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OF
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AUTOBIOGRAPHICAL SKETCH



	My name is Michael W. Miller.  I am an Economist in the Product Cost Studies group at the United States Postal Service.  Product Cost Studies (PCS) is a branch of the Product Finance department at Headquarters.  Prior to joining PCS in January 1997, I was an Industrial Engineer at the Margaret L. Sellers Processing and Distribution Center in San Diego, California.

	I have worked on various field projects since joining the Postal Service in February 1991.  I was the local coordinator for automation programs in San Diego such as the Remote Bar Coding System (RBCS) and the Delivery Bar Code Sorter (DBCS).  I was also responsible for planning the operations for a new Processing and Distribution Center (P&DC) that was activated in 1993.  In addition to field work, I have completed detail assignments within the Systems/Process Integration group in Engineering.

	Earlier in Docket No. R97-1, I testified before the Postal Rate Commission concerning the Prepaid Reply Mail (PRM) and Qualified Business Reply Mail (QBRM) mail processing cost avoidance.

Prior to joining the Postal Service, I worked as an Industrial Engineer at General Dynamics Space Systems Division where I developed labor and material cost estimates for new business proposals.  These estimates were submitted as part of the formal bidding process used to award government contracts.

	I earned a Bachelor of Science degree in Industrial Engineering from Iowa State University in 1984 and a Master of Business Administration from San Diego State University in 1990.

�I.  Purpose of Testimony

	The purpose of this testimony is to rebut the testimony of Office of the Consumer Advocate (OCA) witness Willette (OCA-T-400) which advocates that the Postal Rate Commission should recommend the establishment of a Courtesy Envelope Mail (CEM) rate cat
egory within First-Class Mail.  My testimony, in combination with the testimonies of Mr. E
llard (USPS-RT-14), Dr. Steidtmann (USPS-RT-15), and Mr. Sheehan (USPS-RT-16), explains wh
y the Commission should not recommend a CEM classification to the Governors.


�II.  INTRODUCTION



The OCA first proposed a Courtesy Envelope Mail (CEM) rate category in Docket No. R87-1.  OCA witness Olson attempted to justify that proposal on the basis that CEM resulted “in demonstrable and substantial cost savings compared to other individual First-Class pieces.”�  It was never argued that the American public actually wanted a two-stamp system for their basic First-Class Mail letters.  The OCA then followed with CEM proposals in both Docket Nos. R90-1 and MC95-1.  In each docket, the Postal Service submitted CEM rebuttal testimony.  In Docket No. MC95-1, the Postal Rate Commission recommended a CEM shell classification, but did not recommend a specific rate.  The Governors ultimately rejected that recommendation.

In the current case, the Postal Service has proposed Prepaid Reply Mail (PRM).  PRM offers consumers two advantages:  indirect access to a reduced postage rate of 30 cents and the convenience of not having to use stamps.  This convenience feature could reduce the likelihood that the mailing public would switch to bill payment alternatives.  The retention of remittance mail offers benefits to all mailers, including non-household First-Class Mail users.  If the net contribution for the amount of retained remittance mail exceeded the PRM discount revenue loss, all mailers would benefit.

PRM participation is not a mandatory requirement for current Courtesy Reply Mail (CRM) providers; it is an optional product that businesses can adopt as an added convenience feature for their customers.  It is anticipated that the adoption and acceptance of PRM will be a slow and manageable process that can benefit the public while avoiding the problems associated with a two-stamp system.  

Despite the fact that the Postal Service proposed this alternative, the OCA has again submitted a two-stamp proposal.  The proposed 30-cent CEM rate is based on a cost study in my direct testimony (USPS-T-23) that supported PRM and Qualified Business Reply Mail (QBRM).  In response to PRM, witness Willette testified that, “The proposal herein does not contemplate that the Commission adopt CEM as a replacement for PRM and QBRM.  Rather, the CEM proposal enhances the Postal Service proposal…”�

In fact, the implementation of CEM would seriously undermine the success of PRM.  The candidate mail for both proposals currently exists within the same courtesy reply mail stream.  If both were implemented, the rate advantage associated with PRM would vanish, as households could realize the same rate benefit using CEM.  Businesses would therefore not be as likely to adopt PRM and the convenience of using the mail system as a bill payment alternative would not be enhanced.  If anything, the complications associated with using two stamps could encourage the public to investigate other bill payment alternatives.

Unlike PRM, which would benefit the public while requiring less additional effort on their part, the implementation of CEM would complicate the simple act of mailing letters for every person and organization that uses the nation’s mail system.  This complication would inhibit the Postal Service’s ability to achieve its customer satisfaction goal of improving the ease of use of that system.  

CEM could have a negative impact on service, performance, and the public’s perception of the mails while generating additional costs for the Postal Service.  Therefore, for all of these reasons, the Postal Service opposes CEM.  The rebuttal arguments presented in this testimony are as follows: 



Complexity: CEM would complicate the nation’s mail system for all parties involved.



Market Research:  A recent survey shows that households do not want a two-stamp system.



Revenue Loss Recovery:  The revenue loss associated with CEM would have to be recovered somewhere.



CEM-Related Costs:  The costs associated with implementing and maintaining a second stamp would also have to be recovered.



Fairness and Equity:  CEM would not fairly and equitably distribute postage costs.

�III.  CEM WOULD COMPLICATE THE NATION’S MAIL SYSTEM



“CEM is a very simple concept.”

---OCA Witness Willette (Docket No. R97-1, Tr. 21/10688 at 11)



A common theme throughout witness Willette’s testimony is the claim that CEM is simple.  I disagree.  The tasks performed by any individual customer or postal employee may not be complex in and of themselves, but the postal system as a whole is incredibly complex.  In terms of its impact, CEM would be one of the most extensive rate changes ever implemented.  It would complicate the nation’s mail system for every person or organization that interacts within that system, including households, businesses, major mailers, as well as the Postal Service.



PARTICIPATING HOUSEHOLDS WOULD HAVE TO BUY AND USE TWO STAMPS



In 1995, 96.2% of all households paid at least one bill using the mail.�  The long-existing one-stamp system has proven to be workable for bill payers.  Households know that they can rely on the mail for this relatively uncomplicated service.  In a two-stamp environment, this simple system would become complicated because households that participate would have to recognize qualified mail pieces, purchase two different stamp denominations, and use both denominations appropriately.

Confusion Could Prevail:  To participate in CEM, households would have to determine which envelopes are qualified for the 30-cent stamp.  In order to facilitate that process, businesses would have to mark reply envelopes in a prominent, standardized location.  Any lack of standardized CEM markings would hamper efforts to educate the public and increase the potential for confusion.  Confused household mailers could make incorrect decisions regarding when each stamp should be used.  These decisions could affect how each mail piece is processed and result in delayed or return-to-sender mail.  These results, particularly the latter, would adversely affect service and create substantial customer relations problems for the Postal Service.

More Stamp Transactions Would Be Required:  The public obtains stamps from a variety of sources.  Households can buy stamps from consignment outlets (e.g., grocery stores), from vending machines, and from Postal Service window clerks.   If CEM were implemented, this process would become more complicated because some consignment outlets and vending machines would not be able to offer both denominations.  As a result, many households would have to make special trips to alternate retail outlets to purchase stamps.  Others might require an additional trip to the post office.  Finally, some consumers would have to purchase stamps from postal window clerks because the vending machine(s) in a given facility did not have the capacity to offer both stamps.  CEM would make purchasing stamps less convenient.

Two Stamps Would Be Less Convenient To Use:  A two-stamp system would also be less convenient to use.  In a CEM environment, households seeking to minimize their postage would have to ensure that they had sufficient supplies of both stamps.  CEM users would need to monitor inventories for both the full-rated single-piece stamp and the CEM stamp.  The usage of multiple stamps could become even more complicated in future rate case proceedings if the approved increase for the CEM stamp did not match the approved increase for the full-rated single-piece stamp.  In that instance, two non-denomination letter stamps (e.g., “H” and “I”) would be required and households would temporarily need four stamps.



The implementation of CEM would complicate matters for households by making it less convenient to use the nation’s mail system to pay bills.  Household consumers ultimately dictate which bill payment method they use and the complications associated with a second stamp could make various non-mail alternatives appear more attractive.

�B.  BUSINESSES COULD ENCOUNTER PROBLEMS



Many businesses could also suffer a negative impact because of CEM.  For example, consignment outlets that chose to offer both stamps could experience difficulties related to stocking and selling two denominations.  Consignment outlet employees could also be plagued by customer inquiries regarding the appropriate use of each denomination.  On the other hand, outlets that chose not to offer both stamps could get complaints based on the fact that they do not offer both denominations.  

In addition, certain businesses (e.g., mortgage companies, insurance brokers, student loan consolidators, and health care facilities) do not provide prebarcoded reply envelopes to their customers.  If household consumers use the CEM stamp in error on mail pieces addressed to these businesses and the mail pieces are returned to sender postage due, businesses could have their mail delayed.  On the other hand, if no return address were included on the mail piece, as is often the case, the business could be faced with the decision of either paying the postage due, or having the mail piece (which could include a remittance) forwarded to a mail recovery center.

Finally, like households, businesses also pay bills.  Small businesses in particular would experience the same complexities as households in terms of recognizing qualified mail pieces, purchasing two stamp denominations, and using both stamp denominations.



MAJOR MAILERS WOULD HAVE TO MODIFY ENVELOPES



Before households and businesses could participate in CEM, large mailers would first have to convert their existing CRM envelopes to a CEM format.  Witness Willette believes that these envelopes simply need to “bear an indication” that they are eligible for a CEM discount.�  This suggestion fails to address the many issues related to reply mail piece design.  The conversion process would not be simple by any means and would most likely result in two separate prebarcoded reply mail streams.

The DMM Requires Automation Compatible Reply Envelopes:  The Domestic Mail Manual (DMM) currently prohibits outgoing mail pieces that qualify for automation discounts from containing reply envelopes that do not also meet automation compatibility standards.�  The DMM does not require that the reply envelope be barcoded.  Mailers who prefer to use window envelopes with prebarcoded inserts also qualify for automation discounts.  When mailings that contain enclosed reply envelopes are brought into a Bulk Mail Entry Unit (BMEU), the agent representing the mailer must certify that the enclosed reply mail pieces bear the proper Facer Identification Mark (FIM) and barcode if they claim discounted automation rates on the outgoing pieces.  Because the enclosed reply envelopes cannot be visually verified, compliance is, to an extent, based on an honor system.  Of course, over time the Postal Service would generally discover if a customer receiving large amounts of non-compatible reply pieces was improperly claiming automation discounts on the outgoing mail pieces.

In actual practice, postal employees work with mailers that are found not to comply with this DMM requirement -- rather than rejecting, delaying, or assessing higher postage against the mailing.  Working with mailers to resolve envelope hygiene problems makes good business sense because the Postal Service can improve the processing characteristics of future reply mail pieces.

Reply Mail Characteristics Vary A Great Deal: The DMM requirements for existing CRM mail pieces are allowed to vary within limits.  This variation is allowed because automated equipment can still find and “read” the barcode.�  A “standardized” reply mail piece is not required because mail processing costs would not be adversely affected by these differences.

Witness Willette states that “the ‘transformation’ of a CRM piece into a CEM piece would be simple.”�  I disagree.  It is difficult to imagine such a wide variety of reply mail pieces being readily “transformed” into uniformly marked mail pieces that CEM users could easily recognize.

Envelopes Would Have To Be Properly Marked:  Witness Willette proposes that all CEM qualified mail pieces should contain a marking on the envelope.�  She suggests placing this marking in the upper right hand corner in the postage affixation block.�  This would not be an adequate solution because the stamp would obscure the CEM marking.  Postal employees would need the ability to determine CEM qualification after the postage is affixed to the envelope.  That determination could not be made simply by looking for the presence of a FIM and barcode.  Postal employees could not be expected to determine CEM qualification unless the mail piece explicitly indicated so in a manner not obscured when a stamp was affixed to the envelope.

In fact, all parties would need the ability to make that determination.  The CEM marking would need to be placed in a standard location on all envelopes.  Finding such a location would not be an easy task.  Markings at the top of an envelope could interfere with the return address, the FIM, and/or the stamp(s).  Markings at the center of the envelope could interfere with window locations.  Those at the bottom could interfere with the barcode clear zone.   

An alternative would also have to be found for window envelopes with prebarcoded inserts.�  In that situation, the envelopes would be marked, but the barcode would only be contained on the insert.  Properly marked envelopes could therefore be mailed at the discounted rate (without the insert) to someone other than the envelope provider.�  Placing the CEM marking on inserts would not solve this problem, as envelope windows are located in a wide variety of places and they are sometimes only large enough to expose the address and/or barcode.  

In order to minimize public confusion, a uniform marking location would have to be found for the wide variety of reply envelopes that are sent by hundreds of thousands of businesses to their customers each day.  Such a location would be difficult to find given the level of variation that exists among current CRM mail pieces.  

Therefore, many reply mail providers would have to modify their envelope designs.  I am not suggesting that this would be an impossible task.  However, it would be anything but simple.  The OCA has failed to specifically address two important issues related to envelope modifications.  First of all, the mail piece design requirement has not been determined.  The design could be a marking as indicated by witness Willette or it could be a standardized envelope design similar to that used for Business Reply Mail (BRM).    In addition, witness Willette failed to discuss whether mailer compliance would be voluntary or mandatory.  Regardless of the requirements, the most likely result would be a remittance mail stream where some prebarcoded, FIM A reply mail pieces would be properly marked as CEM qualified, and others would not.

	Voluntary Conversion Could Result In Low CEM Volumes:  In today’s environment, specific reply envelope designs are used for a multitude of reasons other than the simple enclosure of a remittance.  As discussed in Exhibit USPS-RT-17A, some reply mail providers also use envelopes to advertise products, list user instructions, and promote efficient remittance processing.  Therefore, some reply mail providers may not be inclined to modify their envelope designs to accommodate CEM on a voluntary basis.  As a result, the current CRM mail stream would be separated into two distinct prebarcoded mail streams that require different postage rates, yet have identical mail processing cost characteristics.

	Enforcing A Mandatory Conversion Would Be Difficult:  This same problem would also exist if CEM conversion were to become a mandatory requirement.  In that instance, the DMM would have to be changed to require compliance before a mailer could take advantage of automation discounts on the outgoing mailing.  Enforcement of a mandatory policy would be likely to provoke a negative reaction, given the fact that many bulk First-Class Mail users have been prebarcoding their enclosed reply mail pieces for years.  Others, who have only recently made significant investments to satisfy new DMM reply envelope standards, may resent having to immediately comply with another mandatory change.  Many may question why they are being required to constantly enhance CRM envelopes when there is no further advantage obtained by doing so.  Conversion of CRM envelopes to CEM would not improve the speed of delivery in today’s mail processing environment, providing little if any opportunity to advance the capture of remittance mail float.  In all likelihood, postal employees would work with the mailers to correct any non-compliance issues (as they currently do in regard to reply mail piece automation compatibility), rather than attempting to strictly enforce a mandatory CEM requirement.  This would not be an uncomplicated task.

Whether or not CEM conversion is voluntary or mandatory, the most likely result would be a remittance mail stream where some prebarcoded, FIM A reply mail pieces would be properly marked as CEM qualified, and others would not.  At the very least, it would take time for the “transformation” to occur as mailers would want to exhaust old envelope inventories rather than “amending” their envelopes, as suggested by witness Willette (Docket No. R97-1, Tr. 21/10691, at 2-14).�  How long that would take is not known as mailers were not contacted regarding the CEM proposal.�



CEM WOULD BE DIFFICULT FOR THE POSTAL SERVICE TO ADMINISTER AND ENFORCE



As stated in previous cases, the Postal Service would experience administration and enforcement problems as a result of CEM.  Witness Willette suggests that the Commission just dismiss the Postal Service’s concerns, but does not discuss those concerns in detail, or elaborate as to why they should be dismissed.�  The Postal Service would expect to incur costs related to public education campaigns, increased window service transactions, and revenue protection efforts.

In addition, the Postal Service would experience problems related to stamp sales.  The current system relies predominantly on one basic stamp denomination for First-Class Mail letters.  Under CEM, consumers could use 33-cent stamps, 30-cent stamps, 33-/30-cent stamps, or 30-/3-cent stamps.  It is not known at this time which combination, if any, would be prevalent.  Sufficient quantities of all these stamps would have to be ready at the time of implementation.

Finally, the costs for processing reply mail could increase.  For those CRM pieces that do not convert to CEM, the use of two stamps (e.g., 30 and 3 cents) to pay postage could obscure the FIM markings and result in a prebarcoded mail piece being routed to a less efficient operation.



CEM would be one of the most significant rate changes in postal history in terms of the scope of its impact.  The nation’s mail system would become more complicated for everyone:  households, businesses, major mailers, and the Postal Service.  

CEM would complicate the simple and basic First-Class Mail rate schedule which has long been relied upon by the general public.  This would seem to contradict the spirit of 39 U.S.C. (3622(b)(7), which encourages simplicity of structure for the entire schedule and simple, identifiable relationships between the rates or fees charged the various classes of mail for postal services.  In a CEM environment, there would not be a cost difference (sufficient to justify a CEM rate) between prebarcoded reply mail pieces that converted to CEM, and those that did not.

The CEM proposal would also increase the likelihood that the general public could become confused when using the nation’s mail system.  Incorrect mailing decisions could be made as a result of that confusion and the public’s view of the mails could become increasingly negative, making other bill payment alternatives appear more attractive.  This is a major concern for the Postal Service, given the importance of the remittance mail stream.�IV.  THE PUBLIC DOES NOT WANT A TWO-STAMP SYSTEM

	

Question:  “What role do you think the preference of households should play in the determination by the Commission to consider a two stamp system for First Class Mail letters?”



OCA Witness Willette:  “…It should probably play some role.  We have based our CEM proposal on the cost savings associated with processing that mail…I wouldn’t want the Commission to ignore that.”



Question:  “You wouldn’t want the Commission to ignore what?”



OCA Witness Willette:  “The preference of mailers.”



(Docket No. R97-1, Tr. 21/10774-10775)	



	Despite her comments that household preferences should be considered, witness Willette admits that the OCA has not conducted any market research in the current rate case which indicates whether the mailing public wants a two-stamp system.�



PAST MARKET RESEARCH SHOWS A LACK OF SUPPORT



From Docket Nos. R87-1, R90-1, and MC95-1 to the present, one element has been missing from each OCA sponsorship of CEM:  the OCA has never directly asked the public whether they want it.  In fact, every study conducted thus far contains data which indicate there is a decided lack of support for CEM.

Docket No. R87-1:  In this case, the OCA did not use household consumer support as a platform for its initial CEM proposal.  The OCA attempted to justify that proposal as a means to provide rate relief to households, to increase barcoded mail volumes, and to prevent future electronic diversion.�  

In rebuttal, USPS witness Rittenhouse cited a 1986 Roper Survey.�  In that survey, respondents were asked if they would rather have one basic First-Class Mail rate or two separate rates based on specific mail piece characteristics.  The single rate was chosen by 62 percent of the respondents.

1988 Tracking Study:  In October 1988, the USPS conducted a study which tested consumer reactions to lower CRM rates.�  When asked an open-ended question about how they felt about a CRM discount, 69 percent of the 1,002 participants responded favorably.  However, the percentage of favorable responses decreased when specific discounts were included in the questions.  For discounts of five cents (25/20 cent rates) and three cents (25/22 cent rates), the percentage of favorable responses decreased to 66 percent and 49 percent, respectively.  Finally, the respondents were asked for their opinions regarding 26/21 cent rates.  Even though the discount was still 5 cents, the favorable responses decreased from 66 percent to 21 percent when the full-rated stamp price was increased by a penny.  This latter result would seem to suggest that whatever public support might exist for CEM, that support falls sharply once consumers realize that, in order to fund a discount, their rates may have to increase elsewhere.

Docket No. R90-1:  OCA witness Thomas presented market research in support of CEM in R90-1.�  That research relied on several questions that asked respondents about their “likelihood of purchasing a discount stamp” -- given various discounts as compared to two different residual rates (31 and 30 cents).  The implication was that a “likelihood to purchase” meant that consumers wanted CEM.  This study also contained several responses which indicated a decided lack of public support:

---39.4 percent would probably/definitely not purchase (30 cents/27 cents)

---40.2 percent would probably/definitely not purchase (31 cents/27 cents)

---77.3 percent would probably/definitely not purchase (30 cents/29 cents)

---75.5 percent would probably/definitely not purchase (31 cents/29 cents)

---33.2 percent somewhat/strongly agree the difficulty would just not be worth it        

---47.6 percent somewhat/strongly agree it would be difficult to learn

---69.5 percent somewhat/strongly agree stamp would be used inappropriately

�Docket No. MC95-1:  In the Classification Reform case, the OCA presented no additional market research to support CEM.  The USPS, however, provided the results from a 1991 Rate Change Telephone Survey.�  That survey once again showed that consumers were not enthusiastic about CEM:

---67-71percent somewhat/very inconvenient to use, buy and maintain two             

    stamps

---45.6 percent somewhat/very unlikely to purchase (29 cents/27 cents)



THE OCA PROVIDES NO SUPPORTING RESEARCH IN DOCKET NO. R97-1



	In the current case, the OCA has again neglected to provide any data which show that the public wants a two-stamp system.  The only survey that ever directly asked consumers which system they wanted was the 1986 Roper survey and those results showed that 62% of the respondents preferred the current one-stamp system.



C.  A RECENT USPS SURVEY SHOWS THE PUBLIC STRONGLY PREFERS

      THE CURRENT ONE-STAMP SYSTEM



On behalf of the Postal Service, witness Ellard recently conducted a market research survey in order to determine whether households preferred a one-stamp or two-stamp system for their First-Class Mail letters.  The results of that survey are reflected in his rebuttal testimony in this proceeding (USPS-RT-14).  

The Public Does Not Want A Two-Stamp System:  Witness Ellard’s survey shows that a likelihood to purchase the discounted stamp (if CEM were to be implemented) does not necessarily mean that the public wants to see the Postal Service implement a two-stamp system.  The respondents in witness Ellard’s CARAVAN( survey were directly asked in Question P9 which system they preferred, a one-stamp system or a two-stamp system.  The overwhelming majority preferred the current one-stamp system.  The cumulative figure of 60 percent would seem to validate the 62 percent figure from the 1986 Roper Survey discussed earlier.

TABLE 1:  HOUSEHOLD PREFERENCE FOR ONE OR TWO STAMPS



				Question P9:

				Household Preference

				60% One-Stamp System

				38% Two-Stamp System

				  2% Don’t Know





	Lower Income Households Prefer A One-Stamp System:  In witness Ellard’s survey, the households in the two lowest income categories exhibited the strongest preference for a one-stamp system.



TABLE 2:  HOUSEHOLD PREFERENCE - LOWER INCOME LEVELS



Question P9:			Question P9:�	< $15,000				$15,000 - $25,000

		Household Preference:		Household Preference:

		72% One-Stamp System		63% One-Stamp System

		26% Two-Stamp System		32% Two-Stamp System

		  2% Don’t Know		  	  4% Don’t Know



Witness Willette said in her testimony, “We would note that low income households as well as those on low fixed incomes might find saving between four and five dollars a year attractive.”�  They might indeed.  But it is doubtful that lower income households would ever mail enough reply envelopes to save such an amount.  The CARAVAN( survey shows that the mean number of reply mail envelopes mailed per month decreases as the income level decreases.  

In fact, based on the results from Question P2, where respondents were asked the number of payments they mailed per month using a reply envelope, it looks doubtful that the average household in any income category would save four to five dollars annually.  It should also be noted that some reply envelopes would not be prebarcoded and therefore would not qualify for a CEM rate.  In addition, some prebarcoded reply envelopes probably would not be converted from CRM to CEM.  In both cases, the potential savings would be less than that shown in Table 3.

�TABLE 3:  AVERAGE REPLY ENVELOPES MAILED BY INCOME LEVEL



Question P2:		Avg. No. CRM	           Average Annual

Income Level		Mailed Per Mo.		       Savings

< $15K			  	4.4			         $ 1.32

$15K-$25K				5.8			         $ 1.74

$25K-$35K				6.2			         $ 1.86

$35K-$50K				7.9			         $ 2.37

> $50K				9.1			         $ 2.73



	The Possibility Of Other Rate Increases Affects System Preference:  It is noteworthy that the preference question was asked a second time of those respondents who said they preferred a two-stamp system in Question P9.  They were asked if they still wanted two stamps if such a system contributed, to some extent, to an increase in the rates for regular First-Class Mail letters.  After being informed of a possible “push-up” elsewhere, 66 percent of those respondents that originally had preferred a two-stamp system switched to the one-stamp system.							The impact of the two preference questions is significant.  When the respondents who switched from a two-stamp to a one-stamp system in question 10 are combined with those respondents who preferred a one-stamp system initially in question 9, the figures show that 86 percent of the total respondents prefer a one-stamp system when they are made aware that their rates could increase elsewhere.  



TABLE 4:  COMBINED RESULTS FROM PREFERENCE QUESTIONS

					

  Combined Questions P9/10:

				  Household Preference

				  86% One-Stamp System

				  12% Two-Stamp System

			    2% Don’t Know



The Postal Service agrees with the OCA that household preference should be considered in regard to CEM.  Household consumers have spoken through this survey and the overwhelming majority prefer a one-stamp system.  These survey results clearly indicate that CEM is not a desirable classification from the point of view of the user, within the meaning of U.S.C. (3623(c)(5).

V.  THE CEM REVENUE LOSS WOULD HAVE TO BE RECOVERED



“I have not taken a formal position on the recovery of the $219 million.”

---OCA Witness Willette (Docket No. R97-1, Tr. 21/10735)



	

	OCA witness Sherman contends that PRM could mislead household consumers into thinking that reply mail service is free.�  That same argument could also be applied to the OCA’s proposed CEM rate, since the revenue loss associated with that rate would have to be recovered elsewhere. That loss could be recouped in a variety of ways, but, one way or another, consumers would ultimately shoulder the burden.  And it has already been demonstrated through market research that when households are made aware of that fact, the overwhelming majority prefer a one-stamp system.

The revenue loss issue has been presented as a rebuttal argument in Docket Nos. R87-1�, R90-1�, and MC95-1�.  In each docket, the OCA has avoided taking a stand as to how the losses should be recovered.  In Docket No. R97-1, witness Willette concludes that, “At 30 cents per piece, CEM mail will travel under a rate that is more closely aligned with costs than consumers’ current alternative, the First Class single-piece rate.”�  If aligning rates with costs were truly a cornerstone of CEM, the OCA’s proposal would include a provision that recommends a higher single piece rate for letters that cost more to process (e.g., handwritten).   Such a provision has not been included in witness Willette’s proposal.

CEM would not create any new cost benefits that would, in any way, offset the corresponding revenue loss.  In fact, the Postal Service would incur additional costs in order to implement and maintain a two-stamp system.  Those costs would also have to be recovered.

�VI.  CEM WOULD FORCE THE POSTAL SERVICE TO INCUR SUBSTANTIAL      

       ADDITIONAL COSTS.



	“While the Postal Service has long objected to CEM on such bases as the ‘two

stamp’ problem, I would observe that the Commission dismissed such operational objections to CEM in Docket No. MC95-1, as well it should here.”

---OCA Witness Willette (Docket No. R97-1, Tr. 21/10703 at 11-14)



	If CEM were implemented, the Postal Service would incur substantial additional costs that it would not normally incur.  Some costs are easier to quantify than others.



TABLE 5:  QUANTIFIABLE CEM-RELATED COSTS (MILLIONS)



	Description		          	       Initial Costs		 	    Annual Costs

	Education			              $ 33			                              -----	

	Window Services		               -----		         	                           $   17

	Revenue Protection		     	    ----- 			      $ 66 - $ 255

	Total				              $ 33  			      $ 83 - $ 272



A MULTIMEDIA PUBLIC EDUCATION CAMPAIGN WOULD BE REQUIRED



The Postal Service estimates that it would be necessary to spend approximately $33 million to implement a multimedia campaign designed specifically to explain CEM to the general public.  

In R90-1, OCA witness Thomas acknowledged that the Postal Service would have to educate the public about CEM.�  The Postal Service agrees with that assessment.  Because CEM involves a change in household consumer behavior, the Postal Service would need to use television, radio, and newspaper advertisements ($19 million) to educate the public about CEM.�  As a compliment to that campaign, at least one CEM-specific direct mailing ($11 million) would need to be sent to every household and business in the United States.  Finally, CEM-specific brochures ($3 million) would need to be prominently displayed in postal retail lobbies.  These costs would not be incurred in the absence of CEM.

The education process would also involve additional costs that cannot easily be quantified.  For example, some time would have to be spent explaining CEM to the postal workforce.  All employees would have to know how CEM works and be able to answer customer inquiries.  It would be especially important for employees who maintain regular customer contact (e.g., carriers and window service clerks) to be able to answer CEM questions.   In addition, employees would have to be told how to identify short paid mail.  Informal training on the workroom floor is currently provided using “stand up talks” that supervisor sometimes give to employees at the beginning of their shifts.  Initially, these established “information sharing” sessions would be used for training.  If problems were detected, however, a more intensive approach would have to be used and formal training would be required, generating additional systemwide expenses.

To some degree, the magnitude of internal training and all other education efforts would be directly related to the success of the implementation plan.  First, an implementation date would have to be determined.  Second, all qualifying CEM mail pieces would have to be marked properly by the implementation date.  Any non-compliance would hamper education efforts.  

As I indicated earlier, it is doubtful that all CRM would convert CEM.  In that case, it would always be difficult for carriers and/or window service clerks to explain to customers why a CEM stamp could be placed on one prebarcoded, FIM A mail piece, but could not be placed on a similar mail piece.  The explanation that mail pieces must be properly marked would be the technically correct answer, but a technically correct answer may not undo the damage caused by negative customer perceptions.  

�WINDOW SERVICE TRANSACTIONS WOULD INCREASE



The addition of a second basic single-piece First Class Mail stamp for letters would increase the number of stamp sales transactions performed by postal window clerks.  The costs associated with this increase are estimated to be $17 million annually.�

Past market research has indicated that household consumers would need to make additional trips to the post office in a CEM environment.  In Docket No. MC95-1, Library Reference MCR-88, 42.6% of the survey respondents indicated that additional trips would be required.  More trips would translate into increased window service costs.  These costs are summarized in Exhibit USPS-RT-17C.

In assessing the impact that CEM would have on window service operations, it is also necessary to discuss costs that cannot easily be quantified.  One such cost would involve the possible diversion of stamps sales transactions from alternative sources such as consignment outlets and ATMs to postal retail outlets.  Many households currently purchase stamps through these alternative sources (73 million transactions annually)� and would have to make additional trips to the post office, to the extent that their stamp demands were not satisfied alternatively.  Additional workhours would be required to handle transactions that come back to post offices.  Each window service stamp transaction currently costs the Postal Service 39 cents.�

In addition, some stamp sales transactions would be diverted back to postal window clerks from vending machines.  Currently, 9,058 (24 percent) of the Postal Service’s total 37,631 vending machines are Booklet Vending Machines (BVM).�  These machines offer one item -- stamp booklets (74 million transactions annually).�  They cannot hold more than one type of booklet.  Some retail lobbies contain more than one BVM and could theoretically carry both stamps.  Other lobbies could not.  Those with one BVM could only offer one type of stamp.  Therefore, some customers who might have purchased their stamps using vending machines would end up purchasing stamps through a window clerk.  This system would become further complicated at times when large volumes of greeting cards (e.g., the December holidays) would be sent by household consumers.  BVMs that usually stocked CEM stamps would probably be changed to stock the full-rated single-piece stamp during these seasonal periods.  As a result, the planning associated with stamp sales would become more complicated under CEM.

Finally, window service costs would also be affected by customer inquiries related to CEM (i.e., “when do I use each stamp?”).  This fact would be especially obvious during CEM implementation.  Each independent CEM inquiry transaction would cost the Postal Service 67 cents.�  Each CEM inquiry transaction that was part of another transaction (e.g., stamp sales) would cost the Postal Service 35 cents.�

Overall, the implementation of the CEM proposal would increase window transaction costs.  These costs would decrease somewhat in the long term.  Initially, however, the CEM proposal could have a dramatic impact on window service as consumers adjusted to the new system.



REVENUE PROTECTION COSTS WOULD BE SIGNIFICANT



	With the current one-stamp system, it is uncommon for the public to underpay postage for one-ounce letters.  If CEM were implemented, that situation would change.  The opportunity for confusion would be great and the percentage of short paid mail would increase.  The magnitude of that increase, however, is not known.  As a result, revenue protection costs (Exhibit USPS-RT-17D) were calculated for various short paid mail percentages.�  These costs would be significant.  For example, if the short paid mail percentage increased from the current 0.06 percent to 2 percent, the Postal Service would incur costs on the order of $96 million annually.�  To minimize these costs, the Postal Service would concentrate its detection efforts at the point of entry to the postal system - the originating Processing and Distribution Centers (P&DC).  

For purposes of CEM enforcement, this method would be preferred over the reliance on carriers to identify short paid mail.  In today’s Delivery Point Sequencing (DPS) environment, carriers would not have an opportunity to inspect many mail pieces until they are out on the street.  At that point, they would be riffling through multiple bundles (e.g., DPS letters, cased letters, flats, and saturation mailings) as they walked between delivery points, organizing the mail for the next address.  Their attention would be primarily focused on the address, not on the stamp.  This would be especially true for substitute carriers who are delivering mail for another carrier’s permanent route.  

By concentrating identification efforts at originating operations, the Postal Service could attempt to minimize the mail processing costs and service problems related to short paid mail. Therefore, the best place to detect short paid mail would be when it enters these facilities as “collection” mail.

Collection mail is “dumped” from hampers onto conveyor belts that cull mail and ultimately feed Advanced Facer Canceler Systems (AFCS).  In an ideal environment, the AFCS would be used to trap short paid mail, as it currently cancels 86 percent of all collection mail.�  The Postal Service has attempted to determine whether the AFCS could be used to isolate the presence of a CEM stamp on a non-qualified envelope.  We have concluded that no technical solution is currently possible.  A detailed discussion of AFCS operations and an explanation of why the AFCS cannot be used to feasibly trap short paid mail are found in Exhibit USPS-RT-17E.  

Short Paid Mail Would Be Isolated Manually:  Since short paid mail cannot be captured using automation, it is estimated that two level 6 clerks would be required at each originating plant to sample and record mail after it has been sorted by the AFCS.  This additional staffing would cost $38 million annually, regardless of the magnitude of the increase in the short paid mail percentage.�

The revenue protection clerks would perform two functions.  First, they would identify the extent to which short paid mail was a problem in a CEM environment.  They would sample mail from the different AFCS machines and record the volume of short paid mail.  This data would be collected nationwide to determine the extent to which the public understands CEM.  The Postal Service would evaluate the results, attempt to reinforce proper usage (e.g., send a second direct mailing to households and businesses), and develop an enforcement plan.  If short paid mail proved to be a major problem, the revenue protection strategy might have to be re-evaluated and additional staffing could be required at the originating plants, as well as at other plants.  If additional staffing were required, revenue protection costs would increase.

The revenue protection clerks would also perform a second function as an integral part of the enforcement plan.  Depending on the scope of the problem, these clerks might be retained to isolate and identify mail that contained inadequate postage.  They would be the most likely means for capturing short paid mail.   As it would not be possible for these clerks to sample every canceled mail piece, this method would not result in all short paid mail being found.  Only a portion of short paid mail would be captured.  For the 2 percent short paid example, the annual costs for returning this mail would be $58 million.� 

Identified Short Paid Mail Would Be Returned To Sender:  After being identified, short paid mail would be forwarded to a postage due unit.  The postage due clerks would rate the mail piece and forward it to a manual outgoing primary operation (030).  The 030 clerks would then sort the mail to the ZIP Code level before it would be sent back to the delivery unit.�  At the delivery unit, accountable clerks would process the mail before the carrier picked it up for return to sender.  Following delivery, the carrier would return the funds and clear the paperwork with the clerk. 

The summary table in Exhibit USPS-RT-17D shows that the costs of identifying and returning short paid mail always outweigh the corresponding revenue losses.  Accepting these revenue losses would not be an adequate solution.  The Postal Service would have to spend the money to reinforce proper CEM usage.�  In the current system, it is difficult to underpay the postage for First-Class letters weighing less than one ounce.  With CEM, it would be much easier.



OTHER COSTS ARE NOT AS EASILY QUANTIFIED



In addition to the costs related to education, window services, and revenue protection, the Postal Service would incur other costs which are not easily quantified.

Stamp Costs Could Increase:  As I discussed earlier, households could use 33-cent stamps only, 30-cent stamps only, 33-/30-cent stamps, or 30-/3-cent stamps.  The mix of stamps that the public would ultimately use is not known.  The Postal Service would have to ensure that sufficient quantities of 33, 30, and 3 cent stamps were available at the time CEM was implemented.  The amount of stamps produced in advance of CEM implementation would be greater than the amount normally produced.  Therefore, additional costs related to inventories, planning, and distribution would be incurred.  

It would be expected that these costs would eventually be eliminated as the Postal Service adjusted to stamp demand, but that might not necessarily be true if a large percentage of consignment outlets chose to offer only one stamp.  In that situation, the inventories in postal Stamp Distribution Centers (SDC) could ultimately increase.  In addition, the average cost per stamp could increase if the Postal Service required smaller batches of more stamp types, as stamp costs are driven by production volumes.

Re-Addressed Reply Envelopes Could Become A Problem:  Reply envelopes that are provided to consumers are sometimes used for purposes other than their original intent.  For example, some people do not always mail their remittances in reply envelopes and, rather than waste them, use them to mail something else.  This situation causes problems that ultimately increase mail processing costs.

First of all, re-addressed envelopes are problematic because they have FIM markings, but the preprinted barcode does not correspond to the new address.  This mail would therefore be separated as barcoded mail on the AFCS and would immediately be processed on a Bar Code Sorter (BCS).  Re-addressed reply envelopes that contain no barcodes or have obliterated barcodes would be rejected on the BCS.  They would then have to be routed through the RBCS network.�    

At that point, the re-addressed reply envelopes that did not have barcodes should be processed successfully.  However, those with obliterated barcodes would not.  These latter mail pieces would end up being processed on a Letter Mail Labeling Machine (LMLM), so that a label could be placed over the barcode area.  Barcodes would then be applied on the LMLM labels when the letters are reprocessed on the Output Sub System (OSS).  These additional steps increase mail processing costs beyond what would have normally occurred, had the address been handwritten on a clean, white envelope (assuming the handwriting did not extend into the barcode clear zone).

Finally, those re-addressed envelopes that contain barcodes that are not obliterated would be successfully processed on the BCS and, rather than being delivered to the new address, would be delivered to the original reply mail provider.  Once identified, these envelopes would then have to be rerouted through the entire postal system until they successfully reach the intended addressee.

When a reply envelope is re-addressed, it can cause service delays for the sender of the mail piece.  In addition, the Postal Service receives complaints from the original reply envelope providers that receive this mail.  To some degree, this problem already exists today.

The scope of this problem could increase in a CEM environment due to the envelope changes related to that proposal.  These changes would be especially problematic for window envelopes that do not contain barcodes on the envelope itself.  Under the CEM proposal, these envelopes would be marked as CEM qualified.  Therefore, the public could mistakenly conclude that the envelope itself is what saves the Postal Service money.  In reality, the prebarcoded insert is what saves mail processing costs and if the insert is no longer used, there are no savings.  If the public makes this mistake and uses these envelopes for purposes other than originally intended, the envelopes would actually cost more to process, despite the fact that they were mailed at the CEM rate.  As stated, these envelopes would cost more to process than a normal handwritten envelope.  

	The public may have the best of intentions when they use reply envelopes for something other than their original purposes.  However, in a CEM environment, the public could mistakenly assume that the characteristics of the envelope, rather than the presence of a specific barcode that corresponds to a specific delivery address, are why a discounted postage rate is being offered.  Therefore, the level of envelope misuse could increase and the Postal Service would incur additional costs.  Consumers would ultimately pay for these additional costs and would also suffer from the consequences related to service delays.





In order to implement CEM, the Postal Service would incur costs for public education, additional window service transactions, and revenue protection.  Some costs are more easily quantified than others.  However, they should not be ignored, as suggested by witness Willette.  The CEM proposal involves many unknowns (e.g., short paid percentage) which could increase the cost estimates presented in this testimony.  These costs need to be recovered in addition to the revenue loss that was forecast by the OCA.

In regard to the revenue loss, witness Willette estimated that the maximum reduction would be $219 million.�  Witness Ellard’s market research shows that 61 percent of the respondents were very or somewhat likely to purchase the discounted stamp.  Taking into account the likely percentage of CEM usage, a revenue loss of $134 million would be a more plausible projection.  

In order to implement and maintain CEM, I have shown that the Postal Service could spend $146 million in the first year alone.�  It would not make financial sense for the Postal Service to spend over $146 million to realign $134 million worth of postage costs.  I believe that there is insufficient justification for a special CEM classification within the meaning of U.S.C. (3623(c)(2), in light of this cost/benefit analysis.�VII.  CEM WOULD NOT FAIRLY AND EQUITABLY DISTRIBUTE POSTAGE COSTS



“The adoption of CEM as a classification is long overdue.  At 30 cents per piece, CEM mail will travel under a rate that is more closely aligned with costs….”

		---OCA Witness Willette (Docket No. R97-1, Tr. 21/10714 at 2-4)



	In Docket No. MC95-1, Postal Service witness Alexandrovich explained why the implementation of a CEM discount would not promote fairness and equity within the rate schedules for First-Class Mail.�  The Postal Service maintains that position with respect to the current CEM proposal.



CEM WOULD BE DISTINCTLY ONE-SIDED



Witness Alexandrovich’s concerns were also shared by the Governors, who cited the lack of fairness and equity as one of the critical reasons why they were rejecting the CEM recommendation before them in Docket No. MC95-1:



Our last concern, however, goes beyond the state of the record in this proceeding, and addresses the more general issue of fairness and equity.  The CEM rate category has been advanced by its proponents as a means of allowing household mailers to obtain a direct and tangible rate benefit from the postal automation program.  Yet household mailers already have benefited from automation.  The savings realized from automation processing of household mail have been averaged with other costs of First-Class Mail, and used to mitigate overall First-Class rate increases.



We believe that to be fair, given the cost profile of typical household mail.  When households use the CEM envelope provided by others to pay a bill (or for some other return correspondence), the letter they mail has relatively low cost.  For the rest of their letters, however, sent in their own envelopes, often with handwritten addresses, the households continue to deposit relatively high cost mail.  Each of these two disparate types of mail constitutes approximately one-half of the typical household’s mail.  Under the current rate and classification structure, the costs of all household mail are averaged with the generally low costs of business mail, to create one base letter rate applicable to both.  While the Postal Service is not convinced that such a structure serves the best interests of any of its customers, in past years, this arrangement worked to at least the short-run advantage of household mailers, as noted in our discussion of this topic in Docket No. R90-1.

As we understand the CEM discount concept, it would offer households the new advantages of deaveraging for their low cost mail, and the continuing advantages of averaging for their high-cost mail.  We are not convinced that such a ratemaking scheme is either fair or equitable.  Unless households were called upon to pay higher rates which reflect costs of their mail that is not sent in reply envelopes (an approach advocated by no one in this case), a proposal such as CEM that would nevertheless allow them to pay lower rates which reflect the lower costs of their reply mail seems distinctly one-sided.�



Witness Willette states that, “A second factor to consider is that the Postal Service’s past resistance to CEM means that consumers using prebarcoded courtesy reply envelopes have been overpaying the ‘correct’ postage on their bill payments for a number of years.”�  Assuming this to be true, witness Willette neglects to mention that those same consumers have also been underpaying the “correct” postage on their high-cost mail (e.g., hand-addressed envelopes) for a number of years.  As the Governors stated, CEM “seems distinctly one-sided.”  Deaveraging should not be conducted on a one-sided basis.  As with its predecessor proposals, the OCA’s latest CEM proposal is not, in the view of the Postal Service, fair and equitable, within the meaning of U.S.C. (3623(c)(1).



SINGLE PIECE MAIL PROCESSING COSTS ARE CONVERGING



	In Docket No. R87-1, the OCA attempted to justify CEM on cost savings grounds.�  That docket, however, occurred before the Postal Service proceeded to implement its Corporate Automation Plan (CAP).  Since that time, several automation programs have been implemented in the field which have reduced mail processing costs.  As a result, the mail processing costs for the different single-piece mail types are converging.  The Postal Service is currently making plans to implement additional programs which will further contribute to that trend.  This convergence is illustrated below in the chart on page 30 (see Exhibit USPS-RT-17F for cost models).

�

The models were created to demonstrate the cost differences between various mail types as they are processed through a large automated facility (or facilities, in the case of non-local mail).  These costs should not be viewed as all-inclusive single-piece costs. The inputs for the models are the same as those used in Docket No. R97-1 and, in some cases, Docket No. MC95-1.  I have attempted to show how these costs would be affected (in current terms) if we removed equipment and reverted to earlier processing strategies.  This analysis was based on my experiences working as an industrial engineer on automation deployment projects.  A discussion of the specific models can be found in Exhibit USPS-RT-17G.  These models show that a CEM rate is less appropriate in today’s operating environment.  Furthermore, that trend will continue as automation hardware and software continue to improve.



CEM WOULD CREATE INEQUITIES



	CEM would also create inequities that currently do not exist.  From witness Ellard’s CARAVAN( survey (USPS-RT-14), it was shown that 37 percent of the respondents were not likely to purchase both stamps.  CEM would therefore create a situation where those households could be perceived as paying more than their fair share of postage.

	In addition, there would be revenue losses and CEM-related costs which must be recovered.  If those costs were not recovered through the single-piece rates, other entities could end up paying to fund CEM.  Ironically, it could end up being the same businesses that have provided the reply envelopes to households.  It is assumed, however, that businesses would pass any additional costs they incur on to consumers in order to maintain their financial position.  



	CEM is not a classification that is “long overdue” as claimed by witness Willette.  If there were ever a time when this proposal might have been necessary, and even worked, it certainly is not now.

�VIII.  CONCLUSION



The Postal Service is not the only organization to be confronted with a “CEM” experience.  Other examples serve to illustrate what happens when proposals are implemented without proper regard for consumers.  In the first example, a recent front-page article in The Washington Post stated that:



As the April 15 tax-filing deadline draws near, tax preparers and accountants report that many Americans are confused, frustrated and irritated by the complexity of many of the tax cuts passed with such fanfare last year.�



The primary source of this confusion, frustration and irritation concerns the recent tax changes made to Schedule D:  Capital Gains and Losses.  As part of the Taxpayer Relief Act of 1997, Congress introduced a four-tiered capital gains tax, as a means of cutting taxes and stimulating investment.  As a result, the Internal Revenue Service (IRS) had to revise Schedule D, expanding it from 23 to 54 lines to accommodate a capital gains tax that can now be 10 percent, 20 percent, 25 percent, or 28 percent, depending on the taxpayer’s income, the type of asset, and when it was sold.  As the article stated, “Even one of the principal architects of the new tax law agrees that it is too complex” (Congressman Bill Archer, R-Texas).  The public and the IRS are now having to deal with the aftermath of those complexities.  

This example parallels the CEM proposal, which the OCA has offered without properly considering the affect it would have on the public or the agency responsible for implementing it.

In another example, policy makers enacted a change which also did not bode well with the American public.  In this instance, the United States Mint had to deal with the consequences.

�Fact:  In 1979, the U.S. Mint began striking a new dollar coin, based on a projected $30 million in Treasury Savings.�  Problems immediately occurred because consumers confused the new coin with the quarter.  In fact, there was no market research which showed that household consumers even wanted the coin. The coin was basically forced into circulation.�  Consumers eventually voiced their opposition to the use of coin dollars.  In addition, the vending machine industry could not fully accommodate the change.  As a result, production of the Susan B. Anthony dollar was stopped in 1981.  Despite the fact that it is no longer produced, the Anthony dollar remains popular with coin collectors.  The $30 million dollar savings never materialized, as the projection was based on a reduction in demand for the dollar bill that never occurred.



There are also parallels between the Susan B. Anthony dollar and the proposed CEM stamp.  If CEM were implemented, the Postal Service could endure a similar experience, as illustrated in the following hypothetical scenario.



Fiction?:  In 1998, the U.S. Postal Service began printing a new stamp based on a projected $219 million in household postage savings.  Problems immediately occurred because the public was confused as to when the stamp should actually be used.  In fact, there was no market research which showed that household consumers even wanted the stamp.  The stamp was basically forced into circulation.  Consumers eventually voiced their opposition to the use of two stamps.  In addition, reply envelope providers and the nation’s postal system could not fully accommodate the change.  As a result, production of the CEM stamp was stopped in 2001.  Despite the fact that it is no longer produced, the CEM stamp remains popular with stamp collectors.  The $219 million savings never materialized, as postage rates had to be increased elsewhere to cover the corresponding revenue loss and USPS implementation costs.

The United States Postal Service has made significant strides in recent years by surpassing several performance milestones and improving its relationship with the public.  CEM threatens to undermine those gains.  The Postal Service would be especially vulnerable in the arena of public opinion.  CEM could have a negative impact on the Postal Service’s relationships with household consumers, major mailers, small businesses, and consignment outlets.  CEM is not a simple concept, nor would it be simple to implement.  The arguments against CEM, however, are both simple and compelling:



CEM would complicate the nation’s mail system for all parties involved.



Households do not want a two-stamp system.



The revenue loss associated with CEM would have to be recovered.



The costs associated with implementing and maintaining a second stamp would also have to be recovered.



CEM would not fairly and equitably distribute postage costs.



The United States Postal Service believes that these issues must be given serious consideration when evaluating the impact that CEM would have on the nation’s mail system.
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� OCA witness Thomas agreed that reinforcement was necessary (Docket No. R90-1, Tr. 30/15357-58).

� In comparison, a normal handwritten envelope would have been less costly to process because it would have been routed directly to RBCS after having its image lifted on the AFCS.

� Docket No. R97-1, Tr. 21/10692 at 7.

� The total quantifiable costs for education ($ 33 million), increased window service transactions ($ 17 million), and revenue protection ($ 96 million).  This latter figures assumes that 2% of the mail would be short paid and includes costs for the revenue protection clerks ($ 38 million) and postage due operations ($ 58 million).

� Docket No. MC95-1, Tr. 36/16324-27.

� Decision of the Governors of the United States Postal Service on the Recommended Decisions of the Postal Rate Commission on Courtesy Envelope Mail and Bulk Parcel Post, Docket No. MC95-1 at 5 (March 4, 1996).

� Docket No. R97-1, Tr. 21/10704 at 10-12.

� Docket No. R87-1, OCA-T-500, page 13 at 11-12.

� Crenshaw, Albert  “True To Form, Tax Time Gets Harder,” The Washington Post, Saturday March 7, 1998.

� Orzano, Michele.  “Anthony Dollars:  A Woman Scorned.”  Coin World, 1997.  Http://www.collect.com/coinworld/infovault/collector/78anthonydollars.html.

� Highfill, John W.  The Comprehensive U.S. Silver Dollar Encyclopedia, Highfill Press, Inc., 1992, pages 757-759.
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