some? Neither the PAEA nor postal laws as a whole offer a definitive amsthese

guestions.

1.2.1 Defining “Universal Postal Service”

The permanent code of postal laws, Title 39 of the United States Code, does not
use the ternuniversal serviceven once. The PAEA usasiversal servicen only two
places: the provision requiring a study of universal service and the postal monopoly
(section 702) and the provision requiring a study of the future business model of the
Postal Service (section 710). Neither is included in Title 39. For purposes of tlyis stud
however, the termniversal servicenust be defined in some manner and that definition
must be consistent with the requirements of section 702 of the PAEA and the intent of

Congress in requiring this report.

For purposes of this study, the necessary starting point for definingrsal
servicemust the text of the PAEA. Section 702 emplogg/ersal servicer universal

postal servicanine times. This section provides in pertinent part:

(a) Report by the Postal Regulatory Commission.—

(1) In general.—Not later than 24 months after the date of
enactment of this Act, the Postal Regulatory Commission shall submit
a report to the President and Congress on universal postal service and
the postal monopoly in the United States (in this section referred to as
“universal service and the postal monopoly"), including the monopoly
on the delivery of mail and on access to mailboxes.

(2) Contents.—The report under this subsection shall include—

(A) a comprehensive review of the history and development of
universal service and the postal monopoly, including how the
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scope and standards of universal service and the postal monopoly
have evolved over time for the Nation and its urban and rural
areas;

(B) the scope and standards of universal service and the postal
monopoly provided under current law (including sections 101 and
403 of title 39, United States Code), and current rules, regulations,
policy statements, and practices of the Postal Service;

(C) a description of any geographic areas, populations,
communities (including both urban and rural communities),
organizations, or other groups or entities not currently covered by
universal service or that are covered but that are receiving services
deficient in scope or quality or both; and

(D) the scope and standards of universal service and the postal
monopoly likely to be required in the future in order to meet the
needs and expectations of the United States public, including all
types of mail users, based on discussion of such assumptions,
alternative sets of assumptions, and analyses as the Postal Service
considers plausible.

(b) Recommended Changes to Universal Service and the Monopoly.—
The Postal Regulatory Commission shall include in the report under
subsection (a), and in all reports submitted under section 701 of this Act—

(1) any recommended changes to universal service and the postal
monopoly as the Commission considers appropriate, including changes
that the Commission may implement under current law and changes
that would require changes to current law, with estimated effects of the
recommendations on the service, financial condition, rates, and
security of mail provided by the Postal Service;

(2) with respect to each recommended change described
under paragraph (1)—

(A) an estimate of the costs of the Postal Service
attributable to the obligation to provide universal
service under current law; and

(B) an analysis of the likely benefit of the current
postal monopoly to the ability of the Postal Service to
sustain the current scope and standards of universal
service, including estimates of the financial benefit of
the postal monopoly to the extent practicable, under
current law; and

(3) such additional topics and recommendations as the
Commission considers appropriate, with estimated effects of the
recommendations on the service, financial condition, rates, and the
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security of mail provided by the Postal Senfice.

Judging from context, it is apparent that “universal service” may be tharad
by scope and constrained by legal standards set out in current laws and gulasores,
policy statements, and/or practices of the Postal Service. "UnivergakeSenay be said
to “cover” geographic areas and/or groups of persons, and some areas or grougs may b
said to be not now covered by universal service. An obligation to provide “universal
service” may result in costs for the Postal Service. Section 710, the only othsrqgurovi
of the PAEA to refer to “universal service,” uses the phrase twice, most sagiiiyian
reference to “continued availability of affordable, universal postal setkiroughout the
United States.” It is also apparent from section 702(2)(A) that sections@0103 of
Title 39 set out standards for “universal service.” These provisions offer thespsasfic

statutory indications of what is meant by the temversal servicén section 702.

1.2.2 Elements of Universal Service: 8§ 101 and 403 of Title 39

Section 101defines postal policy for purposes of the proper implementation of
Title 39 by all government agencies, not only to guide the operations of the Postal

Service. Section 101 provides in full,

§ 101. Postal policy

(a) The United States Postal Service shall be operated as a basic and
fundamental service provided to the people by the Government of the
United States, authorized by the Constitution, created by Act of Congress,
and supported by the people. 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
correspondence of the people. It shall provide prompt, reliable, and
efficient services to patrons in all areas and shall render postal se¢ovices
all communities. The costs of establishing and maintaining the Postal
Service shall not be apportioned to impair the overall value of such service
to the people.

® postal Accountability and Enhancement Act, PutNd. 109-435, § 702, 120 Stat. 3198, 3243-
44 (2006) (emphasis added).

" In this study, the "section X" refers to a secidiTitle 39 as amended by the Postal
Accountability and Enhancement Act unless othenividecated by context or citation. For example,
"section 101" refers to 39 U.S.C. § 101 (2006).eNb&tthis study refers to several different versions of
the United States Cod&).S.C.). See the bibliography at the end foritketa
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(b) The Postal Service shall provide a maximum degree of effective
and regular postal services to rural areas, communities, and small towns
where post offices are not self-sustaining. No small post office shall be
closed solely for operating at a deficit, it being the specific interteof t
Congress that effective postal services be insured to residents of both
urban and rural communities.

(c) As an employer, the Postal Service shall achieve and maintain
compensation for its officers and employees comparable to the rates and
types of compensation paid in the private sector of the economy of the
United States. It shall place particular emphasis upon opportunities for
career advancements of all officers and employees and the achievement of
worthwhile and satisfying careers in the service of the United States.

(d) Postal rates shall be established to apportion the costs of all postal
operations to all users of the mail on a fair and equitable basis.

(e) In determining all policies for postal services, the Postal Service
shall give the highest consideration to the requirement for the most
expeditious collection, transportation, and delivery of important letter
mail.

(f) In selecting modes of transportation, the Postal Service shall give
highest consideration to the prompt and economical delivery of all mail
and shall make a fair and equitable distribution of mail business to carriers
providing similar modes of transportation services to the Postal Service.
Modern methods of transporting mail by containerization and programs
designed to achieve overnight transportation to the destination of
important letter mail to all parts of the Nation shall be a primary goal of
postal operations.

(9) In planning and building new postal facilities, the Postal Service
shall emphasize the need for facilities and equipment designed to create
desirable working conditions for its officers and employees, a maximum
degree of convenience for efficient postal services, proper access to
existing and future air and surface transportation facilities, and control of
costs to the Postal Service.

Section 101 was enacted as part of the Postal Reorganization Act §faray @
the best known statement of postal policy. One other provision of Title 39 addresses
national postal policy. In 2006, the overall postal policy objectives of section 181 wer
supplemented by section 407(a), a declaration of national policy objectives for

international postal arrangements.

8 Postal Reorganization Act, Pub. L. No. 91-375S84t. 719 (1970). Section 2 of the Postal
Reorganization Act enacted a complete revisiormfde 39 of the United States Code.
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Section 403, also enacted by the Postal Reorganization Act, defines the “general

duties” of the Postal Service. It provides in full as follows,

8§ 403. General duties

(a) The Postal Service shall plan, develop, promote, and provide
adequate and efficient postal services at fair and reasonable ratessand fee
The Postal Service shall receive, transmit, and deliver throughout the
United States, its territories and possessions, and, pursuant to
arrangements entered into under sections 406 and 411 of this title,
throughout the world, written and printed matter, parcels, and like
materials and provide such other services incidental thereto as it finds
appropriate to its functions and in the public interest. The Postal Service
shall serve as nearly as practicable the entire population of the United
States.

(b) It shall be the responsibility of the Postal Service—

(1) to maintain an efficient system of collection, sorting, and
delivery of the mail nationwide;

(2) to provide types of mail service to meet the needs of different
categories of mail and mail users; and

(3) to establish and maintain postal facilities of such character and
in such locations, that postal patrons throughout the Nation will,
consistent with reasonable economies of postal operations, have ready
access to essential postal services.

(c) In providing services and in establishing classifications, rates, and
fees under this title, the Postal Service shall not, except as specifically
authorized in this title, make any undue or unreasonable discrimination
among users of the mails, nor shall it grant any undue or unreasonable
preferences to any such user.

A review of sections 101 and 403 suggestsuhatersal serviceefers to a postal
service or set of postal services that is characterized by seveuat$eat service
elements that are attained to such a degree or in such a manner that taevssnbe
considered “universal.” In sum, it appears tlnaiversal servicean be characterized by
six service elements with an expected level of attainment in each casriayapely as

follows:

1. Geographic scopé'Universal service" provides services “throughout the United
States” (8 403(a)) that serve “all areas” and “all communities” (§ 101(a)),

especially rural areas (8 101(b)), and “as nearly as practicable the entire

GEORGE MASON UNIVERSITY NOVEMBER 2008



UNIVERSAL SERVICE OBLIGATION 27

population of the United States” (8§ 403(a)) and also provides services to or from

military personnel abroad (8§ 403(a)).

2. Range of productsUniversal service" transmits a range of postal items including
“written and printed matter, parcels, and like materials” (8 403(a)) suiteddo “

needs of different categories of mail and mail users” (8 403(b)(2)).

3. Access facilities"Universal service" provides mailers “ready access” to the postal
system through an appropriate level of post offices and other acceseacilit
“consistent with reasonable economies” (§ 403(b)(3)), especially in rues e
101(b)).

4. Delivery services'Universal service" provides for the receipt, transmission, and

delivery of postal items (8 403(a)).

5. Rates"Universal service" charges prices that are fair, reasonable (8§ Y0R(a)
discriminatory (8 403(c)), and based on a “fair and equitable” apportionment of
costs (§ 101(d)).

6. Quality of service"Universal service" provides for the prompt, reliable, efficient
(8 101(a)), and adequate (§ 403(a)) transmission of postal items, with particular

attention to the “most expeditious” transmission of letters (§ 101(e)).

7. User protection"Universal service" should not only meet the needs of the nation
as a whole, but should “meet the needs of different categories of mail and mail
users” (8 403(b)(2)) and should prevent “any undue or unreasonable
discrimination among users of the mails” and not grant “any undue or

unreasonable preferences to any such user” (8§ 403(c)).

This seven-pronged concept of universal service appears to be consistent withrtte ma
in which the ternuniversal servicés used in section 702.

Simplifying this amalgam of statutory objectives found in sections 101 and 403

leads to the following definition afniversal servicdor purposes of this study:

Universal serviceA postal service or set of postal services that is
characterized by seven service elements that are attained to such adegree

such a manner that the postal service provided may be considered “universal.”
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The seven service elements and the level or manner of attainment presently

considered characteristic of universal service are:

1. Geographic scopdJniversal service provides services throughout the United
States, serving all areas and all communities, especially rural arehas nearly
as practicable the entire population of the United States and also providing service

to or from military personnel abroad.

2. Range of productdJniversal service transmits a range of postal items including
written and printed matter, parcels, and like materials suited to the needs of

different categories of mail and mail users.

3. AccessUniversal service provides mailers ready access to the postal system
through an appropriate level of post offices and other access facilities enhsist

with reasonable economies, especially in rural areas.

4. Delivery servicesUniversal service provides for the receipt, transmission, and

delivery of postal items.

5. Rates Universal service charges prices that are fair, reasonable, non-
discriminatory, and based on a fair and equitable apportionment of costs.

6. Quality of serviceUniversal service provides for the prompt, reliable, efficient,
and adequate transmission of postal items, with particular attention to the most

expeditious transmission of letters.

7. User protectionIndividual users should have adequate means to ensure they

receive universal services that are consistent with the universal selligation.

This definition is deliberately open-ended. Different observers could come to
different conclusions about when universal postal service was first atiaitredlUnited
States or whether the Postal Service presently provides prompt, reliablengfand
adequate services in all cases or serves as nearly as practicable¢hsopaiation of
the United States. This definition also leaves unresolved whether private aperajor
be considered to provide a portion of the universal service. This open-endedness appears
to be consistent with way the teumiversal services used in section 702 of the PAEA.

In other words, in this studyniversal serviceefers to a general concept and not to a
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specific pattern of national postal service.

Despite its open-ended quality, this definitioruafversal serviceffers guidance
for the report required by section 702 of the PAEA. The proposed definition determines
what aspects of national postal service should be included in the “history and
development” and “scope and standards” of universal service. Guided by this definition,
this study will address the history, development, standards, and future of the seven
service elements identified and how they ultimately became melded into skeatpre
concept of universal service. Other aspects of national postal policy, even though ver
important in many cases, will be considered outside the scope of the preserinhstudy.
should be noted that this approach to defining the concept of “universal postal sarvice” i
proposed onlyor the purposes of putting bounds on the scope of the study required by
section 702In particular, the proposed definition shoalut be interpreted as a proposed

statutory definition of “universal postal service.”

1.2.3 Defining “Universal Service Obligation” in This Study

In other industrialized countries that have addressed postal reform, thptaaince
universal postal service is closely related to a second concept, a “unieevead s
obligation” or USO. The USO islagal standardThat is, the USO is a legal command
from a law maker to a person or organization requiring that person or orgamizati
ensure that a minimum acceptable level of universal service is maintainedredtlydi
providing the necessary service or by contracting with or ordering others tdetbei

necessary service.

In countries where an explicit USO has been enacted, the USO provides legal
assurance thatlaasiclevel of universal postal services will be maintained. The USO
differs from a management plan which sets operational goals that the provideceEsse
should strive to achieve. The scope or quality of universal postal service$yactual
provided may, and generally should, exceed minimum standards set by the USO. For
example, in a given country the USO might require delivery to all addredsestdive
days per week, but the provider (or providers) of universal services might deliderys
a week to some addresses because it considers six-day service good busiitedg, Sim

the USO might require that at least 80 percent of postal items must beeatkebyehe
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end of the first business day after posting, whereas the provider (or providers) of
universal services may in fact deliver 90 percent of postal items withipehad.
Universal serviceefers to an operational concept, whengasersal service obligation

refers to a legal concept.

Section 702 of the PAEA appears to distinguish between the legal obligation and
actual operation in this manner. Paragraph (b)(2)(A) refers to an “obligatioovidgr
universal service.” It requires the Commission to prepare “an estimtte obsts of the
Postal Service attributable tioe obligation to provide universal servit&his paragraph
also requires a description of how such costs would changemnsitbrimended changes
to universal servicé In this passage, section 702 appears to require not an estimate of
the costs actually incurred by the Postal Service in providing universal posied sbut
rather an estimate of the net costs that the Postal Service would be remuiced as a
result of changes in a universal service obligation, i.e., changdedalabligationto
provide services that the Postal Service would not provide in the absence of such
obligation. This calculation is to be repeated for each change in the USO raudetme
by the Commission. Thus, the phrase “recommended changes to universal service” in
section 702(b)(1) appears to refer to changes in the legal requirements fosalniver

service and not to changes in the actual level of service that the Postal Seavides.

In sum, in section 702 of the PAEA Congress appears to be asking for the
Commission’s recommendations on changes tdeted standards for universal service
and not for advice on what services the Postal Service should provide within existing
legal standards. Similarly, other references to “standards of universaksamdi¢he
postal monopoly” in section 702 appear to refer to legal standémdsferring to legal
obligations and standards shaping universal service, section 702 thus appears to be
making the same distinction as used in other industrialized countries, i.e., thdidistinc
between the scope of universal postal service actually provided and the scope of the

“universal service obligation."

In this study, therefore, section 702 of the PAEA will be interpreted asireguir

° See§§ 702(2)(2)(A), 702(a)(2)(B), 702(a)(2)(D), 70Z@))

GEORGE MASON UNIVERSITY NOVEMBER 2008



UNIVERSAL SERVICE OBLIGATION 31

an account of the historical development of, the current status of, and the futurerneed f
the USO. For purposes of this study, timversal service obligatioor USO may be

defined as follows:

Universal service obligatiom legal requirement that sets specific
minimum levels of attainment for service elements of a postal servicegboh s
postal services) that serves substantially all persons in the Nation. A uhiversa
service obligation may be imposed upon one or more postal operators directly or
upon a government agency with authority to regulate postal operators.

In should be noted that this definition of the USO reaches well beyond the words of
sections 101 and 403. It includes all legal obligations imposed on the Postal Service
relating to the seven service elements of universal service idenbiee ahe
geographic scope of services, the range of products, access facilitiesydsdirvices,

level and structure rates, quality of service, and user protection.

1.3 Legal Measures Establishing the USO

Under current law, there are four types of legal measures that defigatobyi
standards for universal postal service: Title 39, appropriations and budget acts of

Congress, the Universal Postal Convention, and regulations adopted by the Commission.

Title 39 Title 39 of the United States Code includes several standards which
relate to the seven prongsuofiversal servicas provided by the Postal Service. For
example, section 404(d) requires the Postal Service to follow certain procedares be
closing post offices. Sections 3001 to 3010, 3014, and 3015 declare certain items to be
non-mailable items. Section 3691 requires the Postal Service to establish stiordards
guality of service. Section 404(c) requires the Postal Service to offer nateswivice
for letters sealed against inspection. Section 3683 requires uniform rates for books and
films. Sections 3403, 3404, 3626, and 3629 provide for free or reduced rates for certain
items. Sections 3621 to 3634 require the Postal Regulatory Commission to control rates
according to certain standards. The net costs incurred by the Postal Seeviesalt of
such legal obligations and restrictions would seem to be properly considered the costs of
the USO.
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Table 1. Elements of the universal service oblayati

Service element

Objectives in 8§ 101 and 403

Retlaidigations

1. Geographic scope

“Throughout the United Staf@<l03(a))
serving “all areas” and “all communities” (§
101(a)), especially rural areas (8 101(b)) and
nearly as practicable the entire population of
United States” (§ 403(b)(1)); to or from milita|
personnel abroad (§ 403(a)).

Appropriations acts: 6-day/rural delivery at
1983 level; maintain small/rural offices
%406. Military mail

tblaiversal Postal Convention

Y

2. Range of products

A range of postal items incdgdwritten and
printed matter, parcels, and like materials” (8§
403(a)) suited to “the needs of different
categories of mail and mail users” (§ 403(b)(

§ 404(c). Letter services

§ 407. International mail

Universal Postal Convention

PEE 3621-22. Market dominant products

88 3626, 3682. Preferred rate products

8§ 3001-10, 3014, 3015. Nonmailable items
§ 3682. Size and weight limits

3. Access

“Ready access” to the postal system ¢fiwran
appropriate level of post offices and other
access facilities “consistent with reasonable
economies” (§ 403(b)(3)), especially in rural
areas (§ 101(b)).

Appropriations acts: maintain small/rural
offices
§ 404(d). Post office closing procedures

4. Delivery

Receipt, transmission, and deliverypostal
items (8 403(a)).

Appropriations acts: 6-day/rural delivery at
1983 level

5. Rates

Fair, reasonable (§ 403(a)), without “uenadr
unreasonable discrimination” (§ 403(c)), and
based on a “fair and equitable” apportionmer
of costs (§ 101(d)).

§ 404(c). Uniform letter rates

§ 3638. Uniform rates for books and films.
88§ 3403, 3404, 3626, 3629. Reduced rates
8§ 3621-3634. Standards for PRC review
PRC Modern System of Rate Regulation

6. Quality of service

Prompt, reliable, efficie6t101(a)), and
adequate (8§ 403(a)) transmission of postal
items, with particular attention to the “most

expeditious” transmission of letters (§ 101(e)).

§ 3661. PRC report on changes in services
§ 3691. Quality of service standards

7. User protection

Postal services suited to “theds of different
categories of mail and mail users” (§ 403(b)(
and without “ undue or unreasonable

§ 3662. Complaint procedure
)

discrimination” (§ 403(c)).

Appropriations and budget acts of Congresknost all of the funds used to

operate the Postal Service come from postage receipts. Although technicatiye @f

the United States government (because the Postal Service is an agency of the

government), this money has been appropriated to the Postal Service on a permanent

basis'® On top of this, Congress annually appropriates additional funds to the Postal

Service to pay for certain services ordered by Congress. Under the Camgidssdget

1939 U.S.C. § 2401(a) (2006).
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process, appropriations acts are supplemented by budget resolutions and acts which
reconcile existing statutes with budgetary constraints. Provisions addedeto thes
appropriations and budget acts can significantly affect the provision of univengaks

in two ways. First, the amount of money appropriated for the Postal Servicefewy af

the scope of services that can be offered. Second, the appropriations and budget acts may
include substantive provisions (often called “riders” if attached to an appropsiaict)

that direct the Postal Service to provide or not provide certain services. Fqlexam

the 2006 postal appropriations bill, Congress included two riders related to universal
service. One directed that Postal Service to maintain six-day deliveryrahdelivery

of mail at not less than the 1983 levels. The other declared that none of the funds

provided could be used to consolidate or close small rural and other small post offices.

Universal Postal Convention the Universal Postal Convention (2004), the
United States agreed with other member countries of the Universal Postal @nion t
provide universal services under certain conditions until December 31, 2009. These
commitments relate primarily to the geographic scope of services, radegiality of
services. In addition, the United States government is obliged to provide delivery of
inbound international mail and transit services for international mail crogergrritory
of the United States. The government has imposed these obligations on the Postal

Service.

Regulations of the Postal Regulatory Commissidre Postal Regulatory
Commission adopts regulations which create standards for universal servioesilyri

with respect to rates and classifications and associated accountingggsract

Table 1 provides a summary of the universal service obligations set out in
sections 101 and 403 of Title 39 with a list of specific statutory and regulatoryntéeme
which impose, or arguably impose, additional or related obligations on the Postagé Servic
The main body of this study explains the development of sections 101 and 403 and the
related statutory and regulatory provisions listed in Table 1. The finalezhaitit
consider to what extent these various elements add uprniwersal service obligation

for the Postal Service.
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1.4 Legal Obligations of the Postal Service Outside thcope of the
uso

The seven-pronged definition of “universal postal service” adopted for the
purpose of this study does not include all of the public service activities of tled Post
Service or all of the characteristics of postal services offered byo#tal BService. This
definition does not, for example, include the assistance that the Postal Serders te
the Department of State in the processing of passport applications (othdrethan t
provision of postal services for such applications). Nor does it include law entartem
activities of the Postal Inspection Service. Such activities are “puniicss,” but they
do not seem to be “universal postal service” as that term is used in section 702 of the
PAEAM

Likewise, the proposed approach to “universal postal service” does not include
attributes of the Postal Service which are not elements of the servigakygatovided to
the public. For example, section 101 refers to at least two objectives of nationhl posta
policy that are not included in the seven-pronged approach described abowe: (i) fa
conditions of employment (88 101(c), 101(g)) and (ii) a fair and equitable distribution of
mail transportation contracts (8 101(f)). While these goals affechémmerin which the
Postal Service operates, they do not relate teehaceprovided to mailers and
addressees. According to normal usage, a “service” is the “helping or doingowork f
someone else'? In this study, the termniversal servicas used in section 702 of the
PAEA is interpreted to refer wervices provided by the Postal Service and not to non-

service attributes of the Postal Servite.

M Section 3651(b)(1)(C) of Title 39, added by theEPAappears to draw a similar distinction
when it refers to “other public services or actestwhich, in the judgment of the Postal Regulatory
Commission, would not otherwise have been provimethe Postal Service but for the requirements of
law.”

12 5eeThe New Oxford American Dictionary.v. “service.”

13 This view appears to be supported by a reviewegislative history. Committee reports leading
to the PAEA treat universal service and employnaasrgeparate issues. The House report states, “The
legislation creates a modern system of rate reigula¢stablishes fair competition rules and a péuler
new regulator, addresses the Postal Servigaigersal service obligatioand the scope of the mail
monopoly, and institutesnprovements to the collective bargaining procelisR. Rep. No. 66, 109th
Cong., 1st Sess., at 43 (Apr. 28, 2005) (emphaksied). Thus, the universal service obligation seems
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Similarly, the definition of the universal service obligation adopted for thay's
excludes many legal obligations imposed on the Postal Service. While the Rogtz S
has been established by law to provide postal services to the Nation and must supply
these services in accordance with a host of statutory requirements, not akof the
requirements are “universal service” requirements. Many requirement&xdmple,
treatment of employees according to certain governmental standards ovithilesspect
to federal contracting—do not relate to the elements of universal service. Tak Pos
Service would presumably remain bound by these requirements even if it were not
obliged to provide universal postal service. Such requirements, although legalistsnstra
imposed on the Postal Service, are not considered universal service requirements or pa

of the universal service obligation.

Finally, the concept of a “universal service obligation” in this study does not
include requirements which the Postal Service imposes on itself. For exdraple, t
Domestic Mail Manuatiescribes rates and standards for domestic mail services; it is
essentially a set of instructions from Postal Service management topheyees.
Because the Postal Service is a government agency, it has adofiedistic Mail
Manualas a federal regulatidfiBy its nature, however, an “obligation” appears to refer

to an externally-imposed requirement not an internal management practiue.dtudy,

distinguishable from the collective bargaining s Likewise, the Senate report refers to “thé&bas
features of universal service-affordable rategjfent delivery, and convenient community accesstl
postal services.” S. Rep. No. 318, 108th Cong$Sé@ss., at 1 (Aug. 25, 2004).

In Congressional debates, leaders in the preparafithe PAEA also seemed to indicate an
understanding that universal service and emploympeattices were different matters of conc&ee, e.g
151 Cong. Rec. H6512 (daily ed., Jul. 26, 2005néks of Mr. Davis of Illinois) (“For consumers it
preserves universal service, maintains high-quatiydards, and eliminates unfair mailing costthab
they have an affordable and reliable means of comication. For workers it protects collective bargag
and offers whistleblower protections that are ndedesnsure safe employment.”); 151 Cong. Rec. B651
(daily ed., Jul. 26, 2005) (remarks of Mr. T. DaefsVirginia) (“Universal service. First and forestothe
bill preserves the Postal Service's commitmennivassal service, the guaranteed delivery 6 daysek
to each and every address in the United Statd$?);Cong. Rec. H9179 (daily ed., Dec. 8, 2006) &
of Mr. Davis of lllinois) (“This bill has many hidights. It provides for ratemaking flexibility, rat
stability, universal service, high quality standgrand collective bargaining.”); 152 Cong. Rec. 891
(daily ed., Dec. 8, 2006) (remarks of Mr. McHughN®Ew York) (“The universal service mission of the
Postal Service remained the same, as stated s39tbf the U.S. Code: ‘The Postal Service shalelas
its basic function the obligation to provide posaivices to bind the Nation together through tesgnal,
educational, literary, and business correspondefttee people. It shall provide prompt, reliableda
efficient services to patrons in all areas andlskalder postal services to all communities.™).

Y39 C.F.R. § 111.1 (2007).
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therefore, standards which the Postal Service imposes on its operations will dereohsi

standards of universal service but not elements of the universal service obligation.
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2 Legal Evolution of National Postal Services

Although the idea of a “universal service obligation” is relatively new in Acaarpostal
law, there is a long history of laws that have shaped development of national postal
service. In the nineteenth and early twentieth centuries, Congress functiomedriess

as the top management committee of the Post Office. Each Congress considered and
enacted multiple postal acts dealing with postal routes, annual appropriatiorsyesmpl
wages, changes in rates and services, international postal agreementseatupiats.

Until the end of World War II, each house of Congress maintained a full standing
committee devoted exclusively to post offices and post roaisis legal history formed
the starting point when Congress, in the 1950s, decided to adopt a formal statement of
national postal policy, a first step towards defining a universal service obtigdthis
chapter summarizes the legal development of the Post Office and its stvices

approximately the beginning of World War 1.

2.1 Establishment of the Post Office

On July 26, 1775, three months after the battles of Lexington and Concord and
almost a year before the signing of the Declaration of Independence,dhd sec
Continental Congress founded the American post office by adopting a simpd® moti

creating the position of Postmaster General:

That a postmaster General be appointed for the United Colonies, who
shall hold his office at Philddand shall be allowed a salary of 1000
dollars per an: for himself, and 340 dollars per an: for a secretary and
Comptroller, with power to appoint such, and so many deputies as to him
may seem proper and necessary.

That a line of posts be appointed under the direction of the Postmaster
general, from Falmouth in New England to Savannah in Georgia, with as
many cross posts as he shall think fit.

> House Committee on Post Office and Post Roads8(18@6) and the Senate Committee of
Post Offices and Post Roads (1816-19%geNational Archives, Legislative Branch, The Ceritar
Legislative Archives, "Guide to the Records of th&. House of Representatives, 1789-1989," andd&ui
to the Records of the U.S. Senate, 1789-1989"adailfrom http://www.archives.gov/legislative/fimdj
aids/index.html.
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Table 2. Major statutes in of development of uréaéservices,1775 to 1960

1775 Post Office founded by Continental Congress. Letberly.

1781 First postal act, an ordinance of Continental Cesgyr

1792, 1794 | First postal acts of Congress. Post Office estadtisas an office in Treasury.
Newspapers admitted (1792). Magazines admittepbacesavailable basis (1794).

1825 Codification of postal laws.

1836 Reorganization of the Post Office. Fiscal conttightened; funds to be appropriated by
Congress.

1845, 1851 | "Cheap postage” brings reduction in letter ratesght-based rates, envelopes, pre-paid
;tgtrgpf)cs)'r miscellaneous printed matter like adventisnts (1845).
3¢ per half oz for intracity letters up to 3000 esi(1851).

1847 Outbound international mail service begins.

1863 Free city delivery begins in large cities (firgificant collection and delivery services).
Mail divided in "classes" (3 classes).

1872 Codification of postal laws.
Post Office established as Post Office Department.

1874 Revised Statutes (codification of all U.S. laws).
Universal Postal Union founded (U.S. is charter foem

1879 Four classes of mail adopted (lasts until 1996).

1885 2¢ per oz. stamp for letters. First uniform lette for intercity and intracity letters.

1896, 1902 | Rural free delivery begins (experiment, 1896; mpelenanent, 1902)

1912 Parcel post begins.

1912, 1916 Village delivery begins (experiment, 1912; madenparent, 1916).

1932, 1933 | 3¢ stamp for letters in 1932; local rates reduce2itin 1933

1958 4¢ stamp for letters; Postal Policy Act of 1958

1960 Codification of postal laws

That the allowance to the deputies in lieu of salary and all contingent
expences, shall be 20 per cent. on the sums they collect and pay into the
General post office annually, when the whole is under or not exceeding
1000 Dollars, and ten per cent. for all sums above 1000 dollars a year.

That the rates of postage shall be 26gmt less than those appointed
by act of Parliamen

162 J. Cont. Cong. 208 (Jul. 26, 1775).
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Benjamin Franklin, a printer and until 1774 one of top officials of the British PosOffic

in North America, was chosen to be the first Postmaster General.

On July 4, 1776, Congress declared independence from England and began work
on a legal framework for the new government. Articles of Confederation were not
approved by Congress until November 15, 1777, and did not become effective until
ratification by Maryland in March 1781. Under the Articles of Confederation, tlexde
government was grant@xclusiveauthority to establish anterstatepost office. Article
IX provided as follows:

The United States in Congress assembled shall also have the sole and

exclusive right and power of . . . establishing or regulating post offices

from one State to another, throughout all the United States, and exacting

such postage on the papers passing through the same as may be requisite
to defray the expenses of the said offite.

Pursuant to the Articles of Confederation, Congress formally establistied an
organized a national post office in the ordinance of October 18, 1782. The ordinance was
a jumbled text drawn mainly from the British postal law of 1710 and consisting of
eighteen unnumbered paragraphs. Establishment of the Post Office was set out as

follows:

Be it therefore ordained by the United States in Congress assembled,
and it is hereby ordained by the authority of the same, that a continued
communication of posts throughout these United States, shall be
established and maintained by and under the direction of the Postmaster
General of these United States, to extend to and from the State of New
Hampshire and the State of Georgia inclusive, and to and from such other
parts of these United States, as from time to time, he shall judge necessary,
or Congress shall direct.

And be it further ordained by the authority aforesaid, that the
Postmaster General for the time being, shall, from time to time,
superintend and direct the Post Office in all its various departments and
services throughout the extent aforesaid *%. . .

In 1789, a new federal government was established under a Constitution that

superseded the Articles of Confederation. The Constitution authorized Colfijcess

7 Articles of Confederatigrart. IX (1781) (emphasis added).
18 Ordinance of Oct. 18, 1782, 23 J. Cont. Cong. 670.
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establish Post Offices and post Roatihtit unlike the Articles of Confederation did not
grant Congress the sole and exclusive power to do so nor limit the federal government to
the operation of interstate postal services. In its first three sessions, €oognénued in
effect the post office established by the ordinance of 1782 while it considered how to
implement its new authori§. The main issue was how much Congress should involve
itself in management of the postal system and how much discretion should be delegated
to the President. In the end, Congress decided to retain control over the mais fd#ature

the post office.

The Post Office and national postal service were then organized by the act of
1792. Following English practice, the office of the Postmaster Generabeatsd within
the Department of the TreasurySalaried staff consisted of only the Postmaster General
and a handful of assistants. Until the second half of the nineteenth century, the major
function of the Post Office was contracting for intercity transportation ahtits?2
Postmasters were akin to franchisees; they were appointed by the Pars@easral or
the President (after 1829) and compensated from commissions on postage th&dcollect
from addresseetsenders rarely prepaid postage) when they called for their lettegss(lett

were rarely delivered}®

In the 1820s, the prestige of the Post Office rose under the leadership of a capabl
and strong-minded Postmaster General, John McLean. McLean began to refer to the
“Post Office Department” and insisted that the proper role of the Post Oticpublic

service, not collection of general revenues as in the British sy&tEne notion of the

9U.s. Const. art. 1, § 8.

20 Act of Sept. 22, 1789, ch. 16, 1 Stat. 70; AcAaf). 4, 1790, ch. 36, 1 Stat. 178; Act of Mar. 3,
1791, ch. 23, 1 Stat. 218.

2 Act of Feb. 20, 1792, ch. 7, § 3, 1 Stat. 232,234

22 Act of Feb. 20, 1792, ch. 7, § 6, 1 Stat. 232,. 284l 1829, contract transportation accounted
for almost 60 percent of total expenses. Ridistory of the Post OfficApp. C, Tables IlI, VIII.

B gee, e.g Act of Mar. 3, 1825, ch. 64, § 14, 4 Stat. 1025-06 (specifying commissions
allowed postmasters).

%4 SeeJohn,Spreading the NewK)7-09; RichHistory of the Post Offic&12-13, 164-65. Rich
writes, “A careful examination of the letter-boalisthe Postmaster General shows that the heading
‘General Post Office’ was in use December, 182Jemibwas replaced by ‘General Post Office
Department.’ After September 1, 1823, letters vimraded ‘Post Office Departmentlbid., 112-13.
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Post Office as a separate department caught on. A important codificatienpufstal
laws in 1825 was entitled “An Act to reduce into one the several acts establistiing a

regulating the Post-office Departmeft.”

In 1829, the newly elected President Andrew Jackson took over appointment of
postmasters earning more than $1,000 in commissions as a way of rewarding his
supporters. President Jackson moved McLean to the Supreme Court because he opposed
politicization of the Post Office. Jackson then appointed William T. Barry to be
Postmaster General and included him in his cabinet. In this manner, the Parstmast

General became a cabinet official.

In 1836, Congress reorganized the Post Office to improve accounting cohtrols.
Revenues were required to be transferred to the Treasury instead of disbucdlydogire
the Postmaster General. The Postmaster General was directed to subsniized
budget to Congress each year, and Congress authorized funds for postal aasitiities
deemed appropriate. The Postmaster General was also required to makerepguls to
Congress on the operation of the Post Office. A new office, the Auditor of the Post
Office, was created within the Treasury to oversee the accounts of theffrmstThe
Auditor was appointed by the President with the advice and consent of the Senate. The
President’s authority to appoint postmasters earning more than $1,000 in commission was
confirmed by statute, but appointments were made subject to the advice and consent of

the Senate.

In 1872, Congress codified the postal laws for the first time since 1825 and
formally established the Post Office Department as its own departmgove&inment.
The four principal officers, the Postmaster General and three AssistamiaBtests
General, were to be appointed by the President with the advice and consent of the Sena
and could only be removed by the same process. Their terms of office waesl aligh

the President’$® The body of postal laws was not codified again by Congress until

%% Act of Mar. 3, 1825, ch. 64, 4 Stat. 102.

% seeRoper,The United States Post Offib&, 295; JohrSpreading the New&13-18.

27 Act of July 2, 1836, ch. 270, 5 Stat. 8keRoper, The United States Post Offi6&-58.

8 Act of June 8, 1872, ch. 335, §§ 1-2, 17 Stat, 283-84. Terms of office for the officers of the
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1960%° and the Post Office Department was not fundamentally reorganized until the

Postal Reorganization Act of 1970.
2.2 Evolution of the Geographic Scope of Postal Seeyi@ 789-1945

2.2.1 Intercity Postal Systems: Post Roads and Post Offices

Early postal laws were grounded in a pre-industrial concept of a “postadirsyst
Before about 1840, a “postal” system was literally a series of postsagprstations,
located along a “post road.” In eighteenth-century England and colonial Aptegca
“mail” (or pouch) was originally carried by walking messengers (a “fost’p or by
mounted riders (a “horse post”). In the late eighteenth century, as roads ichpnavehe
volume of mail increased, “stage coaches” were employed on main roads. ©n wate
routes, the mail was carried by regularly scheduled “packet boats.” Tloh&ecteristic
was the regular schedule, for ships normally sailed only when there wagstiffargo

to justify a voyage.

For early Congresses, specifying the geographic reach of the natiaial pos
service was a matter of designating which roads would be used as “post roags” al
which “post offices” would be located for collection and distribution of letters and
newspapers. In the first section of the first postal act, enacted in 1792, Congrdgbdist
post roads to be established. The act begins by establishing the route of the main North
South post road from Maine to Georgia as follows:

From Wisscassett in the district of Maine, to Savannah in Georgia, by the

following route, to wit: Portland, Portsmouth, Newburyport, Ipswich,

Salem, Boston, Worcester, Springfield, Hartford, Middletown, New

Haven, Stratford, Fairfield, Norwalk, Stamford, New York, Newark,

Elizabethtown, Woodbridge, Brunswick, Princeton, Trenton, Bristol,
Philadelphia, Chester, Wilmington, Elkton, Charlestown, Havre de Grace,

Post Office Department extended one month aftePtiesident’s.

29|n 1926, Congress codified all prior statutes peamanent nature into a topically organized
consolidation called the United States Code. ThitedrStates Code was not, however, positive lady; on
“prima facie” evidence of the law. Act of June 3926, ch. 712, 44 Stat. 777. The law remained the
original statutes unless Congress enacted spétéis of the code as positive law and repealedbtiginal
statutes. Congress did not enact Title 39, theaptile of the United States Code, into positise luntil
1960.
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Hartford, Baltimore, Bladensburg, Georgetown, Alexandria, Colchester,
Dumfries, Fredericksburg, Bowling Green, Hanover Court House,
Richmond, Petersburg, Halifax, Tarborough, Smithfield, Fayetteville,
Newbridge over Drowning creek, Cheraw Court House, Camden,
Statesburg, Columbia, Cambridge and Augusta; and from thence to
Savannah ..

Other post roads branched off the main route, for example, “from Baltimore, by
Fredericktown and Sharpsburg, to Hagarstown; and from thence to Chambersburg” and
“from New York, by Albany, Bennington, Manchester and Rutland, to Burlington, on
Lake Champlain3 In addition to the post roads established by Congress, the Postmaster
General was authorized to enter into contracts to extend the lines of posts for i to eig

years>?

The length of post roads rose rapidly from about 1,875 miles in 1790 to 343,888
in 1880. In 1792, the list of post roads took up two pages iStdtates at Largehe
official compilation of the acts of Congress. Each Congress consideredausnpeist
road bills. In 1810, Congress repealed previous post road laws and codified the list of
post roads in an act that took 10 pages oBtlatutes at Largé® In 1854, the same
exercise required 198 pag¥dn the Revised Statutes adopted in 1874, codification of

the list of post roads was placed in a separate part, requiring 343*pages.

Congress continued to designate individual post roads in legislation until 1884.
Previously, Congress has used a generic designation of post roads to authorize the
Postmaster General to contract for carriage of mail by non-road rabttasel. In 1823,
Congress declared “all waters on which steamboats regularly pass from pant’ tto be

post roads® In 1838, Congress declared all railroads to be “post rotitds.1884,

30 Act of Feb. 20, 1792, ch. 7, § 1, 1 Stat. 232.

3L Act of Feb. 20, 1792, ch. 7, § 1, 1 Stat. 232,.233
% Act of Feb. 20, 1792, ch. 7, § 2, 1 Stat. 232,.233
33 Act of Apr. 28, 1810, ch. 30, 2 Stat. 579.

34 Act of Aug. 8, 1854, ch. 230, 10 Stat. 349.

% Revised Statutes, Part 2 (1875).

% Act of Mar. 3, 1823, ch. 33, § 3, 3 Stat. 764,.767

37 Act of July 7, 1838, ch. 172, § 2, 5 Stat. 2713.28is unclear why this provision uses the term
“post route” instead of the traditional term “posad.”
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Congress declared “all public roads and highways while kept up and maintained as such
are hereby declared to be post rout&s.”

Table 3. Post roads and post offices, 1790 to 1900

Post roads Post roads Post offices Post offices
Post Post per 1000 per 100,000 per 1000 per 100,000
roads offices sq. mi. pop. sq. mi. pop.
1790 1,875 75 2 48 0 2
1800 20,817 903 24 392 1 17
1810 36,406 2,300 22 503 1 32
1820 73,492 4,500 42 762 3 47
1830 114,780 8,450 66 892 5 66
1840 155,739 13,468 89 912 8 79
1850 193,751 18,417 66 835 6 79
1860 240,594 28,498 81 765 10 91
1870 231,232 28,492 78 600 10 74
1880 343,888 42,989 116 686 14 86
1890 62,401 21 99
1900 76,688 26 101

SourcesRich, The History of the United States Post @ffi@2;Postmaster General Ann. Rep829 to
1880), Carter et alHlistorical Statistics of the United States: MilléalnEdition, tables Aal-2; Dg181.

Although there was little opposition to the bill relinquishing congressional control
over the designation of post roads, Senator Preston Plumb (Repub., Kansas) was

concerned. He precipitated a revealing discussion that indicates hewdittiol

Congress actually exerted over the geographic scope of the national postal $ertvie
following passage, the other speakers were Senator Nathaniel Hill (R€épldrado),
Chairman of the Committee on Post Office and Post Roads, Senator Eugene Hale
(Repub., Maine), and Senator M.C. Butler (Dem., South Carolina).

Mr. PLumB. . . . This simply takes out of the hands of Congress all

control of the postal service of the United States except so far as relates to
the carriage on railroads. The Postmaster-General having before him that
ganglion of tracts called township roads, county roads, State roads,
national roads, may at his own sweet will put on daily service, weekly
service, tri-weekly service, semi-monthly or monthly or any other service
he pleases, obligating the Government to pay for it, and Congress will
know nothing about it until after the contracts have been made and they

%8 Act of Mar. 1, 1884, ch. 9, 23 Stat. 3.
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shall be reported to Congress with a polite request to have the necessary
money appropriated to pay obligations already incurred.

While | can think of a great many cases where this power would be
justifiable, it seems to me it is wise to consider that heretofore Congress
has never given to the Postmaster-General power to put on temporary
service, that is, service over a route not established by law, for a longer
period than twelve months, and I think now the limit is six months by law.
For a long time there was no provision whatever for service of that kind. |
only speak of that to show how cautiously and conservatively Congress
has heretofore guarded the power of the establishment of postal service.

Mr. SAwYER. | should like to ask the Senator from Kansas if he has
ever known a case where a member or a Senator asked to have a road put
in as a post-road where it was not done? This is to save us from passing a
large post-route bill every year.

Mr. PLumB. There is no doubt our methods of legislation are
cumbrous, but that is one of the inevitable accompaniments of republican
government anyhow; and even if we do legislate as a matter of course, that
is to say, if we do put on post-routes simply at the request of anybody who
chooses to offer an amendment to that effect, that is a better guard than it
is to throw open the entire road system of the United States to the
Postmaster-General with a continual discretion to him that he shall
wherever he sees fit put on service not limited to daily or weekly or tri-
weekly, but to make it just as much and as often as he pleases.

Mr. BUTLER. If the Senator will pardon me, I think the Postmaster-
General practically does that now. We pass a post-route bill every session
embracing a number of post-routes, and the Postmaster-General puts
postal service on or not as he sees fit. He puts weekly service or tri-weekly
service or daily service on what are known as the star routes, or no service
at all, just as he sees proper. It seems to me he has just as much power
now for all practical purposes as he would have under the operation of this
bill.

Mr. PLumB. He can not put service on a route that is not established by
law.

Mr. BUTLER. Of course he can not, but he does put it or not on all that
are established by law, as he chooses.

Mr. PLumB. It is true he does; but if we open to him not only the
number of routes named in the statute, but all the other traveled roads in
the United States, and say to him he has that power, how do we know he
will not exercise it improvidently? It is simply abdicating the whole
control of the postal service in favor of the Postmaster-General. That is all
it is.

Mr. HiLL. | should like to ask the Senator from Kansas if he is not
aware that there are thousands of post-routes now established in the
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United States on which no service has been ever put, so that the mere fact
of establishing more routes will not in the slightest degree increase the
amount of service which shall be put on the routes?

Mr. PLumB. If that is true it is a confession that this bill is not
necessary; and inasmuch as we have got along reasonably well under the
old system, why not maintain it?

Mr. HiLL. It has been the custom in Congress for many years at every
session to pass a post-route bill. It involves a great deal of labor and a
great deal of expense, and it has appeared to the committee to be an
entirely unnecessary labor. We put upon those bills in every case every
route that is offered, no matter from what source it comes; we see that the
route is put on the bill, and never of my knowledge has there been an
objection made to any route being put upon one of those bills. | can see no
harm that can possibly result from the passage of this bill and a great deal
of good.

Mr. HALE. | suppose that what the Senator from Colorado has alluded
to is precisely the object of this bill. Every year there is an annual post-
route bill and every Senator who wants a route put on in his State and
every Representative in the other branch who wants a route put on in his
district puts it on; nobody ever objects; it goes into the post-route bill; it
goes through without an objection; and the Postmaster-General puts as
much service as he chooses, after investigation, on those routes.

Mr. BUTLER. And as little as he chooses.

Mr. HALE. And as little as he chooses. The operation practically is that
if there is a new route to be established it frequently has to wait a year or a
session of Congress before it can be got into the post-route bill, but it
always goes in in time, nobody objecting. | take it the principle of this bill
is to take away the necessity for that delay, and instead of doing it
piecemeal as we always do nobody objecting, to give general authority to
the Postmaster-General to put on service wherever he deems it essential
without waiting for this annual post-route bill. It seems to me that it. is a
good measure and that it will save something by avoiding the passage of
the annual bill which is practically useléSs.

Congress did not exercise the same level of control over establishment of post
offices. The 1792 act authorized the Postmaster General to appoint “deputy parstmast
at all places where such shall be found neceséafath deputy postmaster was to

“keep an office in which one or more persons shall attend at such hours as the Postmaste

3915 Cong. Rec1113 (Feb. 14, 1884).
0 Act of Feb. 20, 1792, ch. 7, § 3, 1 Stat. 232,.234
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General shall direct, for the purpose of performing the duties théfelofthe post act of

1799, authority to establish post offices was clearly vested in the Postmesealc
The Postmaster General shall appoint an assistant, and such clerks as may
be necessary for performing the business of his office; he shall establish

post-offices, and appoint postmasters, at all such places as shall appear to
rlizm expedient, on the post roads that are or may be established by law . . .

This delegation of authority remained essentially unchanged through the RewisgesS

of 1878 and was incorporated in similar terms in the postal code of 4960.

While the authority to establish a post office presumably implied the autrority t
discontinue a post office, in February 1861, on the eve of Civil War, Congress explicitly
authorized the Postmaster General to discontinue post offices when in his judgment,

the postal service cannot be safely continued, or the post office revenues

collected, or the postallaws maintained, on any post route, by reason of

any cause whatsoever, the Postmaster General is hereby authorized to

discontinue the postal service on such route, or any part thereof, and any

post offices thereon, till the same can be safely restored, and shall report
his action to Congress.

This authority, too, was retained in the postal law with little change through theodest ¢
of 1960:°

Establishment of post offices may be distinguished from the erection of post
office buildings Early post offices were not separate, monumental buildings. With the
exception of a few major cities, post offices were usually located in lgasetbrs of

buildings such as hotels or mercantile exchanges. Not until the Civil War did €sngre

41 Act of Feb. 20, 1792, ch. 7, § 7, 1 Stat. 232,-234
42 pct of Mar. 2, 1799, ch. 43, § 1, 1 Stat. 733.
“3 Revised Statutes § 3829 (2d ed., 1878).

4 Act of Sept. 2, 1960, Pub. L. No. 86-682, § 70(li(g)74 Stat. 578, 582 (“The Postmaster
General may— (1) establish post offices as he despadient”).

5 Act of Feb. 28, 1861, ch. 61, 12 Stat. 177.

6 Act of Sept. 2, 1960, Pub. L. No. 86-682, § 70(g)74 Stat. 578, 582 (“The Postmaster
General may . . . (2) discontinue post offices wthemefficiency of the service requires or reverares
endangered from any cause”).
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begin to build substantial federal buildings to house the post office, federal court,

customs agents, and other federal offftes.

Since 1900, the role of post offices has declined as a measure of the extent of the
national postal service. Most postal patrons today receive most postalsesvioeans
of collection and delivery services. In 2000, the United States had fewer poss qiér
million residents (99) than it did in 1794 (101). The high water mark for the system of
post offices was attained in 1894, when there were 1,022 post offices per million
residents, or one post office for every 987 residents. In absolute terms, tiheumaxi
number of post offices was 76,945 in 1901. Today, the Postal Service has about half that

number.

2.2.2 Early City Delivery Services, 1792-1862

Before the Revolutionary War, intercity letters were occasionallyeteld to
recipients in the environs of a post office by messengers informally appointegl by th
postmastef® Section 28 of the postal act of 1794 explicitly authorized the Postmaster
General to continue this practice. Local “letter carriers” were natisdlamployees of
the Post Office but paid 2¢ per letter by the addressee in addition to the postage due,
which the letter carrier collected for the postmaster. Although it was pe$sitd sender
to pre-pay postage, it was not the custom and rarely happened. The 1794 act also
provided that a person could drop a letter at a post office for later collectsmnimBone
residing in same city. For each “drop letter,” a postmaster received 16dguétdrop
letters and delivery by letter carriers were not considered “postaitesy and letters so

handled were not “in the mail” or “carried by post.”

Section 28 of the 1794 act provided in full:

*" John,Spreading the Newk12-15. In 1917, a prominent postal official susjgd that
extravagant buildings were unnecessary to providimegfficient postal service: “It is short-sighted the
people in any locality to strive to secure the exjitire of Government money in the unnecessary
construction or elaborate ornamentation of Fedmuédlings for post offices, when this money might b
spent to better advantage, in the interest not ohtlzge whole country but also the community coneel;
in the extension and improvement of mail faciliti€Roper,The United States Post Offi®@. Daniel
Roper was the First Assistant Postmaster Genenal 1913 to 1916.

“8 Rich, History of the Post Offic&04.
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SEC. 28. And be it further enacted, That letter carriers shall be
employed at such post-offices as the Postmaster General shall direct, f
the delivery of letters in the places, respectively, where such postsoffice
are established; and for the delivery of each such letter, the letter carrie
may receive of the person to whom the delivery is made, two cents:
Provided, That no letter shall be delivered to such letter carrier for
distribution, addressed to any person who shall have lodged at the post-
office a written request, that his letters shall be detained in the office. And
for every letter lodged at any post-office, not to be carried by post, but to
be delivered at the place where it is so lodged, the deputy postmaster shall
receive one cent of the person to whom it shall be delivéred.

Statutory provisions relating to letter carrier delivery and local dropdetenained
unchanged through the postal code 1825%ct.

Given the high cost of delivery, almost all addressees went to the post office for
their letters. In major cities, merchants asked the postmaster btiststaivate letter
boxes at the post office so they could collect their mail without waiting in thecpubli
gueue. Despite official discouragement of private boxes, in 1825 the New York City Post
Office had 900 private boxes compared to six city delivery carriers. By 1850, theenum
of private boxes had risen to more than 3,006.1825, the postmaster of New York
unofficially agreed to collect the letters of certain merchants fronsigrtgted store,
saving them the trouble of taking the letters to the post oftifee postal act of 1836
first sanctioned use of letter carriers to collect mail and deliver looplldtters, albeit

for an additional feé®

Notwithstanding these early steps, true local postal services wererpomee by
the Post Office, but by private companies called “penny posts” operating in bidw Y
City and other major cities. In the 1840s, penny posts inaugurated many of thesservic

that later became standard attributes of government postal service, including house

9 Act of May 8, 1794, ch. 23, § 28, 1 Stat. 354,.366
0 Act of Mar. 3, 1825, ch. 64, § 36, 4 Stat. 102.11
*1 Harlow, Old Post Bag896-400.

*2 Rich, History of the Post Offic&05.

%3 Act of July 2, 1836, ch. 270, § 41, 5 Stat. 8Q, 89
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delivery, street collection boxes, prepayment by adhesive stamps, spéeeiydand

local parcel post. At least 140 private local posts operated in the United®$tates.

By June 1842, City Despatch Post was delivering 450 local letters per day in Ne
York City compared to the Post Office’s 250. In August 1842, Postmaster General
Wickliffe bought City Despatch Post, hired its former owner as manager, and veent int
the local mail business under the name United States City Despatch Rarséach local
letter, United States City Despatch was required to charge the 1¢ dropHetige plus a
charge of 2¢ for delivery to the addressee, for total charge of up to 3¢ per kecal let
Meanwhile, the main rival, Boyd's City Express, charged only 2¢ per f&tiére Post
Office’s experiment operating United States City Despatch Postllémir and a half
years. In late 1846, United States City Despatch Post closed. It was dggacarght
down by an increase in drop letter rates from 1¢ to 2¢ in 184ffer 1845, private

penny posts flourished in New York, Boston, and Philadelphia, and other cities.

The Post Office’s first significant foray into local delivery was takethe wake
of the postage reduction act of 188The 1851 act halved the drop letter rate to 1¢. The
act also provided for a fee of 1¢ for delivery of local or intercity lettepgiraon of the
delivery charge, set by the Postmaster General, was allowed for thedetier as a
commissiort? In addition, section 10 of the act gave the Postmaster General authority to
establish “convenient places of deposit” and to designate new “post routes” within
cities® By 1859, the Post Office had established delivery systems in fourteen of the

¥ SeePerry,Byways of PhilatelyL; PattonPrivate Local Postsiii.

% Seel842Postmaster General Ann. Reph S. Doc. No. 1, 27th Cong., 3d Sess., at 733;62
(1843).See als@cheeleshort History of the Mail Service2.

%6 patton Private Local Post§2-53, 118.

" Act of Mar. 3, 1845, ch. 43, § 1, 5 Stat. 732,-832 This increase was apparently adopted to
discourage intercity private expresses from drogjpetters with the local post office for delivery.

%8 Act of Mar. 3, 1851, ch. 20, 9 Stat. 587.
%9 Act of Mar. 3, 1851, ch. 20, § 1, 9 Stat. 587, 588

€9 Act of Mar. 3, 1851, ch. 20, § 10, 9 Stat. 5871 §9I]t shall be in the power of the Postmaster-
General, at all post-offices where the postmastexsappointed . . . to establish post routes witéncities
or towns, to provide for conveying letters to tlesipoffice by establishing suitable and conven@ates
of deposit, and by employing carriers to receive deposit them in the post-office; and at all sofflttes
it shall be in his power to cause letters to bévdedd by suitable carriers, to be appointed by funthat
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largest cities. That year, the Post Office delivered over 11 milliomdetiewspapers,
and pamphlet& but it appears that almost all were intercity items, for Postmaster
General Joseph Holt complained that, with respect to local letters, “[t]nespondence
is now almost entirely in the hands of private expres¥es.”

In 1861, Congress extended the postal monopoly to forbid private carriage on
postal routes within any city or towf Nonetheless, the Post Office was unable to make
significant headway in local postal services until the introduction of freeleltyery two

years later.

2.2.3 Free City Delivery Service, 1863

In the important postal act of 1863, Congress initiated what is regarded as the
beginning of true local postal service by the Post Office by authorifieg“city
delivery in major cities. “Free” referred to the deliveryrgercity letters, the only letters
“in the mails,” without a separate delivery charge added to the pnepstisigecharge of
3¢ per half ounc&’ The scope of the city delivery system was left to the discretion of the
Postmaster General. It could be established wherever he thought theratysystem
was “perfected”:

SEcC. 12. And be it further enacted, That whenever the Postmaster-

General shall have perfected the carrier system in any postal distast

in his judgment, to justify him therein, he is authorized to make delivery,

within any prescribed postal district, of mail matter by letter-eesrias

frequently as the public convenience in such district shall require, and
shall make all proper regulations for that purptse.

At the same time, the 1863 act required prepayment of local letters, “latters

transmitted through the mails,” at a standard rate of 2¢ per half ounce.

purpose”).

¢l 1859Postmaster General Ann. Reph S. Exec. Doc. No. 36-2, at 1476 (1859) (Repbthe
Officer of the Auditor of the Treasury for the P@ffice Department).

62 1859Postmaster General Ann. Reph S. Exec. Doc. No. 36-2, at 1399 (1859).
8 Act of Mar. 2, 1861, ch. 73, § 4, 12 Stat. 20%.20
% Act of Mar. 3, 1863, ch. 71, § 22, 12 Stat. 7005.7
% Act of Mar. 3, 1863, ch. 71, § 12, 12 Stat. 7003.7

GEORGE MASON UNIVERSITY NOVEMBER 2008



UNIVERSAL SERVICE OBLIGATION 52

Sec. 23. And be it further enacted, That the rate of postage on all
letters not transmitted through the mails of the United States, but delivered
through the post-office or its carriers, commonly described as local or drop
letters, and not exceeding one half ounce in weight, shall be uniform at
two cents, and an additional rate for each half ounce or fraction thereof of
additional weight, to be in all cases prepaid by postage stamps affixed to
the envelope of such letter, but no extra postage or carrier's fee shall
hereafter be charged or collected upon letters delivered by carriers, nor
upon letters collected by them for mailing or for deliv&ry.

Since they no longer were paid by mail recipients, letter carriers leexaaried
employees. The Postmaster General was authorized to establish branchqasst offi
collection boxes, and delivery services “when, in his judgment, the public interest or
convenience may require t”"Letter carriers became salaried employees of the Post

Office.®® Free city delivery was provided in 49 cities by the end of £863.

Local postal service and intercity postal service were still not viewedisied
service. The 1863 act retained the historic distinction between postal itethe ‘fnail”
and local postal item$.Although postage rates for local letters were established by law,
delivery rates for local newspapers, periodicals, and circulars wereateddietween
the local postmaster and publishers. The postmaster was furthered authorizegto del
local packages “exceeding the maximum weight of mailable pack&geseffect, the
Post Office was operating two complementary businesses: the postet serdilocal

delivery services.

In 1865, Congress made free city delivery mandatory in every city vaita than
50,000 residents. The act also clarified that pre-1863 rules for local deliveayneshin

% Act of Mar. 3, 1863, ch. 71, § 23, 12 Stat. 7(05.7
57 Act of Mar. 3, 1863, ch. 71, § 13, 12 Stat. 7003-D4.

% Act of Mar. 3, 1863, ch. 71, § 11 (letter carsefaries), § 12 (local delivery services), § 13
(branch post offices and receiving boxes), 88§ 19ekisses of mail), §23 (local letter rate; no ieais fee
for delivery), 12 Stat. 701, 703-05. The 1863 & gfor the first time, divided the mail into tlere
“classes”: letters, regular printed matter, andcedlaneous matter.

69 1863Postmaster General Ann. Repn H.R. Exec. Doc. No. 38-1, at 4 (1863).

"0 For example, Act of Mar. 3, 1863, ch. 71, § 23Stat. 701, 705, referred to “the rate of
postage on all letters not transmitted throughntlads of the United States, but delivered throughpost-
office or its carriers, commonly described as lawadirop letters.”

" Act of Mar. 3, 1863, ch. 71, § 15, 12 Stat. 7004.7
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effect where free city delivery was not provided, except prepayment woudd)bieed

for drop letters at the rate of 1¢ per leffer.

In 1873, Congress authorized, but did not require, the Postmaster General to
extend the city delivery system to cities with 20,000 or more resiffefite next year,
however, Congress repented its extravagance and raised the minimufrtisizeitees
eligible for free city delivery to 30,000.Postal revenues improved, and in 1879
Congress authorized the Postmaster General to provide free city deliveargsrand
towns with not less than 20,000 residents and from post offices with gross revenues of
not less than $20,000 the previous y&dn 1887, Congress authorized the Postmaster
General to provide free city delivery in cities and towns with not less than 10,000
residents and from post offices with gross revenues of not less than $10,000 the previous
year!® At this point, political agitation for further extension of free city deliveagne to
an end, for city carrier service extended, at least potentially, to wrieasdry city and

town of any sizé!

2.2.4 Rural Free Delivery, 1896

In 1890, about 19 million of the nation's 76 million inhabitants enjoyed mail
delivery by virtue of the free city delivery systéfiViembers of Congress representing
rural constituencies began to argue that it was inequitable to provide daitiefreery to
city households while requiring country residents to travel, often many mileg;i¢vee

79
I

their mail.” The Post Office, however, resisted calls to develop a rural delivery service

on the grounds that costs would greatly exceed revenues.

2 Act of Mar. 3, 1865, ch. 89, § 15, 13 Stat. 5.5
 Act of Mar. 3, 1873, ch. 231, § 1, 17 Stat. 5567.5
" Act of June 23, 1874, ch. 456, § 1, 18 Stat. 231.

S Act of Feb. 21, 1879, ch. 95, § 5, 20 Stat. 31 @ct restated the rule that free city delivery in
cities and towns with more than 50,000 residents mvandatory.

8 Act of Jan. 3, 1887, ch. 14, § 1, 24 Stat. 355.
" See generallfFuller, American Mail71-74.
8 Fuller,RFD 14.

® Fuller, American Mail75.

GEORGE MASON UNIVERSITY NOVEMBER 2008



UNIVERSAL SERVICE OBLIGATION 54

In 1896, Postmaster General William L. Wilson launched an experimentdl “rura
free delivery” or RFD service when Congress authorized $10,000 in addition to
previously authorized but unexpended sums, a total of $48°@@ngress did not
prescribe the nature of the experiment nor where rural free delivery should be ghrovide
In 1897, after testing the service in different states and along routes widhsvari
conditions, First Assistant Postmaster General Perry Heath pronoungledietivery a
success, “The general results obtained have been so satisfactory asothegge
feasibility of making rural delivery a permanent feature of postal admane in the
United States; not immediately, or in all districts at once, but in some gaautlal
graduated form® The Post Office was deluged with petitions to be included in the RFD
experiment, and Congress increased the appropriation for the program in eaclegf the n

several years.

There was never any thought that RFD would provide delivery to the door of the
addressee as in city service. Rural free delivery was provided to a box locaiga al
public road from which the recipient would have to retrieve his mail. Nor was tmgre a
idea that RFD would serve every household in rural America. RFD was limited $o0 area
with improved roads that were sufficiently densely settled so that, in priratifdast, a
rural route would deliver to about 100 households in twenty-five miles, an average of
four families per mile of postal route.

Special agents were instructed that, as a rule, where good roads
prevailed no rural route should be less than 25 miles in length, and that no

route ought to be started where the roads were not graveled or
macadamized.

It was further required that there should be not less than 100 families
within easy reach of each route, and a careful proviso was inserted that
rural free delivery must not be made a mere adjunct to city delivery by
giving a suburban service to residents within 2 or 3 miles at a post office

8 1896Postmaster General Ann. Rept.H.R. Doc. No. 54-4, at 25, 129 (1898peAct of June
9, 1896, ch. 386, 29 Stat. 313, 314 (“That ten $hod dollars of this amount may be used to defray t
expense of experiments in rural free delivery uriderdirection of the Postmaster-General, andtheat
amount heretofore appropriated for this purposesdiidinexpended be available for said experiménts

81 1897Postmaster General Ann. Reph H.R. Doc. No. 55-4, at 105 (1897).
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in a city in which rural free delivery prevaffs.

In 1902, Postmaster General Henry Payne declared that RFD had proved itself
and should be adopted as a permanent part of the postal system. He reported that rural
service was not the financial disaster predicted by opponents but that, on the cidintrary

was apparently having a positive effect on the postal deficit:

In respect to the net cost of the service, which it was at one time
thought would be greater than the postal revenues could bear, the facts are
that while the appropriations for its development have increased from
$40,000 in 1897 to $50,000 in 1898, $150,000 in 1899, $450,000 in 1900,
$1,750,000 in 1901, and $3,993,740 in 1902, the annual excess of
expenditures over revenue in the Post-Office Department for these
respective years, as elsewhere shown, has been practically in intierse ra
to the expenditure for rural free delivery.

The effect of the extension of the service is twofold.

First, it causes increase in the postal receipts of the offices from which
it starts.

Secondly, it is responsible in part, at least, for the increase in the
receipts of city free-delivery offices with which it is brought into elos
communicatior?®

The Postmaster General concluded that RFD could feasibly service abohirdrud-the
national territory (excluding Alaska), and that it was already servinglorteef that

area. He predicted completion of the rural free delivery system in teags.y

Rural free-delivery service has become an established fact. It is no
longer in the experimental stage and undoubtedly Congress will continue
to increase the appropriation for this service until all the people of the
country are reached, where it is thickly enough settled to warrant it. The
estimates of the Department are to the effect that the availablertefor
this service embraces about 1,000,000 square miles, or one-third of the
country's area exclusive of Alaska. The 11,650 routes now in operation
cover about one-third of the available territory. From this it will be seen
that it will require 27,000 employees additional to those now in the service
to cover this territory. If Congress shall make the necessary
appropriations, it is believed that within the next three years the extension
of the service will have been compleféd.

82 1899Postmaster General Ann. Repn H.R. Doc. No. 56-4, at 203 (1899).
8 1902Postmaster General Ann. Reph H.R. Doc. No. 57-4, at 16 (1902).
84 1902Postmaster General Ann. Reph H.R. Doc. No. 57-4, at 14 (1902).
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In 1902, rural free delivery became a permanent postal service by simply
removing the word "experiment” from the postal appropriations act. Congress
appropriated $7.5 million for RFD in fiscal year 1903. The act also required the
Postmaster General to develop a standard for metal mail boxes for RFD delivery
(previously, rural households used any sort of box they liked). The act also made it a
crime to tamper with or steal mailboxes, prescribing a penalty of $1,000 or impesbnm

for up to three years.

The 1902 act did not, however, define the geographic scope of rural free delivery
nor formally authorize the Postmaster General to d§ Bmder Post Office regulations,
expansion of the RFD system was initiated by homeowners, who petitioned the Post
Office for service. Petitioners had to affirm that “not less than threghf®of the heads
of families and others to be supplied thereby shall agree to patronize the s@vic

provide boxes for the reception of their m&fl.”

By 1906, the rural free delivery system was substantially in place. The fiost O
operated 35,766 rural routes. Daily service was provided on almost all routes, but the
Post Office reserved the right to reduce service to three days per wee& of tzack of
patronagé€® The number of petitions for new routes had peaked in 1905 and was
declining substantially. The Post Office began to focus more on inspection and
improvement of existing routes than on establishing new routes. The Post Gifice al
began to close small “fourth class” post offices (generally agencied@geratore)
which were unneeded due the expansion of RFD. The fourth class postmasters fought this

process by appealing to Congress so that the Post Office was often timogeetate the

8 Act of Apr. 21, 1902, ch. 563, § 1, 32 Stat. 10¥3.

8 See1906Postmaster General Ann. Reph H.R. Doc. No. 59-4, at 74 (1906) (“Even thén [
1902], though the aggregate sum provided for théewas increased several millions of dollars, no
explicit regulations for its control were enactgdthe Congress.”).

871902Postal Laws and Regulations (Supp. 190Mstructions for the Guidance of Postmasters
and Carriers in the Conduct of the Rural Deliveeyv&e,” in S. Doc. No. 59-394, at 5-6 (1907).

8 1906Postmaster General Ann. Reph H.R. Doc. No. 59-4, at 74-78, 327-34 (190@pert of
Fourth Assistant Postmaster General). This repoltides a good review of the first ten years oélrinee
delivery. More than half of the mail delivered hyal free delivery was newspapers and magazBes.
Kielbowicz, “Universal Postal Service,” at 28-29.
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old mail service side by side with the new long after the old was unnecesday a

increased the cost of establishing rural free delivéty.”

The pace of adding new rural routes slowed still more after the government ra
into budgetary problems in 1909. This slowdown left the South, represented by
Democrats, feeling aggrieved. The award of rural routes by the Post Déjpgtment in
the 1896 to 1906 period had been highly political. Republicans controlled the presidency
and both houses of Congress until the election of 1910. The Republican areas in the
North and Midwest were well supplied with rural postal routes while the Detitocra
South was often unable to get rural routes placed into operation even after theyrhad bee

approved by the Post Office and funds had been appropriated by Congress.

In 1912, Democrat Woodrow Wilson was elected President. He appointed Albert
Burleson to be Postmaster General. Burleson believed the Post Office shouldpay its
way and that the RFD program would be made more efficient by reorganizing and
lengthening routes and encouraging delivery by automobile where feXdit#eleclined
to spend all of the money appropriated by Congress for extension of rural free delivery
Rural carriers were displaced and in some cases fired. Mailboxes had to be moved to
different, sometimes more distant, roads. Both rural resident farmers andaihearriers
were unhappy with Burleson’s reforms. Many farmers particularlykédlthe longer
motorized routes in which the carrier’s vehicle started from a more distardfpos
because the result was that the farmer’s postal address was no loogetessvith his

local village. Congress was deluged with complaihts.

In 1916, Congress stepped in to control the rural free delivery program. The
House added a provision to the postal appropriations bill for 1917 prohibiting the use of
motor vehicles to serve rural routes unless approved by a majority of the households

served’ The Senate Committee on Post Offices and Post Roads added an amendment

8 SeeFullerRFD 82.

% See1914Postmaster General Ann. Reph H.R. Doc. No. 63-1387, at 34-37 (1914); 1915
Postmaster General Ann. Reph H.R. Doc. No. 64-358, at 22-25 (1915).

1 Fuller, RFD 148-56.
9253 Cong. Rec. 9625 (1916).
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apparently authored by Senator Thomas Hardwick of Georgia, a Democrat and
committee member. The amendment prescribed that horse-drawn routes should be
between twenty-four and thirty-six miles in length and motorized routes befiftge

and seventy-five miles, and it directed the Postmaster General to reertjen2FD
system accordingly. The Hardwick amendment also included the direction:riraka
mail delivery shall be extended so as to serve, as nearly as practical@etite rural

population of the United State¥”

In the Senate debate of the appropriations bill, Senator Reed Smoot of Utah (R)
guestioned Senator Hardwick closely on the breadth of the national postal service

intended to be required.

Mr. SMOOT. . . . It seems to me that that is a very broad statement; and,
if it is put into effect in good faith as it is worded here, it will cost an
untold amount of money.

Mr. HARDWICK. | am glad the Senator asked me that question. | ought
to have covered that already. It is only the expression of a general policy
at which we are aiming. We did not undertake to increase the amount
involved in this appropriation; but what we were after was to say to the
department and to say to the country that it is not our policy to skimp this
particular branch of the service, to try to save money on it, so as to make
up a loss somewhere else; but we wanted them to know that the goal we
were striving for was a general service to all the rural people of thedJnit
States. That is a mere statement of policy; it is nothing else excepi¢hat;
wanted the department to know that its own administration ought to be
shaped so as to concur and accord with the policy of the legislative branch
of the Government. That was all. It can have no more effect than merely to
state a policy, because it is merely a general statement.

Mr. SmooT. Well, supposing the Postmaster General taking the law—
if it should become a law—literally, how would he dis criminate as to
where these routes should be established and where they should not be
established?

Mr. HARDWICK. | will answer the Senator from Utah frankly by saying

%S, Rep. No. 459, 64th Cong. 1st Sess., at 6 (May416)On March 24, 1916, Hardwick
introduced an amendment to the Post Office appaiipris bill “providing that the Rural Mail Delivery
Service shall be extended so as to serve as resafyacticable the entire rural population.” 53 .dRec.
4739 (1916). When the bill came to the floor of 8enate on June 21, Senator Hardwick took theitead
defending the committee’s amendment until it wasraped on June 22. 53 Cong. Rec. 9625-37, 9682-88
(1916). It is a reasonable inference that the cdteris amendment was essentially the amendment
proposed by Senator Hardwick.
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that, of course, the Postmaster General could not discriminate; that he
must treat every section of the country fairly; that he must treat &bsec
of the Republic alike; and | take it that he will do so. He can use only
every dollar that we give him, and, of course, he can spend no more.

Mr. SmMooT. That was going to be my next question.

Mr. HARDWICK. He is limited, of course, so far as practical efforts go,
to the amount of money we give him for this purpose. . ..

Mr. HARDWICK. What we meant by this language, if the Senator will
pardon me for a moment, was to say to the department, “Here we will give
you, say, $59,000,000 in round sum; we do not want you to skimp this
service; we do not want you to be saving something out of it; we want you
to spend every dollar of it to extend, to improve, and to maintain the
service which is so important to the rural population of the United States.”
That is why we inserted that language. | call the attention of the Senator to
the suggestion of my associate on the committee that there is a four-
million-dollar unexpended balance in this fund from last year. Another
unexpended balance is a million and a half of what we appropriated under
the act of 1913, which is still in the Treasury unexpended. We want the
Post Office Department to know that we do not mean it to skimp this
service or to economize to the extent of endangering or imperiling the
efficiency of the service in the Rural Free Delivery System; that we do
mean for them to spend the money which we appropriate for it. and in the
way we appropriate it. . . .

Now, let us proceed for just a moment. | realize the force of the
guestion of the Senator from Utah [Mm&OT], and the committee
labored with that quite a while, but we thought, as everyone of us
believed, that one of the most important things that this Government could
do was to extend the Rural Delivery Service as soon as possible
throughout the rural sections of this Republic, everywhere to all the
people; that it was not a bad idea to put a general statement of that purpose
into the law.

The Postmaster General could not misunderstand it. This debate would
inform him, if nothing else did—but he could not misunderstand it—
because, although that is our policy, we have only been able to appropriate
$59,000,000 for the purpose this year, although we hope to do better next
year; or, if the party of the Senator from Utah should happen to be in
power then, | hope they will do better. Whatever party is in power ought
never to forget that this service is the most important and necessary
service the rural people of America receive, and it ought never to be
skimped or starved. On the contrary, it should be steadily and constantly
improved and increased, and efficiency should be its first and most
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important consideratiof.

In sum, Senator Hardwick explains that the intent is to require the Postmaste
General to extend the RFD program to as much of the rural population as Congressional
appropriations and the route length and other restrictions in the bill would allowoSenat
Hardwick stresses that this provision is only a “a mere statement of;gblepothing
else except that,” but also notes that committee members believed “one afsthe m
important things that this Government could do was to extend the Rural Delivery Service
as soon as possible throughout the rural sections of this Republic, everywhereeto all t

people.”

After revision in a House-Senate conference, the final version of the RFD

provision read in its entirety as follows:

And provided further, That rural mail delivery shall be extended so as to
serve, as nearly as practicable, the entire rural population of the United
States.

Hereafter all rural mail delivery routes shall be divided into two
classes to be known as—

Standard horse-drawn vehicle routes, which shall be twenty-four
miles in length, and

Standard motor-vehicle routes, which shall be fifty miles in length,
and shall only be established hereafter when a majority of the
proposed patrons who are heads of families residing upon such
proposed routes shall by written petition ask the Post Office
Department to establish the same.

Nothing herein contained shall be construed to prohibit the
establishment of horse-drawn vehicle routes of less length than the
standard of twenty-four miles: Provided, That if, in the discretion of the
Postmaster General, in order to render more complete service, it should be
necessary to do so the Postmaster General is hereby authorized to increase
the length of routes not to exceed fifty per centum above the standards
herein prescribed, and in such cases the compensation of the carrier on
such horse-drawn vehicle routes shall be increased above the maximum
pay heretofore fixed by law for rural carriers at the rate of $24rpama
for each mile of said routes in excess of thirty miles, and any major
fraction of a mile shall be counted as a mile: Provided further, That
carriers in rural mail-delivery service shall furnish and maintain at thei

%53 Cong. Rec. 9630-31 (1916) (emphasis added).
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own expense all necessary vehicle equipment for prompt handling of the
mail: And provided further, That nothing herein shall be construed, and no
order shall be issued, to prevent the use of motor vehicles on horse-drawn
vehicle routes: Provided further, The Postmaster General in his discretion
may require all carriers to furnish sufficient equipment to properly handle
postal business on their routes: And provided further, That the Postmaster
General may, in his discretion, allow and pay additional compensation to
rural letter carriers who are required to carry pouch mail to intermediate
post offices, or for intersecting loop routes, in all cases where it appears
that the carriage of such pouches increases the expense of the equipment
required by the carrier or materially increases the amount of labor
performed by him, such compensation not to exceed the sum of $12 per
annum for each mile such carrier is required to carry such pouch or
pouches.

The Postmaster General is hereby authorized and directed to
reorganize and readjust existing rural mail delivery service where
necessary to conform to the standards herein prescribed: Provided further,
That in making appointments of rural carriers for service on new routes,
which may be created by the reorganization herein ordered, preference
shall be given to carriers who were formerly employed in rural-delivery
service and who were separated therefrom on or after June thirtieth,
nineteen hundred and fifteen, by reason of any previous reorganization of
the service and without charges against them: And provided further, That
the Postmaster General is authorized and directed to pay, out of the
appropriations already made and still available and unexpended for rural
free-delivery service for the fiscal year ending June thirtieth, nineteen
hundred and fifteen, to all letter carriers in the Rural Free Delivery Service
during the fiscal year ending June thirtieth, nineteen hundred and fifteen,
their executors or administrators, the difference between what they
received for their said services and the amount that would have been paid
to them in accordance with the proviso contained in joint resolution
making appropriations for the service of the Post Office Department for
the fiscal year ending June thirtieth, nineteen hundred and sixteen,
approved March fourth, nineteen hundred and fifteen: Provided, That no
part of the money paid under this provision shall be paid to any agent or
attorney, directly or indirectly, for any alleged services in connectidn wit
this appropriatiori’

In response to the 1916 RFD amendment to the Post Office appropriations bill,
the Post Office Department, in its annual report for 1916, summed up the extent of rural

service as follows:

% Act of July 28, 1916, ch. 261, § 1, 39 Stat. 423-24.
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In regard to the provision in the act making appropriations for the
service for the fiscal year 1917, “that rural mail delivery shall be extende
SO as to serve as nearly as practicable the entire rural population of the
United States,” it should be stated that rural delivery service covered, at
the end of the fiscal year 1916, 1,037,259 miles of roads, while star-route
service was operated over 139,634 miles. These figures represent the
aggregate length of the routes, less an allowance of 5 per cont for
duplication.

It is estimated that there are 2,199,646 miles of public roads in the
United States, so that there remain 1,022,753 miles of roads on which no
mail service is in operation.

At the end of the fiscal year 1916 an estimated population of
26,307,686 was served by rural routes, 520,000 by star routes, and
approximately 10,000,000 by fourth-class post offices. The total rural
population in the United States is placed at 43,991,722. It will be seen,
therefore, that while 83 per cent of the rural population is receiving
convenient mail service, 47 per cent of the rural road mileage is
uncovered.

It would not be wise to alter the present practice to such an extent as to
provide these uncovered roads with mail service at the existing rates of
pay, as it would necessitate the establishment of 45,000 new routes, at a
cost of $51,800,000 per annum, thus raising the total annual cost of the
rural delivery service to $102,886,000. Expansion should be gradual as
rural communities grow and meet the reasonable requirements adbpted.

This statement by the Post Office is sometimes erroneously cited tdlshicive
Post Office provided postal services—in the modern sense of postal delivery—to 83
percent of the population by 1916. In fact, the Post Office claimed only to deliver to 61
percent of theural population; the other rural residents were served by fourth class post
offices. Moreover, it is clear that postal delivery in villages was sktively
undeveloped in 1916 (see next section) and that city delivery was still far from its
maximum extent (see previous). Thus, it is unknown what fraction of the population of

the United States received household delivery to the door or to a rural mailbox in 1916.

The development of the 1916 amendment to the postal appropriations bill is
recounted at length because it is the first and only time Congress spéwfggebgraphic
coverage of the rural free delivery program. It appears to be the cloge3otigress
came to declaring a “universal service obligation” until 1970. Whether this mowiss

% 1916Postmaster General Ann. Reph H.R. Doc. No. 64-1728, at 208-09 (1916).
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interpreted at the time as a “mere statement of policy” or a binding leggetd is not
entirely clear. Historian Wayne Fuller commented on the practicaitefféhe language
“to serve, as nearly as practicable, the entire rural population of thel \ht#es” as
follows:
This, too, was ineffective. Hardwick and his friends had formulated a
basic principle for route organizing to which Burleson and succeeding
Postmaster Generals paid lip service but moved slowly and reluctantly to
implement. Through the years rural route extensions were made and
occasionally a new route laid down, but compared with the earlier period,
the growth fo the system was tortoise-paced. By 1920 rural mail routes
extended over 1,151,832 miles of the nation’s roads; thirty years later only

341,533 additional miles had been added to the system, most of these only
because of strong pressures from Congtess.

In 1925, Congress revised the strict rules for RFD service laid down in 1916. In a
bill prescribing wages for postal employees, Congress eliminated thectistibetween
payment for carriers driving horse-drawn and motorized routes and allowed the
Postmaster General to establish rural routes of whatever length he demraatiate.

The implications, if any, for the injunction in the 1916 appropriations act “to serve, as
nearly as practicable, the entitgal population of the United States” were apparently

not considered®

2.2.5 Village Delivery, 1912

"Village delivery" referred to delivery of mail in towns too small to dyédbr
free city delivery, i.e., having less than 10,000 residents or a post office eassitigde
$10,000 in income. In the same year that Congress made rural free delivenaagqré
service, Postmaster General Henry Payne noted a growing demand faydelive

villages?® Not until 1912, however, did Congress authorize the Post Office Department

" Fuller, RFD 79 (footnotes omitted).

% Act of Feb. 28, 1925, ch. 368, § 8, 43 Stat. 1086;3-64. Section 13 of this act repealed “[a]ll
Acts and parts of Acts inconsistent or in conflidgth this title.” Ibid., 1065. For the Post Officeview as
to the importance of this amendment to the ruleffeD service, see 19Ppstmaster General Ann. Rept.
in H.R. Doc. No. 69-63, at 34 (1925).

%9 1902Postmaster General Ann. Reph H.R. Doc. No. 57-4, at 18 (1902) (“There ipapular
demand, which is based on equity and reason,libagace which now intervenes between city and rura
service should be diminished by extending freeveeji to towns of not fewer than 5,000 populationnot
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to experiment with deliveries in villages. Congress left the scope and parapfete
service up to the discretion of the Postmaster Ge8ral.1916, Congress made village

delivery permanent by omitting the word “experimental” in the authorizatfon.

Village delivery peaked in 1926 with service established in 859 villages. After
this, village service was replaced by city delivery service. In 1927, 238esllaere
converted into city delivery servi¢& Although village delivery expanded somewhat in
the late 1920s, it declined to 240 villages by 184®lonetheless, until the Postal
Reorganization Act of 1970, village delivery remained a distinct categoryieédel
services with flexible rules. Congress never required the Postal Servicibepr

delivery to all residents of a village, and the Post Office never did so.

2.3 Development of Rates and Classifications

The history of the development of mail classes is well described inaaclse
paper prepared for the Commission in 1995 by historian Richard Kileb&¥%ithe

following section relies heavily to this paper.

2.3.1 Early Rates for Letters, Newspapers, and Magazines: 1792 to 1830s

The first postal act adopted under the Constitution, the Postal Act of 1792,
provided that the Post Office would transmit two types of items: letters avepapers.
The term “letters” included documents such as banknotes or legal papers endloised w

a written correspondence that had been secured by a wax seal or tied with (#hsireng

less than $5,000 gross postal receipts.”).

1% The law stated only, “experimental mail delivergyrbe established, under such regulations as
the Postmaster General may prescribe, in townwilages having post offices of the second or tluilaks
that are not by law now entitled to free deliveeypvice.” Act of Aug. 24, 1912, ch. 389, § 9, 37tSE39,

559. A second class post office was a post offaertg annual revenues of more than $8,000 andhess
$40,000; a third class post office had annual reesrof more than $1,900 and less than $8,8661913
Postal Laws and Regulatiogs270, in H.R. Doc. No. 62-935, at 131 (1913).

101 Act of July 28, 1916, ch. 261, § 1, 39 Stat. 424.
102 1927Postmaster General Ann. Reph H.R. Doc. No. 70-8, at 16 (1927).
103 1945Postmaster General Ann. Reph H.R. Doc. No. 79-405, at 5, 99 (1945).

194 Kielbowicz, “A History of Mail Classification.”
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were no envelopes). Letter postage was extremely high, varying from 6¢ to 26égter s
depending on distan¢&> Newspaper rates were set very low, a maximum of 1% ¢ per
sheet for transmission anywhere in the (then much smaller) f&tianthis time, a

typical newspaper was a single sheet of paper printed on both sides by meanwlof a ha
press. Low postage rates for newspapers reflected a widespreadha¢lebad
dissemination of the information was necessary to unify the country and edhgcate t

citizenry %’

In 1794, magazines and pamphlets were admitted in the mail pouch, but only
when there was sufficient room. Postage rates for magazines and pampidets we
substantially higher than for newspapers but much less than for letters7/9heostal
act limited the weight of any letter “or other thing” transmitted by toghree pounds.
By default, all items transmitted by post were charged letters ratess @ngpecific rate
applied.

In 1825, Congress divided pamphlets into two categories: periodical pamphlets
(including magazines) and nonperiodical pamphlets (essentially small boo¥éts)ge
differences in rates resulted in sharp controversies over the distinctiozebed
“newspaper” and a “magazine or pamphlet.” A list of current prices or market
information (a “price current”) could be considered a “newspaper” or not, and tleerefor
subject to much higher letter rates, depending on the Attorney General. Books, which di
not qualify for a special rate, were charged letter rates and esggniiedid out of the

market.

2.3.2 Cheap Letter Postage, 1845 and 1851

In postal acts enacted in 1845 and 1851, postage rates for letters were reduced
drastically'® The new letter rates were based on weight rather than the number of sheets.

195 Act of Feb. 20, 1792, ch. 7, § 9, 1 Stat. 232,.235

196 Act of Feb. 20, 1792, ch. 7, § 22, 1 Stat. 238.23

197 Kielbowicz, “A History of Mail Classification,” a@-12.

198 Kielbowicz, “A History of Mail Classification,” a12-14.

199 Act of Mar. 3, 1845, ch. 43, 5 Stat. 732; Act 0c&M3, 1851, ch. 20, 9 Stat. 587.
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Weight-based rates, together with cheaper paper, led to the introduction of esivelope
(early letters were folded sheets of paper sealed with wax). After 185ateHer ahalf-
ounceletter was lowered to 3¢ for transmission up to 3,000 miles on condition that
postage was prepatd This was the first nationwide uniform rate fotercity letters

(there were no significant intracity postal services). The rate for nqaipretters was

5¢, but prepayment was required after 1885Cheap postage,” as the movement was
called, precipitated a revolution in personal communications. Ordinary Amerizalas ¢
suddenly correspond with one other across the country practically and inexpenisesely; t

social and commercial consequences were enormous.

2.3.3 Development of International Postal Services, 1847-1874

The Post Office did not begin outbound international postal service until the mid-
1840s. In June 1844, Congress adopted a resolution authorizing the Postmaster General to
arrange for international transportation of letters to Canada and Europe an@ requir
prepayment of fees for international lett&rsIn his annual report for 1844, however,
Postmaster General Wickcliffe remarked that he still lacked specifioority to contract
for international transportatiod? On March 3, 1845, Congress authorized the Post
Office to contract for international transportation in American ships aatlested rates
for outbound international mail: 48¢ per half ounce in addition to domestic poStaye.
June 1, 1847, the first international post left New York for Southampton, England, and
Bremen, Germany, but in England, the American post was rudely received. Tisle Brit
government ordered that American letters should be charged the cost of tramis-Atla
transportation in British steamships (which never touched the mail) as viazltiab

postage for domestic handling. The result was a diplomatic incident leading to the

10 Act of Mar. 3, 1851, ch. 20, § 1, 9 Stat. 587, 887

11 Act of Mar. 3, 1855, ch. 173, § 1, 10 Stat. 6441-82.

12 gee generallfdenkin, The Postal Age

113 Resolution of Jun. 15, 1844, no. 14, 5 Stat. 718.

114 1844Postmaster General Ann. Reph H.R. Doc. No. 28-2, at 674 (1844).

15 Act of Mar. 3, 1845, ch. 69, §§ 1-3, 5 Stat. 7488-49. This act is distinct from the act to
reduce postage, limit franking privileges, andniesprivate expresses adopted on the same day.
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cancellation of all postal agreements between the United States and Besat Bhe

French and German posts were more cooperative.

For twenty-five years, international postal services were graduagdgnebed
through bilateral postal agreements. In 1872, the Postmaster General repoédcbtha
million letters had been dispatched to twenty foreign countries and territadksling
Canada, the main Western European nations, Honolulu, several South American

countries, and China and Jagéah.

In 1874, the first multilateral postal convention was agreed by twenty-two
nations, including the United States, in Berne, Switzerland. These nations aged to f
a “General Postal Union” that would act as “a single postal territory foetigrocal
exchange of correspondence between their post-offtt€$te union was renamed the
“Universal Postal Union” in a second convention agreed in 1878. The basic international
postal framework developed in 1874—called the “Universal Postal Convention” after
1878—was modified and extended, but not fundamentally revised, in international

congresses held approximately every six years until World Wat I1.

2.3.4 Advertisements, In-County Newspapers, and Books, 1845-1852

The 1845 act made other changes in rates that would have long-lived
implications. First, a rate was established for “all printed or lithogihpiteulars and
handbills or advertisements, printed or lithographed on quarto post or single cap
paper.*? This was the first discount rate for advertising mail. Such miscellaneous
printed matter was treated approximately like magazines and pamphlets, latie$he
were higher** Second, the 1845 act ended the condition that magazines and pamphlets

would be transmitted by post only when there was space available. It wagsddpjea

116 1847Postmaster General Ann. Reph H.R. Exec. Doc. No. 30-8, at 1324-27 (1847).

117 1872Postmaster General Ann. Reph H.R. Exec. Doc. No. 42-1, pt. 4, at 264 (1872)

18 Treaty Concerning the Formation of a General RPast@on art. 1, Oct. 9, 1874, 19 Stat. 577.
119 5ee generallodding,The Universal Postal Unio85-72.

120 Act of Mar. 3, 1845, ch. 43, § 3, 5 Stat. 732,.733

2L Act of Mar. 3, 1845, ch. 43, § 3, 5 Stat. 732,.733
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provision giving letter mail priority over other types of mafiThird, the 1845 act
established free postal transportation for newspapers transmitted legsrtiyanites

from the place where they were printédCongress withdrew the provision of free local
circulation in 1847 but restored it in the 1851 act. The 1851 act permitted most weekly
papers to circulate without charge in their county of publicdfitfhis was the

beginning of the “in-county newspaper” discount.

In 1852, rates for newspapers and magazines were consolidated into a single rate
for periodic printed matter. The 1852 act also admitted books weighing up to four pounds

into the mails at discount rat&s,

2.3.5 Establishment of Mail Classes, 1863 to 1879

In 1863, in the same act that introduced free city delivery, Congress divided
postal items into categories called “classes” for the first time. if$tecfass included
letters and the second class included periodic publications. The third class included not
only nonperiodic printed matter but also other mailable matter including seeds and bulbs
The third class thus replaced the letter category as the catckglbicatThree classes

were established as follows:

SEC. 19. And be it further enacted, That mailable matter shall be
divided into three classes, namely: first, letters; second, regular printed
matter; third, miscellaneous matter.

SEc. 20. And be it further enacted, That the first class embraces all
correspondence, wholly or partly in writing, except that mentioned in the
third class. The second class embraces all mailable matter exclusively
print, and regularly issued at stated periods, without addition by writing,
mark, or sign. The third class embraces all other matter which is or may
hereafter be by law declared mailable; embracing all pamphlets,
occasional publications, books, book manuscripts, and proof sheets,

122 pct of Mar. 3, 1845, ch. 43, § 4, 5 Stat. 732,-B33 Section 4 authorized the Postmaster
General, wherever the amount of mail “is or maydmee so great as to threaten materially to retagd th
progress or endanger the security of the lettel, mato cause any considerable augmentation ofdisé of
transporting the whole mail at the present ratepafed, to provide for the separate and more secure
conveyance of the letter mail.”

123 pAct of Mar. 3, 1845, ch. 43, § 2, 5 Stat. 732,.733
124 act of Mar. 3, 1851, ch. 20, § 2, 9 Stat. 587, 588
12 Act of Aug. 30, 1852, ch. 98, §§ 1-2, 10 Stat. 38,39.
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whether corrected or not, maps, prints, engravings, blanks, flexible
patterns, samples and sample cards, phonographic paper, letter envelopes,
postal envelopes, or wrappers, cards, paper, plain or ornamental,
photographic representations of different types, seeds, cuttings, bulbs,
roots, and scions?

In 1879, Congress replaced the 1863 classification scheme with the four classes of
mail that would constitute the main categories of the national postal senilcEog6t**’
Given their lasting significance to the development of postal services, the key

classification provisions are set out in full:

Sec. 7. That mailable matter shall be divided into four classes:
First, written matter;

Second, periodical publications;

Third, miscellaneous printed matter;

Fourth, merchandise.

Sec. 8. Mailable matter of the first class shall embrace letters, postal
cards, and all matters wholly or partly in writing, except as herenaft
provided.

Sec. 9. That on mailable matter of the first class, except postal cards
and drop letters, postage shall be prepaid at the rate of three cents for each
half ounce or fraction thereof; postal cards shall be transmitted through the
mails at a postage charge of one cent each, including the cost of
manufacture; and drop letters shall be mailed at the rate of two cents per
half ounce or fraction thereof, including delivery at letter carrier ffice
and one cent for each half ounce or fraction thereof where free delivery by
carrier is not established. The Postmaster General may, however, provide,
by regulation, for transmitting unpaid and duly certified letters of soldiers,
sailors, and marines in the service of the United States to their destination,
to be paid on delivery.

SeEc. 10. That mailable matter of the second class shall embrace all
newspapers and other periodical publications which are issued at stated
intervals, and as frequently as four times a year and are within the
conditions named in section twelve and fourteen. . . .

Sec. 12. That matter of the second class may be examined at the office
of mailing, and if found to contain matter which is subject to a higher rate
of postage, such matter shall be charged with postage at the rate to which

126 Act of Mar. 3, 1863, ch. 71, §§ 19-20, 12 Statl,7004-05.

127 Act of Mar. 3, 1879, ch. 180, 20 Stat. 355. Thél mlassification provisions were included in
the postal appropriations act.
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the inclosed matter is subject: Provided, That nothing herein contained
shall be so construed as to prohibit the insertion in periodicals of
advertisements attached permanently to the same. . . .

Sec. 17. That mail matter of the third class shall embrace books,
transient newspapers, and periodicals, circulars, and other matter wholly in
print (not included in section twelve), proof sheets, corrected proof sheets,
and manuscript copy accompanying the same, and postage shall be paid at
the rate of one cent for each two ounces or fractional part thereof, and
shall fully be prepaid by postage stamps affixed to said matter. Printed
matter other than books received in the mails from foreign countries under
the provisions of postal treaties or conventions shall be free of customs
duty, and books which are admitted to the international mails exchanged
under the provisions of the Universal Postal Union Convention may, when
subject to customs duty, be delivered to addresses in the United States
under such regulations for the collection of duties as may be agreed upon
by the Secretary of the Treasury and the Postmaster General.

Sec. 18. That the term “circular” is defined to be a printed letter,
which, according to internal evidence, is being sent in identical terms to
several persons. A circular shall not lose its character as such, when the
date and the name of the addressed and of the sender shall be written
therein, nor by the correction of mere typographical errors in writing.

Sec. 19. That “printed matter” within the intendment of this act is
defined to be the reproduction upon paper, by any process except that of
handwriting, of any word, letters, character, figures, or images, or of any
combination thereof, not having the character of an actual and personal
correspondence.

Sec. 20. That mailable matter of the fourth class shall embrace all
matter not embraced in the first, second, or third class, which is not in its
form or nature liable to destroy, deface, or otherwise damage the contents
of the mail bag, or harm the person of any one engaged in the postal
service, and is not above the weight provided by law, which is hereby
declared to be not exceeding four pounds for each package thereof, except
in case of single books weighing in excess of that amount, and except for
books and documents published or circulated by order of Congress, or
official matter emanating from any of the departments of the government
or from the Smithsonian Institution, or which is not declared non mailable
under the provision of section thirty eight hundred and ninety three of the
Revised Statutes as amended by the act of July twelfth, eighteen hundred
and seventy six, or matter appertaining to lotteries, gift concerts, or
fraudulent schemes or devicgs.

128 Act of Mar. 3, 1879, ch. 180, §§ 7-10, 12, 17-20 Stat. 355, 358-60 (emphasis added).
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Much of the evolution of categories of mail between the act of 1845 and the act of
1879 derived from Congressional efforts to preserve preferentially low ratée for t
distribution of newspapers and other news media while maintaining higher ratesréor m
commercial items. Writing in 1995, Professor Kielbowicz summarized this evolas

follows:

In the early nineteenth century, advertising circulars, pamphlets, and
books paid postage as either letters or nonperiodical pamphlets—the two
most expensive categories. Policy treated them less favorably for two
reasons: first, they were regarded as akin to merchandise and less
deserving of public support than the exchange of news or correspondence.
Second, such species of mail matter strained the postal system: they
appeared irregularly (as opposed to periodicals), burdened transpons with
their bulk, and complicated postmasters' postage- collecting
responsibilities. Postal law and practice became more accommodating by
mid-century, however, and this nonperiodical matter was consolidated into
the third-class in 1863: it embraced “all pamphlets, occasional
publications, books, book manuscripts,” and small merchandise. . . .

The Act of March 3, 1879, laid the foundation for modem mail
classification by creating the four basic categories still used ttaay.
reality, though, the act had a much narrower purpose: to erect a wall
between print matter in the second class and that in the third. A precise
demarcation of print matter, Congress hoped, would channel a public
resource, cheap postage, to only those publications that disseminated the
most socially useful information. The Post Office Department had more
prosaic reasons for helping Congress establish a proper boundary line: it
wanted to staunch the revenue losses caused by heavy use of the cheapest
rate and it needed administratively workable rules to conduct day- to-day
business. Thus, the legislative history of the classification act dealstalmos
entirely with defining the second and third classes; the first classedhai
largely unchanged, and the fourth class became a catchall for nonprint
matter formerly in the third class. . . .

There was nothing in the law that major publishers had stridently
opposed and much they had approved. Postal administrators failed to get
the registration system they had sought, but prevailed in other respects.
Printed matter now fell into either the second or third class. Qualifications
for admission to the second class were those suggested by the department
and approved by publishers in a few large cities. A publication had to
appear at regular intervals at least four times a year; be issued from a
known office of publication; formed of printed sheets without substantial
binding; and disseminate “information of a public character, or be devoted
to literature, the sciences, arts, or some special industry, and having a
legitimate list of subscribers.” In addition, the definition specifically
excluded from the second class “publications designed primarily for
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advertising purposes, or for free circulation, or for circulation at nominal
rates. “

The provisions governing the classification of second-class mail were
largely synthesized from earlier laws and some administrative rulimgs
one respect, however, the 1879 statutory language moved beyond earlier
acts. For the first time the law spoke directly about the purpose of
publications admitted to the second class--they had to disseminate
information of a public character or serve a specific industry (trade
journals). This articulated lawmakers' understanding of the public policy
behind the low rate and, in fact, Bissell [Assistant Attorney Genaré#héo
POD] had begun applying a similar standard administratively before 1879.
The 1879 act made one other noteworthy change in second class:
Congress extended the free in-county privilege from newspapers to all
periodicals in the second cldgs.

2.3.6 Postal Money Orders, 1864

In 1864, the Post Office was authorized to provide a postal money order
system-2° A person could purchase a “money order” at one post office and send it via the
mail to an addressee who could redeem the money order for cash at a second @ost offic
The money order system eliminated the risk that cash sent through the mail maght be

or stolen. It was introduced primarily to assist Civil War soldiers in sendimgynhome.

2.3.7 Postal Savings Bank, 1911

In 1911, the Post Office introduced postal savings accounts to provide a
convenient and secure depository for financially unsophisticated persons with small
balances®! Use of the postal savings system increased during the Depression, when
many private banks failed, and peaked in 1947 with deposits of $3.4 billion. Over the
next two decades, federal deposit insurance for private banks and their increasing
availability rendered the postal savings system unnecessary. In 1966, Congress

terminated the prografi?

129 Kielbowicz, “A History of Mail Classification,” aB1, 34, 44 (emphasis added) (footnotes
omitted).

130 Act of May 17, 1864, ch. 87, 13 Stat. BeRoper,The United States Post Offige-74.
131 Act of June 25, 1910, ch. 386, 36 Stat. 814.

132 Act of Mar. 28, 1966, Pub. L. No. 89-377, 80 S&&.See generallpaniel C. RoperThe
United States Post Offi@08-24; C.H. Scheeld Short History of the Mail Servider1.
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2.3.8 2¢ Letter Rate for Intracity and Local Delivery Letters

In 1883, Congress reduced the rate for intercity letters from 3¢ per half otance ra
to 2¢ per half ouncE” In 1885, Congress changed the rate for intercity letters to 2¢ per
ounce and likewise set the drop letter rate at 2¢ for cities and towns werngyfree c
delivery was available (1¢ in other cities and towh$)In this manner, the 2¢ letter rate
became applicable to all destinations, local or national, within the fredaditery
system. The 2¢ rate for letters remained in effect almost five decade$9@8at This

was the beginning of what would now be termed a geographically uniform ratedos.let

2.3.9 Parcel Post, 1912

In 1912, Congress expanded fourth class to include p&foetseeding the
weight limit of four pounds set in 187€ Introduction of parcel post was due to several
factors. Parcel post was already provided in most other industrialized ceuntee
package services of private express companies, now controlled by the railroads, wer
widely perceived as inadequate and abusive. Rural residents, their appetigsgoods

whetted by rural free delivery, now wanted to be able to order goods via the Post Office

The 1912 act set an initial weight limit for parcel post of 11 pounds, but
authorized the Postmaster General, with the approval of the Interstate Gammer
Commission, to raise the weight limit “in order to promote the service to the pulbic
insure the receipt of revenue from such service adequate to pay the cost tHiéRof.”
1918 the original eleven-pound weight limit had been increased to seventy pounds in

zones one to three, and to fifty pounds in all other zbfies.

133 Act of Mar. 3, 1883, ch. 92, 22 Stat. 453, 4565.

134 Act of Mar. 3, 1885, ch. 342, 23 Stat. 385, 387-88
135 Act of Aug. 24, 1912, ch. 389, § 8, 37 Stat. F397-58.
1% Revised Statutes § 3879 (2d ed., 1878).

137 Act of Aug. 24, 1912, ch. 389, § 8, 37 Stat. F388.

138 postmaster General Orders No. 7249 (July 25, 1@DBlps in zones 1 and 2); No. 7706 (Dec.
6, 1913) (50 Ibs. in zones 1 and 2, 20 Ibs. in gdto 8); 1140 (Feb. 26, 1918) (70 Ibs. in zon&s 3; 50
Ibs. in zones 4 to 8). These orders are reprimdbst Office DepartmerPostage Rates: 1789-1930,
23 (1936).See generallKielbowicz, “A History of Mail Classification,” ab6-65.
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2.3.10 Second Class Advertising Rates and Nonprofit Publications, 1917

Between 1900 and 1920, Congress became increasingly concerned about
mounting postal deficits and mushrooming quantities of second-class mail. Some
members questioned whether a policy devised during the early years of ¢imestitti
made sense, especially when modem publications no longer resembled those of the
1790s. Was it necessary for government to help bind the nation together? If so, was
subsidizing the circulation of advertisement-filled newspapers and magdenssst
way to do so? Did distinguishing between publications in the second and third class make
sense when second class periodicals included so much advertising? One advgetging a
explained, “There is still an illusion to the effect that a magazine is adpian which
advertising is incidental. . . . A magazine is simply a devise to induce people to read

advertising.***

In 1917, as part of a bill raising taxes to pay for war-related activities r&€mg
introduced higher zoned rates for the advertising content of second class publiéations
The new law charged low postage on periodicals' reading matter and highenrates
advertising contents, with postage for the latter rising in proportion to distamoed Z
advertising postage narrowed the gap between the rates for adventigiegsecond and
third classes. At the same time, Congress established preferdesdirgpublications
issued by educational institutions, labor unions, and professional, literary,daistand
scientific societie¥" by exempting such publications from the zoned rates for
advertising. Hence, these periodicals became known as “exempt publicatioag&orgt

second-class mattet*

139 SeeKielbowicz, “A History of Mail Classification,” a62-53.
140 Act of Oct. 3, 1917, ch. 63, § 1101, 40 Stat. AV-28.

11n 1894, Congress amended the law to apply seciasd rates to publications issued by
educational institutions, labor unions, and pratess, literary, historical, and scientific socesi Act of
July 16, 1894, ch. 137, § 1, 28 Stat. 104, BeEKielbowicz, “A History of Mail Classification,” a#6-54.

142 seeKielbowicz, “A History of Mail Classification,” a54-56.
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2.3.11 Redefinition of Third and Fourth Classes by Weight, 1925

In 1925, Congress redrew the line separating third and fourth clas¥iethen
designed in 1879, the third class embraced printed matter excluded from the second class
Introduction of parcel post in 1912 introduced inconsistencies in the rates for third and
fourth class matter over eight ounces. In the 1925 act, Congress adopted weight as the
dividing line between third and fourth class. Everything under eight ounces becaime thi
class mail; everything heavier, fourth. Within the third class, Congress rethme
existing rate for books, catalogues, seeds and cuttings but raised the ratealmehtbn

everything else, notably advertising circulars.

2.3.12 Airmail, 1928

As a practical matter, airmail service in 1928 became available to the yhieinc
the Postmaster General set a rate of 5¢ for the conveyance of lettdrmgrai@palf-
ounce or less, but the legal history began little edfffeBetween 1925 and 1930, airmail
service was regulated by a series of four statutes that fixed, or auththiéz@ostmaster
General to fix, airmail postage and the rates of compensation for thesiwith little
attention to actual cost§> The acts also gave the Postmaster General great power over
the airlines since the Post Office was then the only buyer of air transporiatil930,
Postmaster General Walter Brown forced the airlines to consolidate intm&poir
carriers and gave generous contracts to &&dhseries of sensational Congressional
hearings ensued in which the Post Office’s handling of the airmail cawastseverely
condemned. In 1934, President Franklin D. Roosevelt canceled all mail contracts with the

airlines and ordered the Army to carry the mail. After a series of méikaslangements,

143 Act of Feb. 28, 1925, ch. 368, §§ 206, 207, 43.3663, 1067.

144 postmaster General Order No. 7773 (June 7, 1S28Post Office Department, “Postage
Rates: 1789-1930,” at 29 (1936). Airmail originatedn effort to find a civilian use for the army’s
experience with aircraft in the First World War téfthe end of the war, the Aerial Mail Service was
organized within the Post Office and supplied witimy planes, men, and expertise. A very limiteadreiil
service was first instituted from Washington, Dt€Philadelphia to New York on August 12, 1918.

145 Act of Feb. 2, 1925, ch. 128, 43 Stat. 805; Aclafie 3,1926, ch. 460, 44 Stat. 692; Act of
May 17, 1928, ch. 603, 45 Stat. 594; Act of Apr, 2930, ch. 223, 46 Stat. 259.

148 The Postmaster General thus created AmericamaaliEastern Airlines, TWA, and United
Airlines, the companies that would dominate Uni&tdtes aviation for fifty years or more.
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Congress created the Civil Aeronautics Board in 1938 and gave the Board the power to
regulate the rates that the Post Office paid for airmail transportafionder the

supervision of the Civil Aeronautics Board, the Post Office continued to subsidize
portions of the airline industry until 1958’

2.3.13 Bulk Third Class Rates and Library Rate, 1928

In 1928, Congress adopted bulk pound rates for third class advertising circulars in
a partial retreat from the 1925 &8 The Direct Mail Advertising Association had
strongly protested that the 1925 act unfairly distinguished between advertisineg i
second and third classes. The 1928 act provided that bulk third class mail must be
prepared according to presortation and handling regulations prescribed by thadtarst

General.

The 1928 act also created a preferential rate for library H80k&e rate was
introduced as a result of a long campaign by rural interests, educational, gnoaips
libraries to persuade Congress that a preferential library rate would prozading in
rural areas. The library rate was limited to use by libraries and nonmgsditizations
and their patrons.

2.3.14 Book Rate, 1938

In 1933, Congress authorized the President to modify postage rates, other than

first class rates, as part of an emergency response to the Dept&sSinrOctober 31,

147 Civil Aeronautics Act of 1938, ch. 601, 52 Stat39

148 See generalltaff of the Subcomm. on Administrative Practicg Rrocedure of the Senate
Comm. on the Judiciary, 94th Con@ivil Aeronautics Board: Practices and Proceduf€5-215 (Comm.
Print 1978) and sources cited theBee alsdielbowicz, “A History of Mail Classification,” a69-70.

149 Act of May 29, 1928, ch. 856, § 6, 45 Stat. 9401 BeeKielbowicz, “A History of Mail
Classification,” at 79-81.

130 Act of May 29, 1928, ch. 856, § 7, 45 Stat. 94R-@3.SeeKielbowicz, “A History of Mail
Classification,” at 82-83.

151 Act of June 16, 1933, ch. 96, § 2, 48 Stat. 254, This act delegated to the President
authority to establish postage rates for mail othan first class mail until the end of fiscal 1938e
effectiveness of the 1933 act was extended by éveRue Act of 1934 and other subsequent acts.fAct o
May 10, 1934, ch. 277, § 515, 48 Stat. 680, 763416 1935); Act of June 28, 1935, ch. 333, 49. 33t
(1935 to 1937); Act of June 29, 1937, ch. 402, &0.858 (1937 to 1939); Revenue Act of 1939, ¢, 2
§ 1, 53 Stat. 862 (1939 to 1941); Act of May 28419ch. 143, 55 Stat. 210 (1941 to 1943); Act ofelu

GEORGE MASON UNIVERSITY NOVEMBER 2008



UNIVERSAL SERVICE OBLIGATION 77

1938, President Franklin D. Roosevelt proclaimed a preferential rate for books of 1% ¢
per pound “irrespective of the zone of destinatitA The rate was applicable to “books
consisting wholly of reading matter and containing no advertising malter ttan
incidental announcements of books, when mailed under such regulations as the

Postmaster General shall prescrib&.”

2.4 Summary

The Post Office was established in 1775 by the Continental Congress and
continued by the first Congress elected under the Constitution. The first amigrfe€s
specifying the organization and duties of the Post Office was adopted in 1792. Following
the British practice, the Post Office was created as an office withirréasdry
Department. The Post Office quickly assumed an important role in the federal
government. In 1829, the Postmaster General became a member of the President’s

cabinet. In 1872, Congress formally established the Post Office Department.

The nature and geographic scope of services offered by the Post iRéficise
evolved. Until the Civil War, the Post Office was an intercity, post office-to-gftise
transportation service. In the 1860s, the Post Office began to provide city delivery
services on a significant scale, both for intercity mail and, increasiioglipcal, intracity
mail. Gradually, collection and delivery of mail, rather than intercity tramnapon,
became the main activity of the Post Office. In the 1890s, Congress extendesdsioa mi
of the Post Office to include delivery to private mailboxes placed along roadslin rura
areas where the majority of Americans lived. The RFD program was @ud¢aderve
areas sufficiently settled to support postal routes serving approxinagteiydred
households. It was largely completed by 1906, although it continued to expand
incrementally thereafter. In 1912, Congress authorized the Post Office to prdindeyde
in villages of less than 10,000 residents. Until the Postal Reorganization Act of 1970, the

17, 1943, ch. 129, 57 Stat. 157 (1943 to 1945);0hdune 30, 1945, ch. 211, 59 Stat. 295 (194®4y1
SeeKielbowicz, “A History of Mail Classification,” aB4-85.

1523 Fed. Reg. 2588 (Nov. 1, 1938).
133 |bid.
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postal laws retained vestiges of a system built up from four distinct sgrintercity

postal service, city delivery, village delivery, and rural delivery.

Statutes defining the reach of the postal system varied with the nature of the
service. In the early days, a “postal’ system was literally assefiposts, or relay
stations, located along a “post road.” From 1792 to 1884, Congress designated individual
post roads by law and authorized the Postmaster General to nominate suitalnle pers
and facilities along the post roads to serve as post offices. After thefdtag city
delivery in 1863, collection and delivery grew in importance as features of pestale,
and the scope of service came to be defined by the extent of the delivery. $ysit865,
Congress mandated delivery services in every city with a population of 50,000. The
Postmaster General was authorized, but not required, to provide delivery servittes in ¢
with more than 20,000, later reduced to 10,000, residents. The scope of the rural delivery
system was established in answer to petitions from rural residents prdwdeetitions
met conditions established by the Postmaster General. The location of villageydeli
services were also determined by the Postmaster General. Thus, beyondadil