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Standard A mailers of merchandise have paid too much postage for too long to receive returns under the Standard A single piece rate and now under the Bulk Parcel Return Service.  These proceedings have more than confirmed this undeniable fact.  The real issue is when will these Standard A mailers see further rate relief and what will the amount of that relief be.  Based on the evidence presented in these proceedings, further relief should be provided now and the rate should be reduced to $1.50 (based on acknowledged overstated year 2000 costs of $1.112 and a cost coverage of 135%).


The Continuity Shippers Association, the Direct Marketing Association and the Association for Postal Commerce submit the following reply brief in support of the complaint concerning the rate for the Bulk Parcel Return Service and in response to the briefs of the United States Postal Service and Office of Consumer Advocate. 


A.
BPRS Users Deserve Further Rate Relief Now

The briefs of the Postal Service and OCA are more interesting for what they do not say than what little substance they do say.  The Postal Service and OCA would like to consider the BPRS rate in a vacuum without considering the history of the Standard A single piece rate which led to BPRS, the cost coverage for these parcels outbound, or the rates paid by other postal return services.  

As discussed previously, the tortured history of BPRS began with a 65% increase in the Standard A single piece rate from the R94-1 rate case.  That exorbitant rate was in effect for over 1,000 days until the creation of BPRS in October 1997.  The original BPRS rate derived from a negotiation, and was not a bottoms up proposal.  The rate was not reviewed within the R97-1 rate case.  Thus, the Commission has never been asked before to do what the CSA requests be done in this complaint case, i.e. decide the cost coverage for BPRS.

The Postal Service and the OCA fail to recognize the significant new evidence that has arisen since the creation of BPRS.  First, the Postal Service performed a cost study which showed that the 1998 costs were no more than $1.038 per piece.  The Postal Service admittedly overstated the costs.  Second, the Commission issued its recommended decision in the R97-1 rate case.  These two new pieces of data provide the two major legs for reviewing and then recommending postal rates.

Based on these new pieces of information, it is known that while BPRS users received significant rate relief with the advent of BPRS, BPRS users have still been overpaying for the past two and a half years, and that further rate relief is warranted.  In order to narrow the complaint case, the CSA focused on the cost coverage, reserving its analysis of the BPRS cost study for future proceedings (which CSA is doing in the R2000-1 rate case).  The evidence clearly supports a reduction in the cost coverage for BPRS from 156% to 135%.

B.  The Cost Coverage for BPRS Should Be 135%


The evidence presented and an independent analysis of the §3622 factors support a lower cost coverage of 135%.  At this cost coverage, the attributable costs will be more than covered, and a significant contribution to institutional costs of $0.388 per piece will be made. 


The Postal Service and OCA have not been able to dispute that the outbound parcel under Standard A is substantially more valuable to both the company-mailer and the customer-recipient than the return leg under BPRS.  The Standard A outbound leg has a cost coverage of 135%.  The BPRS return leg should have the same cost coverage.


The Postal Service and OCA fail to address the low priority and ground service provided to BPRS.  In fact, as compared to Standard A mail, BPRS has no service standard at all.  Resp. USPS/CSA-T1-16.  The Postal Service and OCA also do not even mention that half of the BPRS users pick up their BPRS returns.  They also fail to state that the Postal Service determines when those users will pick up the BPRS returns, and determines when it will deliver BPRS returns.  This clearly shows that BPRS has a lower value of service.


The Postal Service’s and OCA’s assertion comparing BPRS to receiving returns through the Mail Recovery Centers misses the mark.  OCA Br. p. 17.  While it is true that BPRS is faster than returns through the Mail Recovery Centers, it is historically been the case that only about 1% of Cosmetique returns are received from the Mail Recovery Centers.  Thus, this faster receipt is insignificant.  Further, the recent minor modification has not reduced the number of returns that are received from the Mail Recovery Centers.  This shows that the minor modification has not improved the value of BPRS.


Further, as part of the minor modification, the Postal Service allowed the creation of a BPRS return label.  The BPRS label carries no additional fee, and performs all of the functions of the Merchandise Return Service label.  The Postal Service requires that the class of mail designation on the BPRS label is “Standard A” mail.  It should carry the Standard A coverage of 135%.


The Postal Service and OCA even fail to compare BPRS to other postal return services.  The other return services of Bound Printed Matter and Special Standard B have lower cost coverages than BPRS.  The OCA, in fact, seeks to distinguish BPM because that mail does not have to be machinable.  OCA Br. p. 14.  While this is true, that comparison supports a lower cost coverage for BPRS under factor 6 (mailer preparation) because BPRS is machinable and handled in bulk.


Finally, the fact that the Postal Service could charge a higher rate for BPRS does not argue in favor of higher value.  OCA Br. pp. 16-17.  It merely shows that BPRS is captive of a monopolistic market.  Further, the same low price elasticity for these parcels exist on the outbound leg.  This is already incorporated in the 135% cost coverage.

Conclusion


For the reasons stated in the evidence presented, their opening brief and this reply brief, the Continuity Shippers Association, the Direct Marketing Association and the Association for Postal Commerce request that the Postal Rate Commission issue a recommended decision finding that the rate for the Bulk Parcel Return Service should be $1.50 which incorporates a cost coverage of 135%.
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� The Postal Service asserts that CSA can only obtain limited relief because the Commission can only recommend a rate.  USPS Br. P. 14.   That is the Commission’s role -- to recommend postal rates.  The CSA asks no more, but expects the Governors to fulfill their role.
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