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The United States Postal Service hereby provides the response to the following
interrogatory of the American Library Association: ALA/USPS--3, filed on September
12, 1997. Interrogatories ALA/USPS-2 and 6 were redirected to witness
Alexandrovich, and 1, 4, and 5 to witness Adra.

The interrogatory is stated verbatim and is followed by the response.

Respectfully submitted,
UNITED STATES POSTAL SERVICE
By its attorneys:
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Chief Counsel, Ratemaking
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RESPONSE OF THE UNITED STATES POSTAL SERVICE
TO INTERROGATORIES OF THE AMERICAN LIBRARY ASSOCIATION

ALA/USPS-3. After the conclusion of Docket No. R94-1, the Postal Service data
showed that the actual costs of library rate mail were less than the projected costs on
which the 1995 increase was based. Chairman Gleiman wrote to the Board of
Governors inquiring whether a rate decrease would be warranted. The Postal
Service declined to roll back the library rate, and now proposes anocther large
increase.

(a) Piease identify all reasons for the Postal Service's decision not to roll back any
portion of the library rate increase authorized in Docket No. R94-1; identify all studies,
reports, analyses, compilations of data, or other documents that you contend support
those reasons, and produce all identified documents that are not publicly avaifable.
(b) Piease produce all correspondence, memoranda and other written
communications generated to, from, or within the Postal Service in connection with its
decision to roll back none of the R94-1 rate increase in library rate.

(c) Please identify any audits, studies, changes in costing data and collection
systems, and other efforts taken by or on behalf of the Postal Service since Docket

No. R94-1 to improve the accuracy of the Service’s attributable cost data for library
rate mail. Produce all documentation of such efforts,

RESPONSE:

(a) The reasons are presented in the attachments to this response,
particularly the last three pages.

(b) Please see the attachments to this response.

(c) The Postal Service's testimonies in this proceeding present many
improvements to postal cost allocatioh methodologies, which should improve the
accuracy of those methodologies for all subclasses, including Library Rate. There

were, however, no efforts directed specifically to measurement of the costs of Library

Rate.
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™ UNITED STATES

POSTAL SERVKCE

September 27, 1964

Honorable Herd Kohl
United States Senate
Washington, DC 20510-4803

Dear Senator Kohi;

This responds to your July 8 letter on behalf of Mr. Timothy Foley of Ashiand, conceming the
proposed increase for Special fourth-class library rates.

The sizable increase in the rates for library rate materials proposed by the Postal Service in the
current rate proceeding, Docket No. R84-1, Is directly tied to the measured increase in the costs
for library rate materials.

According to the Revenue Forgone Reformn Act, the rates for library rate materials are 1o be set
such that the revenues derived from postage are sufficient to cover the attributale costs of
providing the service, as well as provide & small markup over those costs. The size of the
markup over attributabie costs is tied by the legisiation 1o the markup assigned (o special rate
fourth dass mail. Specifically, over a six year period, the markup over atiributatie costs for
library rates is to be phased upward until it represents one-half of the markup assignad to spedial
rate fourth class.

in the curent rate proceeding, the Postal Service proposed rate increases of 10.3 percert for all
dasses and subclasses of mail for which such an increase would permit recovery of the attribut-
able costs for those classes and subclasses. For a few subciasses, such as special rate fourth
cass, 10.3 percent was inadequate {o permit recovery of the stiributable costs. The rates for
special fourth dlass had to be increased by 13.8 percent. This rate increase resuits in an
estimated markup over atiributable cosis of 1 percent for special rate fourth class mail.

The markup for library rates is supposed to be phased up to represant one-half of the 1 percent
markup assigned to special rate fourth dass. However, due to the whole cent constraints on the
rates for library rate, i is virtually impossible to create a phasing schedule which would permit
the rates for library service t0 increase one-twelfth on one percent sach year. In fact, the resuit-
ing rate schedule for library rate mailers provides virtually no markup over attributable costs.

Thus, the entire increase in rates for library rate materials is tied to the estimated increase in
costs from the projections of FY 1992 cosis upon which the Dockat No. R90-1 rates were
predicated, to the projected costs for FY 1865 upon which the proposed rates ary predicated.
The cost projections made in Docket No. RS0-1 were deveioped by using a “bas® year* of FY
1989 as referencs. Various inflation factors were applied 10 the FY 1089 costs in order to project
the costs into FY 1992. As can be seen in the attached charts, the data available for FY 1989
demonsirate an average weight per plece which Is significantly different from the average
weighis shown in the sumounding years. As the weight per piece is tied to the estimated revenue
per piece, the average revenue per piece for FY 18989 is significantly higher thar the revenue
estimates for the surrounding years. As the cost data is dedved from a different data system

ATS L'Ewaner Puaza SV
WapeGron DC 20080- 3500
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than is the revenue, volume and weight information, the cost date was not affected by the
sxaggerated weight per piece figure. As can be seen, the average cost per plece is not
dramatically different from the costs shown in the sumounding years.

The difference between the average revenue per plece and the average cost per piece Is the
contribution per piece. As can be seen on the charts, the contribution per piece in FY 1989 was
substantially different than the contribution figures for any of the other ysars. Only in FY 1988
and FY 1989 did the data sysiems show library rate exhibiting a positive contribution. That is
fo say, only in FY 1988 and FY 1989 did the data sysiems indicate that library rale was even
covering its atiributable costs. At the time that the Postal Service prepared its case for Docket
No R90-1, it did not have subsequent years' worth of data which would indicate that the data for
FY 1089 were in ermor. At the time, it was viewed as possible that there could have been a shift
in the nature of the characteristics of library rate mail or mail processing costs.

The rates resulting from Docket No. R90-1 provided an increase of less than two percent in the
rutes for library rate mailers, despite the other mail classes and subciasses experiesncing
increases of between 15 and 27 percent on average. As can be seen from the attached charts,
the rates implemented as & result of Docketl No. R90-1 were nol adequate to cover the costs of
library rate mail (the contribution figure is negative for each year from 1890 to 1863).

Thus, not only does the 73 percent increase represent the impact of the projecied ordinary postal

cost inflation between FY 1992 and FY 1995, but i also represents an effort to “catch up® from
the underestimate of library rate costs between the FY 1992 projections (based on the emmoneous
FY 1889 dala) and the projected cosis for FY 1995 being used in the curent case.

All of the foregoing was explained in a technical conference 1o representatives of various groups
representing library rate mailers, and copies of the attached charts were provided to those in
attendance.

| hope that this has been helpful. Piease fet me know if | can be of further assistance.
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DaviD F HAARIS
SECAE “aRY FOR THE BOARE oF GOvERMORS

UNITED STATES

POSTAL SERVICE

January 4, 1995

1110 Vermont Ave., N.W.
Washington, D.C. 20005-3522

Dear Chairperson Simon:

Chairman Sam Winters asked me to respond to your December 22 letter to him and the other
Govemors of the Postal Service expressing your concem about the impact of the recent increase
in fourth-class library rates. The Postal Service's rate request 10 the Postal Rate Commission
(PRC) in Docket No. R94-1 was for an average increasa in library rates of 73.7 percent and the
Commission recommended an increase of 69.9 percent. We recognize that the increase is
significant and likely seems to be unfair 1o our customers who rely on fourth-class rates for
sending books, printed music, academic theses, and sound recordings to and from public
libraries, museums and other non-profit institutions when First-class letter rates increased only
10.3 percom.

Basicaily, the reason for the big increase in library rates is that the former rates, set in Docket
No. R90-1, were based on data gathered in FY 1989 rolled forward for FY 1992. Specifiically,
looking forward to FY 1992, the average cost was projected 1o be $1.55 per piece, assuming an
attendant weight per piece of 6.6 pounds. As a prefermed rate category, the rates for this
subclass could not exceed attributable costs; therefore, the cost coverage was 100 percent. The
PRC recommended an average increase of 1.9 percent for the library rate to yield an average
revenue of $1.55 per piece.

What happened in FY 19927 The FY 1992 actual results were substantially differert from the
projections made in 1990. The average weight per plece turned out to be only 3.2 pounds tut
the average cost per piece was $1.42. S0, the average weight per piece was 51 percent under
the projection while the average piace cost was only 8.4 percent below the projection. Viewed
on a per pound basis, the costs were 90 percent higher than thoss projected.

The PRC's recommendations in tha R90-1 case went back and forth from the Govemnors to the
PRC for reconsideration and in a late stage of the case, when the actual FY 1990 data was
availabie, there was an indication that the R90-1 library rates were seriously out of Ine with
costs. In fact the PRC then raised &'s recommended brary rate increase from the original 1.9
percent to 26.8 percent but the Govemors did not adopt the latter recommendation.

The new rates from Docket No. R94-1 are based on costs and piece characteristics for FY 1933
rolled forward for FY 1985. The average weight per piece in FY 1903 was the same as in FY
1992 but the average cost per piece increased 21 percent, from $1.42 in FY 1992 to $1.72in FY
1993. R is these cost and piece characteristics, rolled forward for FY 1995, that yield the large
475 | EnFaNT PLAZA SW

wasanGTon DC 20:200-1000

202-268-4800

Fax 202-268-5472
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increase on library rate mall over R90-1 rates. While the American Library Association was
represented by counsel in the RS4-1 case, no party to the case presented evicience challenging
the Postal Service's ibrary rate cost and revenue data.

As you may know, P.L. 91-375 is rather precise on factors to be considerad in setting mall rates,
inciuding the mandate “....that each class of mall or type of mad service bear the direct and
indirect postal costs attributabile to that class or type....". {39 U.S.C. 3622(0){3)] The Govemnors
do not have the leeway to transfer cost coverage from Kbrary rate mall to other mall or services.

There is nothing, administrative action or policy decision, that the Govemnors can take to lower
the kbrary rates now in effect. Perhaps your organization in working with tho Postal Service's
operations and marketing departments may find a way to reduce costs for handling Rbrary rate
mail in the future but that is something to work out with management. By copy of this letter |
am forwarding your letter to the Chief Operating Officer (COO) of the Postal Service.

Sincerely,
/_"\
Q’D k—_-k"ﬂ.aaj-

cc. Governors
COO Henderson
Rates & Ciassffication



United States
National Commission on
Libraries and Information Science

December 1994

Hon. Sam Winters

Chairman, Board of Governors
United States Postal Service
477 L’Enfant Plaza West, S.W. DEC 23 1994

Washington, D.C. 20260-1000 C -
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Dear Chairman Winters:

As Chairperson of the U.S. National Commission on Libraries and
Information Science (NCLIS), I direct a fifteen-member independent Federal
agency, established by P.L. 91-345 to advise the President and Congress on
policies related to libraries and information services. My fellow Commissioners
and I are concerned about the impact of fourth-class library rate increases.

As a result of the Postal Rate Commission’s recent recommendation,
fourth-class library rates are due to increase an average of 69.9 percent next
month. These new lbrary rates will have a serious impact on libraries,
publishers, and especially on library users who rely on the mail. Many citizens
living in rural or geographically isolated areas, as well as the homebound and
people with disabilities, depend upon the mail for receiving books and other
materials from libraries. Curtailment or reduction of library books-by-mail,
interlibrary loan, and library resource sharing programs because of an increase
in library rates will have a serious impact on the lives of these citizens.

Testimony at a hearing conducted by the National Commission in late
October in Nevada highlighted this dependence on the Postal Service’s library
rates. We heard from individuals living in the Mountain Plains region (Alaska,
Arizona, California, Colorado, Idaho, Kansas, Montana, Nevada, New Mexico,
North Dakota, Oregon, South Dakota, Oklahoma, Utah, Washington, and
Wyoming). Testimony emphasized the difficulties placed on citizens living in
remote locations who are required to travel great distances to use libraries.
These concerns emphasize the importance of maintaining affordable library
rates as the only means of access to library materials and services for many
citizens.

1110 Vermont Avenue. N.W.. Suite 820
washington, DC 20005-3522
t202) 606-9200

— e —— —————




Over the last two decades, the Commission has been responsible for
planning and conducting two White Houses Conferences on Library and
Information Services (WHCLIS). Delegates at the 1979 WHCLIS passed
resolutions calling for the reduction of postal service barriers that prevent
libraries from providing access to information. Delegates to the 1991 WHCLIS
emphasized the need to reduce postal rates for mailing library materials. They
viewed library rates as a2 means to ensure equal and timely access 1o information
materials. Delegates to the 1979 and 1991 WHCLIS state, regional, and
National conferences reflected the wide diversity of our National community.
Their concerns must be considered in developing Federal policies and in
improving government services to the public.

Increased USPS Library rates for maling will certainly create hardships
for large segments of the U.S. population that have the benefit of few other
alternatives. As soon as possible after the first of the year, I want to meet with
you to explore how the Commission could work cooperatively with the USPS
Board of Governors to develop alternatives that would benefit our Nauon’s
libraries and their patrons. I shall plan to contact your office early next month
to arrange a meeting.

Sincerely, -
Q/%M)e {—(Uf}ﬂ?/ é/’”}m\-"

Jeanne H. Simon
Chairperson



POSTAL RATE COMMISSION
WASHINGTON, D.C. 20268-0001

EDWARD J. GLEIMAN
CrHAIRMAN

June 30, 1995

The Honorable J. Sam Winters
Chairman

Board of Governors

United States Postal Service
475 L’Enfant Plaza S.W.
Washington, D.C. 20260

Dear Sam:

One troubling aspect of the last rate case (Docket No. R94-1) was the large
increase in postal rates for library material. The Postal Service proposed an increase of
73.7 percent based on costs associated with handling that type of mail. The Commission
recommended, and the Governors implemented, a 69.9 percent increase.

At the November 30, 1994, press conference announcing the issuance of the
Commission’s opinion I noted the concems about the library rate:

The Commission’s review of the Service’s library rate numbers did not
uncover a major flaw in cost or revenue data provided in this area. The
Commission recommends a slightly smaller increase (69.9 percent) for
Library material to reflect corrected cost allocations. However, in light of
the fact that significant questions have been raised generally about the
Service’s data sampling and collection systems, the Commission urges
the Service to reexamine its library cost data and file immediately for a
modification to correct rates that may be based on faulty information.

The recently released United States Postal Service Cost and Revenue Analysis,
Fiscal Year 1994 (CRA) shows a significant difference between the estimated library rate
mail cost per piece, and the actual cost per piece (10.83 percent). The enclosed chart
compares various library rate actual costs, as stated in the CRA, with the estimated costs




The Honorable J. Sam Winters
June 30, 1995
Page Two

used in Docket No. R94-1 to establish the library rate. It appears the estimated costs
were overstated. Action by the Governors to propose correcting the library rate appears
warranted.

Sincerely,
Edward J. Gleiman

Enclosure
EJG:jrh




Comparison of 4th Class Library Rate
Actual FY 1994 and PRC R94-| estimate

($ 000)
FY 1994 FY 1994
CRA PRC R9%4-1 %
(PRC Adj.) Estimate Difference Difference

Volumes 35,776 271,950 7178  2782%
Total Costs

Costs 56,726 49,768 6,958 13.98%

Cost/Piece 158.559 177806 -1925  -1083%
Mail Processing:

Costs 20,022 18,347 1,675 9.13%

Cost/Piece 55.965 65.548 938 -14.62%
City Delivery, In-office:

Costs 776 428 4B 8131%

Cost/Piece 2.169 1.529 064 41.85%
City Delivery, Street:

Costs 2,285 2,087 198 9.48%

Cost/Piece 6.386 7.456 -1.07  -1435%
Rural Delivery:

Costs 1,095 342 253 30.05%

Cost/Prece 3.061 3.008 0.05 1.75%
Transportation:

Costs 13,980 12,538 1,442 11.50%

Cost/Piece 39.076 44795 572 -127M%
Other Costs:

Costs 18,568 15,526 3,042 19.59%

Cost/Piece 51901 55.470 347 643%
Revenue & Weight:

Reverue per Piece (cents):

FY 1994 112916

FY 1993 110.685

% change 34 over 93 202%

Weight per Piece (ounces):

FY 1994 45334

FY 1993 43.802
|__% change 94 over 93 3.61%
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Sam WINTERS
Crou s
Boanp o GOvERNORE

UNITED STATES

POSTAL SERVICE

August 4, 1995

Honcrable Edward J. Gleiman
Chairman

Postal Rate Commission

1333 H Street, N.W., Suite 300
Washington, D.C. 20268-0001

Dear Ed:

This is in response to your letter of June 30 bringing to the
Board's attention a situation pertaining to fourth-class library
rate. You noted that the cost per piece of library rate shown in
the FY 1994 Cost and Revenue Analysis Report was lower than the
estimate for FY 1994 in the last rate case (Docket No. R94-1}.

The Postal Service was aware of the comparison ydu pointed out
and is currently svaluating this situation. Please be assured that
the Board is concerned about the impact of its rates on all postal

customers.
Cordially yours,
-Sam Winters
SW/mas
&0 B 1148

Augte TX TRTST-1148
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UNITED STATES

POSTAL SERVICE

August 15, 1895

Ms. Patricia H. Smith

Executive Director

Texas Library Association

3355 Bee Cave Road, Suite 401
Austin, TX 78746-6763

Dear Ms. Smith:

Chairman Sam Winters asked me to acknowledge his recsipt of a copy of your
letter to the Chairman of the Postal Rate Commission and the resolution,
"Reconsideration of Fourth Class Library Rate Increase®, adopted by the Texas
Library Association, on August 1, 1995.

In his response to PRC Chairman Edward Gleiman's June 30, 1995, letter, Mr.
Winters stated that the Postal Service is aware of the cost information to which
Chairman Gleiman referred, and that the Postal Service is currently evaluating the
matter.

Please be assured that the Board of Governors is concerned about the impact
of postal rates on all of the Postal Service’s customers.

Sincerely,

= WA <

cc: Chairman Winters

A75 L Enrant PLaZa SW
WagiGTon DC 20260- 1000
202- 2684800

Fax 202-268-5472
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TEXAS LIBRARY ASSOCIATION

3355 Bee Cave Road « Suite 401 » Austin, Texas 76746-6763
(512) 3281518« FAX (512) 328-8852

July 5, 1996

The Honorable J. Sam Winters, Chairman
Board of Governors

United States Postal Service

475 L'Enfant Plaza, S.W.

Washington, D.C. 20260

SUBJECT: FOURTH CLASS LIBRARY RATE
Dear Mr. Winters:

The 6,400 members of the Texas Library Association remain very concerned about the fourth
class library rate increase that went into effect on January 1, 1995. Libraries have been
severely hurt by the postal increase, and we are again notifying you and members of the
Texas Congressiona! Delegation of our concern. The attached resolution was recently passed
by the Council of the Texas Library Assoclation and is also being sent to Mr. Edward
Gleiman, Mr. Marvin T. Runyon, and members of Congress.

~ We urge you to support library programs by re-examining and correcting the overstatement
of January 1995. If I can provide any information, please do not hesitate to contact me.

Sincerely,

Cee. it

Patricia H. Smith
Executive Director

Enclosurc
cc: Mr, J. Sam Winters

Mr. Marvin T. Runyon
Ms. Carol Henderson




07/10/98 WED 13:43 FAX 512 495 8865 SAM WINTERS Boo3

Reconsideration of Fourth Class
Library Rate Increase

WHEREAS, libraries make use of fourth class library rate mail to provide economically sound and
useful library services such as the organized sharing of library materials, commonly referred to as

imterlibrary loan, and library services that mail materials to homebound and institutionalized patrons;
and

WHEREAS, a 1994 postal rate review recommended an increase of 73% in the fourth class library
raie, and

WHEREAS, the Texas Library Association joined with the American Library Association and other
library organizations in vigorously opposing this enormous rate increase, and

WHEREAS, the US Postal Service’s Board of Governors approved a 69.9% increase of the postal
rate, to begin January 1, 1995 (Docket No. R 94-1), and

WHEREAS, this increase has had a devastating impact on library budgers causing the elimination or
cut-back of library services requiring mailing, and

WHEREAS, Chairman of the Postal Rare Commission, Edward G. Gleiman, has stated in a June
30, 1995 lenter 1o J. Sam Winters, Chairman of the Board of Governors, thar the cost data estimare
on which the library raie increase was based was oversmied by at least 11 %, and Mr. Gleiman
requested thar consideration be given to reducing the rate by 11%, therefore be it

RESOLVED that the Postal Service promptly re-examine the fourth class library rate and modify it
to correct the overstatemen: of January 1995; and be it further

RESOLVED, that this resolution be sent to Mr. Gleiman, Mr. Winters, Mr. Marvin Runyon,
Postmaster General, and 0 members of the Texas Congressional Delegation.

Approved by Legislative Committee
7/31/95

Adopted by the Texas Library Association Council
8/1/95

Resubmited by the:

Public Libraries Division Executive Board

Friends and Trustees Round Table Executive Board
4726/96

Recommended for re-endorsement by
Legislative Committee
4/26/96

Adopted by Texas Library Association Council
4726/96 :



THOMAS J. KOERBER
SeCRETARY TO The BOARD OF GOVEANORS

UNITED STATES

POSTAL SERVICE

August 12, 1996

Ms. Patricia H. Smith

Executive Director

Texas Library Association

3355 Bee Cave Road, Suite 401
Austin, TX 78746-6763

Dear Ms. Smith:

Vice Chairman Sam Winters asked me to respond to your July 5 letter regarding the
January 1, 1995, rate increase for fourth-class library rate mail.

We can certainly understand your concern regarding the rate increase, and in order to discuss
the issue, | would like to provide some background. By law all postal rates, including library
rates, should at least cover the cost of handling the mail. In order 1o justify a rate decrease,
the Postal Service would have to prove that the revenues were much higher than the cost.
Howevaer, that is apparently not the case here, and, in fact, the revenues are less than the
costs. In 1994, costs for library rates declined and some officials used that as the basis for
calling for a rate reduction in 1995. Lower costs were only a part of the story. Revenues
also declined substantially and were below the cost of providing the service; and as such, the
Postal Service was unable to justify a rate reduction.

As a final note, in an effort to see if a rate reduction could be justified, the Postal Service has
re-axamined the costs for fourth-class library rate items. No costing problems wore uncovered
in the review. Therefore, because fourth-class library rates must cover costs by law,
management has advised that library rates cannot be reduced at this time snd remain in
compliance with the law.

Sincerely,
/!
/%“ L
Thomas 4. Koerber

cc: Vice Chairman Winters

475 L'EnFanT PLaza SW
WasHingTon DC 20260-1000
202-268-4B00

Fax 202-268-5472
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sur daca fystens Teportsd 3 high awerage ravanus per pisce for
1twrary rate maill, indiostiag thar only a sizor zate ipersise was needad.
The Yyvesud POT Jiecs for PY 1909 was $1.32, mcwpared to $1.1% in PY 1903,
tha reported sverage revmms paz piscs for library rate fall te
$1.20, amd it has bean avan lower in subsequent years. 7Tha very small 1531
rate change feor lidbyary vats wad based en the FY 1909 datx.

Back in 1950 wu yeviewsd Che sample teasts and dats ndarlying ths high
revenus per plece fsx 7Y 1539 and eamsluded that, shile tha rasulty were
unusual, they veflectad valid data ocollsction tests. Consequantly, ws made
as adjustuent. The wery lazge increase for library rats in 1995 rasulted,
siasse that Tatse imcruass had o make wp for the schstantial inereass that
ashould prohably hawe beso mada in 1391 but was net, Besauss of tha FY 1989

data.

with regard to whethar tha Poetal Barvice would be willing to consider an
interin adjustasst to library rate bDefore the nemt genezsl Tate says, tha
genaTal ansver is that ve would., Attempeics te adjusc library rates at
this paint, Mywever, might result in & further small inersass, rather than
a dacyeass. Alrhough data for the most rTecent yasrd ahev sams reductisn
in libraty Tats ossts, ones Cthase data &Fes Pproisceed foxrvard to FY 1996 ar
1997, a8 is Feguired ¥y ths Commissisn's rules. it would be umlikely that
thay wuld aupport & downward adjustaent in library Fates.

- -Regly Separator
fubdact: Lidzary Rata ‘
Aathor: John F. Hagarty at Corporats_Balations
DITS: 1/17/96 11:00 AM

1/17
Prank,

Wy subcamsitta folks have ona last gquestien. gince thers wars ne
incresss in tha rate in ‘89, what was Cha ruason? Was it a prebles
with DEPS dara,stc. ar was it a FRC decision? Just e0: mall 8 drief

Tespanse. Thapks.

John H.
x3746
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Shis raspands to ysur R-mall of saveral wesks ago. Tha hackground
i3 a8 follevs. As 8 Tusult #f ths Postal Mate Commission’'s
recommandation {0 the last vate ¢asa, feurth-class library rate
prices increased almost 76 parcent on Junuary i, 1985, after
incraasing enly 1.3 parcant in 1991 and anly 1 csnt (and that is
sant, st parcent) in 13%). Rates for the othar categories of
Aail Ancrsased an avezage of 10 parcent during this paridd.
Reatwesn 1985 AD4 1954, tha Peati] farvice lost apprexisataly &3
aillien dellaxs handling lidbrury sute saterisls, as s result of
Tates that ware set toe lov to covar allocated costs. Tha 70
parcent rate Lacresss vas nesdsd to cover cost increasss
attridutadle te library rate mail, and to obtain ths warkap above
ocst lor this Sategozy YeqQuired by lav.

Whan ratet chapgus KIw regqueacad, prepasalis for library rate
shterials, and for 4ll other categwries of mail, are based an
ecoscs that axre fureeasced for a fiscal yesar in ths futurs (the
*tast Yaar®). Thase forwcasted Gssts tYyRichlly turn out to ba
esithery nighar 4 lever than shose that ars sSubsequantly reportsd
for the categories of aail afrar tha fiscal test yesr on vhich
thay are based has ecded. In the cass of library rates, uhich
ware based on astimaces for the teset Yyaar in tha last rate cass
(¥y 1995), reported coste per pilace at the snd of FY 1994 wers
about 40 paresnt less than tHOSe that had besn forecasted for that
yesr in sha rare pase. This bas led some ro suggest that library.
rate prices ragquirs "sorrestion®.

we carefully asamined the precadures usad to davelcp coets for
library rate matayials in ths last ease. 2s a wemult of thia
inguiry, as well as consideration of circumstancss normally
asgociated with genarsl ratse chingss, wa tanaluds that no
*correcticn” is warrmatsd. If ve ware te adept the practice af
sdiusting postal Fatas whenaver reported data becase avsilable in
place of forscasted dara, xscas fer alwost all categories of mail
would change, soms upvard and sesa devowvazrd. Thase many changes
for the moet part would be small. Mt weuld be disruptive teo
mxilera vho must Teplsniak stacp atock, TYevise cospursr softvare,
md make the gther adjustmsnts in mailing practices raquired ky
shanges in satas. Ne ses Do bamis for discriminating in favor of
library rate by saking a selective adiustmmnt in this instance.
Addicienally. ths reported costs aye msed on information cbiained
by sampling. This iaforsatiom vmavoidably is subject To a certain
sssunt of samplisg variztion, depending on tha properties of the
types of mail buing sampled. Ths differance batwean forscastad
apats and thess reported fer lidrary rats ars within the range of
vaxiation wpacted for fevecasts and ssmpling feor this catggory »f
mail, scatistically, as well as bhistorically, The 1%%4 rwportaed
4273 therwfors, dc 20T upport thae nesd for any “cesrsstisn®. In
iight of the subscastial diasuption thar would lixely e Dreught
shout by sdopting the prascties of adiusting rastes 34 suggested for
itbzary 7rzate in this instanes, v believe that "gozrectiem® would
ba Banaficin) naichsr te the Postal Sarvice noxr ilp CUATOmATE.
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CERTIFICATE OF SERVICE

| hereby certify that | have this day served the foregoing document upon all

participants of record in this proceeding in accordance with section 12 of the Rules of

Practice.

Eric P. Koetting

475 L'Enfant Plaza West, S.W.
Washington, D.C. 20260-1137
September 26, 1997



