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	The proposal of Pitney Bowes Inc. ("Pitney Bowes") for a discount of one-cent applicable to mailers who use metering technology to pay the First-Class/First-Ounce single-piece rate (the "Metering Technology Discount") satisfies governing legal standards and considerations of sound postal policy.  As detailed in this Trial Brief, the testimony Pitney Bowes has submitted fully supports adoption of the Metering Technology Discount.  





A.	The Metering Technology Discount is Directly Responsive to the Needs of Users of the First-Class Single Piece Rate, Including Small Business, Home Office and Residential Mailers. 








	Judith Martin (PB-T-1) establishes that the principal beneficiaries of the Metering Technology Discount are the subset of the mailing population whose needs for innovative service simply are not reflected in the existing rate design for First-Class mail.  She describes the evolution of metering technology, showing that the development of computerized metering resetting (which enables a mailer to purchase postage at any time of the day or night, seven days per week without leaving his or her home or office) in combination with the deployment of digital meter models -- including ClickStamp® and PersonalPost™ -- make this technology readily accessible to smaller mailers.  PB-T-1 at 4-6.  It is undisputed that the First-Class single piece rate represents the Postal Service's core product.  Moreover, although the Postal Service's data collection systems do not permit precise quantification, it is readily apparent, from the testimony of its own witnesses, that a very substantial percentage of the nearly $23 billion in revenues that it derives from single-piece mail in the First-Class mailstream originates with smaller businesses as well as home office and residential mailers.  Thus, the Metering Technology Discount is responsive to the needs of a principal subset of the mailing population.   


	Dr. Haldi (PB-T-2) provides the cost and revenue justification for Pitney Bowes' Metering Technology Discount proposal.  His testimony follows the accepted Commission methodologies for the measurement of cost and revenue effects of a new discount.  Dr. Haldi's calculation shows that the Postal Service will avoid approximately $114 million in attributable transaction costs each year and will yield a $24.1 million contribution from volume that would otherwise be lost to the Postal Service.  PB-T-2 at 23-25.  Both measurements are conservative: the $114 million figure represents 80% of the unit savings if measured against average revenue per piece (PB-T-2 at 14); and, because of the lack of data, is based on FY1998 rather than Test Year costs.  Moreover, at one-cent, the pass-through is, as Dr. Haldi states, "highly conservative," representing only 44% of the avoided attributable transaction cost.  PB-T-2 at 6.


	The market research study sponsored by Dr. Heisler (PB-T-3) establishes that the Metering Technology Discount proposal will work: With a one-cent discount, approximately 4.954 billion pieces of mail originated by small businesses (with fewer than 50 employees) and by households will switch from the use of stamps to the use of metering technology.  PB-T-3 at 2-3.  Dr. Heisler's volumetric projections are confined to 80% of those respondents who signified that they were "extremely likely" to migrate from stamps to metering technology (PB-T-3 at 8). This estimate of migration is conservative.





B.	Pitney Bowes' Metering Technology Discount Comports with the Statute and is in Furtherance of Basic Postal Policy Objectives.








	Under Section 3623(c)(5), the Commission (and the Postal Service) are to give consideration to "the desirability of special classifications from the point of view of both the user and of the Postal Service."  39 USC §3623(c)(5). Section 3622(b)(6) requires that rates established under the Classification Schedule reflect worksharing activities "performed by the mailer" and their "effect upon reducing cost to the Postal Service."  39 USC §3622(b)(6). Dr. Heisler's testimony establishes that the proposal is not only desirable, but highly desired "from the standpoint of the user."  Further, the value of remote meter resetting has been openly acknowledged by the Postal Service.  See, Proposed Plan for Retirement of Manually Reset Meters, 65 Fed. Reg. 25399 (May 1, 2000).   Dr. Haldi's testimony establishes that this new classification will have the effect of "reducing costs" to the Postal Service.


	The Pitney Bowes metering technology discount also meets the requirements of Section 3622(b)(7) mandating "simplicity" of rate design.  The standard is not intended (and has never been applied by the Commission) as a bar to rate de-averaging.  Rather, read in conjunction with Section 3622(b)(6) (and 3623(c)(5)), the "simplicity" criterion is satisfied when a discount is readily usable by the category of mailers for whom it is intended and does not pose special burdens upon the Postal Service in its revenue protection and other mail acceptance functions.  


	The Pitney Bowes Metering Technology Discount satisfies both of these tests.  The only condition of eligibility imposed upon mailers is that they use a Postal Service authorized form of metering technology, whether a traditional stand-alone meter or an IBIP device or service such as ClickStamp®.  Metering technology users will qualify for the discount on all of their single-piece First-Class outbound mailings.  This obviates any need for the maintenance of separate types of postage inventories.  Nor will such mailers be required to alter their current behavior in the addressing or other preparation of eligible mailings.  


	Similarly, the Postal Service will not have to change its revenue verification process for mail eligible to receive the discount.  As it is now, rate eligibility will be determined simply by the value of postage evidenced on the face of the piece.  The Postal Service already has regulations in place that define the types of information that must be displayed in a meter indicium and the format in which such information must be displayed.  These rules assure that the Postal Service's mail acceptance personnel can readily distinguish metered mail from other types of postage evidencing. There are thus no valid administrative objections to the proposal.


	Dr. Haldi has calculated the estimated cost savings in accordance with the Commission's established policy of limiting discounts to the measurable attributable cost that the Postal Service avoids from a worksharing initiative.  See, Recommended Decision in Docket R97-1 at IV-94.  As a result, his testimony shows a net reduction in revenue (after subtraction of avoided attributable transaction cost) of  $156.5 million.  The actual net revenue effect will almost certainly be somewhat smaller than calculated by Dr. Haldi because -- among other things -- his calculation is based on FY1998 rather than Test Year costs.


	Although the Metering Technology Discount may yield a net revenue shortfall that, all other things being equal, will need to be recovered from other mailers, the statute does not insist that discounts can be recommended only if revenue neutral.  Such a rule would virtually forbid discounts whenever mailers have voluntarily undertaken worksharing before the discount comes into effect.  Certainly, the Commission has generally adhered to the principle that discounts should not exceed the measured cost savings the Postal Service realizes from them.  That policy is more than fully satisfied under the proposal we have advanced.  But it has never held that a discount generating a net revenue deficiency in the Test Year is improper as a matter of ratemaking policy.


	Moreover, there are two compelling countervailing considerations that justify a favorable recommendation of one-cent Metering Technology Discount despite the modest net revenue deficiency that may result.  First, and most importantly, the Postal Service itself has recognized that, as a matter of postal policy, remote resetting of meters yields benefits to it that go beyond the measurement of cost savings that occur in the context of a rate case.  On May 1, the Postal Service announced a proposed plan to retire the "remaining 145,000 manually set electronic meters."  See, Retirement Plan for Manually Set Postage Meters, 65 Fed. Reg. 25399 (May 1, 2000).  As a result (and although there are scheduling and other issues to be resolved) it is very likely that all metering technology installed beginning during the Test Year will be remotely reset.  By the issuance of this manual reset retirement plan, the Postal Service has plainly signified that it greatly benefits from remote meter resetting.


	Second, providing mailers with an incentive to migrate to metering technology will yield collateral cost savings to the Postal Service that are not and cannot be measured in Dr. Haldi's analysis.  The Metering Technology Discount proposal is not based upon mail processing costs.  It is based solely upon avoided transaction costs associated with the manufacture and sale of stamps.  Nonetheless, as Ms. Martin points out, metered mail is "clean."  It can be processed and delivered with less difficulty than other types of First-Class single-piece mail.  Further, the migration of stamp users to remote reset metering technology will enable the Postal Service to more effectively use its window service resources and, therefore, more efficiently serve those mailers who, for whatever reason, elect to continue to use stamps.  PB-T-1 at 6-7. 


	It follows from these considerations that offering mailers a narrowly tailored incentive to migrate from stamps to the demonstrably more efficient use of metering technology far outweighs the modest (and somewhat overstated) net revenue reduction that results from application of the Commission's traditional method of measuring cost avoidance.  


CONCLUSION


	The Pitney Bowes proposal for the institution of a one-cent discount applicable to the first-ounce rate for mailers who use metering technology satisfies all of the legal and policy tests mandated by the statute and articulated by this Commission.  The case for a favorable recommendation of this proposal is made particularly compelling because the discount will yield direct and measurable benefits to all users of the First-Class single piece rate, including  small businesses and home office and residential users, whose needs are not served by the existing First-Class single-piece rate design.
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